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have had the opportuni ty  to tour several of these 
plants;  while extreme care is taken in the application 
of fire-protection systems, very little consideration is 
given to any type of explosion protection. One of 
these plants recently had a half-million-dollar ex- 
plosion; yet the first reaction of safety personnel was 
that the system would probably be too expensive to 
install in any of their processes. I t  is difficult to see, 
with the evidence that is available regarding explosion 
losses, why safety personnel and manufactur ing per- 
sonnel continue to disregard the need for advance- 
ment in the fire-protection field. Fire-protection sys- 
tems are being installed on hazards where they are 
totally inadequate to cope with the speed of the fire 
or the explosion that might occur. 

By  the application of these industrial explosion 
protection systems it is easy to see that the following 
benefits can be derived, all of which will result in 
increased profitability: 

a) a reduction in the annual explosion property losses; 

b) a reduction in the loss of life that may occur from 
explosions ; 

e) a decrease in the cost of construction where it has been 
normal to have sufficient structural strength to withstand the 
internal pressure that would develop from an explosion; 

d) elimination of the possibility of interrupted production 
and a consequent loss of sales; 

e) a possible use of more hazardous materials in processes 
which would result in increased productivity. A //umber of 
these materials are generally not considered on account of 
their hazardous nature and the lack of a protection system. 

Indus t ry  in general should realize that advance- 
merits in safety systems must keep up with the 
advancements in the various production methods 
throughout the United States. Only by keeping up 
will it be possible to stop the increases in the losses 
that occur annually. We must reach a point where 
these figures begin to decrease despite an increase in 
the over-all production index of the country. Con- 
tinued efforts must be nmde for bettering the pro- 
tection against proper ty  damage and loss of life, and 
industry  should recognize the benefits from the effort. 

Inflation m the Claim Business 
PAUL L. HOFFMAN, Hartford Accident and Indemnity Company, Chicago, Illinois 

ET US DISCUSS inflation in the claim business and 
what you can do about it. I work for a casualty 
insurance company, supervising Workmen s Com- 

pensation claims, alongside others who supervise other 
types of claims. The inflation lies in the cost of the 
claims. The number and severity of accidents did not 
increase from 1956 to 1957, and the rate of accidents 
per 100,000 persons was lower than it has been. But  
the cost of these accidents is inflated. Of course, medi- 
cal costs are up, as is wage loss. As everybody knows, 
the dollar has been deflated and the number of dollars 
for such intangible losses as pain and suffering in- 
creases. Newspapers, radio, and television are full of 
million-dollar figures nowadays. Newspapers publi- 
cize jumbo verdicts. From October 1 to October 11 
one Chicago newspaper told of settlements of $45,000 
and $37,500 and verdicts of $76,000, $100,000, and 
$147,000. Publication of a jumbo verdict increases 
settlement values of all claims in the area. 

And sometimes it seems that public attitudes have 
changed. We can remember when people were not 
claim-conscious. When one got hurt,  he returned to 
work as soon as the doctor told him to;  that  was the 
thing to do. Now our industrial doctors tell us that  
the first thing they are often asked by an injured 
workman is, "how much is it worth ?"  

In  automobile accidents many are out for all they 
can get, regardless of fault  or negligence; judges 
won ' t  "~ake cases away from juries;  juries seem little 
interested in defenses of no negligence. In  hospital 
insurance some people stay as long as their benefits 
extend; some even have more than one policy. The 
insurance industry  started out to provide indemnity 
for expenses; i t  looks as if some buy for a profit. 

Some 5,000 attorneys who usually represent claim- 
ants have banded themselves together in a National 
Association of Claimants Compensation Attorneys. 
They promote every method they can think of to 
increase the size of j u ry  verdicts and the awards of 
commissions. They publish a journM; they p romote  

education sessions; and they tirelessly educate their 
members to get what they call " t h e  adequate award . "  
Of course, what was the adequate award yesterday 
must be exceeded tomorrow. 

N OW WHAT can you do ~bout this? The first way 
to reduce claim costs is not to have accidents. 

In  that regard let me first, as a claim man, pay my 
compliments to the personnel people and safety men. 
A personnel director can be of great help by hiring 
healthy, well-adjusted, stable people, chosen to fit 
their jobs, by inculcating company loyalty and coop- 
eration, and by continued good personnel practices. 

Equal ly important  are a good, intelligent safety 
program implemented enthusiastically by all in the 
company from the executive level down, the main- 
tenance of high safety standards, and the best safety 
equipment. A great difference can be achieved in 
accident frequency and the severity rates by intelli- 
gent management. 

The second way to reduce costs is to keep the cost 
of each accident down. The first thing to do is to get 
the experts in. Whether you are self-insured or pro- 
tected by an insurance company, all accidents must 
be reported immediately to those who specialize in 
handling accidents. Two words are mandatory,  "a l l "  
and " immedia te . "  Let no one, from the foreman to 
the superintendent, at tempt to decide whether to re- 
port  or not to report, or when. And " immed ia t e "  
is when the accident happens, not hours or days 
later. 

You should provide immediate medical first-aid 
treatment by, whenever possible, a doctor who will 
keep records. Then immediate, complete investiga- 
tion is fundamental  and necessary. I t  should be 
started at once, before the dust falls, even before 
an insurance investigator is able to arrive. Keep the 
idly curious away. Preserve the condition as much 
as possible. Take pictures if possible. Write  down 
whatever is said by those injured and those immedi- 
ately around or first coming there. 
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Let your  expert get a complete picture of the cir- 
cumstances. Let him take pictures; let him take 
statements of a!l around or concerned. Let him dia- 
gram the proces;, the work flow, the ways and means, 
the machine or whatever caused the accident. A com- 
plete investigation will cover all holes, all theories of 
liability and negligence. I t  will set forth whether it 
happened in or out of the course of employment;  
whether it happened to an employee, independent 
contractor, agent, or third pa r ty ;  whether agency was 
involved; whether it brings into play s tatutory obli- 
gations; or whether there may be a third par ty  re- 
sponsible. A complete investigation will al~o enable 
your  safety people to prevent repetitions. 

Statements are necessary, and usually the sooner 
they are taken the better. At  an educational meeting 
of this Plaintiffs Attorneys group one admitted on the 
platform that a good statement restricts a build-up. 
Educate your  foremen to write down what their sub- 
ordinates tell them. Occasionally, in Workmen 's  Com- 
pensation situations, notice, complaint, and demand 
are important. I f  a man wants acceptance of a claim 
that happened sometime ago, he may have to prove 
when he reported it, to whom he reported it, and 
what he claimed. The story of the claimant will usu- 
ally be believed unless it can be definitely disproved. 
So, if the foreman can prove by written memorandum 
he made at the time, that  the claimant then told him 
only that he felt punk and wanted to go home early, 
the claimant 's  different story to the commission might 
not be so readily believed. 

Where you have plant medical and first-aid facili- 
ties, they must keep full records of accidents and 
treatments and histories of complaints. They must 
refer serious cases to competent specialists to assist 
in better recovery. 

@ w COURSE, the foregoing is just good fundamental  
claim investigation. But  upon its completeness 

depends the next step. That  is evaluation. As soon 
as the facts are gathered together and made known, 
the ease should be evaluated by the local investigator 
and his supervisor and perhaps the superior of the 
supervisor. The several theories of liability or non-- 
liability are discussed; the injuries, personality, and 
status of the claimant are gone over; and all that  is 
known of the accident and the in jury  form the basis 
upon which we evaluate the value of the ease, the 
settlement value or the amount of the damages. 

Most of us now feel that  this evaluation should be 
done as soon as may be practicable and, as soon as an 
evaluation is reached, an offer of settlement should be 
made. This is necessary when no. at torney represents 
the claimant but is also good practice with an at- 
torney in the picture. We do not believe that an 
insurance company is an ostrich and that there is any 
value in attempting to hide our head in the sand. In  
all types of claims we believe that the bargain days 
are over soon after the accident. 

We believe an offer should be fair, based upon our 
evaluation. Our evaluation is as realistic as we can 
make it with all the facts, theories, and circumstances 
we know about the ease. The offer should be neither 
too high nor too low. I t  should be high enough to 
lead to a deal. You know yourself, if you want to 
buy a house worth $30,000, priced by the owner at 
$34,500, you won ' t  get anywhere by offering $20,000. 
:But, if you offer $28,000 or $28,500, you are likely 

to get some serious consideration. Most of the plain- 
tiffs' attorneys who are in the business regularly 
know these values as well as we do. And most of them 
will settle most of their cases. 

To an insurance claims man a settled case is the end 
to which we work. But we want it fair to both parties. 
We want it to be fair to us, based upon the liability 
and the damages, and fair to the claimant, necessarily 
so when he is not represented by an attorney. In  order 
to sell our policies we believe we have to buy our 
releases at a fair  market price. 

The same basic principles work in Workmen 's  Com- 
pensation eases. We need immediate full investigation 
of the facts so we must have immediate reports. We 
provide the best medical treatment available. 

A worker who is injured is confused and worried 
about his job and his fanfily. His daily habits are 
upset. He wakes up in the strange world of a hos- 
pital. At  first, he usually has a strong urge to re turn 
to work. In  many, that withers away the longer disa- 
bility continues. So immediately after an accident 
we t ry  to reassure a worker and build his confidence 
in us. We pay compensation when due, and regularly. 
We attempt to call upon the injured, t ry  and help 
him and his family to adjust  themselves to the disa- 
bility of the breadwinner, and to build the attitude 
and the spirit that  will aid his quick recovery. We 
f rankly  tell them who we are and what we can do 
for them. We tell them that  we will do everything 
that the Workmen's  Compensation Law provides, in- 
cluding the possibility of payment  for permanent 
partial disability after he returns to work. 

We send into some plants regularly men that are 
known to be available to all employees who believe 
they have claims. We invite discussion, negotiation, 
and settlement of the deserving claims directly with 
the workers. We have offered to cooperate with union 
leaders. We act in an open manner as fairly as we 
can. While this may increase the number of settle- 
meuts or payments on account of permanent partial 
disability, the money goes to the injured pa r ty  and 
we believe that the over-all cost is lower. We t ry  to 
follow and accommodate the policies of the employer 
as far  as we can do so consistently with good claim 
practice and the state law. 

N OW i nAVL NOT given you any easy panacea. But  
we believe that  prompt  reporting of accidents, 

complete investigation, realistic evaluation, and an 
early, fair offer lead to reasonable settlements. At  
the same time it tends to prevent or take the terror  
away from the build-ups attempted by some plain- 
tiffs' attorneys. To show that  it does work, we insti- 
tuted a crash program on the whiplash problem. We 
found that when a moving automobile struck a stand- 
ing automobile in the rear, we were getting more and 
more claims for personal in ju ry  on account of the 
whiplash neck. They even arose out of very minor 
collisions which we had supposed to be only small 
property-damage claims. We found we were losing 
our shirt on these claims. So we started to give them 
the full treatment, looking for injuries in every such 
accident, a t tempting to settle them as quickly as 
possible; we think we have settled them for a fair  
value. We believe that good claim practices can keep 
abreast of fast-moving changes in personal in ju ry  
practice. 


