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FOREWORD

Human service agencies® do not désire to be in the insurance business,

the transportation business or the risk management business. These agencies
are primarily concerned with solving the problems facing our natiom's human
cesources. Human service agencies are concerned about seeing that our nation's
citizens receive the necessary nutrition, health care, education; physical or
fierital therapy or the adopted parents that they need. The ornly reason that

the human service agencies became involved in transportation is because it is
often necessary to take program beneficiaries to the services that the agencies

provide or to take the services to the program beneficiaries' homes: For
example, the Veterans Administration can have a public health nurse or doctor

VlSlt a veteran at home or it can help the veteran obtain transportatron to

the local Veterans Administration clinic or hospital. Likewise; the senior

citizens' nutrition program cac take meals to the elderly or take the elderly

to a senior citizens' nutrition center to eat.

inherently subject to the risk of accidents which may inflict bodily injury
or accidental death upon either program bemeficiary or the géhéréi pubiic.

*Human service agency is a term used in this report to deflne either of

two t}pes of organizations that are concerned with preserving and developlng
our nation's human assets. These groups inctude (1) social service agencies
that are organized and supported with publlc funds and (2) charltable insti-

tutions (a legal term) which are suppoited by private contributions whether

for the benefit of their own members (such as churches and YMCAs) or for the
benefit of special groups (such as the Easter Seal Society,; an orphamnage, Or

the American Red Cross). Often such groups serve similar needs and similar,

if mot the same; groups; so for the purposes of this report,; both groups are

aidressed collectively as human service agercies.

~TI




of physically handicapped, elderly, young or mentally handicapped individuals
who are not able to use transportation vehicles in the convent;onal matiner.
The potential for injury is compounded if, for example, the vehicle stalls on
a railroad track and the passengers are in wheelchairs and are unable to
svaciate the vehicle. Another example is a vehicle that is stalled in cold
weather with elderly passengers who are unable to remain wa'm. In other
cases, the human service agencies may desire to use other transportation
options siich as volunteers, part-time employees or full-time staff who use

their own private vehicles to transport the program beneficiaries. In still

fortunately, many human service agencies were not familiar with eithier risk
ma 1agement procedures or the procurement of insurance. When they approached
efforts human service agencies wanted to do. Io addition, the role human
service agencies are filling is changing rapidly, and the laws that traditionally
overturned.

This lack of experience on the part of both the agency and the insurance
gulf of uncertainty. Io an effort to reduce this uncertainty, the insurance
industry develcped riles and procedures which they perceived to redice uncer-

tainty. In many cases these rules do mot fit the human service situation. In

vi
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insurance industry was forced to provide coverage at low rates. They did oot
realize that insurance does not reduce risk hut only spreads the financial
consequences of large catastrophic lcsses. The insurance process allows an
organization to budget a predetevmined amount each year for protection from
an occasional large loss. This process is relatively expensive with approx-

percent being used for overhead including sales expense, billing, accounting,
underwriting and statistical research: The only true solution to the human
service risk problem is a risk management program which focusas on accident
avoidance, decreased litigation and alternative methods for coping with the
losses that do occur. Insurance is only one method of coping with the unavoid-
able losses. This manual is designed to educate human service agency manage-
ment about basic risk management primciples. Those individuals who view
ifsurance only as a legal requirement that must be met before vehicles can be
operated legally on the highway may become as impatient as the casual bridge
player who wants to play without the bother of learning the rules of the

game. More enlightened human service risk managers; however, will realize
that accidental death and injury are caused by the way agency managers select

and train drivers, maintain vehicles, conduct accident reviews, hold safety
meetings and select and equip vehicles: In addition; the cost of accidents

O
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who may be injured and the way managers coordinate insirance payments with
public benefit programs such as Medicaid, Developmental Disability Programs
and Veterans Administratiom benefits. Likewise, there are many different

required to view the agency's insurance application. Thus, risk management

cies. It is an essential area which human service agency managers must

understanding of basic risk management and insurance issues:

1. D;%ygg,Selegtlbn and Tralnlng for Human Serv1ce AgenCLES Thls

ing and trainlug drivers for human service agency programs avail-
ible from The Office of Human Development Services.

2. New Insurance Programs for Human Service Transportatlon Providecs,

Technical Advisory No. 1, Washington; D.C.: _U.S. Department of

Health, Educationo amnd Welfare, August 1979. This manualrdescrlbes

the new insurance pfograms developed by the insurance industry and

explalns how human service agencies can use these new insurance

programs:

3. The Social Service Inmsurance Dllemma. Problefis, Analysis and
Proposed Solutxon;l Washington; D.C. U.S. Department of Trans-
portation, March 1979. This report deflnes the himan service

insurance problem aod was the report that originally scoped the

problem so that a work plan could be developed

viii
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CHAPTER I
LEGAL AND HUMANITARIAN OBLIGATIONS OF HUMAN SERVICE AGENCIES

INVOLVED IN TRANSPORTING CLIENTS

Purpose: This chapter illiustrates the liability factors which create

the insurance and risk management needs. - Since the legal
Tiability is Gstablished by law; a summary of the relevant

concepts are presented. In many cases, agencies could
easily avoid legal responsibilities if it were not for the

humanitarian obligation to serve the high risk passenger.
Thus, this chapter presefts the foundation upon which the

eatire legal and liability system is established.

Introduction

During the last decade; the structure of public transportation has changed

drastically. No longer is public transportation considered to be only the

public transit utility (city buses); it has been expanded to include the
spécial serwices transportation network. The human service network includes
volunteers who operate their own vehicles, human service agencies that operate
veliicles using employee or volunteer drivers, contractors who provide services
to the human service agencies and staff employees who transport program bene-
ficiaries in their own vehicles. Human service agencies that provide transpor-
tation to clients include not only human Service agencies that are funded
primarily by public funds, but also charitable institutions which are funded
primarily by private fumir.*

*Human service organizations are those organizations that have as their

missioti the provision of compassionate services needed by special target
groups. Human service agencies consist of both social service agencies
and charitable organizations. Social service agencies are publicly sup-

ported agencies which deliver a human service to their program beneficia-
ries. This may include Head Start programs, sheltered workshops; meals for
the elderly or services om Indian reservations: Charitable organizations

are nofiprofit organizations supported largely by private donations and which
deliver human services either to their members or to special groups. This

would include a wide range of programs; from Boy Scouts to United Cerebral
Palsy.
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These organizations provide transportatron not because Ttney want to
become transportation companies, but because the traditional transportation

providers are unable to provide the special transportation services often

groups. The primary concern of human service agencies is serving the special
needs of the clients or program beneficiaries:

both '3 humanitarian and a legal obligationm to protect the safety of the pas-
senger and the gerneral public: When transportation is provided; there will be

accidents. The large number of vehicles on the road, mechanical failure,

driver error or other causes all see to this: The accidents may result in

ensure the safety of the passengers they transport. If they do not act respon-

sibly; courts will require that they reimburse the injured for their injuries:

than on the innocent victim.

%3
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In the case of the agency or organizational provider, the humanitarian
obligation appears to be even greater than the legal obligation to the pas-
senger. This 1is logical because inm the case of the human service agency, the

primary mission is one of humanitarian concern. The humanitarian obligation

Is:

1. To provide a himan service and, if deemed necessary, to provide

transportation so that the recipient of the hiuman service can

obtain access to that service;

2. To protect the safety of the passenger; the agency, the employees

and volunteers who use or provide transportation for the agency;
and

3. To make sure that all who are injured while participating in these

programs receive reparation for their injuries.

Thus, the humanitarian obligation is based on individual client needs and

éuéerceaes the legal obligation of who is at fault, conmtributory negligerice,
avoiding activities that might create a risk and other maneuvers that might be
ised by an organization which does not hive the humanitarian mission of pro-
viding human service programs to their clients:

(This manual is somewhat different from the traditional risk management
manial in that it is designed not omly to define caréfully the agency's legal
obligations and to present iicssures for handling the legal risks, but also

suggests ways for controlling risks under the presumption that the humanitarian

The remainder of Chapter I describes how the courts decide who is respor-

sible for paying the injured. A reader who is familiar with the legal system

may go to Chapter II:
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understanding the agency's legal obligation is important in order to realize

the potential for losses that exists when transportation is provided to the
agency's clients. when there is aa accident involving a human service agency

property damage; there will be an attempt to place responsibility for causing

the accident (and the responsibility for reparation) either upon the driver of

the agency vehicle (and; therefore; upon the agency) or upon any other vehicile
invoived. The basis for placing liability or responmsibility for anm accident

not intentional, the person can be held liable if the person was negligent.

Under many circumstances; organizations (such as the employer) also can be

lield iiabie. The most common situation is having responsibility placed upon

i. When there is presence of legal duty or obligation to perform to a
certain standard of conduct to protect others against unreasonable
risk;

5.  When there is a failure to perform to that standard (breach of
duty);

3. When the failure to perform is so closely related to the
resulting injury that it can be said to have caused it or to have
been its "proximate cause;" and

4, When losses, whether personal injuries or property damage;
result from the conduct.

16
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If these elements are present in any given situation, a prima facie case of
negligent conduct will be established. However, liability may not be imposed
if the negligent party has valid defenses or if the right to sue has been
removed by law:

Presence of Legal Duty. In general; a duty of care (léVél of responsible

conduct) is imposed on all human activities. Specifically,; drivers cf auto-
mobiles or motor vehicles are held to a duty (responsibility) to exercise
reasonable care against creating unreasonable risks of injuries to other

persons. For example; they have a duty to maintain a careful lookout; they

refrain rrom ''gross or wanton and willful misconduct."

The importance of the degree of care required becomes

more apparerit when the second element of megligence is considered--breach of

duty. Very generally, when a person's conduct falls short of that level of

.
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Second, it must be shown from these facts that the defendant acted unreason-
ably. Proot ot breach of duty is a question for the "trier of facts” (the
jurv or, if a monjury ti‘idi; the judge):

Causatioi. The third element of establishing megligence is establishing
causation, that is, establishing whether the breach of duty (irresponsible
action) i ised the injury:

Damages: Damages are an sssential element of an injured’s prima facie
case for negligence. Actual damages, either personal injuries or property
daiidge, must be shown in a negligence action. If the irresponsible action
~dused no losses then there is no basis for recovery of losses.

the damages to be recovered depend upon the tvpe of injury. In a
personal injury case where the person actually was hurt physically; the courts
hold that the injured is to be compensated for i1l damages (past; present and
prospective), both specific and general. These damages include fair and
adequate édhpéhSdtibh for medical expenses and jost earnings; plus amounts for
pain and suffering togetlier with compensation for impaired future earning
capacity: The courts also may allow an award for permanent disfrgurement;
mentat anguish and inconvenience.

On the other hand,; if property ilso has been damaged, the measure of
damage depends upon the severity of damage. For example, tue amount of prop-
erty damage is the reasonable cost of repair. However,; if the property has
beer almost or completely destroyed, the measure of damages is the fair market
value at the time of the accident. Unider most circumstances; thHere are certain
items of damage that are sonrecoverable. For example, interest from the date

of damage in personal injury accidents is not recoverable. Attorney fees are

ERIC
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ot recoverable, and punitive damages (damages to punish the negligent party)

Defenses to Negligence

Contributory Negligence. Even if the four elements of negligence have

been establislied, liability still will not be imposed if there exists a valid
defense: Perhaps the defense most often utilized is the defénse of contribii-
tory aegligence: A brief example might be sufficient to demonstrate how this
doctrine works. Figure I-2 is a diagram showing an accident occirring at an
intersection. Vehicle 1 was proceeding through an intersection where there
was a stop sign. Assume vehicle 1 failed to stop at the stop sign. Vehicle 2
did not have a stop sign at the intersection; therefore, vehicle 2 had the
right of way. This would be & fairly clear-cit case of liability against
vehicle 1.

However; assume further that vehicle 2 was exceeding the speed limit;
therefore; the driver of vehicle 2 could be said to have been negligent also:
The accident would not have taken place in all probabitity if vehicle 1 had

contributorily negligent. This would be true even if the degree of negligence

vehicle 1.
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On the other hand; passengers in vehicle 2 would Act be barred from
recovering from the driver of vehicle 1 just because the driver of vehicle %
vas comtributorily megligent: Contributory negligence has been modified in
which would reduce the reccvery of the contributorily negligent party by the
perce -tage of negligence applicable to him. In this example, if the driver of
vehicle 2 was found to be negligent by 25 percent; he would only recover 75

percent of his losses:

Historical Developments

The concept of negligence is a relatively recent phenomenon in the law.
It began in the United States in 1850 as a result of a case in Massachusetts.
The availability of liability insurzace has had a significant impact upon the
iaw of megligence; because traditional theories that have been utilized as
defenses to reduce the standard of care are being abandoned by the courts.
Several legal trends are becoming very important to human service agencies.

The Doctrine of Charitable Immunity. The doctrine of charitable immuaity

was first recognized by the courts of England and was incroduced into the
United States by the 1876 Massachusetts Supreme Court decision of McDonald v:

Massachusetts General Hospital, 120 Mass. 432,21 A. Rep. 529 (1876): Since

1876, nearly all states have either accepted or rejected the doctrine:. The
doctrine, as adopted in the United States, held that charities were immune
from suit for negligence under varying theories. For example, if a person who
receivad a meal and a pair of shoes from the Salvation Army got sick from the

food or blisters from the shoes, that person could not sue.

10
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This doctrine was very popular duricg the early part of the 20th century;
but in recent years che doctrine has lost its popularity with the courts for
several reasons. One reason is that many charitables organizations, such as
hespitals, have taken on t'.e characteristics of regular commercial enterprises.
charities to have any form of immunity from suit. Additioaally,; courts recently

an injured person being defiied recovery.

courts or has been Iimitea dristicelly in effect. In soie states,; the doctrine

prevents the assets of a charity from being used to satisfy a judgment but
does uot provide any defanse for or immunity from the suit. It has been

stated that the reasons for the existence of :he doctrine are nmo longer press-
As a result, the charitable imm nity doctrine has been abolished in a majority
of jurisdictions previously recognizing it. The trend of abolishment of the
doctrine of charitable immunuity increases risk imposed upon private nomnprofit
agei-ies because they mo longer have the protection from suit that they would
hive had when thie doctrine was in force. Conseqiently, steps have had to be
taken it order to protect the assets of the charitable organization. The
purchase of liability insurance and the termination of many programs which
involwe a nigh degree of risks, like transportaticn programs, are examples of

RIC
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that '"the Ring can do no wrong.'" As adopted in the United States,; the concept

have consented to be sued. Mr. Justice Holmes in Kawananakoa v. Poly Blank

€1907) 205 U.S. 349, 353 stated that:

a sovereign 1is exempted from su1t not because of any formal

conception or absolute theory, but on the loglcal and pract:cai

ground that there can be no legal rlght as aga1nst the authority
that makes the law on which the right depends.

the federal government, various states and local municipal governments have
enacted statutes which allow citizens to sue the government under specific

rules and guidelines:. Moreover,; the concept of sovereign immunity has been
reexamined in many states and; in many instances; has been repudiated. For

example, as stated by the Illimois court in Molitor v. Kaneland Community Unit

District No. 302, (1959) 18 I1l: 2d 11, 163 N.E. 2d 89:

. Wé agre= with the Supreme €ourt of Florida that in pre-

serving the sovereign 1mmun1*y theory, courts have overlooked

the fact that the Revolutiomary War was fought to abolish
that 'divine right of Kings' on which the theory is based.

The tread in the law is to allow a goverpmental agency or entity to be sued
for the negligernice of its employees arising out of the 6pététi6ﬁ of a motor
vehicle. The passage of these statutes was encouraged by the availability and
ise of iiaﬁiiicy insurance. Some court decisions held that, even if the

Vendell v.. School District No. 26c, (1961) 360, p. 2d, 282.

an increased risk of lawsuits being filed against govermmental agencies. The

12
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effect on human service agencies, if they are connected in some form or fashion
with the govermment,; is clear. They will no iéﬁgéf be able to rely upon the
defense of govermmental immunity, and need liability insurance to protect the
3ssets of the agency from seizure where they are liable for an accident. As
with the abolishment of the doctrine of charitable immunity, many agencies may

céase to perform or provide services that entail risk:

Guest Statutes. At one point im time, a majority of states had statutes

(or authoritative judicial decisions) that limited the liability of a driver
of an automobilé when the driver was carrying a gratuitous giest (hitckhiker
or human service agency client). Ordimarily the driver of an automobile has a
duty to exercise ordinary care to prevent injury to a passenger in the vehicle.

These statutes (and jidicial decisions) modify that duty (responsibility) to

gratuitous passengers (individuals receiviang a free ride when the driver does
not bemefit from giving the passenger a ride) by lowering the standard of care
owed by the driver to that of slight care: The statutes vary iri terms of the
exact standard of care established. For example,; some statutes iake recovery

in the event of an accident more difficult for the gratuitous guest. Thus,

their own vehicles or volunteers carryimg clients) were protected from incurring
liability if they provided gratuitous transportation. Under all statutes, the

is determined to be a mere guest, then the driver is responsible for exercising

only slight care. On the other hand, if the rider is deemed "an invitee;"

ordinary care is legally raquired. If a fare is paid; extreme care is required.
In récent years, there has been an increasing trend toward abolishing

guest statiites. This trend began with the California Supreme Court decision
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of Brown v. Merlo, (1973) 8 Cal. Rptr. 3d 855, 106 C.R. 388, 506 P.2d 312,

which declared the California guest statute to be unconstitiitional on the

grounds that it was overly broad and that it violated equal protectiocnm of the
taw. Since the California Supreme Court decision in Brown, supra, guest
statutes have been in a state of flux with some cases upholding the consti-
tutionality of the guest statutes. However; there is no question but that the
guest statutes, once so important in terms of protecting drivérs (and employers)
from 1iability, have been weakened. As the guest statutes are invalidated,

the risk imposed om the human service providers of transportation ifncreases.
Consequently, the human service agencies must provide liability insurance,
terminate the transportation services or contract for tranmsportatiofl services.

and the injuries amounted to more than $1,000, no-fault would mot apply:. Some

on concepts sich as "permanent disfigurement:" The impact of the no-fault
statutes on human service vehicles is uncertain since some states treat '"commer-
cial" vehicles differently from private autos: Therefore, in states where

Human service transportation vehicles are considered to be commercial vehicles,

fill liability would fall on the himan service vehicle:

14
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Safety Regulations: In recent years; there has been an increasing trend

of imposiig safety regulstions on vehicles; sich as those carrying the handi-
capped. To the extent that special regulations exist, the regulations establislh
i dity of care owed. Consequentlty, failure to have the riecessary equipment or
trained drivers may result in a breach of duty. To the extent the breach of

transportation will be liable: The trend of legislatively expanding the range
of services that the agency must provide (such as the Section 504 regulations
requiring service to the elderly and Eaﬁaiéappédj ificreases the exposure to

risk when providing this transportation. This is especially true for for-hire

carriers, which are required to exercise the highest stagdard of care in serving

those persons the carriers are required to serve.

Gther Parties Having a Duty to the Passengers of Human Service Vehicles

Employers. Under certain circumstances; the employer of the vehicle
driver will be liable along with the driver for damages resulting from the
driver's negligernce. This is the concept of respondeat superior, which states
basically that the employer must stand liable for damages caused by the negli-
gence of employees while the employees were acting within the scope of employ-
ment. This concept makes the agemcy liable for accidents caused by the fault

of employees. .

Vehicle's Owner/Lessor. The owner or lessor of a vehicle also may be

held iiabierfor damages if the~vehicle was defective and if the owner o

lessor was negligent in some form or fashion. Also, some states have statutes

which require the owner of the veliicle to be liable if the negligent driver is

15
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the vehicle may be liable for negligence in performing the duties with which
they are entrusted: For example; assume that a mechanic was supposed to
service the brakes on a vehicle, but was negligent, and the brakes failed,
resulting in an accident: Both the mechanic and, on the basis of Eéébéﬁdéét
superio-, the mechanic's employer would be liable if the brake failure caused
an accident. On the other hand; if the mechanic correctly installed a part in
the motor vehicle which later proved defective and an accident resulted, the
distributor and manufacturer of the defective part may be liable under the
doctrine of products liability. However, it must be shown that the defective
part was a prox: 1ate cause of the accident.

ample; in recent years the manufacturer of ome automobile has been sued because
of a design which placed the gasoline tank in a position which increased the

risk of serious injury to passengers in case of a rear-end collision.

Goverriental Entities

Each time an individual performs a functiom; whether it be providing
transportation, owning the vehicles providing the transportation, maintaining
the vehicles supplying transportation, manufacturing the vehicles providing

transpcrtation; or performing any other activity related to it, the individual

avoid injury to the users of the service.

16
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Under ééﬁe situations, governmental entities may also be liable when
there is an accident and the accident is caused; for example; by reason of
defective conditions of the roadway or failure to maintain traffic control
devices. The doctrine of govermmeintal immunity; although substantially en-
coded; may still protect some governmental entities from liability suits.

Allocation of Losses for Negligence

Equally as important as iégéi defense against being held hégllgent is the

question of who pays for the losses when there has been an accident.

The Collateral Sources Rule: The collaceral sources rule allows a person

who has been injured and who has received compensatiomn from a source indepen-
dent of the tortfeasor (degligent party) to obtain a second or even perhaps a

third recovery for the same losses resulting from the accident. Damages which
the court requires the tortfeasor to pay are not rediuced by virtue of compensa-
tion paid from an independent source, such as hospitalization insurance. For
instance; if a person is injured im an automobile accidenit in which another
party is at fault and the injured person has personal medical insurance; the
injured person can press suit against the at-fault party and be '"reimbursed"
by the téitféégdr;é insurance for the cost of the hospital and doctor bills;

d=spite the fact that the injured party's own insurance company has already

fully covered these expenses. in effect; the injured party receives 2 windfall.
One court discussed the rationale for this rule:

if there must be a windfall, certainly it is more just that the

injured party shall profit therefrom, rather than the wrongdoer
shail be relieved of his full responsibility of wrongdoing. The
best interests of society as well as the purposes of the parties
are likely to be better served if the injured person. benefits
cather than the wrongdoer benefiting: Grayson V. Williams

(€:4. 10 Wis.) 256 F. 2d 61.

30



For human services agencies govermment may be providing a series o
benefits for the injured party (such as medicaid, medicare, veteran's bene-

fault and that the passengers are eligible for medicaid benefits. Consequently,

the hospital bills that were incurred as a result of this accident would be

paid in the first instance by medicaid. Once the extent and degree of injuries
have been determiced; the injured parties will attempt to negotiate a settlement
with the insurance company providing liabiliiy insurance on the at-fault human
service vehicle. A necessary component of this settlement would be a sufficient

medicaid. Additionally; payment may be made for permanent disability or

insurance is bound to increase as a result of making payment on this accident,

and the govermment will have to pay for the increase.

18
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There have been an increasing number of exceptions to the collateral
sources riule. For example, many no-fault statutes make government beriefits
primary. That is, government bemefits will be paid before the no-fault bene-
fits (which usually are provided by private imsurance companies) will be
available. An effective risk management program for human service agencies
st address coordination of bemefits, so that program bencficiaries will not

Subrogation is a concept which allows an iasurance company

to pay its policyholders for their losses without regard to fault and then ''to
stand in the shoes' of the injured party in order to be reimbursed from any

eventual tort settlement or reward from the guilty party. This concept may be

insurance companies paying in the first instadce will be reimbursed: The
collateral sources rule is important if subrogation is going to be effective,
and it is a major argument used to justify retaining it. However, the presence
of the right of subrogation is usually the exception and mot the rule. If
governmental bemefits are involved, fuman Service agencies should be aware of
the possibility of subrogation rights exercised by government: Usually, if
veteran's Adminis-ration bemefits or medicaid benefits are involved, the

agency should be particularly concerned. Although the rules governing subro-
gate and collateral sources are slightly different in each state, the same

géneral principles hold:

20 .
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Summary
The human service agency has a humanitarian duty, which includes helping

those who need access to human service programs; protectinj the client, employees,

volunteers and the general public from accidenit; and reimbursing the injured

legal duty. Legal duties can be rediuced substantially by mot providing transpor-
tation service;, by developing strategies to avoid legal liability in case of
an accident or by contracting for transportation and other services. Because
management and to develop more effective mechanisms for handling uncontrollable

financial losses: Thus; this report is designed to help a human service
agency identify and evaluate its risks, to plan for more effective accident

to lower the cost of providing essential transportation services:
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CHAPTER II
RISK AND THE HUMAN SERVICE AGENCY

Purpose: This chapter presents the basic vocabulary and concepts
uised by risk managers: This information is fundamental

language and concepts which the risk manager must under-
stand in identifying and classifying risk factors.

these risks come within the influence or control of the agerncy and thus can be
managed--others cannot. Before a human service agency can develop a formalized
risk management program, it is essential that risks be understood as to their
nature, classification, manageability and significance with respect to poten-
tial loss. Furthermore, it is important that the agency understand that the
saniv risk might be viewed quite differently by an insurance undcrwriter than

by the human service agency management.

Risks Defined

Because the word risk means different things to different people, a

definition is appropriate at the outset. Risk has been described as uncertain-
ty concerning loss, but a more accurate definition is ". variations in

outcomes that may occur over a specific period of time for a given situa-

tion."™ It is the emphasis on variations (i.e., actual outcomes which differ
significantly from those expected) which is fundamental to this concept of

risk. Generally, the greater the variations; the greater the risk. Thus, to

. #Williams and Heins, Risk Management and Insurance; 3rd Edition, New
York: McGraw-Hill, 1976, p:3.
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may arise out of its operation; the agency is subject to risk. For example,
an individual trip may result in an evernitful transportation of passengers or

Whenever there are many possible outcomes to a particular set of cir-

cumstances and at least one of these outcomes is undesirable, risk is said to
exist. Risk exists even though the agency may not be aware tnat undesirable

outcomes are possible. Once the existence of risk is realized, attention may
be directed to doing something about it,; namely developing a risk management
program.

As can be expected; a risk management program is justified only where the
undesirable outcome is likely to result in a foreseeable financial loss.* Not
411 losses are subject to risk management treatment; however. As the general
rule, unless nonfimancial losses (such as emotional or esthetic losses) can be
valued monetarily; they are excluded from risk management treatment. It
should be noted,; however,; that "paid and suffering"” im connection with aito-
fiobile bodily imjuries regularly are given monetary value by civil courts,
thus they represent a significant potefitial loss exposure to an agency ifi the

operation of its motor vehicles.
Two extremes are worthy of notice in connection with potential losses due
to risk. If the loss in value is intentional (that is,; if the result is

desired); it is not properly considered a risk because there is mo uncertainty

concerning the outcome. On the other hand; if the loss in value is certain to

%Financial loss occiurs in any situation that results in a reduction

or disappearance of value due to a particular contingency. Although there
is a risk that all passengers may suffer extensive embarrassment if three

people happen to wear the same dress, there is no financial loss.
24
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occur; it also does not entail any risk (uncertainty). For example, depre-

In risk management; as in other technical areas, terminology often repre-

cents a source of confusion. Terms are often used carelessly (and incor-
rectly) in speaking of risk. To avoid confusion, several terms are defined
Peril. A peril is the actaal cause of the loss, e.g.; an alitomobile
sccident or a fire. It is what sets in motion the chain of events which
ultimately results in financial loss, but it is not the risk itself.

Chance of Loss. Chance of loss has to do with the probability that

perits will occur which may result in situations leading to loss: Knowing the
chance of 16ss is important in measuring risk. The chance of loss Is measured
as the proportion of total outcomes (over a stated period of time) which
result in a particular outcome (loss).

a human service agency is not easy to measure before an accident occurs.

Moreover, even where efforts are made to measure the probability of various

tions Of the chance of losses for particular programs which they subjectively

25
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feel are more riskv. What people think might happen is often much more signifi-

cadiit in determining attitudes toward risk than what the "numbers' may indicate

based upon previous experience or loss history. It is this subjective aspect
of risk appraisal which can create wide differences ifi insurance rates or am
ageficy's decision to self-insure. From a risk management poinmt c¢f view, this
kind of subjectivity leads to incorrect estimates of risk and hence imappropriate
act ons in dealing with actual risks.

Hazard. Another term which is often confused with risk but that has a
precise meaning of its own is hazard. A hazard is a condition or situation
that creates a potential loss or increases the likelihood of a loss occurring
from a particular peril. Hazards generally are classified as physical, moral
or morale hazards.

A physical hazard refers to the physical conditions which exist as a
potential soirce of loss. For example; a worn or damaged tire on a vehicle
and poor veliicle maintenance represent hazards which increase the likelihood
of vehiclé accidents. Similarly, special hazards prevail where elderly or
disabled people are transported by human service agencies because they are
more fragile and subject to falls or injury. These hazards might best be
dealt with through properly securing these high-risk clients within the vehicle

A moral hazard; on ths othéer hand, refers to the personal or subjective
clisracteristics of individuals which may increase the probability of a loss.
Dishonest employees or Untrainable drivers, whose persomal characteristics
increase the probability of loss, are two such hazards.

Closely allied to this but somewhat different is the ficticn of morale

hazard. This also is based on persomal characteristics which increase the
26
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likeiihood of a loss. “orale hazards includé such things as indifference or
irrespoasibrirty concerning valuable property or fragile passengers. A driver
who is careless because he does not own the vehicle or an emplovee who takes
undue chances becanse of the existence of imsurince aré good examples of this
problen:

Uncertaintv. The term uncertainty is used to refer to personal doubt

concerning one's ability to predict outcomes. Even though a significant

risk which may be frustrating and even debilitating: For example; a volunteer
driver might be frustrated to the point of refusing to provide service because
of uncertainty about available insurance coverage.

Classification Schemes for Risk

Before any effort can be made to Apply modern risk management techniques
to agency risks, it is essential to classify the risks which are prevalent and
to determine which are amenable to a risk managenment program. Distiuctions’
are made between speculative and puré risks; personmal, property and liability
risks; and manageable and unmanageable risks.

Speculative Risk. A speculative risk is one in which there exist the

pbééibiiitieé of both loss or gain, i:e:, success or failure. This is gén-
erally known 4§ a gambling risk. With respect to the human service agency
operation, speculative risk would be found in the question of whether or not
the agency will be successful in the accomplishment of its mission. Any time
5 chance of success or failure exists, a speculative risk exists. Generally,
this type of risk is not suitable for the application of the insurance tech-

nique since any organization has speculative risk. This is true bacause the
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final ou-come (loss or gain) may well be within the control of agency manage-
ment and/or iay be effécted by innumerable external forces Wwithin society
itsetf:

Pure Risks. On the other hand pure risks are found inm any situation in
which there is a chance of loss (injury) but no chance of gain. Generally
speaking, pure risk is not volumtarily sought but arises out of operations or
sctivities which are performed for a purpose unrelated to the risk itself:
Pure risks generally lend themselves well to such risk management techniques
as insurance or loss prevention programs. Pure risks can arise from a variety
of activities which are inherent in the operation of any human service agency:

Bodily injury, sickness, death and disability (lost wages) are personal
risks which alwavs are present in any operation where people are invovled.

tions, these are generally the most serious cisks.

Proparty owned by or used in the operation of the agencv 1§ subject to
phvsical loss or damage such as fire, collision or vandalism. This represents
a second source of pure risk. Again risk management techniques such as transfer

Failure of Performance. Another catégory of risk,; tailure of performance

on the part of others, is present in any operation, it difficult to predict
The classic example here is liability for bodily injury to clients or third

parties caused by a driver's failure to exercise the required degree of care
in an agency vehicle. Another example would be theft of funds by a dishonest

emiployee or manager.
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Unmanageable Risks. Another way to view risks has to do with manage-

ment's ability to control the risk and the resulting financial losses. Those
risks which are generally classified as ummanageable have to do with acts of
nature or puré chance--events which are not amenable to traditional loss

gories.

Manageable Risks: Manageable risks include that vast range of outcomes

and events which may result in financial loss and which can be avoided or
Minimized if appropriate management action is taken. The term "mznageable"
implies that there exists ¢ wide range of pure risks which may result in
potential financial losses and which are imenable to a variety of risk manage-
ment actions such as driver selection and training; improved agency management,

insurance or adequate securemenc of ,assengers within the vehicle. It is in

manageable risks although it is not always the
ifisurance is frequently sought; it is not always available or affordable,; thus

211 tuo often because nf differences in appraisal or evaluation of a particular

risk by the insurance iadustry ans by the agency. At this point it may be

29
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writing rules and guidelines under which he operates and to reject those risks
which do not comform: The overall objective is to assign risks to reasonably
homogeneous classifications and to momitor statistically loss patterns or

classes of risks accepted:. Thus; if the underwriter accepts risks that are
essentially similar and charges the premium statistically required to cover

the projected losses (and necessary overhead); the continued operation of the
insurance company and its ultimate profitability can be assured:. The job of
the underwriter then begins with evaluation and measurement of loss potential

based upon historical loss experience where it exists or with estimates o
future loss based upon what is best described as underwriting ''judgment." The

employee morale are excellent predictors to the underwriter for evaluating a
particular transportationm risk: A high driver turmover rate, for example,
indicates poor driver morale and is a good predictor that the agency is so

desperate for drivers that it will overlook selection criteria and probably

another logic for a high turnmover,; the underwriter will be concerned.
A potential problem exists in attempting to classify risks when the
existing classification system is not appropriate to the risk. A new risk,

siuch as the himan service agancy transportation risk, might not fit into any
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existing category: Therefore; it may be subject to potential misclassifica-

tion with resulting over- or undercharging for the actual risk potential.

human service agency programs }ﬁflﬁdihg vVolunteers, part-time employees and

agency-owned vehicles with employee and volunteer drivers. For a complete

Advisory No. 1. In the final analysis, the insurance company sust charge an

adegliate premium to ccver all expected losses,; expenses associated with the
payment of these losses, overhead and a reasonable profit for the company:
Prédicting loss ratios is fundamental to successful insurance rating, and the

Hecessary placement of risks in their proper classification is fundamental if
the insurance company is to stay in business.

To obtain a iédehéBié gvaluation and to accurately measure potential
loss, the insurance industry uses a variety of sources of information includ-
ing data supplied by the poténtial insured in an application. The more acci-
rate and detailed such information, the less subjective the evaluation of the
risk ard the more accurately the insurance underwriter can predict the real
cost of providing protection.® The insurance agent also is a vital soiirce of

information about the risk becaiuse the agent Is usually available at the local

jevel to appraise and to observe what is involved inm the agency s operations.

One of the most important fliictions of the insurance agent is to convimnce the
insurance underwriter that the applicant is actually a much better risk than

others that would normally fit into the same group:

“Ghapter VIII provlde° a form to use in provxdrng the 1nformat10n

rieeded by the insurance underwriter to evaluate the human service risk.

pﬂpw “'”!““IF
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determine risk characteristics. These may iiivolve examination of operating
records, on-site inspection of maintenance, review of driver records and
ifspection of vehicles: Because these data are vital to the evaluation pro-
cess, there 1is a need for accumulation and availability of such vital informa-

tion at the human service agency level in order to assist the insurance under-

Writer in making an appropriate evaluation of the agency's risk:

statistical rating bureaus and is charged with the responsibility for the
detsrminaticn of the classification systems and underwriting guidelines to
2ssist member companies in proper evaluation and establishment of premium
harges. This centralized accumulation and analysis of data provides a means
whereby precise evaluation and underwriting of risks is Facilitated.

Whenever the insurance industry is asked to insure a new risk or category
Gf risks, the industry applies a general set of guidelines known as the require-
cants of an insurable risk: First, it is obvious that not all risks can be
insured. Thus, wisdom dictates that only those risks which conform reasonably

well to the requirements of being insurable can be considered for insurance.

%*Most insurance companies work primarily with large groups of homogeneous

risks. However, a few companlps, such as Lloyd's will insure one- -of-a-kind

rlsks, such as a singer's Voice or a footbaiil ptayer's legs; but the premium

is very large to take care of the large cost of underwriting and the extensive

gricertainty of the risk.

[

XY R

-

O

ERIC ' ’

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

In order for anv particular risk to be insurable; it must be part of a
large number of reasonably homogeneous or ctassifiable exposure tnits. The
large number of human service transportation programs provided by himan service
agencies meets the "large number" requirement, although the various programs
may not always be homogeneous.

Size and nature of the potential losses must be definite, that is, diffi-
Cilt to counterfeit (toc fake injury and treatment cost) in time and place.

The Human service vehicle accident risk and its corresponding financial losses
appear to conform to this requirement:

The losses must be accidental, that is, beyond the control of the insiired
and not certain to occur. The insurance company cinnot insure intentional acts

such as arson or seif-inflicted bodily injury. With respect to human service

agency transportation, it should be obvious that management's control of
losses through safety programs; including proper driver selection and training,
woiild be significant in conforming losses to the accidental requirement.

It is also essential that an insurable risk be large--that it be of such
significant economic conseguence that it cannot be borne easily by the human

service agency. Clearly the liability exposure for losses arising out of
negligent operations of the vehicle is such a potential loss. On the other
hand, deductibles frequently are used to reduce from overall loss experience;
and hence from premium cost, of those losses which are relatively common and
of low dollar valie siich as paint scratches and small "fender benders" which
invariably occur in parking lots: The dediictible or retention of these small
risks is tiie most practical means of dealing with these low value losses.
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must pay for the cost of the claim, the overhead of settling the claim, and

is, it must be sold to the potential insured at a price which is reasonable
and affordable. If the potential loss is so large that high insurance premiums

before its statistics are considered valid.*
Finatly; the risk should be free of catastrophic exposure; that is; it

shoutd not be likely that a great number of risk items (agencies or vehicles)

will occur losses at the same time: The insurance industry does not want to

have a1l its risks or even a substantial portion of “hem concentrated to one

incurring an inordinate amount of oss with one particular occurrence.
In attempting to apply these insurability characteristics to determine

the acceptability of a risk, the underwriter must seek to avoid any element of

 *Since 3.8 percent of the accidents represented 48.6 percent of the
dollar losses, it is necéessary to make sure that catastrophic accidents
are adequately included. Seé the discission in Chapter VI.
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sdverse selection: Adverse selection is the tendency of those having a greater
than average probability of incurring losses to seek insurance. For example,

a truck line with a good risk management program may self-insure while one

with a very poor accident record will be -uick to insure. This, of course, is

a judgment factor which agaia relates to the insurance company's evaluation of

the risk and the quality of agency management. Once insurance is offered, the

the premium pricing policy is to accept a risk and then to provide incentives
for managément to improve its risk management activities. ééﬁéraiiy,
insurance pricing relies onm what is genmerally called "ediucation through the
pocketbosk." Pocrly managed programs pay high rates. This provides an incen-
tive to improve risk management techniques. Therefore; each time the agency
procures insurance, the agency should try to convince the insuror that it has
implemenced risk management steps to justify lower rates. If the agency's

program is all talk, however, and if it does not reduce accidents, the company

Management Control of Losses

Becalsé insurance costs will be infiuenced by loss experience in the long

run; it might be well to coiisider ways im which human service agency management

the assumption that human service agency management influence over losses

could result in lower premiums, it would seem advisable that one individual
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w1th1n the agency be given responsxbrlrty for thos: act1v1t1es or programs
which would be likely to minimize the financial impact of losses. Included in
the responsibilitieés of this employee should be the following:

aCtIVIty, such as safety pract:ces, dr1ver selectlon and

training; vehicle maintenance; contracting procedures,

volunteer management and recruiting program;

2. The provxsron of specific guldellnes and procedures for

1mplementatron of the loss control program by management,

employees; volunteers and contractors;

3. The mOnltorIng of a1l departments and operatlons to

see that the basic procedures and_guidelines are being

followed and are appropriate; including a formalized

program of written and oral feedback from persois involved

at the day-to-day operations level;j

4, The 1nvest1gatron of all serious aCC1dents and a written

report filed concerning the nature of the cause, results

and any indications of supervisory problems leading to the
accident;

S. The development of a formalized system of accident and imjury

reports implemented and maintained for the purpose of statis-

tical analysis,; improved safaty and managerial programs and

dissemination to insurance agents for fiiture ise in setting

or modifying premium charges; and

6. The prﬂmotlon of safety consciousness through safety meetings;

literature, bulletins and other safety-oriented activities

in the 1nterest of control aud reduction of potentlal losses

“%Just as an agency can benefit from having an attorney review its legal

documents and a CPA review its financial reports, the agency will benefit by

having a rlsk manager review its operations to prevent ac;rdents Preventive

law, preverntive acccnntrng and preventlve risk management are far superior to

crisis management: In small agencies; the agency manager may perform this

function, or the locat government may offer a specialist who can assist many
differernit agencies:
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manage hazards in the day-to-day operations of the agency. Therefore; it is
insurance industry in the accumulation and dissemination of information and
experience which would be helpful in risk evaluation and measurement: It also
is financiallv beneficial for the agency to maintain a strong program of loss
control i the interest of reducing the actual occurrence of losses as well as
reducing its insurance Costs:

insurance are encountered, it is an indication that the underwriter feels that

control activity at the agency management level. When this occurs, two situa-

tions may exist:

1. The underwriter does not understand the risk and has either placed

the risk in the wrong classification or is concerned about the un-
certainty of the risk.

o

managing the program to prevent needless accidents, injuries and
financial losses:

The agency does not understand effective risk management ard is not
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CHAPTER III

RI5KS INHERENT IN PROVIDING TRANSPORTATION

Purpose: This chapter examines the legal duty of the agency, the

risk manager and the driver(s) participating in human.
service programs since the risk of lLiability suit (and

thus financial loss) occirs when one of these groups is
negligent in performing their legal duty.
A passenger transportation program is perhaps one of the greatest risks
that a human service delivery agency will encounter. Property damage; hos-

pital and medical costs, wage snd future earnings losses, and general and
punitive damages may be incurred in the split second it takes for a traffic
sccident to happen. An accident can occur during transit, while passengers

are boarding or exiting the vehicle and/or while passengers are being assisted
from hoiie to vehicte.

passengers per human service vehicle is relatively high compared to the national
average of 1.5 persons per private vehicle. Large loss accidents, while infre-
quent; compose a large percentage of the total dollar losses. For example; only
1.6 percent of all bodily inmjury claims under private automobile insurance poli-
cies were for $10,000 or more; yet they accounted for 19.5 percent of the total
dollars of insurance payments: Sixty-eight percent of all accidents are for
losses of $500 or less; these accidents account for only 14 percent of total

claim payments.

Compensation in the United States, Chicago: Alliance of American Insurors,
1979, p. 29.

%#A1l-Industry Research Advisory Council, Alitomobile Injuries and their
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On the average, property damage loss equals only about 17 percent of bodily in-
jury claims.®

Agency liability can occur in many ways. Human servics delivery organi-

zations, their boirds and their administrators have a legal duty to those they
serve and to the géeneral public. This duty; if not performed responsibly; can
iake them liable for any losses which occur.

Board members,; administrators and supervisors are subject to potential
liability both for decisions made and possibly for the failure to make a de-
cision. Board members and administrators of human service agencies have a
duty to:

1. Select and train a manager who will operate the organization

in a manner to ensure the safety of the program bereficidries;
3. Make sure that all drivers and escorts are trained properly;
4. Discharge known incompetent employees or place them in areas

where they will not cause injury;

*Insurance Facts,; 1978 Edition, dew York: Insurance Information Institute,
1978, p:. 5t:
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5. Select drivers who are physically fit to drive without sub-
jecting passengers to undue risk;

6. Select drivers whe are ematlonaliy fit to drive without sub-

jecting passengers to undue risk; end

7. Provide proper maintenance procedures, facilities and funds

to keep vehicles in a safe condition:

Duty of Manager

The agercy manzger and staff members have a duty to supervise adegiately
the agency's program. This implies that they are liable for failure to ensure
that transportatlon services are prov1ded in a reasonably safe manner. To
avoid liability, agencies are required to have (1) drivers (volunteers; emplovees
or contractors) who are carefully celected, adequately trained and supervised,
(2) vehicles with proper safety equipment and which are maintained properly,

and (3) due care in the operation of transportatlon programs:-

Duty of the Driver

The driver has a duty to passengers (including program beneficiaries

being assisted outside the vehicle) and to the general public: To fulfill

this duty to the passengers, the driver must use safe procedures to load and

unload passengers. Passengers should be requlred ts use seat belts; child

cestraint devices, wheelchair tie-downs or other restraining devices in order

to be protected properly in case of an accident or sudden stop.
A restraining device will increase the chances of a person surviving a

colllslon by QQAEEEEEEE,*

In a recent aCC1dent 1nvolv1ng a human serv1ce agency,itwo

people were killed, and a 23 year old has become a paraple-

gic. Although the accident was relatively unsevere, the

“Natlbnal Highway Trafflc Safety Admxnrstratlon, Fatal4A551dent Reportlng

_i_tem Washington; D.C. U.S. Department of Transportatiomn, 1977; p. 41.
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passengers Were not secired properly in_the vehicle. The.
The two fatalities had been sitting on folding chairs. The
23 year old was sitting on an "overturned 5 gallon bucket."
Not wanting to lose seating capacity in vehicles designed

with wheelchair spaces, some human service agencies have
used temporary seating when wheelchair passengers are not
being transported. This practice can be deadly. '

greceries; canes and crutches) in the vehicle are secured: The driver should
inspect the vehicle for any mechanical or other problems before its use:. This
dition. The driver is responsible for driving the vehicle so as to avoid any
rreventable accident: Finally; in case of an emergency, the driver should

prevent harm occurring to the passengers. However, the driver's duty will be
governed by the '"reasonable person" standard. The driver must at all times

special needs so that the prografm beneficiaries can adapt to the vehicle and
Servicé that is being provided. The driver/attendant has a legal duty to

recognize the special nieeds of all individual program beneficiaries whom the

agency offers to serve. (If an agency indicates that it does not haul children

*As shown in Chapter I due care is extreme care_ for a common carrier such
as a transit authority or taxi; slight care for a volunteer and ordinary care
for an agency.
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or nonambulatory passengers; then it does not have a duty to know how to serve
their special needs.) If the agency "holds itself out" (offers) to serve them,
then the driver must be able to recognize their special needs and to respond

in a way to prevent injury. (The recent 504 regulations have made Some

agericies legally EéépéﬁSiEié for serving groups that they had not previously
offered to serve:.) Passenger assistance should be provided in a manner that
@ill not injure or upset the passengers. The driver may be responsible for
seeing that the clients' home furgiéhings and belongings are undisturbed (not .
damaged) and are secured (doors locked) when providing door-through=door
service.* Also, the driver/attendant has a duty to be able to offer emergency
sssistance or to be able to obtain it in case of accident.

Finally, the driver has a duty to the general public to protect their
lives and property by driving the vehicle in a reasonably safe manmer, as do
all drivers using thez public roads and highways.

If an agency does its own maintenance, then it may be liable if it is

negligent in repairing the vehicles. 1If this work is done by a garage, then
the garage will partially assume this duty. The agency must show due care in
selecting a garage.

Agency Liability and Responsibility

Risk of liability loss occurs when the agenmcy and its employees have a
duty, when they are nmegligent in carrying out their duty and when their negli-

gence causes injury, death or property damage.

#1f the driver damages the door or_overturns an amtique vase in moving the

passenger, the driver may be liable. If the passemger lives alone and the
driver neglected to lock the door, there may be a claim for liability.
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The human Service agency has additional risk other than liability risk.

It is subject to the loss of or damage to its vehicles not only when they are
operating but also when they are garaged or parked during nonwork periods.
Deﬁtructive forces of nature such as high winds; floods and lightning are
uncontrollable ways by which a vehicle may be damaged while parked. Other
causes of damage during these perioas are controliable: 4 vehicle that is
parked illegally and/or unsafely may be struck by another vehicle. A vehicle
left with the keys inside may be stclen: A vehicle that is parked unattended
in 4n unsecure location may be vandalized: Accidental or unintended physical
damage to the agency's vehicle and equipment is a possibility during the

Finally; the humsn service agency is subject to losses due to a failure
to perform a duty to its own employees, whether full- or part-time, and to its
volunteers. State law places absolute liability on an employer for work
related injuries veg.rdless of whether or not negligence is inmvolved. Employ-
érs are required to carry worker's compensation insuranmce. In some States,

volunteers are covered by worker's compensation. Worker's compensation usual-

1y pays all medical bills, provides disability and death benefits and provides

gram beneficiaries, it comes under state regulations which require that opera-
tors of vehicles on the public highways be financially responsible in case an

regquirements.
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States have constitiitional power to control and regulate travel on public
highways and to provide for the public safety by establishing reasonable

have enacted either compulsory imsurance laws or fimamcial responsibility
laws: These laws are very different in each state:

liability insurance. These statutes geperally are considered to be remedial
statutes, that is, they were passed by legislatures in order to remedy pre-
viously existing defects in laws:. Prior to the opération of a motor vehicle
in States with compulsory insurance statates; the driver of a vehicle is
required to have liability insurance in force. Some states allow the driver
of the iotsr vehicle to post a bond, to provide evidence of self-insurance or
even to post cash. Ii these states, failure to have liability insurance or an
authorized substitute in force at all times generally is punishable as a
misdemeanor. Moreover, failure to have the insurance or the substitute may
result in the termination of driving privileges. Thus; liability insurance or

the substitute is to be in force before the accident.

Othier states have passed financial responsibility laws in lieu of com-

Ve

pulsory insurance laws: Financial responsibility laws adopt a very different
approach because these laws only <ome into effect after an accident. After an
accident, these statutes gemerally teguire a repoit to be file¢ with the state
motor vehicle department: After this report, the state motor vehicle depart-
~ant will send out letters to the driver or drivers involved in the accident

3

requiring the posting of evidence of financial responsibility within a .2rtain
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number of days. The evidence of financial responsibility cam be cash liabil-
ity insurance; a bond or, in Some instances, a release from the other party.
Failure to post the evidence of financial responsibility within the specified
time pericd will rezult in the revocation of driving privileges. Under most
of these statutes, driving privileges will not be restored until either evi-
dence of financial responsibility has been filed or a release from “he other
parties has been obtained and filed with the department of motor vehicles
together with a liability policy. If a lawsuit results, and if a judgment is
awarded against a driver who does not have insurance, the driver's driving
privileges will not be restored as long as that debt remains outstanding: (A
great defect found in this approach is the ability of a party to discharge a
judgment in bankruptcy. Once the bankriptcy discharge has been obtained,
driving privileges may be restored in somes states, provided that the driver
complies with the additional requirements, sich as purchasing liability

insurance).
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CHAPTER IV

RISK MANAGEMENT OBJECTIVES

Purpose: When a risk management program is developed for a human
service agency; it must be based on g@g obJectlves of

the agency. This chapter dlscusses the various risk

management objectives which may be of comcern to various
agencies.

A risk management program outlines positive daily actions which,; if

taken, either will avoid a future accident or will control the adverse ef-

dent on an organization may be either great or small, depending on the per-
spective of the organization. For example; a collision which results in the
icss of a vehicle for & period of two weeks while it is being repaired may

be a tolerable situation for a large agency owning many vehicles, but it may

hicies. Therefore, an agency must determine the objectives of its risk manage-

ment program. Risk management objectives detail the particilar consequences
of accidents which are the most important to control. They give guidunce ?6
an agency risk management program by defining what the program is tryiog to
do for the agency. The following are some risk management objectives that
may be used by human service delivery organizations. They give some idea of
how the objectives of a risk management program can direct the effort to

control the consequences of risk towards some areas and away from others.

Minimizing Financial Losses

A primacy objective is to minimize financial losses due to an accident

that is iocurred by the agency. To minimize losses; the agency must plan,

organize and direct activities to reduce the hazards inherent in providing
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transportation. The sophistication of the program depends on the o i-ctives
set for the agency's risk management prograf. Minimizing all finmancxal losses
is a strategy which may be used by an agency which has little difficulty
obtuaining troads for budgeted items but has great difticulty getting funds

for nonbudgeted items. By purchasing ifisurance for all iosseé; the cost of
the insurancs is knewn at the beginning of the budget year:

avoiding ruin, while acceptifng a certain level of noncatastrophic losses on

the basis that the agency can self-insure or retain the risk at a lower cost

than the cost of insurance. The specific risk management objectives will

designate which strategy is to be pursued:

Minimizing Losses to the Clients

Anothér objective is to minimize losses to the agency's clients. Losses
to clients inclide medical expenses; lost wages and property damage, plus
general injury-related losses such as pain and suffering which are difficult
to value monstarily. If the agency is only comcerned about minimizing its

another 12.3 percent have minimum coverage (see Table Iv-1), it is very pos-
sible that the other vehicle will not have adequate insurance to compernsate
the passengers in the agency's vehicle: If the agency is concerned about

minimizing losses to its passengers, the agenmcy wilil need to focis on pro-
tecting the losses of its program beneficiaries mot only when the agency
vehicie is at fault but also when another vehicle is at fault and has inade-

quate insurance.
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TABLE IV-1
DISTRIBUTION OF INSURANCE COVERAGE ON U.S. VEHICLES

Private Automobile -
B S Average Coverage
) ‘Percent Cumilative Per Person if 10
Coverage of Vehicles - Percent People in Vehicles

No insurance 18.
10/20 14.5
15730 7.6
20740 2.
25750 17.
50/100 14.
1007200 1.
100/300 19.
over 1007300 3.
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101. over 30,000

All Yehicles (including Commercial Vehicles)
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Percent o Percent of Percent of -
- Private Commercial ~Total Cumulative
Coverage Vehictes Vehicles Vehicles Percent

14
26:
3.
35:
50:
64:
65-
91:
100:

14.
12.
6.
2.
15.
13.
1.
25.

8.

No insurance 18.
10720 14.
15/30 7.
20740 2.
25/50 17.
5607100 14.
16007200 _1.
1007300 19.
over 100/300 3.
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Source: Insurance Serv.ces Office, 1977
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+isk management. 1If a vehicle is in the repair shop or if a driver is

unable to drive due to injuries; transportation service is restricted unless

a backup system has been provided. Also,; if a backup system is not planned
but is fashioned by whatever means is available at the time following the
accident; its cost is likely te be signiiicantly greater than the cost of
the normal operating system. Risk management efforts mzy seek to reduce

service changes due to accidents to a minimum by having available an ade-
quately prepared backup system or plan:

The agency's effectiveness also may be enhanced through risk management
by expanding available transportation options. One of the major barriers to

the use of volunteers, drivers of agency vehicles, part-time employees using
their own vehicles, volurnteers using their own vehicles, contractors, loared
vehicles and other options is insurance. An alternative backup system may

be to resolve insirarnce questions for these groups so that these other options

are available.

Minimizing Uncertainty

The uncertzinty about what could happen in case of an accident, for example,
may be so overwhelming that a volunteer may refuse to participate. Uncer-

tainty about safe procedures to use in assisting the passengers may gr=atly
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reduce agency emplovees' self-confidence and satisfaction in performing their
jobs: Providing a relatively safe, worry-free atmosphere is essential for
the prop=r functioning of an organization. A risk management program with
the objective of minimizing uncertainty therefore can create a more pleasant
OVEr:

Unicertainty also may reduce the agency's effectiveness by reducing its
available options. If a new zctivity embraces unfamiliar hazards, it in-

créasss the uncertainty in the minds of those considering the activity as to

their ability to avoid possible serious losses due to the new risk: The

risk management is to control new venture losses so that Uncertainty may be

reduced and will not unduly affect a decision to use the new option: In
this case, risk management efforts include the develcpment of staudard operat-
ing procedires and training programs and the zssurance of liability pro-

tection.

Avoiding Public €riticism

criticism. The lack of training; emergency procedures or vehicle maintenance
“hich result in an accident bring sharp criticism upon the human service

gerial direction or a combination of these three and which generates ex-
tegsive local media publicity. A risk management program may be designed to
build management credibility in the event of an unavcidable accident to indi-

cate that the agency has taken every possible action to avoid the accident.

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

One of the reasons for having state standards, state vehicle inspections and

fecommended training programs is so that the agency can show that it meets

most regulatory laws, standards and other controls are responses to a serious
ar.d highly visible accident which can be traced to poor management. Public
response then becomes formalized in the form of laws or regulations which
préscribe minifium levels of risk management for all similar groups. For
example, a nationally publicized Salifo.nia school bus hijacking im 1978 led

to the establishment of extensive school bus anti-hijacking measures.:

—

I THe—pect year; major public investigations have been held to determine

formal hearing into a school bus accident near Nashville. The investigations

usually ask the foliowing questions:

1.  Was the vehicie in good repair with all required safety equipment?

5. How old was the vehicle?
3.  Was the driver well gualified and in good health?

4; Did the driver receive proper training?

5. Was the driver instructed to use an unsafe road; an unsafe driving

procedure;, or an unsafe passenger loading procedure?

O

6. Were the passengers adequately secured in the vehicle

mined by the answers to these questions.
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cion of the .agoncy. [i many cases, the agency will nave several objectives.
Each agency must sstablish its own objective mix and must structure its risk
management poogram to accomplish the defined objectives. Each risk manage-
ment program must be evaluated on the basis of how well it accomplishes each
objective.

A recernt study indicates that human service agencies have a tendency ‘t'o'
pirchase insurance to meet minimum insurance requirements set by either the

state or the funding agency. Few programs attempt to protect the passenge

Only 37 percent hcve uninsured or underinsured motorist coverage above the
minifiuii amount: There seems to be ich greater concern about protecting the
vehicle; 84 percent of the human service agencies have collision coverage.

Tsii percernt of the human service agencies are very concerned about prote~t-
ing themselves from very targe suits and have high-limit liability coverage.

.

Two pércent simply obtain the minimum liability coverdge available
¥ Py

%Davis, F. W., Jr., D. A: Bﬁikhaltét,fw W. Dotterweich and T. Cleary,

The Social Service Insu%ance Bitemma: Drobleiis, Analysis and Proposed Soluticis,
Spriagfield; VA: National Technical Information Service, 1978, p.27.
53
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CHAPTER V

IDENTIFICATION OF RISK AREAS TO BE MANAGED

Purpose: This chapter nakes the transition from the legal duty
identified in Chapter III to specific actions_ that
should be audited in evaluating the specific human

Identification of the specific risk exposures ifi a human service delivery
agency transportatiun program is an important step in initiating a risk
management program. A systematic review of the agency's operation is neces-
sary to identify the potential for accidents afid losses that exists when
human service clients are tramsported.

Exposure areas for a transportation program may be categorized into
three areas:

1.  Risk that individuals other than passengers (the general

public) iay be injured by the human scrvice agency rehicle;
2. Risk that passengers inside the vehicle may be injured; and
Risk that passengers being as.isted while outside the vehicle
may be injured as may be the cas< .“an door-through-door
service is being provided:

[@}]

Fach area should be reviewed for its loss potential so that a program to

'manage each of these potential loss areas can be enacted.

Risk to Individuals other than Passengers

ik to nonpassengers involves the damage that a vehicle can do to the

general public; both bodily injury and property damage. The agency is ob-
ligated to reduce the chances that its vehicles will be responsible for

damage or injury to any other vehicle,; to pedestrians; to passengers, or to

sroperty: A vehicle is a passenger comveyance, but it has the potential to
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infiict serious imjury when it goes out of control. The factors contributing
to an accid=nt can be separated into vehicle and eguipment factors, human

factors and envirommental factors.

Vehicle and Equipment Factors. When a vehicle or its equipment malfunc-

tions; a chain of events may begin which eventually will end in an accident.
An example would be a failure of tail lights which causes a rear-end collisionm
that ocherwise would have been avoided. Equipment failure also may be a
cause of increased losses when an accident does occur. For example, a
discharged f - extinguisher would lead to greater damage inm the event of a
vehicle fire.

A strict maintemance program can help manage this area of risk. When
high standards of vehicle maintenance are practiced, avoidable vehicle and
equipment milfunctions should nmot cause transportation accidents. A strict

vehicle replacement, good records of maintenance efforts and managerient
review of maintenznce functions:
A daily safety check may be facilitated with the aid of forms which

list the items that require daily checks. Figure V-1 is a form used for
school busss. The operators of the vehicles are the logical persons to be
responsible for this task since they are near the vehicles and the safety
check will make them more safety COASCious.

Maintenaice work suggested by the manufacturer of the vehicle needs to

be performed. The engine, drive train and exhaust; chassis, body, brakes,

fied mechanic.
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Responsibility for maintenance should be snécifically delegated to a

person in the agency with the authority to see that it's dome. However,; this

person canmot be expected to identify personally all of the mechanical prob-

lems:. The more réspbhéiﬁiiity drivers are willing to assume for identifying
mechanical problems and for verifying that repairs are adegliate, the more
effective the .iaintenance program will be:. There is no siubstitute for daily
vigilance of the driver.

THe funding of maintemance is a major indicator of thie quality of a
maintenance program. Funding includes proper garage facilities, proper
tools and qualified mechanics who are constantly trained on mew methods.

The agency should have a special fund set aside to cover maintemance so that
maintenance does not have to be postponed due to a shortage of funding. 1f
maintenance service is purchased, the garage performing the service should
have propér facilities and qualified mechanics to do the work required.

Otie method for insuring adegiate funding of vehicle maintenance and
replacement is to set up a special transportation fund. Under their approval;
the agency estimates what it will cost to operate the vehicle on a montily
and/or mileage basis: Allowance is made for depreciation; routine mainte-

nance, fuel, tires, repairs and cleaning. The agency then pays into the
fund based upon the miles operated, and the fund pays all vehicle operating
costs. This avoids the problem of a large repair bill at the end of the
budget period: Some large companies set Uup a separate company to linpdle
vehicle acquisition and maintnenace. The tramsportatisn subsidiary simply

charges the parent company a set mileage charge for use of the vehicle.
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list of eéach definable area of maintenance which is kept up-dated as main-
tenance is being performed. ?iguré V-2 is a sampie checklist. Formal

to ensure the quality of a maintenance program and to iden-ify potential

problem areas.

Common problems which zay arise in a hvman service 2gency wmaintenance

program may be stereotyped as follows:

1. There can be a tendency to forego maintenarc.- iu crder to purchase

additional fuel for more trips when budget: =re tight.

adequate tralnlng or tools There can bf a tendency to rave ¢n—

garage. There can b“ a very strong incentive to do thlS, especiully
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are uell trai ned for trucks, trac;ors and road cu1ld1ng machinery

but who are not familiar with vans and station wagons.

4. There can be a tendency to postpone maintenmance until the next
budget year.

gemeral public. Unskilled or careless 'd'rivi'ng behavior may result in a

The human factor may be controlled by risk management. Selection of
gbbd drivers is a suitable start in managing this type of risk. Training

cardiopulmonary resuscitation) and general safety consciousness is very
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berieficial. Keeping safety foremost in the minds of drivers may be accom-
plished by sifety meetings. A safety meeting built around a driver training
movie can be very efiective. Appendix A shows the general format of a
safety meeting. The agency's insurance carrier is usually very willing to
help provide material and training.

Award programs are anrt-.ar method by which driver safety consciousness

basis of the system: Rezi:ted to an award program is an accident review
accident: It is important that drivers see that management is concerned
about having a completeiy cle-r accidext re_ord. The safety meeting is
intended to form a bond of under “tanding concerning accident prevention

between the management,; employees,; volunteers and contractors. An accident

Envirommental Factors. A third contributory factor to be identified

in accident .iskx is the environmental factor. Tle risk of anm accident is
determiced in part by the traffic and road conditions encountered along a
transportation route. Although society dictates these envirommentzl factors;
the environment can be managed to a certain extert by routing away from

to avoid especially dangerous times of the day. Most major communities have

made studies of traffic flow patterns _'a'n"d accident location densities of
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their areas. Copies of these studies may be obtained from police, traffic

or street departments. If not published, there may be a master copy avail-
able for public inspection. In Knoxville, Tennessee, a monthly accident
location map is kept in the city's traffic engineering department and is
svailable for public viewing. Such a map is useful for locating particu-
larly bad intersecticns and other areas which should be avoided if possible.

1f the locatioms cannot be avoided, drivers should be warned of the problem

Passenger risk is risk of dLcidental death or injury to the passengers

inside the vehicie. Of course, any accident which can cause external damage

to the vehicle also can he a cause of injury to the ﬁésséﬁgéré inside, so

ariy risk management effo. . U~ r<duce the external r:zk also will rediice the
internal risk: Buot internal risk. which incluades 1nji vy to passerigers and
damage to their property, has its o0 ivecial charcc.cr that the risk manager

needs to identify.

The risk hepins upen che embarking of the passenger. Different ftyres
of clients requi.. difterent kinds of handling and cars. Wheelchair users;
the btind, the frail elderly and passengers with developmental disabilities
have special néeds which have to be attended to whern they 7re heiped on and
off the vehicle. A standard operating procedure for the proper loading and

reccgnizes the risk to the clients as they become passengsrs, is necessary

for the management of this risk. The procedure should concentrate on reduc:
ing passeiger loading and unloading accidents to both the passengers and Lo
the driver/attendant. (Special training is rieeded to avoid back injury to
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drivers.) Anmy part of the procedure that has a potential for an accident

needs to be identified and limited as much as possible. For -:anple, the

The standard operating procedire may include the use of 1ifts; ramps;
stools and other devices for raising the passenger to vehicle floor level.
It may include verbal imstriictions given to clients to avoid umexpected or
Confused actions on their part, use of grab-rails and proper reach clearance

After boarding, the next area of risk to persons inside the vehicle is
the placeiient of passengers within the vehicle. All objects; ifcliuding per-
sons, that are not secured become dangerous missles during sudden decelera-
tion or change in direction of the vehicle; which may occur during a crash.
A& workable method of tying down wheelchairs should be present and used if
wheelchair passengers are carried: Ciutches; canes; folded wheelchairs,
packages or any other ‘bjects must be secured. Temporary seating sich as

to passengers inside the vehicle. It doés little good to secure a wheel-
chair uniess the person is secured in the wheelchair: Likewise; it does
iittia to reduce the chance of injury to 4 wheelchair user to place a seat
beit around both the passenger and tie wheelchair if the wheelchair is not

tied down and the weight of the wheelchair (especially anm electric unit)
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willi be forced against the passenger 1in the event of a collision. Consid-

aration also should be given to other restraining devices; such as shoulder

belts for those with upper torso weaknesses and child restraint devices for

those children under four years of age. Padding protrusions inside the
vehicle can also rediuce the risk to passengers. Vehicle specifications

should emphasize padding of lift equipment.

’
Mich attention has been given to the use of wheelchair lifts which make

it easier for the wheelchair user to enter the vehicle. Omne advantage of

using privately-owned automobiles, however, is that the wheelchair user
generally is better protected during the trip: The private automobile

offers shoulder belts to support .he upper torso, a ﬁaddéa dash to cushion
impact, steel beams in the door to protect against collision from the side;
head restraint on the back of the front seat and all of the other vehicle

b National Highway Traffic Safety Administra-
tish  TFrom a risk management standpoint, the agency must decide if ease of
éHiEy or safety during the trip is the prime consideration when selecting
vehicles to transport frail or nonambulatory passengers.

Lastly, the compatibility and temperament of clients is a consideration

when placing them in the vehicie: Actions bty the passengers must not dis-
tract the driver from whe driving task. The major function the driver

serves wh:le driving 1is to transport the client from ofie tocation to another:

hicle is a must fcr the safe transportation of the

passengers. A major study 6f the causes of traffic accidents found that
fire percent of accidents were caused by the driver's attention being shifted

~

ty .iii event; activity, object cr person with.n the vehicte.

#rrest, J R.; et al., Tri-Level Study of the Causes of Traffic Acci-
dents; Report No. DOT-HS-034-3-5-35-77. Bloomington: Indiana University,
1977, p- 203. 65
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It is recognized that some clients may have unpredictable needs. If

passengers require special attention during the trip, an attendant or escort

Dispatching procedires; scheduling and routing procedures cam create
stress on the driver and passengers while enroute. Lengthy trips can bring

on fatigue for the driver and may cause discomfort to the passengers:

chance that driver stress will be a factor in an accident. Most trips
should have upper limits on their transit times which coincide with the en-
durance of both the ciients and the drivers.

To control the risks to passengers while enroute, the driver should be

prepared if a medical emergeacy occurs. Any emergency medical training that
a driver has will be bencficial, but the driver must have a proceduré to
summon help if emergencies occur. Also, a mechanical breakdown should not
bring confusion upon the driver. This is especially important in rural
areas or during cold weather. The driver should be briefed beforehand on
the procedure to folluw in case of mechanical problems. The drivér should
whether to l.:ave the passengers to get help or whether tc stay with the pas-
SENgers:

Escorting and special handling of clients outside of the vehicles is an
area in which trie drivers need special skills that are not a part of the
driving va~k: The commitment of the drivers to the special needs of their

passengers is essential ii this phase of transportation. For exarnple,
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inderstanding the perspective of the blind; 6f those with balance diffi-

culties; of those in wheelchairs; of those of extremely short stature, or of

ing to use the transportation cervice needs to be well understood by the
driver. 1In addition, the assistance should be given in a manner that does
a0t embarrass or humiliate the passenger. (When a humiliated passenger is
injured; especially if the passenger told the driver not to assist them that

way, then the suit will probably be large.) The driver should be skiited in
wheelchair passenger assistance techniques and other passenger assistance

techniques as they teldte to the human service agency clients:

Identification of risk in the arec i passenger assistance can begin by
consideration of the loading and unloading zones used. A traffic free load-
ing zone with good footing is bast. The availability of signs, flashing

the flow of traffic and escorting clients down steep inclines.

An important point to remember when identifying the risk of loading and
unloading passengers is that conditioms around pickup and drop-off points
constantly change. A procediure for soliciting feedback from thke driver om
the hazards of loading «nd unloading zones would be very useful to the risk

manager: Continual actions to reduce these hazards by instructing drivers
to choose the best loading points or developing special protected loading
sreas could then be part of standard risk management proci.’uwe. Safety

meetings are an excellent location for addressing these questions.
Notifying the driver of any special client needs when a trip is dis-

patched is an aid to risk management. Knowing what to expect will help the
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to be frightened.

A passenger file or briefing procedure containing each client's special
requirements relating to transportation would give the driver a source of
information to use to prepare beforehand for the clients to be transported.
The file could record ~he passengers' spec.i .ssistance requirements, their
tolerance for travel and their experiences in being transported. If an
agency has transported a passenger many times before and that passenger has
well recognized special needs; the agency can expect suit if the passenger
is injured by 2 new driver who is not aware of the special needs.

When an agency regilarly provides transportation to a program benefici-
iry, the driver should be advised of any special needs or tendencies of the
passenger that should be recoguized and should have corrective action taken.
The driver also suould be given detailed procedures for securing a person's
house when providing door-threugh-door transportation. For example, if a
driver picks up a wheelchair passenger or a blind passenger who lives alone,
the driver has a responsibility to secire the passenger's house: The driver
must be trained to ask the passerger for detailed securement instructions:
1f the passenger is unable to speak, then perhaps a social worker will need
to meet with the passengér to obtain detailed securement procedures to

tion should be provided.

Paramedics have a standard procedure to identify several prominent
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:dentification and to see if the injured person has any identified medical

problems. This is important sinze it is nct Unusual for the paramedics to
be charged with theft of personal funds by the ifijured party. To prevent
siich charges, docr-thrcugh-door service guidelines sncuia be established:
For example, the driver could be prohibited from being in the house withkout

When people with special ..eeds are transported, special assistance must

be given to assist them in using the transportaticn without numiliation or

injury: If speciat assistance is required, sp=cial training must be given
to the drivers:. IF an agency offers to transport people with special needs;
it must be prepared to assist those whom it offers to help. From z purely

le al standpoint, risk can be avsided by not offering to serve those who

Have special needs: Thus no training or preparation is necesszry and the
risk is avoided: Where the agency has a social mission, however, it mus:
pro-ide the training and preparation necessary to see that all passengers

get the sssistance they need t, complete the trip safely:

Socuments Available to Help Identify Risk

Driver Records. The screening process which occurs when drivers (em-

ployees, volunteers or contractors) a‘e first hired (recruited or contracted
for) should produce a file containing each driver's state department of
iocLuor vehicles record, information on the driver's physical condition; the
re<ilts of a check on the driver's references afid commeats by the Inter-
viewer regsrding the driver's employment initerview. The driver's file
should accuiulats a record of the driver's accidents while emploved (if
any), 4 record of any driver training; medical emergency training or passen-

ger acsistance training and comments received from clients con erning the
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driver's performance. The driver's record provides a soirce by which the

de: "+ 's skills; attitude and ability to practice self-control are revealed.

.. .wsTy, a driver file should contain the employment application, the
ariver's state motor vehicle record, the driver's licénse number, physical
health records, past work references, comments of interviewer regarding
employment interview, accident record, record of training and public com-

piaints and compliments. The driver file should be kept up to date.

Vehicle Maiinitenance Records. Another source helpful in identifying

risk, especially in the area of vehicle and equipment failure, are vehicle
maintenance records. The records may contain maintenance procedures; rec-
ords of preventive mainitenarnice performed and daily safety check sunmaries
from the drivers' daily safety log. These records provide a measure or the
quality of ap agency's maintenadce Program.

1f maintemance is performed by contract, that is, performed by a

mechanic in private business and not employed by ““= agency; the quality of

the maintenance progcéi« ai.  needs to be measured.

Client Records. .e* ancther source of records useful to the risk

manager are client records. In addition to the necessary information about

the client, including special assistance needs, a record of any grievances,
complaints or incidents regarding the transportation of the client should be
kept. Some hospitals have patient representatives whose fumction it is to
be in touch with patients to respond to their complaints: The theory is
that much litigation can be avoided by establishing concern for a patient's
complaint before an incident becomes a law suit. In case there is a law

suit; information about the incidernt and the patient/hospital retations

)

surrounding it are on record as good evidence:
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Client records for the agency can serve the same purpose. Maintaining
a good rélationship with the client may prevent a smail occurrence from
being litigated. In many cases, medical costs for an ipjured human service
agency client can be settled by nedicaid, medicare cr Veterans Administra-
tion benefits. If the agency makes a concerned effort to assist the client
i obtaining these benefits, the client is less likely to make a claim with

the agency's insurance company for compensation or to file a formal law

suit. The agency therefore can reduce its claifi losses by coordinating the

Contract Review. In reviewing risk exposures, it is important to know

the contracts and understandings between the agency and its employees;
volunteers, contractors and maintenance personnel. A risk management pro-
gram miust consider not only the contractors' levels of competence to do the
required job but also their ability to provide reparations for the injured
in case of injury:

The level of finarcial responsibility between the agency and its con--
tract providers needs to be determimed. In case of anm accident, who will b:
responsible and to what degree? Is there a degree to which a party will bt

heid harmless (if the other party has the financial ability to hold harmless)?
Determination of contractual risk is v¢ital in idernitifying the amount of loss
the agency will Have to bear; thus: determination of responsibilities is
vital in determining the amount of risk involved in the operations of the
Egéﬁé§;

A contract with a transportation provider should be reviewed to deter-

mine their screening and training procedures: The quality of the provider's
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drivers, vehicles; equipment; supervision and operating procedires may be

assured by specific requirements in the contract to which the provider must
adhere: The Knox County,; Tennessee; school board coantracts with 125 inde-

pendent school bus operators to c:aasnort students to Knox County schools

io 235 buses: The contract requires vehicles to meet age standards, to be

pass a periodic safety inspection given by the county: California school
bus contractors are required to have 20 hours of on-the-road and classroom

training before they cam drive: By these and other requirements,; the school

Other Soiirces of Risk Identification. An understanding of agency

operations is crucial to understanding its risk. ~Personal interviews with

cther people in touch with clients can reveal risk areas which may have been

missed. Drivers may know of the special hazards of various roites, the
special passenger problems that occur while the vehicles are moving and that
detract from their driving, the conditions around loading and unloading

zones and so forth. Social workers in touch with clients know of the pos-

sible problems they may have while being tiansported. Information from

can give a good estimate of the quality of the maintenance being performed,
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drivers being used by the agency and can give some idea of the pote.icial
for driver improvement:

One more solrce for identifying the risk areas of social service agency
transportation not to be overlocked is the experience of other agencies. The
experience of others gives the agency some idea of the risks it faces. Even
public transportation operatisns such as taxicabs and airpo 't limousines may
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CHAPTER VI

MEASURING RISK

Purpose: Before a risk management program is developed, it is
important that each risk identified in Chapter V be

measured to determine its potential for loss. Once the

risk has been measured, the risk manager can evaluate

the benefit of alternative risk management strategies:

To prepare for the consegquences of risk, the potential impact of a lriss
due to the ri.« must be measiured. The more accurate the risk can be mea-
sured and the greater the certaiiity of avoiding catastrophic losses; the
more accurate and reasonable are the insurance rates: It is thersfore

There are four elements of risk measurement. They are °requency,
severitv .. ~ted iosses and variabili* - Frequency refers to the number
of losse. will sccur within a cer’ time frémé. The frequency mea-
curement of risk is a prediction: It .s bac.d on the probabiliry that the
bor of lossas whicli occurs within a time perics will approx:ima: 1 given

loss per loss occurrence is the measure f severity: It is also a predicted
value based on the probability that the average loss per occarrence is
ceniteve-: around a certain e:pect-d meaa. Most organizations bzse accident

freqiency on accidents per one nillion msles of operation: It is a:wvayc
idvisible tc compare frequency and severit. -ecords not only against the
national average, but also against the agency's previous years.

For example, the Highway Loss bata Ilustitute reports on tae collision

coverage claims for damage to 1977 model year vans under ucncummercial

~3 .
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collision coverages. It has data on 3,345 insured vehicle years ot the 137/

Ford E-150 Eccholine van. For that amoun. of risk exposure, there were 291
losses. Therefore, the frequency of the collision risk for the Ford Econo-
line van is 291 losses ver 3,345 insured vehicle years (.087 losses per
vehicle). If an agency had 23 noncommercial 1979 model Econoline vans and
if all conditions remained the same, two of tiése vans (23 % .087) would be
expected to have collision damages each year.

The Highway Loss Data Institute also reports that the payments for
exposure was $124,554. This gives : measure of the severity {average cost)
of each loss. Because the exposire had 291 losses, each loss averaged $428
(1124 .5547/291 lasses). Therefore, tk measure of severity for this risk is
5428 average . ss per claim.

The expected total losses per pe iod is the product of bott the fre-
quency and severity measures: In the example given; the ékpéttéd totui
collision damage losses for 23 vans is $856 (2 x $428); which is the product
of =ne expected frequency and the :xpected severity of each occurrence.

Pespite the completeness zad accuracy of statistical analysis, varia-

predicted. The amount of variation i; a mzasure of the riskiness of measur-
ing the exposure. Altiiough a loss of $856 for 23 Econoline vans over a

period of a year migh be expected, the /ctual loss may be qui-e diiferent.
There can be variations both im the -requency of losses and in the
severity of losses. If for every 23 irsured vehicle year exposuras of Ford

. *Highbway Loss Data Institute. Automobile Insurance ..osses Non-commercial
Collisi -~ . verages. Report ALDI V78-1, Washington, D.C., p. 7.

e
f“t‘
9




O

ERIC

Aruitoxt provided by Eic:

Econoline vans randomly selécted there tended to be about 2 collision losses
costing sbout S499 cich, then vhe variability inm fae measure of cisk is low.
However, if for every 23 insurad vehicle year exposures rardomly selected
Lhere is s wide range in vhe number and severity of less=:; with little
clustering «round an iverage valie, theii the variability in the —=z2sure is
high.

[f variition is very low, the insurance is ot needed. The agency
operating 23 vans could simply budget for two accidents of $428 each and be

assured that this was adeguite to cover losses. If wnriation is very high,

. -ce:rsary to protect the agency from a larger loss. (it costs $856 to cover
oi.. 6ss; plus $481.50 for cverhead and administration of the insurance
process.)

The ieasuremeis of a risk reguires that it be classified within a large
grotp of simi.ar risic: Aggregate historical data from the :ioup then is
4ssd to piodiic the futnie expected tctal losses of the wholi group. lnder
tlie irsurance concept, eacq member pavs a relative share of the expect:d
ots] losses of the whole group of similar risks.

A ¢.ncr eyaluation of the risk of each group member; though, wouid
reveal that s~me have a greater chance of ivss than others. For example, an

@ill have a greater chance of collision losses thunm vans w:.tiout the defect.

Those w.th the safer +shicles voi'd feel it unfa: to be Ciassified with the

poorer ricKs: However, as a préttitéi iiacter, -:.sigacton of i idividual

risk can be refined cnlv to a tértéin i2gree. Classifications f.r risk

purposes must be hre-dl o Lugh te in;iuae enough risks to provicde statisti-

callv sierificant foss data. The insurance industry requires dat. 4 1,069
77
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losses before the data can be considered to be statistically reliable.

be covered in éach class to get adequatr statistical data: For purposes of
f-irness o thé individual members of the pool, the classification should be
narrow enough to exclude risks that sre far greater than the average:. It is
bersuse they unduly increase the expected losses of the whole cless and thus
incresse the premiums for all. The classification process tries to draw an
équitable line between a broad classification and a narrew classification.

The case where 3 risk is new and unfamiliar presents special prohl: .
Underwriting criteria cannot be set where no statistical base exists. Aw
analogy must be sought iastead, but there is 2 large potential for mis-
Measurement becauss a new riok may not be like aay other. Until soiie indi-
~itish is estallished of the loss experience (hoth expectéd !-sic’ and
viriit.on) likely to be crcountwured from 4 new type of risk, rat.s tor a new
risk are set high to hedge against uncertainty. The-efore, -he Lest way to
get lower rates is to gprove that a risk's losses will be constant and not
éktrddrdinéry.

i faeling for the size and the nature of avtomobile losses car be

contracts: (Data is not yet published for @i svcvice pregrams.) iutos
mobile injuries are compensated bty four major auto inmsurance coverages:

1 Bsdily Injury Lizbility. This covers the insured's legal
l.ability up to a specified policy limit if the insured causes
injuries to someone because of owner hip, maintenance or use of
.he vehicle.

Medical. THis pro i. i ~su-party coverage agiinst medical
losseés of the instured and - _.hers in his vzhicle. Firei-{ cuy
coverage refers to coverage under which the insured collecis

fA+ his losGés Siom his own insurcr regardless of fault.

o
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3. Unlnsured 5rorlst Thrs coverage enables the insured to

pullt” llmmt the amount that the insu: ed vould have been able

r wcollect fromr in uninsured or hit-and- -un motorist that
¢ 1sed the accident.

Personal Injury Protectlon TrIs is first-party, hdfféuit

coverage in which an insuror Days, within specified limits,; the
wage loss and the medlcal k- spltai rehabilitation and funeral

expenses of the 1nsured Vothers in the vehicle and pedes rians

SN

struck by the insured. Pevsonal 1n3ury protectlon is extendeu

first-party insurance that is 'sed to fill the gap in no-fanlt

states where tort 11t1gat10n is restrlcted It a‘ao 1s offered

alternatlve to tort-based compensatioa for automobile acc1dent
injuries.

1able Vi-1. The average number of claims per accident 's 1.58 for bodily

irjurvy and 1.42 for personal injury protection. (Since vehicle occupancy is
higher for humin service vans; a larger number of rlaims can bz expected:)

The claimant's age is a factcr in accident involvemert leading to a
hedily injury claim. A distribution of bodily injury liability claims by
age ~~mpared to the d.ctribution of as _te U.S. population is givea in
Tabhle V -2: The table shows, _nstance, that the age group from 16 t» 20
is invoi i in antomobile inju.iés more than its proportion of the popula-
tion warranfs. Senior citizens have fawer cl. .is, but they also travel
fewer riles each year thed vounger drivers.

Aj proximately two-thirds of the zcomomic loss sustained by injured
persons arisas from medical ezpenses.* Inpatient héépitaiizatidh atid physi-

cisn’s fees account for most ¢€ the medical expenses. Table VI-3 shows the

%This statistic varies substant.sliy ~-om the 1972 i» 5. Department of

Tr-..sportaticc no-fault study which ind:icates that lost wages comp’ i
nesrly three-fourths of all claimea:
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[ABLE VI-1

PERCENTAGE OF BOD?LY INJURY CLAIMS BY CGVERAGE

Coverage % of Claims 7 Average Payment

Budily Injury 41.6 $2,955
Uninsured Motorist 5.0 3,316
Medical 1.5 502
Personal Injury Protection 37.05 920

Soiirce: All-Industry Research Advisory Council; Automobile Injuries
and their Compensaticil in the lrited States, Chicago: Alliancw of American
Insurors,; 1979, p. 19.




TABLE VI-:

DISTRIBUTION OF BODILY IN' . “AIM.NIS BY a°7
ige % Claims “ (1.8 bopulation
6-15 12.8 26:4
16-20 18.2 9.8
31-24 12.9 7.2
35-44 34.1 23.6
45-64 17.0 203
over 65 5.0 16:7

. Source: All-Industry Research Advisory Council, Automobile Injuries
and their Compensation in the Liited States, Chicago: Alliance of American
Tnsurocs, 1979, p. 29.
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TABLE VI-3
ECONGii. > LOSS BY ELEMENT OF LOSS
{Tort States)

Element of Loss Average Loss % of Total Losses

Total Medical $ 755 66.3
Wage Loss 1,033 31.5
Essential Services 697 .9
Rehabilitation 676 1
Funeral Eapenses 1,735 1.2

Total 54,396

. Source: All-Industry Research advisory Council; Automobile Injuries
an@rtﬁéii Conpensation in the United States, Chicago: Alliance of American
Insurors,; 1979, p. 41.
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average ecomomic losses by the element of loss for those states without
personal injury protection no-fault laws. The distribution for states witk
personal injury protection mo-fault laws is very similar.

greater than §5,000. Table VI-4 shows the distributionm of ecomomic toc. b

sise of loss for states without personal injury protection mo-fault laws.

Medical expenses tepded to increase with ~  Wage losses increase
steidily with age up to age 65: Both mediczl ~.» ses and wage lnsses tend
to e lower for fema'es tham for males but females over 65 had highest

tiedical losses. (Th'c may be an importart coasideration for humvon service
ageacies.) Table VI-3 shows the types of ecomomic losses by age and Sex.
Feuwsr thar 20 percent of the claimants wore hespitalized; and most hospital
staye lastid less than two weeks. About 30 percent of the bodily injury
claims involve reimbursement for days of wage loss: Two weeks is the madian
amoudt of work days losc frow an injury: The average f-r wage loss i5
$2,;300.

Automclile insurance covered only two-thirds ct the ljsses ard <laiss:. The
greater the ecnnomic loss; the greater the likelihood that more than oiuie

cesibursement source will be used. In general,; government Jenefits were

orly availabl~ co a smr1’ zroup of people in this sample. Where they were

5.6 p.rcent of the tota’ doliars paid and these payments were from govern-

mBht Scii ves). When an agency transports primarily senior Citilzens or
83
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TABLE VI-4

ECONOMIC LOSS BY SIZE OF Libx

(Tort States)

, 7 Cumulative , Cumulative Ag::
Eccroroo % Percentage of % of Total Percantageﬂgf
! Of Losses Losses Dollatr Amourt Dollar Amount

8.0 3.0 --- ---

1-7.90 59:4 67.% 9.2 9.2
501-1,600 12:8 80.2 8.9 18:1
1,001-2,000 g:2 89.4 12.7 30:8
2,601-5,000 6:8 ) 20.6 51.4
5,061-10,000 2.2 98.4 15.0 66. 4
10,001-25,000 1:2 99.6 17.9 84.3
over 25,001 0.4 100.0 15.7 1000

7 Sowrce: All- lndustry Research advisory Council, Autcmobile Injuries
a: their Compensation in the United Sta*es, Chicago: Alliance of American

Insur..rs, 1979, p. 41.
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TABLE VI-5

ECONOMIC LOSS BY AGE AND SEX OF CLAIMANT

Age Average Medical Loss Average Wage Loss Other Loss
Mile Female Male Female Male Female

0-15 5 714 S 473 § 15 s 1 $20 § 19
16-20 936 665 187 172 36 33
21=24 1,154 661 600 263 39 14
25-44 1,005 797 846 390 17 21

4564 956 1,037 1,004 414 28 46

-
[\
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oo

Total 5 968 s 792 5 579 $275 o

Shurce. ail-Industry Research Advisory Council; Autcumobile Injuries
and their (cmrensaticn in the United States, Chicago: -~ .liance of American
fnsurors; 1770 p. 43.
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TABLE VI-6

USE ¥ REIMBURSEMENT SOURCES

Reimbursement Source % of Total Injured % of Total Dollar Paid

None 13.7 ==

[N
N
w

Group Health 32:1

(U, 0]

Worker Compensation 2 8 3.

Auto Insurance 65.9 67.

i

Government Sources 3.7 5.6

Other Insurance , o o
{(i.e.; Life Insurance) 3.0 1.1

. Source: All-Industry Research Advisory Ceuncil, Automobile Injuries
and their Compensation in the United Statés; Chicago: Alliance of American
[S

Insirors, 1975, p. 1Z7: ®




O

ERIC

Aruitoxt provided by Eic:

sigce virtuilly all passengers will be covered bv government benefits such
as medicaid, medicare ~nd “et=rans Administration benefits.

It Is important that human service agencies begin to accumulate data of
the frequency, severity, cost, variation and source of reimbursement for
human service vehicles to guide them in evaluating their risk management

many program beneficiaries are already covered by existing public buv:-tics.

The fact that the insurance companies are severely restricted by the wvari .
state collateral sources rules makes it extremely important for humar ser-
vice agencies to become invelved in the coordination of benefifs to prohibit

mult.ple payment sl pubilic expense for the same injucly.
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" . "~ CHAPTER VII ‘ 3 R
AiféﬁﬁAfiVE;ﬂtiﬁ@ﬁs FOR DEALING WITH RISKS AND THEIR APPLICABILITY

Purpose: Once risk managers have idefitified and measured each

himan service risk; they are ready to develop a strategy
for copigg with the risk. This chapter is designed to

identify various Strategies that can be used to either X
eliminate a risk, accept or transfer the risk. Insur-

ance, for example, is simply one method of transferrlng

a risk.

. o T ,,,,;-,, D
In dealing with:the risks facing an agency, there is oftem a4 tendency
: - ] - ¢

to assume that insurance is the only method available for coping witlr poten~
. . . ;o -

.‘tial financial loss. A variety of methods, iﬁéiﬁdiﬁg insirance, may be used

aldne. or in combinatioh to cope with risks at the. agency level These

methods are explalnedu;n some,detalia_gfxlterlamaremset forth to a1d in ,”f,f;,

determining how these methods m1ght be used to deal with spec1f1c risk

fménagement“ptoblems. Although admittedly an oversrmplelcatlon, the mne-
3
~monic "EAT'" has been used tu identify the three maJor categories into which.

all risk/management techniques fall--elimination, assumption and transfer.

Elimination : .
This broad heading inpiuaeéa\a variety of methods for getting rid of all
or part’ of any risk. 7 -

.
e

Avoidance. In ‘its strictest sense, avoidance is a deliberate effort to

avoid any particular risk exposure. While rlsR av01dance is simple and

absolute, there ,are serious pract1Cal 11m1tatlons to the appllcation of this

method’ ,Garrled to a ridiculous extreme, it could be said that’ an agency

can avoId all risks by merely dlsbandlng the agency--lf it does nothing, it
has no risks: On the other hand; common sensé would dictate that a Variety

<
- >

U S R
-of functions and activities afe essential to Successful agency operation and

L]

to achievement of the agency's goals. : -



. . However, avoidance‘might be used either where a particular activity or
o] - ! .

function is unnecessary to the ove;all goals of th; agency and théréfdré;

can ‘be dlscontlnued or where the same’function can be performed by someone

~
- » «

~else such as contractors:or vdlﬁhteeré.
: . : 7

Transferring the transportation task to another group is one way ot

v avoiding the risk of a transpbrtatlon accident. Clients ccﬁld be given a
;

ticket or voucher and instricted in, the Use of local transit systems, taxi-
cabs, other human service or nbnprbflt agencies or some other tran@portatlon
provider They may even be referred to family, friends and ne1ghbors who

. w1ll drive them to the agenty, perhaps w1th the agency re1mbursing the,

person who transports them. If an intercity tr1p is 1nvolVed3 they cculd be

referred ta“aﬁ“iﬁtéréit?*ﬁﬁ§”liﬁ€"6r evefi an a1r11ne;”iTﬁé agency heips-the

portation, it is not liablé for accidentst In th;s way, liability for
transportation accident;is eliuded by the aggné? and is taken aﬁ by the
provider fourid for the client. (This .is an approaeh frequently used by the
Veterans A&miﬁiStratibn which, for example, reimburses the veterans for '\
their costs of trahspbrtatlon. " It avéids liability and eiiminates»capitai;
operating, aiépatchihé; maiﬁtéﬁaﬁté; and other managériai problers. )

-

-»
Liability for negilgent marntenance efforts may be avoxded by contract-

ing with a local garage for maintenance or by Eéﬁtréétiﬁé for tfaﬁéﬁbrtatidﬁ

where the vehicle is maintained by the contractor. If the agency is reason-.

7 551§ prudent in §éiéétiﬁgAa qualified garage, iiéhiiitﬁ'faf an accident due
' : s oo ,
to negligent maintenance would generally belong to the garage. The con-

Eraétor; whether a local cab company, an individual 6wﬁer76§érat6rq a staff

. &

j . - : ' ,' - - a
. 90 ‘
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would be responsible for maintaining the vehicie; thus transterring this
S 4 - .
risk from the agencv.- : . . ' :

The risk of transporting passengers to a service may be avoided by ; ;

transpbrtlng the service to the client. Meals-on-Wheels is an example of

this. ~ﬁ‘lthough transportation risk is stlll present, liability t6 ﬁésseﬁ:

-

gers i3 not incurred., S .te other examples of sef%lce being trdnsported to
" clients 5§Eféjbbbkmbbiie,:drug and grocery deliveries’ and the establishment
of neighborhood clinics:

. - - ‘;

Selective ;risk avoxdance is another means pf hahdllﬁg rlsk Tradi-

could control their 1osses, thelr insurance, costs and the1r employee train-

1ng budgets The estabiishment of a specific bus stop; for,eXéhpié; meant °

that only people that could get to the Bﬁs stop could use the service. ié
was easy for them fo éﬁéaﬁiagé,épé6i31:fisk passengers to use éitétﬁéte )

o

transportatxon providers or to offer free transportatlon to an escort who

assumed responsibility for the special needs of the speC1al rlsR p asSenger. »
Airlines; for example, refuse to transpOrt chxldren under £1ve unless ac-
companied by an adult: Bus Eéﬁﬁéﬁies give free passage,to an escort travel-
L ) o g ° S\ i
ing with 'a handicapped person: cn - , . Q

. ;‘,, S S SO ;7‘:‘-: o R Y R - 77_i R

*  Human service agencies are finding fp necessary to serve a need mid-way

K . . . 7-‘ , Y . ‘ ~
7.

between the transit bus and the ambulance. Their ‘humanitarian missions will
fot allow them to avoid sé'wi'ng their Beheficiérie‘s’;‘ special needs, nor will ‘\

To control losses, however, they are finding that they requlre a hlgher

level of training than is requitred of transit bus operators but less . traiping R

99
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‘than is required of .ambulance paramedics. The major dlfferences in training

driver is the most Important area for human service agenﬂy rlsk management

an ,

Loss Control.- A broader and,ndreapracticéi dimension-of ‘elimindtion is
. . e N .

‘

S generally referred. to as loss control. - This represents a partiai avoidanté

reduc1ng the economic impact (severlty) of those losses which do occur: "In

.

both casés— the efforts at loss control are d1rected toward m1n1m121ng-the

'occurrences of losses “and the undes rable effects of‘losses wh11e malnta1n-7
#- : . \C . . o
ing thé risk within the agency. Any loss control progran fiplies a high .

-

3
. _ha‘zards and outcomes which can be expected_ in the event of loss. - . A

. . . . ) . : * * - . ! ~ v
-One of the most effective loss contrql aésiéés is that of hazard reduc- ’
. . requc

tion: Hazards have been defined as those condrtrons or c1qcumstances whlch

. - .
-

increase the likelihood of a’ 1oss arrsxng froﬁ,a.partiéﬁlar peril. Hazard
°%

—e- Mo . : . PR P s
made and a varIety of technicaZz and psycholqglcal steps are taken“tg'ellml-

nate of reduce:the ex15tence of these hazards E?aﬁples abound; but the

adherence to vehiéle,safety standards; drive¥ training and propér securing
3 -

of passengers all represent hazard reductron technlques . - -
. - . ,

. Loss\control programs requlre more advance plannlng, techn1ca1 research,
. S L

- NS

istrative fbllijw:thi‘bﬂgh that go into it;. A §igﬁifitéﬁt 'am'o'unt;of_,,help and
\ R _ ) :
: . ‘ - 92 ) o
ot - . ; ) | " .
O
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- . - 3
- guidance can be obtained in this area through natlonal safety org 'niz’éti'o”nsi

> . -

achieving gainms in ‘these areas have been determmed éiﬁp_hasis should shift /-

to implementation and to education and’ training of p’ei‘sbﬁﬁell.\"éitép't fbtj'

acts of nature which cause. 1655&5, .most failure to prevent losses can be .

-

v

attributed to human ektror lor lac/k of judgment'f-

Educatlon and training must start, W1th the risk management principles \

themselves and the ways 1n wh1ch these pr1nc1p1es can be apphed in loss i

’

—— .2 S R ‘,, e

ﬁmpd‘rtance of loss control programs and overall responsﬂullty is asmgned

- for .their iaﬁgfaéﬁtatiaﬁ Such implementation, of course, takes place at’

> 3
~the day-to=day- act:.\ux,y Jlevel-of dmvers, mamtendnte personaei'——volunteers- e e
) - ’ . L

coritractors; c11ents and others A loss coitrol program W111~never work 3

unless the manager actlvely part1c1patcs, it is-disseminated to the persannel

’ c

- &

and an ﬁh’déistéﬁdiﬁg 'o'f.it's importarce ;itid how ig mjist operate is conveyed

A

. .
-

to them. - . : | : R ‘?
N . ' ‘; . i ‘ ; /

agency and the keeplng of 'a'p’pr’o’?rlate acc1dent records ‘are :mvolvea in

Y
o .

proger safety programs.
A very specific area in which loss control can be practiced has to do

with employee selection and. training. - The purpose here is to obtain the
/ ! PUIRS . .

- -




AT v . vt : E

best quallfled and best-equlpped persons for partlcular jObS ' such as vehicle
driVéts. The agency shoﬁld ﬁéké éVery éffort to’ Evoid indiV1di§ls,Who aré

ali enated to the mission of the agenc and ersons w1th moral or morale :
] V} g y. P

T hazqrd tend}ncles The agency should select appllcants who have the neees-
-~ , .
sary motor skllls, att1tudes and -motivation so tHat they can be effectlvely

téught the specléllpéssenger assistance skllls réqulréa of Véhicle drlvers.

. ~

, Those 1nd1V1duals who are under severe stress; those who rebel aga1nst

. - —— B - — R - —

,h;ghway rn1es; and those who are subJect to health problems Wthh can ffééc

o

" ‘their driVinghablllty should not be selected. Appllcants should subscrlbe

- . .

) L - o .

to the overall a'géhcy mission of client ser'\iice.and safety.- ‘bne of the .

:

e objéctlves; otherwise, they would ‘not have‘volunteered

In general, an agency which has the managerlal de51re to reduce’ 5661-
. o - a - S - V 3 . ’
““V””“dents, ~which has ‘d . good driver selectlon and tra1n1ng program End which haS‘“‘

Y

' \trénsportatlon program W1thout a strong loss control effort.

. - -

" that the cost of actual losses can be minimized. LOSS“redUCtlon can be St

™

- 7 iich}eGed throngh improving claxms hahdllng technlques and through maklng it

,,,,,,,,,,,,,,,

especrally not to engage in arguments'or f1ghts follow1ng an acc1dent.

e

(This is not an unusual occurrence: ) Proper ¢iisnt hand11ng deV1ces such és

safe hydraulrc 1ifts and wheelchatr hold downs in vans; accompanled by

‘ - — -
pergonnel who are skilled in their proper use,; are gdbd examples of loss

ERIC
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‘R method of loss reduction available to governmental human service
ageries is the limitation of fiébiiiii by legal means. An outgrowth of
gd'\iérm}iéntéi imfunity is the Board of Giﬁlrﬁs;- The South Catrolina’ Ebéri of
Claims, for instarce, is given the authoifty to promulgate rules and réguié-

v T '
tions for the settlemernt, of cl;ims agaiﬁst the various state agéﬁciés and
bérscﬁnéi. ﬁheq a vehicle from a state-related agency is in an-accident
with a civilian vehicle, the,civiiiéﬁiiééi§ must make a claim for éaapénsa;.

.

7

tion with the state Board of Claims. The E&éf&»éfréiéias! decision-is- -

_final. The Board of Claims therefore is in a position to protect state

agencies from unexpected, ‘very large losses:

Another example of légél liﬁitétibhnéfgiiésiiiiy is the special protec-
B -

tion afforded pchool buses Other VEhlfiﬂé;éré required to stop when they

_fleet or overtake a stopped sﬁﬁéél bus. A v&ﬁi%ié féiiihg to stop automati-

Human serv1ce aggnc1es

which qualify as schools may Bé_pfatéctéa ih thié fashion. dihqr humaﬁ
. . ‘ S

%e;Qice agencies may consxder the passage of 51mllar legislatjon for the
L
vehicle. B ' - k ” - o

Spec1al legal protectlon for various classes of vehlcles

S is not limitecd to school buses. Several communltles

. K to stop beforﬁ reaching the vehicle when the vehicle is :

displaying flashxng 11ghts, In Detroit; fof example,
trucks vending ice cfeam to children in resid&ntial
areas are required to have flashing lights and a stop o

signal arm of a specific color; very similar to a sciiool
. bus. When children rpgiagross the stwmget toward the ice |
. cream truck, this equipment is to be activated.. There .

may be ample justification for similar protection for

humdn service vehicles. Thése spec1al la*s can be -

either state or 1ocal

¢ ) . . =
| , o5 ~ t
. _ , :
: . 103
o . . ) i | , : ' : s | - ™
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o ; <
) Assumptlon Jf Risk
7 To the extent that risk cannot be avolded or controlled in other ways,
. :
attention should be directed to a second optlon--rlsk assumption. A deéiéioﬁi
, to assume the risk should not be made in a vacuum but should be welghed T
-~ @
against the thlrd alternatlve--transfer of risk. In otpér words; those -
* risks which cannot be'ellmlnéted may be képt or may be transferred to someone
/ v e
else. L ; B ]
- RN " - h ’

'Under what“C1rcumstances mIth the agency con51def\keep1ng (assumlng)

thése_rlsks?' Why should an~agency even cdnsxder assumlng these risks? Why

might it make sense to keep any risk if insurance (for example) is available
. : -
as a means~of transfer? Obviously, the answer to these questions has.to do .. ___
 with the costs associated ﬁiiﬁ each éitéfﬁéEiGe’ Assuﬁptiwn makes semnse

— 4.7777777 - _

»

total cost ¢f transfers: . - A

i i e e R

(S

In deciding Qhethér-or unot to éééﬁme the rlsk two questlons must be .

answered; First, is as sumptlon of the r1§§ even fea51b1e° Second,; if -
féésibie, is it better or worse than trausfég‘f{gr example, insurance)?
Fortunately, rational gécigianémsiiﬁg'ruiés ate available t& aid iR making
both of these decigipﬁg.% With respect t5 the First, sgguﬁétidﬁ of risk is

feasible and should be considered whenever at least one of the following is
- . * ~ : WV . \z \\I ‘;
true: _ © . .

1. It is impossible to avoid or transfer the risk.

'

e, 3rd ﬁh;; New York:

Ed

e -Hill, 1976, oD 19@-191; 5 :




2.

,;yk*/
e RN
35

s

-

The expecged*fgtazflosses ar1s1ng out of the risk are so small

that,tﬁey can be absorbed easrly in the current operating budget.

t okample minor vandalism of agency property could be assumed.

The key here is ‘that the max1muﬁ ﬁotentiai loss be limited.

have a high probability of occurrlng (that is; tné

almost certain to happen to every agency), total costs

of transfer would approach or even exceed the cost of assuW1ng the
losses W1th1n the agency 1tse1f A good example here would be

por1od1c vehlcleroverﬁ/uls.
64 percent_ of the insurance

costs such as tIrerreplacements ‘or
A good figure to remember is that
premium goes to settling c1a1ms and

and administration:

;/\\\

36 percent goes to overhead

risks (exposlres) so .
that a bona fide program of self-insurance based upon accurate and
confident predictions of losses and expenses may be practiced at a
lower cost than any transfer alternatives. For example, if an

yrobably chéaper to assume both

agency operatgs 50 vehicles; it is
comprehensrve and collisiou coverage: than te insure f0r it.

4. The agency has a 1arge number of homogeneou

teria, the agency may want to consider risk assumption: Risk assumptioh
¥ . N : 7
Sptions include partial assumptjon, full retention and self-insurance. -
SREAL I 1

Part1al4Assumgtlon

Partral assumptlon is 111ustrated_best by the

7777 In an
endeavor to keep overall premium cost down, the deductible has been utilized '
to eliminate the small but highly frequent losses of the "fender bender" or
"bumper'" variety. The notion is that it Vs chéapér for the insured to pay’ ‘

for the losu directly than to channel it thrbugh the insurance comnany where

- "

The deductible bécomes a part' 1 as

actual dollar losses: on

arid represents a very flexib}e optIon because, gener ally speaking, the :

h1gher the deductible the lower the insuramce premlum will be for the resid-
(‘:

ual amount of exposure (potential 1oss) transferred. The amount of deduct-

ible éssumed or reta1ned of rourse; will be determined partia}ly by the .

C - . Ny
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Aruitoxt provided by Eic:



3

ééVéfagé whenéver total IndIV1dua1 deductlble losses

' - .
2

'size of the agency's budgét and by its ability to absorb the amount of

‘deductible on each loss within its currént operaticps.

N

An 1nterest1ng variation on the deductlble is that whith is known as- an ‘%ﬁ

aggregate or catastrophlc deductlble ThlS often can pe combined With;indi-
vidual ﬁer loss .deductibles as weii For exafiple, if an agency agrees to

o ! : e .

reta1n the fxrst $500 of collision loss per vehicle, its collision insurance

premlum wouid be reduced substantlaiiy HoweGEr 1f*the agency_operated e ——

one t1me If the agency could not cope w1th the resultine 5 000 aggregate

® s

deductible; itecopid pirchase a catastréphlc quuCtlble Which Wbuld prGV1de

cluded a given ambunt

. L A -

such” as gi;éééiat which. time all, addltlonal losses: du 1ng the policy perlod

kY

would be tovered in full under ‘the catasfrophlc coverfge ThlS is 51m11ar to
N X
the concept used by some maJor medlcal pollcles . .

Rl T T SRR - g

Full ﬁéténtibn. jfhé term. retentlon is used when the agency keeps the

éntiré riék: Once aga1n a rlsk not av01ded or transferred by def1n1t10n,

(l

: ; - o T o
an 6rgani2ati6n realizes (it or not; it has a risk management program. This . -

means tnat; as long as rlsks exist, somethlng will have to be done about
P -
each loss which occurs. If a0 préﬁafa'iah has been made to évaia or transfer

_to manage it.

”o

N

-
3
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.-
s

‘Under aCtivé'retention, a deiiherate, conscious acoeniinée of the risk

L N

- 'y

welgked carefully.- In other words, it is a conscious decision representlng

.

the "bést” method of dealing with the risk after viable alternatives have
r : ) ! .

been eliminated. - For example, if an agency has a very tight budget and few
assets. to lose 1n case of a law su1t and 1f most program benef C1ar1es are

\ S B : : R

covered by med1ca1d medlcare, Veterans Admlnlstratlonobeneflts or other
/ .
public benefits, the égéncy may décidé to assuiie all passenger losses:

By

Alternately, p3551ve réféﬁiioﬁ often comes about :in an insidious manner.
. ¢

This means that a risk may not have been Identrfred or ant1c1pated thus a

" e . P -

‘loss from a. partlcular peril may be unexpected: \\Fecause no advance prepara:

“ .

tion has been -made, the risk is still a retained- risk, althoﬁgh not by

choioe. Fn fact, 1f the risk had been antxcrpated in advance, some method

other than retentlon mlght well have been used

Self Insurance. It 1s 1mportant to d‘StlﬂgUlSh between retainlng risk

(exther actlvely or paSS1vely) and a truE self 1nsurance program. With

toward meetlng the f1nanC1al losses whlch may be inciurred. Self-insurance,

-

future losses in the same way that a Coﬁmértiél insirance company might doi
' : 3 e ;

S L - DY

In effect, this is a special case of active retentign where a deliberate

Choice has been made to retain 10ssés. | A
. S i
.' 7

P ;777777 77777 ~ . . e . e . Ty e T g T T e s ;‘*7"7”7”” .. ... . v~
Self-lnsurance is a 51tuatlon in which sufficient reserve funds are

/»,,

99 ‘s , .
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- %
met.. First, for an agency to self-ifisure;, the maximum self-retained losses >
) / .

o

/ T g : kS
- ..

L

must be predlctable Generallyf"a fleet of 30 or more vehicles is ‘required.

This is because a large number of relatively homogeneous risk items which

/'

7period may be determined accurately and confidently through statistical

7

techniques. Just as an insurance company anticipates its less ratio, so >

Y |

must the agency hav1ng a large pool”°of r1sks antlclpate 1ts loss ratio

s

“for) these losses as they are incurred. One simple procedure for d01ng this

approach 1s that the agency may hayve a large loss at the beginning of the

» self insurance program In thlS case, " funds W1ll ‘have to be borrowed until
fhe ‘accumulated reserve is built up. A layer.of insurance above.the self-

- retained-level usage will protect the agency from extraordinarily large = =~

losses above the prédictéd amount . oniy where these two eiements'.predict-

- e

present is it proper gb call the arrgngement self-insurance; .

7 e , . ) LN .
Self-insurance is not true insurance but is a well-managed retention
= . - - L

L - - - . i

program based %ﬁfw&ﬁ'fuﬁaéiﬁeﬁtél insurance principals. A fund is maintained

,/_

the retained risk: The retention program requires that 50 or more exposure
y s
units be iﬁciu&e&; that funds b& accumulated to meet Iosses and that individual

exposure unrts be 1ocated éﬂ.such a manner to prevent a catastrophlc one-time

P -t

100




loss. If not so distributed, risk should not be retained but should bé
transferred by insurance. : o . i}

A special-case of self-insurance is known as ASO {(administrative services

only). Such plans are developed in cooperatlon with 1nsﬁrance comoanles :

Qﬁéfé; in effect; the agency contracts with the inSurance company to handle .

Ny

agency the actual]dolla: amount of these claims over the account1ng per1od

plus a small addItIonal charge for the actual services rendered by the
insurénce company in the investigatiBﬁ and ﬁéyﬁéht of the losses. fﬁiﬁ'pé?:‘

extremely attractive becahse it not only puts a "Eép" on the téléti?é,tbété
3

through the insurance company that the agency nqrmally would not beiable to

provide at a competitive costs If the agency is large enough or if several

agencies can combine fleets to justify such a program; it may be a very
. Sl e
attractive option.. A somewhat smaller agency could use this;éﬁﬁtdath if it~
T .
S _ )

- - - - - - . - [ e e e - mee ol L
obtaified catastrophic coverage which would-provide a stop loss" - arrangement
above which very larze losses would be paid under the Tatastrophic'insurance

Transfer o

The third and most pbpuiar method of dealing with risks is to transfer

“

can take many forms.
. Deductibles. A partial transfer iS said to exist when some of the risk
is retained while the remainder is passed to another person or entity. The

most common example of this is the déductible concept wherein the party at

101

109
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risk keeps a portion of the risk known as a dedugtible, and the transferee -
accepts all the risks:asaeé this, often up to some fixed limit. Retention

of basic losses subJect t% an aggregate or "stop loss' 1xmxt similar to

variety of methods can be used to fac111tate the actual transfer of that

portion of the risk beyond retention:

'

e e I

accident; the agéﬁey haé'tranéferred risk. (It should be remémbered, however, i

that the hold harmless agreement is only as valuable as the contract for

A"

financial ability to honor it. ) Subcontracting for services is an e\celleut

example of the operatxon of thxs procedure; as is the 1ntroduct10n of a

variety of "hoid harmiess agreement contracts whereln the transferee agreez

to hold harmless the transferor who normally would have respon51b111ty for

losses arising out of the service for which: the contract is written.

Another noninsurance method of avoiding risk is by the use of the con-
traCtuii limitation of ifahiiity. Ccnttactuai iimitatiéné 6f.1ia5iiit§ have

‘ »
of equalicy of bargaining power is most important; because 1f a court deter-

mines that the parties were not of equal bargaining power, the court may




Council, Boy Scouts of Amerlca, Inc. (1958) 21 €gnn: Sup 38 143 Atlantlc

2nd 466 and Kay v ‘Cain (1946) 81 App Dc za 154 anqiaos The question of

equallty of bargalnrng power 1is 1mportant when cons;ﬁerlng the utlllzation

>

of contractual 11m1tatlons 11ab111ty in human ser61ce situations 1nvolv1ng,

,/

for example, handlcapped or rntarded chlldren A court wouiggbe very re—

/

1uctant to enforce a contractual 11m1t/tlon of liabillty against a, hand1~

.bargaingng poyer with the prov1der (not to mention equal capacity to contract)
. /’
Another method of avoiding llablllty that may be available to governmental

human service agénCies is the limitation of I;ablllty that results from the
defense’ of govermmental immunity. Under this aéfeﬁsé,'tﬁé government can be
sued 6nl§;withﬂits consént to_be sued: Hé&ééér, in recent yéars, the validity
' of the defeuse of govermmental immunity has been seriously’ questioned by the
courts;” in many Statés‘governmehtal immunity has been voided. Adalclona11y;

most states have consented to be sued or alternatlvely have establlshed

y\‘ -

bodrds of claims whereby 1nd1V1duals w1th clalms against the government can
file a claim with a particular board. -

For example, Tennessee establlshed a "Board of Claims," 9 Tenn Code

Ann. 80l et seq., .that provxdes and imparcs a. follows. :

Said Board of Claims is vested with full power and authority to

hear and determine all claims against the state f0r personal

~injuries or property damages caused by negligence .in the con-.

striction and/or maintenance of state highways, or_ Other state

- buildings and properties and/or by negligence of state officials

‘and employees of all departments or d1v1s1ons in the operation of

state owned motor vehicles or other state owned equipment while in
the line of duty. : : : 9 Tenn Code Ann. 812

In this case, the Board of Glaxms will conduct an investlgatioﬁ and, if neces-
sary; will'conduct a hearing:. Its decision is final and is not appealable

4
-
|
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to any court of law Governmental human service aéénc1es may be prbtected
by governmehtai immuﬁity aﬁa the Board -of .Claims may have 3ﬁfi§aie£ion—

bring a Separate action in a court of law:
. ' i

Another transfer method is.speciai 1égi§iativé pratéctian conferred on

v

bus leglslat1on In mq;t sta;eé, other Véhicléé are féquiféd to étéﬁ when
Eﬁé§ ﬁééi'ié ébertake a stc?péd §ch661 bus. A veh1c1e that faxls to stop -,

color afid marked; In.this way, other drivers are to. pay éﬁécial attention

to the school buses. To an extent; the risk of protecting the children is
transfetred from the §chbbi bus to other drivers. Additiaﬁéliy; in some

ias ife cream trucks. ) ’ . "

organlzatlon to provxde the transportatlon. One dev1ce trled by several

.taxi companIes was to have each cab become a separate corporatlon so that

in casegof;accxdent* the specific cab'(or ccrpcratibn) ‘would go out of

’

hﬁSihééé. Unfortunateiy, thls approach does. not meet the.humanltarlin

~

obllgatxbn of the agency co protect thé passenger in case of an accident.

A more atceptabie approach ‘for the human service agency is to establish a
separate organization with few assets and having all of the vehicles titiéd

in thé name of a céﬁﬁi§;6? ﬁﬁﬁicipaiiiy’ Because the operatlng agency would
o

other vehicle "owner "

\ ‘ o .
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Insurance:. .Insurance, of course, is the fiost common and simplest form

of transfer. With insurance;_there is a mutuaLly acceptable agreement that,

policy kimits, financial respons1b111ty for the types of losSes—descr1bed in
the contract. In effect; the insurance company stands 1n the place of the

agency-ﬂlth‘respect to payment on the; agency's behalf of all losses ‘incurred
.\ !
undér the terms of the policy and up to the policy limits. Bodrly injury

R e ,,,',,”, oo e T v % e% v il 3ol = PO - ,,”;””,} P
insurance and property damage liability insurance are the most common forms

of this type of transfer.
5 , o N -
In deciding between retention and insurance, the following principals

aopiyg Other things be1ng equal, insurance shouid not be Bougﬁilif the

dgency can pay the 1osses directly as they: occur because the cd@t of adm1n1s-
Rl )/

[
tratlon and adJustment expenses can be avo1ded Approx1mate1y 36 percenc of
\__

.

the cost of services wh1ch are performed by the insurance company which
ould have to be absorbed by the human serv1ce ‘agency, 1nc1ud1ng claims

adjustmenc and legal" defense in case of su1t
Insurance should mot be bought if the ig&ﬁ&?*a estimate of expected

losses is significantly less than that assumed by the insurance carrier-in _

the establishment of its premium rates for the particular risk. The losses
which thé-insurancé company expect will éiﬁii.iﬁﬁroiimitéiy 64 percent of

the premium over the long run. Thig'ﬁéaas many agencies will have no losses

while a few agenci § will have higher Iosses ~

]

Insurance shouid not be purchased if the agency be11eves that it can
§rovide for the:losses as they occur: .and for the required services in connec-

tion with.these losses atra total cost lower than that charged for these

105
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same, losses and serVices by the imsurance company, i.e., if total cost to.
the égéﬁé§ is iéés Ehaﬁ;totzi premiums, then iﬁsuraﬁce shoﬁid ot Bé pur-

expenses. A substantial émoﬁnt of éadi*ionél riék~cén exist where actual

1osses and ewpenses dev1ate substant1a11y from that wh1ch the agency may

have predlcted (Remember the concept of varlate d1scu s d earlier.)

©

Pools and Rec1procal Arrangements Risks €an be triﬁsférre& ﬁﬁ&er -

- in several states which permit the "poolxng" of risks among entities such as

municipalities or spec1a1 1nterest gronps Unfortﬁﬁiteii most human ééiéiéé

\ ~ r ?

In 1977 Tllinois passed 1eg1s1at1on (Re11g1ous and
Charitable Risk Pooling Trust Act) allowing nonprofit ,
organizations, as defined under section 501 (c)(3) of . 5
the Internal Revenie Code, to establish trusts for k
pooling of the risks of certain financial losses. The

Illinois Religious and Charitable Risk Pooling Trust was
founded as a result. , _ 3

 The purpose of the trust is twofold -
[ to provide better coverage
S to lower coverage costs

" The trust is owned by contr1but1ng members who elect a
board of trustees. To date the risk pool concept has

) been quite successful. Presently,there:ere,over 60

* | members :in the’ trust, wbich;gro?idés liability and
property coverage. In its first year; the trust saved
beneficiaries an average. of 21 percent over previous
insurance costs, with ‘more complete coverage; and oper-
ated in the black despite initial start up costs. The
loss rat1o for benef1c1§r1es was a very low 27 _percent,

@

companyf, These facts prov:de,addit;onal evidence that
’ nonprofft ‘corporations are better risks than insurance
compan1es often give them cred1t for.




Other Types of Transfer. . In addition to the more traditional types of
= —=

transfers mentloned above, 1t should be recognxzed that risk often is tr ansx
o
A .
ferredrinvoluntarily as a result of leglslatlon;, One of the best examples

4

is in the. area cf social insurance wherein; by statute or court ruling;

there is a shifting of responsibilities. for payment of medical bills to
. . : "
social agencies such asquaiééré; medicaid and Veterans Administration

, . i S
benefits. In the case of governmental immunity, on the other hand; the

~

responsibility for a loss is, ina_sense, transferred from:the governmental

agencyxback to the 1nd1V1duals or entities snfﬁgagng the ‘loss because of

=N

their inahiiity to bring suit against the ageagg fox damages’ under tort

llablllty‘ Slmllatly, no-fault legislation places responsibility for re-
e .
cover1es upon "the 1n3ured s personal 1n;ﬁranée (in a follow-the-family

approach) or on the veh1c1e they are r1d1ng in (im a follow-the-vehicle

.
) . . -~

approaCh) unless injuries exceed a statutory threshoid Thus; responsi-

bility for a loss is transferred by legislation: i \ -

In summary, the- typical human service agency will probably pursue a

combination géféfégyz
: ;
1. " Develop an effective. referral program to have as many c11ents as

“possible use existing transportatlon providers.

2., Develop an extensive loss pteventlon program includimg driver .

selection and training procedures, maintenance programs, passenger <

information systems,; safety meetings and accident review boards

"and Involve employee, volunteer and contractor drivers.

3. Retain predictable Small rlsks through a small funded serf-lnsnr-
*  ance program: i )
" 4. Obtain 1nsurance for larger Tosses o :
5 Take steps to<deve10p leglslatlve protection of human serv1ce

vehicles when lfading or unloadlng passengers;],‘

6. HCoord;natei@eglcaId med1care and other public bemefits to prevent
dupilcateipaymEﬁts :
. s
- - L ‘
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o 7. ‘Seek to have agency-owned vehicle covered by state Boaxd of Claims:

8. Take steps to have human ¢srvice passenger coveréd under family -
. vehicle policies (follow-the-family coverage in no-fault state).

" -

. Steps 1 through &4 can be done by individual agencies. Steps 5 through

1
-

8 will require cooperative action. i ¢

. -
_ .
® X
~
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cs PROCUREMENT OF INSURANCE _

-1nsurance Th1s cannot be done effect1vely unless the

o ?urpose:\ One role of the risk manager .1s the procurement of

able; the basis upon wh1ch those policies are’ rated, and
"the flow of communications between the insurance broker
and the underwriter. This chapter is desrgned to pro-

vide the information which should make the ‘risk managex

. .an effectlve procirer of insirance for himan service - -

~agencies. ;
Ap stated in Chapter VII, risk is commonly transferred by the procure=
ment of insurance: ‘Kﬁoﬁiéaée of the types of: iﬁsﬁranée avaxlable and haw

3
rates for each type are applied is ﬁéaéggafy5’h order to ‘manage the' transfer

s -

of risk through insurance: Insurance rates reflect not only the expected

losses*of an exposure and the cost of'aaministériné the insurance mechanism,
] Coe

but also the degree of uncertainty that the exposure represents to the
underwriter: If the underwriter is not given Eomﬁiéte information about the

exposure, there is a tendency for the undervriter to classify tﬁe eiﬁosnfé

as a ‘more risky type. To avoid ﬁﬁ&ﬁi? high i 1nsurance rates because of

uncerta1nty, an agency nneds to communicate compieteiy with an 1nsurance -

company so that the agency's operation is well understood. The agency
‘ 77777777
should be armed with the 1nformet1on needed to conv1nce an underwrlter that

its program is' a better than average risk: A sample form for ﬁroGiaiﬁé such

1nformat10n to an 1nsdrance underwriter is given in Appendix C. If an-

agency has additional 1nformat10n which would indicate that It is an es-

} ~N
pecially low risk; this.additional information should be—sacluded. What

should be avoided is any fotm of misrepresentatjon. If a program is de-

0
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following §ear, but also a loss of credibility. The underwriter will have
‘' little confidence in the applicant and probably will cancel the policy or

A Y

will impose a high rate. -

N I N Vo o il _ [ e
Three types of insurance to conmsider when an organizatiom operates-a

-

JE L .o A
; transportation program are vehicle insurance, worker's compensation and

»”

liability insurance:

S ) ' r
Vehicle Insurance

] Y . _ . S .
Automobilé Liability Insurance. Aﬁgbﬁbbilé liability insurance for
‘ R r

I oo _w _ - . - - —_— _ -
commercial vehicles provides ?b rage for liability arising out of the

-
-

ownership, maintenance or use of an éutgﬁbfiié. The commercial éutbmbﬁfié” -
iiagiiity‘pbiicy differs frbﬁr;fivaté automobile iiébiiity policies in that -
the commercial policy covers only the ome specific vehicle driven by individ-
ulls who have specific permission to drive. .(The" normal private automobile.

policy covers not only the specific vehicle, but also members of the house-

hold who are driving other vehicles.) Vehi®le liability insurance for humanc ...
. ) . . S - _ i}
- service transportation programs is rated according to a recently developed
classification for social service agencies. A technical advisory explaining

= - for Human Service Transportation Providers. This document is available from.

‘the U.S. Department of Health and Human Services réﬁibhéi offices.

ce. Uninsured motorist insurance is designed

LN 2

to protect the insured from acts of fihéﬁiiaiiy iézééﬁéﬁéiﬁié drivers: A

large percenﬁaéé.df 6ehiéies;§6'ﬁéf.353é iﬁééﬁiééé?\ﬁ This coverage aliows

the recovery, up to the policy limit, of the amount of compensation‘that

would have been received had the negligent driver had 5aéiﬁiié‘iﬁ§ﬁféﬁéé or
~ '}b .

o
|
|




from a driver “ho is unkndwn (hit-and-run). (This coverage ifiprimé}ii§ for
’ .
the benefit of the passen g;rs because the veh1cle would be covered under

. o

* \777
coll151on and the driver would be covered under worker's eompensat1on ) The.

. cost is rélét1ve1y wai but the poss1b1l1ty for its use is relat1vely high:
. o T '
Five percent of the claims made for éutbmbbile;injury compensation are under

uninsured motorist coverage.®

al- Injury Protection: Personal injury protection is available to

* < ) .
=

cover the passefger in no-fault states._ In 16 states, modified no-fault

suffering bod1ly injuries because of an ‘automobile acc1dent~w111 seek recov-

ery from thefrkbwn“insurance ccmpanies: The tort liability_system in which

.

. Y . S e . AR S -
fault must pe established before compensation is’ received is- bypassed. 1In
T e . Lo
_actuality, states have modified the no-fault concept so that the injured may

pursue’ tort action in court when damages are above a threshold level:
- > - S ) :

(Tébie~Viii-i lists the magimun benefits avaiiaﬁie'hﬁaér the ‘no-fault per-

resort to tort su1 ) In these states, automébiie liability insurance is

- _,; - Y - . - - o - — .,;»,,, e

~rep'léce'd (tb the §Xtent that tort liability is restricted) by personal

s . V\v o - N

injury.grotection iﬁsufﬁﬁce;iﬁhich is firgt-party coverage for medical
\

services. In no fault stqtes, personal 1njury protect1on coverage accounts

coverage for tort states, no- fauTt stgtes and states that have added personal

f’ -
.

“All Industry Research Adv1scry Counc1l Automobile InJurIes and their
Comgensatibn in the Un%teQAStates, Chlcago _Alliance of American Insurors,

& -

’
—
[
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N, TABLE VIII=1.

PERSUNAL INJURY ° PROTECTION‘BENEFIT LEVELS AND THRESHOLD LEVELS OFr

. , .. . NO-FAULT STATES
. . TﬁEééEBi&
. _ ) - {tort suit'allowed
;@} : - ' when injury exceeds
¥'¥ State : Maximum No-Fault Benefits ‘this amount)
: Cblorado P - $62,975 $ 500
' Connect1cut o 5,000 ] ;6400
‘ Florida o ) " 5,000 90 day disability
Georgis . -~ 5,000 __500 o
Hawgii ’ 153,000  Variable annually
. Kapsas = . 154180 7 500
Kentucky 10,000 (Y 1,000
_ Mississippi -7 2,000 500
~__Michigan - Un11m1ted _none
Minnesota® . - 30,000 2,000
Nevada - -~ 10,000 - . 750
New Jersey g Unlimited _ $200 w/o hospital
New York ) 50,0000 = - 90 day disability
_North Dakota 15,000 1,000
' Pennsylvania Unlimited | . 750
Utah 16,180 500
- - .

. " Souive: Vaughn, E.J. and C:M. Elliott, Fundamentals of Risk and Insur-
ance, New York: J. Wiley and Soms, 1978, pp. 454-455.

N - -
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: TABLE VIII-2' _

DISTRIBUTION OF CLAIMS UNDER TYPES OF COVERAGE FOR TORT,
NO-FAULT AND ADD-ON STATES

-

k]

- Coverage ’ % of Total Claims ‘ % of Total ?syments

Tort States ‘ E

-3
oDl
FOS

Bodily Injury 57.7

-
bt |

Uninsured Motorist 7.8

Medical : _ 31.3

Personal Injury Protection 3.1
N I~ :

1 0D
O OV

No-Fault States

[ J
.
-

Bodily Injury i 205 ' 57.
Uninsured Motorist i 2.2 ' 7.
Medical ' 2.0 - o,

Personal Injury Protection 75.3

+

1

’
W,
>~
Ul O U W

|
I

Add-On States

Bodily - Injury. . - 49.2 ) . | 69:9
Uninsured Motorist P o f 7.9
Medical ’ s 113 ' ; 4:1

-

* - personal Injury Protection - 39:7° R 18.1 .

a

(

‘Source: 775};7§gdustgywkesearch Advisory Countil, Automob;le Injuries =

andgth21r4£ompensatxon in the United States,. Ch1cago Alliance of American
Insurors, 1979, p. 80.

3
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injury protection to an existifg tort l1iability system (add-on states): - .
- [

Bodily injury liability insurance still accounts for 57:3 percent of the

total payments made for automobile injuries in no-fault states: Add-on
states allow the purchase of personal injury protection even though a no-

fault law has not been passed In these cases; the personal InJury protec-

tion is s1m11ar to vehiclz medical coverage expanded to include wage Ibss,

vocational rehabilitation and replacement of esseﬁfiai services:

iprehensive Coverages. Collision and comprehenszve
"

coverages are des1gned to repalr o;;;eplace the veh1c1e in cases where it is
* ~

.damaged and the damages cannot be recovercd from dnother party Collzszon

coverage: pays the cost of resto 1ng or replarlng the vehicle (less the

deductible) when the vehicia’ig damaged by a collision or upset. Comprehen-

sive covers noncbllision losses such as fite,'tﬁeft; fidbd; ﬁaii; Vahdaiisﬁ;

falling objects and collision with an animal. ' .
The upper limit of this EéVéfage‘is the marﬁet.vaiue of,Ehé Geﬁiéie at

e

the time of accident: Thus, the total exposure decreases each ménth that

the vehicle is owned: Various guidelines are used; Some autbmbblle lease

~

.durxng the first two years and $800 to $1,000 during the “third year. If the
mileage is éféaiéf than 15,000 miles per §eaf;-deﬁieéiaiibn may be even
greater: ‘

L - -

o . .
" Table VIII -3 shows how the c0st of collision and comprehenszve insur=" -
.‘11 - -

6f the VEhitlE. Uﬁfdrtuhatél?; rates 66 not détrffée‘és fast as tﬁe VEthleg
S ) ~ -
depreciates. This is bécause &he cost of body work and repa1r parts do not

l

114’
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TABLE VI1I-3
COMPREIENSIVE AND_COLLISION CLASSIFICATION
(Sample Rates toc Tennessee) )

Other Than Collision °  tollision
I . __| comprenensive - C
Original Specified| =~ Deductibles| ...  Deductibles _. ..
Cost Perils |[Full §50 $100 | $100 '$250 5500 $1,000
. New — _ _
& CAge | o - ____Coverage Costs .. ___._ . __._
Codes Group (020) (00I) (003) (010) (074) (O76) (077) (078)
- T s 17 525 518 517 §60 541 53 521
3000 2.3 15 23 16 15 54 &2 30 19
N 4.5 13 20 1% 13 8. 38 27 u
6 1 16 i1 o3 3 22 13
3001~ 1 2 4 3% . 32 105 34 70 &3
4500 2,3 29 4 a1 29 95 & 63 39
(2) 4,5 25 39 27 28 &% 15 56 3s.
- 6 21 32 22 21 68 61 4s 28
1) R e “ 6 &7 . 149 I3 W02 6k
6000 2,3 - 4@ 61 %3 & I3 126 91 8
(€)) 4,5 s 5% 38 35 I19 Ilo 8% sl
6 29 I 3T 9 97 89 66 a2
&001- T s9 90 63 59 201 184 139 88
8000 2,3 3 81 s7 s3 181 169 125 80
@) 4,5 47 72 S0 47 161 150 111 71
6 8 9 a1 38 131 122 90 =~ 87
goo1- T . 16 116 81 76 261 248 207 145
10000 2.3 68 104 - 73 68 235 223 18 130
s) 4.5 61 93 65 61 209 199 165 118
S 6z 49 75 53 49 170 161 134 9%
a1 106 6l 113 106 338 327 273 190
15000 2,3 95 145 101 95 305 29 245 L
(6) 4.5 84 129 90 8 271 262 218 152
6 69 105 73 69 220 213 117 123
13601~ T 148 225 158 148 408 397 333 231
20000 2,3 133 203 142 133 37 357 299 208
(N 4,s 118 180 126 II8 326 317 266 185
6 96 146 102 96 265 258 216 150
70001~ T 189 289 202 189  4S7 462 368 258
25000 2,3 170 260 182 170 411 398 332 232
®) 4,5 152 23r 162 152 365 353 295 206
3 123 188 131 123 297 287 240 167
111 CON— T 2764 418 292 274 547 534 W7 312
40000 2,3 266 316 263 246 492 4Bl &03. 481
9) 4,5 219 33 236 219 438 &7 358 250
] 178 271 1%0 178 356 347 - 291 203
e T i 615 &3 43 763 AL 6le 4n
65000 2;3 398 607 425 398 687 667 557 389
9) 4;$ 356 sS40 378 356 611 593 495 346
: 6 288 439 307 288 496 481 402 28I
“over T 676 1029 720 676 951 925 7113 54l
65000 2,3 867 926 6.8 607 BS6  B32 695 487
(9) 4,s S39 823 $76 539 161 720 618 433
6 %38 669 468 438 SI8 601 502 352
- Covecage Eédé ﬁuiiipiy the Ca;é;iii 020 premium by:
TR — il 35
Fire and Theft Oaly. . . . 012 .18
Fite, Theft and Windstorm Only 031 .85
Limited Specifiad Perils 021 .95

Topyright, Insurance Servicecs Office, 1977.
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change substantially with the age of the vehicle. The decrease in premiuim
is, thégffbré,'primériiy i feasure of the reduction in risk should the
vehicle be destroyed--that is, it would cost more to fix the vehicle than-
‘the market value of the vehicle. . e

Another important component g? the rate is the deductible: HMost ve-
hicle damage claiins are very small. It ig the few large claims that make
$250 loss, a iéfgér(&é&uéfibié is probably beneficial because it costs the
insufance company ‘almost as much to adjust a $50 loss éé‘iE does a $10,000
loss. | S |
) ;

Medical coverage is a specialized form of health insurance which pro-

vides hmedical payments to persons injired during the operation of an auto-
mobile. The coverage provides medical, surgical, dental and funeral

expenses for the insured, passengers within the insured's vehicle and

up

pedestrians struck by the insured up to. the limits specified in the policy.

It is first-party coverage so that no negligence or liability need be

I, I - LIl —~— - — s i - e ey meee g - e i
established in order to collect. Bemefits provided by medical payments
¢ - , i
'ébﬁéfééé are in addition to benefits received from other sources. Other
pre . e . . L B S . _ _ _" o 3
benefit sources may include the injured's health and accident insurance; a
) o ] ) o  ® o

employer's worker's compensation insurance; medicaid; medicare and the

<2

1 P

Veterans Administration. . : .o

ﬁed;;ai coverage is a common component of private vehicle insurance

commercial vehicles for the following two reasons: . ¢

N The drivers of most commercial vehicles are employees and are th

-—covered-under-worker's compensation.

19
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e  For-hire passenger carrying vehicles should only pay claims where

o N ’

¥

e O
For these reasons some insurance companies may be reluctant to write medical

coverage on human service agencies. This may not bge detrimental since most .

‘human service passengers will be covered by medicaid, medfcare; Veterans

.

S iy - - . |
Administration or other government benefits for medical expense.
- Because most medical claims are small, higher 'limit medical coverage

can be obtained at a very low incremental cost. Unmlike liability limits =
which are on a per accident basis; médical limits are on an individual

—

passeriger basis. Thus, a $5,000 medical policy on a human service van may

provide $75,000 ($5,000 x 15 passenge.s) in medical benefits (see Table °

VIII-4 for sample rates). o .
Worker's Compensation Insurance =

»

p
All states require ‘that employers carey wbrkgrisrcompensatgbn insur-
ance. The employer is made absolutely liable for a wérker‘é-injury and is
required to cbmpénsété,tﬁé;émpidyéé without regard to fault. (Volunteers
may be included in the cavaiégé in some states.) '
Worker's compensation é§f§51i§ﬁé§_5 schedule of ééﬁﬁéﬁéétibh;béﬁéfits
that will be paid in case of a work related accident. Table VIII-S summa-
rizes the scheduled bemefits for specific injuries under all of the states'

worker's compensation laws: In case of disability, worker's compensation
provides a percentage of the employee's wages (typically 66-2/3 parcent) to
be paid during the pefiod of the disability: In case of death; dependents
will receive a percentage of the deceased éﬁﬁié?éé*érﬁégéé up to a stated

dollar limit. (The average maximum weekly amount for all 50 states is
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TABLE VIII-4 ’
SAMPLE MEDICAL INSURANCE RATE
(Tennessee) ’ i
———— T
- . Taxicabs ' i
. and } | T
Limoasines { Van Pools 5
7 - 3 , - :
‘ : Limit of Liability
- 'soo 1,000 2,000 5,000 i 500 1;000 2,000 5,000
Terr i o
- Code v Limit Code
3 4 & | 1 3 4 6
. | ——:
T 001 §153 s179  §206  §231 | §39 846 $51 573
p 002 114 133 152 209" | 27 32 35 50
' 003 108 . 120 137 189 | 26 31 35 50
.0064 112 -~ 131 - 150 206 | 29 34- 38 54
005 56 65 15 103 | 14 17 19 27
006 57 67 - 77 106 | 16 19 21 30
009 53 62 - 72 98 | 13 16 18 25
010 51 60 ' 89 95 | 14 16 - 18 26
011 59 69 80 109 | 16 19 21 30
012 59 69 . 80 109 | 16 19 21 30
- 1
_ School Buses !
[} _ and i e
Ghurch Busées 1 Other Buses
= [
) Limit of Liability
Terr. 500 1,000 2,000 5,000 ‘500 1,000 2,000 5;000
Code i 1 . .
e Limit Code
1 3 4 6 4 1 3 & - 6
X _
ool $21 78§25 ~— §29  §36 | 8116 $135 §153 $211
002 16 19 22 7T 26—l 111 130 141 203
003 21 26 30 35 | II5T-134 152 209
004 18 21 7 2% 29 | 115 13- 152 209
005 12 15 11 20 | 8 101 114 157
006 13 15 S 18 21 | 87 101 114 158
009 11 14 16 lg | 8 lol. 114 157
010 11 14 16 19 86 101 114 157
o1l 14 16 19 22 | 8 1ol 114, 157
012 14 16 19 ©22 { 86 1ol 114 157
Copyright; Insurance Services Office; 1977.
&
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TABLE VIII-5 - .
SCHEDULED INJURY BENEFITS UNDER WORKER' s COMPENSATION ,

"Injury - High of ail §Eéfé§ Mean of all éf:éf:éé .Low of all states
S - o ) o \
Arm at shouider. $87,330 $29 680 : ;$71;200 A\
Hand 7 71,355 ‘ 23,800 - 8;736° |
Thumb ' . 21,471 8,001 . © 4,200 %
First Finger 7 12,269 . " 4,827. * .. 1,568
Second Finger 10,734 3,827 " 1,008
Third Finger | 7,668 , 2,723 = . 850 *
Fourth Finger * 6,135 | 2,173 © 302
Leg at Hip - 87,330 27,884 a 9,360
Foot o 53,250 = t 19,173 6,300
Great Toe 10,735 . 4,019 . " 1,200
Other Toes: 3,681 1,440 - . < 340
One Eye . 58,575 -~ 18;225 6,000
Hearfirg in One Ear ' 22,500 7,110 - 2,000
Hearing in Boti: Ears 61,346 , 21,772 . 8,000

Source: Analysis of Worker's Compensation Laws, Washlngton D.C. Ch’émﬁ’erﬁ’o’rf;
Coffirerce of the United States, 1978, p. 22. -

L ] .l . ' )




5154.20 per week.) TFor a detailed analysis of worker's compensation benetits -

on a state-by-state basis, contact the Chamber of Commerce of the Umited .,

"It is important to remember “thad worker's compensation benefits are set
by state law and are mot subject to Court interprtation’ under tort. Alsd,
7 gorker, s Eompenééiiéﬁ'Béﬁéfii§;éfé usually primary--that is, the driver will
" be covered bva;rkéfi§~ééﬁ§éﬁéiiiaﬁ and not by automobile insurance.

wafkéiis caﬁpénsatian rates are based on a percentage of the Eatii'
payroll. The specific rate depends upon the work classification and the area
of the country. Table VIII-6 gives severgi:;ampie rates: It is important
: . to make sure that the right classifications are used: |
. -

hiiébfiity Insurance il

_General Liability Insurance. ‘Automobile insurance only covers injuries

caused while entering, riding in, or exiting from the vehicle or injuries toj
. . . . . . 'l
: { Y

a persom hit by the vehi¢le. Worker's compensation only covers individuals

who are employees (and; in some states, volunteers) working for the agency.

1f a human Service beneficiary is.injured outside of the vehicle (such as
when the driver of attendant is providing passenger assistance); coverage
must be under a general liability policy. General 1155111&5 insurance also
covers 5&; other liability tﬁéﬁiégéﬁt? may have to individuals who ifé
injured on éééﬁéi'ﬁféﬁiéés. f@r example, ifliﬁe agency has a congregate
meal center; it probably already has a liability policy. If ii_siga pro-
wvides transportation, the general liability inguéance would cover employees
. (or volunteers) providing curb-to-curb or aaar-thfough-qoor passenger assis-

tance.

5l

FY



TABLE VIII-6

SAMPLE OF WORKER'S _COMPENSATION INSURANCE RATES

(Tennessee)
. ~ Iso, . _Rate Per
Class: w . Class Code Number $100 Payrq&}f
omes for Agéd Ehplovees ‘8829 _ $é.éé
amp Operation (nontourist) 9015 4 2.79°
partment Employees ; 9023 2.79
arage Employees ' . 8385 2.79
1) X Co. .

sylums L o

(nonprofessional employees) 9040 2.47

(profe551ona1 employees) - 8833 ' _ .33
estaurant Eiﬁﬁia@yéé;«; - 9058 — 2.41
hurch/School - o _ R

(nonprofessional employees) %101 , 1.70

(professional employees)_ . 8868 ' .27
thietic Team .(aonplayers) ' 9182 1.46
haritable Organization Employees . 8837 * Refer to Company
onprofit Homemaker Service:Employees 8835 S B 3
outh Recreational Program 9063 © .90

. N i . _

___ Source:. National Touncil on .Compensation Insurance, New York, New York,
g979. : - ‘ ) :
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The classification procedure for general liability insurance is based
on the use of the facility. There is not a specific category for human

service trénspbrtétibh so the ciéggiEiCQtibn.wiii”EZ based on the human

service agency type (ééé Table VIII-7 far sample rates) Rates are genegﬁiiylw

givan on the basis of dollars per square foot of building space, although

some are béééd on the number of mémbérg (or students) or the number of

activities. Ih several cases,; rates are not given. Agéhtié§ must refer the

.risk to the company for a rate. The sample rates given in Table VIII-7 are

for a $é§—666 pbiicy limit. For highér iiﬁits, thé-sample rates must be

Liability Insurance for Errors and 6&%%5%655;, Lrabiljfy for .errors and

omissions, made by the officers and directors of an organization is covered
§§ a special type of insurance called errors and omissions insurance: "TEks
. o P R
coverage protects corporate directors from suits because of alleged or
actual errors, misleading statements,; acts of 66%55%6&; ﬁégiéEE or breach of

duty. The policy generally Eéé two parts. The first part protects the
directors individuaiiy; Eﬁé-ééééﬁ@ ?éiE ﬁfotecés the organization itself:. _
This t&pe'§$ coverage is generally ﬁséé when Eﬁéyéééﬁé§ officers and direc-
tors have access to substantial funds: ﬁsﬁéii§ there is a 55;666 deductible.

-

Availability of this type of insurance is very limited:

Special Insurance Cases
A . 7
vt

Human service agencies frequently use staff members, part-txme employees

s

and volunteers to transport program bemeficiaries in thexr own privately-owned .

vehicles. The report, NewglnsuranceAPrbgramggforlﬁuman Servxce Agencxes,

1, available from the U.S. Department of Health and

~

Human Services regional offices provides detailed informationm on the new
| P
< . =
e ™~
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- s+  TABLE VIII-7

PREMISES/OPERATIONS BODILY INJURY

GENERAL LIABILITY RATES FOR SELECTED*CLASSIFICATION
(Krioxville, Tennessee and Duluth, Minnesota)
- {

i

' : Rate _ (525 K Limit)
Description 180 Code (TN) $/fc2 W) §/£e?
Apartments - _esisz | §1.30 §2.50
Asylums 80991 sj i.36 © 0.37
Auto Repair Shops 75304 - N/A 0:80
office Buildings . esisi | 240 280
Churches 86612 1.40 3.10
Clubs With Offices Only - = 86415 0.13 (per member) 0:17
Convalescent Homes; & o - c

- Not Mental 80924 sj . 4:30 1:70
Day Nurseries 82215 2:80 . 9:40
Government Agencies N/A N/A ; . N/A
Local Covernment, Employees 93111 ;. Refer to Company €or Rate .
Local Cdvernmentibffices . 65121 - 2:40 2.80
Homes for the Aged 80921 sj . . 1:70 0.55
Hospitals 80611 sj 240 S 1.30

,,,,,,,, o S~ , N
Mental Institutions 80997 sj , 2.40 : .68
Colleges 82210 j . 0:s6 " 1.0
‘Public High Schools 93221 s 0.36 1.60

: (per pupll) (per puEfl)
Social Gatherings 79111 s . 6.30 7.50

: per location per day ‘ per day
Sports Programs for Youths 79401 Refer to Company !for Game Rate
Taxicab Companies 65121 ‘ 2.40 _ 2.80
United Service Organizations 86412 | 1.50 - 1.90
YMCA, YWCA , 86411 k 2.50 R U
Youth Recreatlbﬁ Programs 86414 o H_‘ﬁefer to Company
- ‘- —— =




TABLE VIII-8 _

TXTENDED LIMITS

Limit Per Occurrence Factor A Factor B

50 1:18 o | 1.15
100 ' 1.26 ' 1.26
250 I 1.39 R
500 ' ’ 1.63 1.63

-1,000 : 1.93 : 1.88

Note: \if syfbol "s" occurs after ISO code in Table VITI-7;: use Factor a;
otherwise, use Factor B. .

A 7 Ty S . 7
Source: Insurance Services Office, Commercial Linmes Manual; Division Six=

General Liability, 1979. , . .

gl

7
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rates. , , .

D

féti‘.bi‘ amount. o ) : ‘ é
-~ '

Guaranteed Rates. Most individuals and small agencxesﬂk111 purchase

insurance on a guaranteed rate basis: When this premxum is paldg the in-

surance compiny agrees to pay all losses up to the policy 11m1t to pay a11
legal costs and administrative costs and to accept all risk of very large
(or small) losses. No further charge (or rebate) will be due the insured.

- - R

Experience Rates. Very large organlzatlons (those that genera;e over

~ e

$50,000 of premium each year) may set up an experience rating program. Here
administrative chargé. In most cases there wilz be a minimum premium in

-

losses. For example; if the guarantééa rate is,éédéiddé per year, the ’

. $75,000 and a maximum premium of $3255000. In some case , the rate is

‘ determined by the losses during that year. This is called "retrospective
rating:'" 1In this case; the agency would pay gﬁe annual premium of $200,000.

At the end of the year; zll losses @ould be totaled. Ia good years, the
agency would receive a rebate of as much as $125,000. Ia a bad year, the
agency could be expected to make an additional payment of up to $125 000.

-
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d1ff1culty comlng up w1th the addltlonal funds. This is called "prospectiVé

- ratlng. : .

-~ - N

In cases where the insured is willing to assume the entire risk, the
rate is simply loss'plus an administrative charge with no minimum or maximum.
rate: This is called "administrative only" coverage:

) ,

[N

In general sm411 agencies will ﬁﬁféhﬁéé?ihéﬁféhté at thé guaranteed

édﬁétégé éblléttibely;where this is permltted by law. This "bulk buylng is

company's éééigﬂiﬁg a safety engineer to work with the group to set

standards and to make a spec1a1 study of the agency program. The éaVéhtégé
of such an approach is that it allows the accumulation of enough premium

dollars to justify an immediate study by the insurance safety englneers and

the Oregon Specxal Services Assocxatxon.

Obtalnlng Insurance Cov g

o~

1: Identify those rIsks to be insured: For example; X vehicles owned

by agency ‘(liability, property damage, comprehensive collisiop); Y

volunteer drivers (liability of the agency, liability of the.

volunteer) and Z employee drivers (worker's cpmpensatlon c

age): ﬂ//
2:  ILocate severai (three to sxx) of the.bettery’ insurance brokers in

the community.

’

126
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sell thé program. The more prbféééibnal that the infogmation is, '
the more professional the program will seem to the underwriter. - j

(The insurance 1ndustry does not llke the words "competltlve
bid.") Give the local broker adequate time to review the aggncy s
insurance needs and to recelve gquotations from the varlous insur-
ance companies. .

5. Select the insurance quotation which provides the best combination
of rates ﬁﬁd services.

for the comlng year is_ kiown in time for plannlng the agency s

annual budget. The policy anniversary date and date when renewal
information must be provided may be specified.

1

®
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CHAPTER IX

EVALUATION AND FEEDBACK

gggggigf Even the best risk ‘management programs must change as tne

needs of the agency change: Therefore the risk management

program must contain a feedback system for identifying

changes when changes are needed.
- ~

A human service agency must establish’a variety of procedures to ensure

that its risk manageﬁgnt program is always up-to-date and effective. Vﬁﬁ§ risk

XN

to changing risks and their requ1rements. Also; decisions made in the past

effectiveness of the program, it cap have little. confidence that its rlsk man-

agement program, no matter how carefully considered "and evaluated at the time
of adoption, is still appropriate: Record keeping; therefore, becomes an
important lifeline of the plan. Aééuiété and correct data concerning cnsis;

plan.

Records should be kept of any bodily injury or 5;a§z;ty damage losses

129 14
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cerning the time; place and circumstances surroundxng the loss as well as the

spec1f1c type and amount of injury or damage incurred "and icare pEBGi&ea; }7"

and contested or pending losses: Ailowance shouid be made for 1osses whzch*

Deta11ed insurance premlums and other cost hlstorles should be Rep éé;a

means of evaluating the cost of transfer of risk. Wherever risk is rEtéiﬂea;

acciurate records shoiild be kept of the amounts retained, the losses incurred

and paid under such retention plans and the costs associated with siuch reten- .
N

tion. Whenever advarnce preparation i§ made Ear loss payments thrbugﬁ reserve

fuﬁdé, sav1ngs balances or 1nvestments, accurate records should be. Rept of
- - oo ?,,
deposits; disburSements and earnlngs on these funds as well as of any addi-

tional costs associated with administration and investment.

Datz should be kept to compare the costs of the operation of Eﬁé Fisk

‘managempent plan relative to the overall financial costs of the agency's opera-
.tion: An important element in such cost analysis would be the salary éﬁ&
fringe benefit costs of eﬁﬁiéﬁeeéi time devoted to the BﬁeféEiéﬁ of the rrsk

management program: Even though losses may be kept within acceptabie ranges,

administrative costs of a risk management plar mignt become prohibitive.

Careful records should be kept of any expeinditures for 5 ety proﬁgggs,

safety education and loss prevention activities. These e6§ts°must be weighed

carefully aga1nst ant1c1pated and actual results in terms of -1oss §§viﬁ§§.
The ultimate justlflcatlon of any 1oss control program has to be proof that

tﬁé reduct1on 1n’loss cosLuSs exceeds the cost of the loss control program.

-

O
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Periodic Testing of the Market

A

e Tl ey S
in the marketplace. Insurance-prices vary from time to time because of such

- factors as loss experience; earnings oa investments; changes in expeuses;:

. competition and legislation: Insurance availability also varies due to the

¢

irisurarce companies' need to maintain reserves: The insurance codes of most
. a ' -

states require that insurance companies maintain a reserve of assets in

reccgnit}cn of their obligation to policyholders for future claims. The

Al
ifnsurance companies thérefore are limited in the short term to writing no more
insurance than their reserve funds will 'allow: Relative: to alternatives such

_ S . S
of commercial imsurance coverage may very well tip the balance for or against
comimercial insurarnce in the retention versus insurance decision progess.

The best way to test the insiirance market as to price competitiveness and

to periodically "rebid" insurance needs. TKis applies not only to programs
that are self-insured (where consideration is being given to commercial inmsur-

g e -SSR
ance) but also to risks which presently are insured through a commercial
evaluation and question). This reconsideration, of course, cannot be dome in
a vacuum but has to be done with regard to the basic decisions involved in the

' .

entire risk management program. From one time period to another, a risk which
, . :

initially was best to insure might now be a risk which is better to retain

: 131
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because of irtervening insurance cost changes or vice versa. This same .

.

rationale must be applied to every aspect of the risk management program. For
example, a safety program which may have resulted in sobstantial savings in

3 .
its initial years may no longer be returning "dividends” but instead may be

incurring operational cos¥fs in.excess of its actual loss cost savings. If so;

.5

it would be time for a change.

Finally, a system of regular monitoring must be established to recognize
L

changes in risk exposures (the purchass of a new vehicle; for example).

Changes in laws, activities, personnel, services, governmental responsibil- - '
:
ities and managerial decision making all could result in new or changing risk-
exposures; and each might have significant impacts upon the appropriateness of
an existing risk management program. Tﬁéﬁéﬁtifé atea of risk management is
volatile, so a risk management program aﬁéz be responsive to this volatility
A\
to ensure that the program is always "ahead" im its anticipation of and
provision for potential risks 5o that, at the time of any loss, resources
available through the plan will match those required. | B
R
.« -

132




LN

APPENDIX A

THE SAFETY MEETING.

The purpose of a safety meeting is to reduce the company's acgident,
insurance and operating costs and to iﬁﬁtb@é‘tﬁé personal safety of employees:
It should give all attendees the désire and knowledge to inrease efficiency’:.
and to reduce accidents and injuries.

4
The meetirigs should be scheduled regularly and should be attended by
S Loea - - B
management and drivers. The intention is to form a bond of understanding
concerning accident prevertion betweer management and employees.

v

fike any meeting, the safety meeting involves four factors: time,
¢ .= . : &
* N

place, audience, and subject matter: :
Time

Time for the meeting is best in the morning when the drivers are fresh

or at least sometime during the working day. HMeetings at-the end of the
day, when drivers are Eﬁiﬁ&iﬁg'éﬁéﬁi going home; are.less effective. Meetings
held in overtine periods may be resented by drivers if they are not compensated
o - L '
for their time, or they may be too costly for the agency if the drivers are
e - ".
compensated.
Place

‘The-place of the meeting.should be in a suitable meeting room wWith
audiovisual equipment and blackboard. o ‘

Audience 5 : : !

or administrators of the agency. Assembling all of the drivers inm one place

. S 133 2
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the meeting.

be spread throughout the entire day.. Multiple meetings may be held to
77777 'j UEIEN .

© .

- .

staff meeting agenda. One way to present the safety message is to center
the message around a drive¥ training or safety movie. The meeting leader
can assemble the drivers, briefly describe the film to be shown,; show the

film and then discuss the main points of-the film 5§'Eﬁé§'féiité to EﬁéEifiE
égéﬁ6§ problems or situations: 'Films can be obtained from the National
Safety Council; 444 N. Michigan Avenue, Chicago, Illinois 60611.

The National Safety Council also has three, books containing short talks

with a practical vein about what.drivers should be told about good driving.

These books are_good for talking to drivers in a person-to-person encounter

/ :

[ e e e i e = R U —

or a group meeting. Safety magazines, bulletins,and posters .can supplement
;7 m A
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_ APPENDIX B -
" ACCIDENT REVIEW FORM

=

1. Name of Employee P

2. Department

3. Date of Accident ___ S I

4, Time L - L q

5. Vehicite Identification Number — . R

6. TLocayion of Accident , C B

7: Name(s) of other party(ies) involved ____ - -
8. Type of Accident: Struck vehicle ahead, ___ i -~
' Struck by vehicle behind _ Backing

Side swipe _.— Animal _ Pedestrian

With fixed object : Run- of the road

Bicycle Head on . _ Passenger

.

9. Vehicle Damage: -Explain.

a. Minor ' = ; i

b.  Major , . -

c¢. Moderate

a2

d. Total __- I , , SR

,

10. Were there any injuries or iiééthéf'

Describe injuries.- S : — : }

11. 'Did police investigate the collision? yes . . 0o E—

violate a traffic regulation? __ L

_12._ Did employee

-

Did other driver violate a traffic regulation? - . -

13. Was employee given a citation by the police? yes no

\ Was the other driver given a citation? yes . LU

‘? ‘ : -




l4. What did the employee do (or fail to do) that caused him to be igvolved o

e

in this collision?

15. Did employee claim that any malfunctioning or defective vehicle compon-

ent(s) caused the accident? Explain. -

2

- . S 1 o o B 7 o
16. Explain what the following conditions were like at the time of the accideiit.

o

Traffic . ] - " Weather

Light - & | Road

Loading Area __ - Passenger Securement

17. What was the condition of the driver? Explain.

Apparently normal

Fatigued - S il
Sick -
. o~ -
Intoxicated ) A
Other ,

18. Was the collision preventable? yes - o

19. If preventable, what corrective action do (you recommend to prevent a

20. Is disciplinary action recommended?

21. Name(s) of passenger(s) — - -

‘.
4

Address L

22_ . Passenger comments a’b’oui; the é.CCiaéﬂtJ.y_,«-__~__'~,.,-____‘,_‘5_____;._'_'., LDmTiTs —

L. 13




. How was the passenger injured?

o

What was the extent of passenger injuries?

O
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APPENDIX C )
¥ o

REQUEST FOR INSURANCE QUOTE o

4l

94

Name .of Agency: o = .-

Addresst —+ : - - .

Cigy?

Name of Insured:

Contact Person: S PN Phone No:: -

*
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INSURANCE ; QUOTES DESIRED.

o

\ - Type Deductible Desired  Limits Desitred
Autz

mobile Coverage g ’ ¥

Liability - Bodily Injury ; S : )
. Property Damage ) \ 7 : ———

Comprehensive |

~Collision

Medical . - ' ; o

~ Uninsured Motorist Coverage

Personal Injury Protection o R

'bther . :
T o | -

- & \ ’ .

4

Worker's Compensation Coverage

General Liability

A

\_ :Cut off date for submitting insurance quotes _ (
Person to contact if insurance compahy has questions concerning request.

Name: L L

- Phone No. : ' _ | I

140

hd
W
o |




L2 X

7 ., AGENCY PROFILE )
. ) '
- What is the primary purpose of the agency?

In which counties or districts does the agency provide transportation service?

i

2

e 2 o - !
What is the agency's annual budget? / -
: N /7 . LY

What are the program funding sources?

What is the agency's annual transportation budget?
: E &

. L
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DRTVER BROFILF

DRIVER'S TRAINING*  ;—..
N PEF C P N BN O
A R CMRP-TIME  NO.OF  MO.OF _ NO. OF b & & P & R T 0 5
- . TYPEOF LICENSE . .OR .. YEARSWITH DISCIPLINARY  PASSENGER  PASSENGER [ 0 &
NAME AGE LICENSE NUNRER  FULL-TIHE  AGENCY ACTIONS ~ COMPLAINTS  CONPLINENTS §

chT|

0T+ Defensive Driving Training _ PAT = Passenger Assistance Trajning
- K17~ Primaty Fitst Aid Tratiing k _URS.- » lioman Relations Skills -
P 1~ Kdvanced First Kid BUS ~ Basic Transportation Operational Skills

_ CRR - Cardiopulmonary Resuscitation ME + Nommedical Emergency Training -
o _ 055 = Over 55 Special Tealning , |
J-m | i
" B+ o plicable for e of Servc , 149
i 4 8 ' ' Provided by Agency : : . ‘




MIEOF  LICENSE
[ WELCESE  NNER'

‘
‘ VOLUNTEER PROFTLE

A

. AVERACE NORS  AVERAGE JOLRS
LENGTH OF  PER MONTH IRIVING  PER MONTH DRIVING
SPRVICE  AGENCY VEMICLE  PERSOMAL VENTCLE

B e
F O P

L B = — |
— DX twy
St TRme

B
T
g
§

P L8 ¢

« Defensive Deiving Training

» Prinary Firet Ald-Trafning
= Advanced First Aid

- Cardiopulmonary Resuscitation

RS - Husan Relations Skills

B - Busienge Aasistance Trdnig

BT0S - Hasic Transportation Qperatidhii Skills
MIE « Nonmedical Emergency Training '
055 = Over 55 Special Training




4 VENICLE PROFILE e

EQUIPAENT o 3

B S - *
SEATING TOTH, PiEkL- ACCTIENT
o o CAmCTY o MILEAGE - CIIR 2-WAY  FIRE REMURT SEATIELTS
VR MAKEBODEL  (EXC. DRIVER)  ONVEMICIE Ll RADIO EXTINCUISIIER bACKAGE "
7 , |
. — -~
: — T
i
e
| .




—

. _ y PASSENGER PROFILE

Number of individuals who use sérvice

-

Number of annual onme way trips _

v

Percentage of riders who are elderly _ -

/

Percentage of riders who are handicapped —

sPercentage of riders who use wheelchairs S

Percentage of school age riders _ .

Percentage of riders who are preschool children

p

: Percentage of riders who are unemployed

Percentage of riders who are covered by:

Medicaid ' ' =

Medicare

N

Other Government Benefits , ' ) — =

What types of records are kept on program beneficiaries? _-__
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SAFETY PROGRAM PROFILE

MAINTENANCE :

. Describe the agency's preventive maintenance procedures.

Are daily méifféﬁéﬁCé checks performed? R o

Are records kept of maintenance? ___ Describe these records.
, : : .

.

-

Where are vehicles maintained? : o

Describe.the agency's equipment/vehicle replacement 'schedule?

4

DRIVERS

Describe the agency's driver selection procedure and the criteriz for select-

ing drivers: . -

-
.

How many drivers are hired each year?

. [}

*Describe the agency's driver briefing procedure. How are drivers oriented in-

to their jobs?




e ————— - o i,

Check the types of training which agency drivers receive.

____ General driver orientation ____ Cardiopulmonary resuscitation 7
____ Defensive driving course ____ Passenger assistance training
___ Primary first aid - Human relations skills

___ Advanced first aid Nonmedical éméégéﬁéi training

School :bus driver training program

Descrite emergency medical training and instruction given drivers on when to
render first aid.
What records are kept on the agercy's drivers?
Name and address of physician who gives physical examination. _
How are the drivers dispatched or scheduled? Are drivers given information
about the special needs of specific cliants?
~
What kind of system does the agency have for obtaiuing backup drivers when
regular emploeers are not available? —
: | 147 7
. 137
v ud
Q ' _ ! - - e e

ERIC

Aruitoxt provided by Eic:



SUPERVISION
Who is responsible for safety .and risk managsment in the organization?

Name:- -~ — — - - -

Address:

City: : State: : Zip Code:

e —

Describe this person's dutie€s in this area.

Describe the agency's aécident review procedures and actions which might be

taken as a result of an accident review.

Describe the agency's safety meetings or other methods by which safety is kept

in the minds of drivers (litérature, posters, awards, etc.).

formed by-contractors? _ .

R . il .
Submit copy of agency's contingency procedures.
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NOTICE S .

This document is disseminated under the sponsorship of uie .
Department of Transportation in the interest of information .

exchange: The United States Government assumes no liability
for its contents or use thereof. * - f

This document is being distributed through the U.S. Department
of Transportation's Technology Sharing Frogram:

DO1-1-83-16
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