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OVERVIEW

Workers’ Compensation Cost Containment Program

The project manager, the project investigator and each of the department heads in
Safety, Claims and Medical at National Steel and Shipbuilding Company developed the
questionnaire and made suggestions that were incorporated into the survey. This draft
questionnaire was then sent to the members of the SP-5 Panel for their comments and
suggestions. This procedure produced the final form of the survey which can be seen in
Appendix I of this report.

NASSCO’s investigator drafted a letter of introduction for the survey with the SP-5
Panel impute that was then signed by Donald Spanninga, Vice Chairman NSRP, Executive
Control Board. This letter and the survey were sent to each of the shipyards. A copy of
this letter can be reviewed in Appendix Il. The project investigator followed up on the
mailing and contacted each of the yards to schedule an on-site visit. During the visit the
proiect investigator helped in completion of the survey and discussed some cost-saving
initiatives which had been approved for sharing by other vards.

The critical factor in obtaining the cooperation of the participating yards was the
issue of confidentiality. The agreements that were reached in this area are the following:

The shipyards agreed to be identified as participants in the survey.

The data in the report would not be identified by individual shipyards.

The Cost Containment Program initiated by various shipyards could not be
incorporated into this report without their permission.

For a shipyard to be identified as author of a program, separate approval is
required.

Any portion of the report that identifies a shipyard will be sent to that yard
with right to veto its incorporation in the report.

Each shipyard had the right not to answer any question in the survey that
they felt was proprietary in nature.

The survey did not require any of the participants to identify dollar costs associated
with workers’ compensation payments but, rather, used percentages to substitute for dollar
figures. In this report those percentages will be used to present baseline information for
comparison purposes. The report will identify high, low and average percentages, and the
factors that affected the low numbers will be discussed. All shipyard representatives would
like to participate in a workshop where they would draft the final recommendations of this
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study. An issue that was not addressed in the survey but was discussed at each site visit
was the benefit of regulatory and statutory changes that would improve the efficiency of
the administration system of the Longshore and Harbor Workers’ Act. This will be
addressed in Section 4 of this report. The following shipyards participated in the survey:

Atlantic Marine (3 shipyards)
Bath Iron Works
Bender Shipbuilding
Bethlehem Steel/Sparrows Pt.
General Dynamics Electric Boat
Hopeman Brothers (shipbuilding subcontractor)
Ingalls Shipbuilding
McDermott Shipbuilding (3 shipyards)
National Steel and Shipbuilding
Newport News
Norshipco
Peterson Builders Inc.
Southwest Marine (3 shipyards)
Textron Marine & Land Systems (5 shipyards)
Todd Pacific Shipyard Corp.
Trinity Marine Group (21 shipyards)

NAVAL SHIPYARDS

Pearl Harbor Naval Shipyard
Norfolk Naval Shipyard
Portsmouth Naval Shipyard
Puget Sound Naval Shipyard

There was only one yard that was approached that did not want to participate in the
survey. The reception at each yard was warm, cordial and cooperative with the investigator.

This report is divided into five Sections and two Appendices. Three of the Sections
will deal with the three parts of the questionnaire, Safety, Medical and Claims. The fourth
Section will deal with the regulatory and statutory changes, while the fifth Section will be
a summary of the finding of this report. In those Sections that deal with statistics, we will
identify the high, low and average statistics. We will then discuss programs that reduce
those statistics. The recommendations in the summary should be the product of the
workshop. The Appendices will comprise a copy a copy of Donald Spanninga’s letter
requesting the cooperation of the shipyards in the study and a copy of the U.S. Department
of Labor, Longshore and Harbor Workers’ Compensation Program, LS Allocation Control
Report for 1995.
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In order to validate the findings of this study, we will be using the Department of
Labor annual report on payments reported by self-insured employers. This report
identifies the amount of indemnity payments made by a self-insured employer during a one
year period. This report is attached as Appendix II. The indemnity payments can be
divided by the number of employees of a self-insured employer to give an estimate for the
cost per employee. This cost per employee can be used as a yardstick to evaluate the
success of the various cost containment programs.



Q1.

Q 2.

Q 3.

Q3a.

Q3b.

Q4.

SECTION I

SAFETY

Does your company involve your employees in a process improvement
program?

Thirteen companies reported that they did involve their employees in a process
improvement program. Three companies did not have their employees involved.

Has the improvement of your production process enhanced your safety
record?

Seven companies reported that there was no effect from improved
methods on their safety record. Six companies indicated that there were
improvements, and three companies reported slight improvements.

Do you have a joint union and management safety committee?

production
substantial

Eight companies do have joint union and management safety committees and eight
companies do not.

If you have answered the above question in the affirmative, please list the
successful programs that have originated from the joint committee.

Five companies established joint inspection procedures; three established joint
accident investigation procedures; one company established a joint safety awards
program; one company established a joint safety shoe program and kevlar gloves
and forearm protectors for electrical employees. All the yards that used a joint union
and management committee praised it as an excellent communication tool.
One company established a safety action team with excellent results.

What policies have you instituted for your joint meeting that improved their
effectiveness?

Companies found that goal setting sessions working with a budget improved the
effectiveness of the joint meeting. Other companies have used Robert Rule of Order
and established agendas prior to the meetings.

What OSHA standards do you utilize that are not cost justified?

One of the companies indicated that the Arsenic and Cadmium were not cost
justified. Four companies indicated that the lead standard was not cost justified.



Q5.

Q6.

Q7.

Q8.

Q9.

QI0.

Should the number of physical exams for the lead screening program be
driven by the results?

Ten companies agree that the number of physical exams should be driven by the
results, and three companies disagreed.

What is the ratio of full time staff safety personnel to production workers?

The lowest ratio for safety personnel to production workers was one safety
personnel for 50 production workers, and the highest ratio is one for every 1,250
production workers.

What is the brand name of the software you use to maintain your OSHA
statistics?

Some of the companies used the following products: Safety Track, RAG Master,
Claims Expert, OSHA Tree, Healthnet .Ten companies developed their own
software to track their OSH statistics.

What are the features of the software that you most prefer?

The automation of data collection for the OSHA 200 Log. The ability to sort and
generate reports for any data elements and the system is user friendly.

How would you rate the quality of the accident investigation performed by
production supervision?

Nine companies rated the performance of the production supervision accident
investigation as average. Four companies rated it as poor.

Describe the last two programs that you have implemented that have reduced
your accident rate.

There were five programs identified by companies who had obtained above
average results. These programs will be discussed in the summary of the safety
section.
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Q11. What was your company’s loss time incident rate in 1994?

Lost time injuries x 200,000
Divided by hours worked = Lost Time Incident Rate

Lost Time Incident Rate

Legend

❑ High

❑ Low

■ Average
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Q12. What was your company’s lost time recordable injury rate in 1994?

Recordable injuries x 200,00
Divided by hours worked = Recordable Incident Rate

Recordable Incident Rate

❑ High

■ Low
■ Average

Each of the shipyards that were visited had a significant safety program which included
full-time safety personnel. Some yards augmented their staff with union representatives.
All yards had an extensive safety training program with particular emphasis given to new-
hires. At each yard management supported the safety program, yet the recorded safety
statistics indicate varying results.
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One of the characteristics of the successful yard appeared to be environmental in nature
in that small to medium-size yards with stable employment seem to have an advantage in
maintaining good safety statistics. However, some yards had programs that produced
better than average results. Five of those programs will now be discussed.

New Hire Program

A yard which was visited recognized that it was experiencing a disproportionate
number of accidents from new-hires. So, it instituted a program where the new-hires’ hard
hat would be identified with a strip of tape indicating that he/she is a new-hire. For all
tasks assigned to the new-hire, an experienced employee was required to be a partner.
The experienced individual was responsible for educating the new-hire on the safety
requirements of the tasks being performed. This program brought about a significant
reduction in accidents for new-hires.

Journeyman/Helper

This program is similar to the new-hire program in that it makes an experienced
employee, the journeyman, responsible for the education of the helpers assigned to
him/her for safety procedures.

Process Improvement

In a yard by trade class, there are quarterly process improvement meetings in which
the processes involved in construction for the last quarter are reviewed for potential
improvement in efficiency. This is a very formal process. If the new, improved process is
accepted, it is written up as a job procedure which is required to address any new safety
exposures created by this procedure.

Incentive Program

A number of yards have various types of incentive programs. However, one yard
had an incentive program that involved 95% of the workers in an after hours function.

Ratio of Safety Personnel to Production Workers

In reviewing the safety statistics from the fourteen yards, it would appear that there
is a relationship between the number of individuals that are responsible for safety
inspections and investigations and the results a yard obtains.
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SUMMARY

The unifying principle apparent in all of these programs is that they increase the
participation of employees in the safety program which has resulted in decrease in number
of accidents and lost time days.

NSRB.SRB PAGE 11 DATE PRINTED: January 4,1996



SECTION II

MEDICAL

Administration.

Q1.

Q2.

Q3.

Q4.

Q5.

Do you contract out your medical services?

Thirteen companies contract out all or some of their medical services; three do not.

If the answer to the question above is yes, what medical services do you
contract out?

Seven companies contract out pre-employment physical. Thirteen companies
contract out their drug screening programs. Six contract out OSHA screening
exams. Four contract out hearing exams, and three contract out vision exams.

What are the basic services provided by your Medical Department?

Nine companies perform their own pre-employment physical. Sixteen companies
draw their own blood for their drug screening program. Sixteen companies provide
first aid treatment. Ten companies do their own OSHA screening exams. Twelve
provide their own hearing exams, and thirteen do their own eye exams.

Are your medical records computerized?

Three companies out of sixteen had their medical records computerized.

If the answer to the above question is yes, what safety system do you use?

Two of the companies created their own software. One used a software called
Safety Base.

a. Are you satisfied with the system?

All three companies were satisfied with their systems.

b. What are the features you most like about your system?

All three indicated that their systems were user-friendly and helped them to
maintain accurate medical records.
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c. What features of your system would you like to improve?

One company would like to have the system track restricted work days. The
other two had no comment.

Q6. Does your Medical Department have access to your employee group health
records?

Five companies do have access to the group health records; eleven do not.

Organization

Q1. What is your Medical Department staffing?

a.

b.

c.

d.

e.

Full time physician

1 company -
2 companies -
1 company -

Part time physician

4 companies -
2 companies -

Physician’s assistant

2 companies -
2 companies -
1 company -

Registered nurses

3 companies -
1 company -
1 company -
1 company -
1 company -
1 company -

Vocational nurses

2 companies -
1 company -
1 company -

1 physician
2 physicians
3 physicians

1 physician
2 physicians

1 physician’s assistant
2 physician’s assistants
3 physician’s assistants

1 registered nurse
3 registered nurses
4 registered nurses
5 registered nurses
6 registered nurses
13 registered nurses

1 vocational nurse
2 vocational nurses
8 vocational nurses



f. Physical therapist

2companies - 1 physical therapist

g. X-ray technician

5 companies - 1 x-ray technician
1 company - 2 x-ray technicians

h. Medical assistant

3 companies - 1 medical assistant
5 companies - 2 medical assistants
3 companies - 3 medical assistants

Medical Department Functions

Q1. Does your Medical Department conduct preplacement exams?
Yes - 7 companies No - 9 companies

Q2. What elements make Up your preplacement medical exam?

a. Chest x-rays
Yes - 10 companies No -

b. Back x-rays
Yes - 7 companies No -

c. Physical exam
Yes - 15 companies No -

d. Medical history

Yes - 16 companies

e. Drug testing

Yes - 15 companies

f. Pulmonary function test

Yes - 13 companies

6 companies

9 companies

1 company

No - 1 company

No - 3 companies
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Q3.

Q4.

Q5.

Q6.

Q7.

Q8.

Q9.

g. strengtn testing (Cybex, Biodex)
Yes - 1 company No - 15 companies

h. EKG for high risk positions
Yes - 7 companies No - 9 companies

i. Hearing test
Yes - 15 companies No - 1 company

Does your medical facility perform OSHA surveillance monitoring?
Yes - 12 companies No - 4 companies

Does your Medical Department perform physical therapy?
Yes - 12 companies No - 4 companies

If the answer to the above question is yes, what percentage of your workers’
compensation therapy costs are handled by your Medical Department?

Only three companies tracked their physical therapy costs. Two of them indicated
that their Medical Department handled 10% of their physical therapy costs. One
indicated that it performed 70% of its physical therapy costs.

Does your Medical Department monitor the outside medical treatment of
industrial injuries?
Yes - 13 companies No - 3 companies

On average how long does your Medical Department treat an industrial injury
before referring the employee to an outside specialist?

The range of treatment period encompasses from three days to one month for the
sixteen companies.

Does your Medical Department provide prescription drugs for industrial
injuries?

Yes - 8 companies No - 8 companies

Do you provide an immunization program for employees through your Medical
Department?

Yes - 11 companies No - 5 companies
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Drug Testing

Q1.

Q2.

Q3.

Q4.

Q5.

Do you perform drug and alcohol testing?

Yes - 16 companies

For what drugs do you test?

All yards used a panel drug screen.

What are the methods you use for testing drugs?

Three yards tested for both blood and urine, and thirteen used urine only.

What are the methods you use for testing for alcohol?

One company uses only blood; four use only urine. Three companies use blood,
urine and breath. Three companies use urine and breath; four use only breath.
One company did not respond.

What type of blood testing do you perform?

a. SMA 10

Yes - 6 companies No - 10 companies

b. SMA 20

Yes - 2 companies No - 14 companies

c. Complete blood count and differential

Yes - 3 companies No - 13 companies

Overall Evaluation

Q1. How would you rank the medical serviices performed by your Medical
Department regarding their impact on cost?

Excellent 6 companies
Average 8 companies
No response - 1 company
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Summary

On- site medical facilities are a key tool in controlling the loss of production manhours.
Shipyards that maximize the use of the medical department for providing for phyiscal
therapy and on site medical treatment particularly for employee on modified work
substantiayl reduce their workers compensation medical costs.
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SECTION III

CLAIMS

General Questions

Q1. Number-of-employees?

High - 19,438
Average - 3,650
Low - 200

Q2. Number of locations?

High - 21
Average - 2.5
Low - 1

Administration

Q1.

Q2.

Q3.

Is your company insured or self-insured?

Self-insured - 12
Insured - 4

If self-insured, are you self-administered?

Self-administered - 8
Not self-administered - 4

If the answer to question number 2 above was yes, or you have a TPA that
administers your claims, please answer the following questions. If your
answer to the above question is no, please take this survey to your
insurance carrier and have a representative of the carrier complete the
following questions.

a. Is your claims adjusting staff on site or off site?

Off site - 6 On site - 10

b. Do you have a legal counsel on the claim staff to
compensation claims?

Yes - 4 No - 12

litigate workers’
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Q4.

Q5.

c.

d.

e.

f.

g.

h.

[f you

Do your claim personnel take statements from the injured worker?

Yes - 16 No - 0

Do your claim personnel take statements from witnesses?

Yes - 13 No - 3

Does your claim staff perform accident investigations?

Yes - 8 No - 8

Does your claims staff assist in third party subrogation
investigations?

Yes - 14 No - 2

What is the average number of open claims assigned to each claims
examiner?

High - 350
Average - 100
Low - 40

Is your Special Fund Assessment greater than the amount of
payments made on your claims by the Fund?

Yes - 16 No - 0

subtract from your Special Fund Assessment the payments made by
the Fund on your own claims, what is the percentage of growth in your
assessment over the last three years?

Twelve companies did not track this statistic. Four did, and the average growth
rate was 9%.

Do you ever settle claims after they have been taken over by the Fund?

Yes - 2 No - 14



Q6.

Q7.

How many of your claims in the Special Fund have been closed by the
Department of Labor over the last five years?

All shipyards reported none.

Are you required to post a security requirement in both the State and
Federal jurisdiction for concurrently filed workers’ compensation claims?

Yes - 5 No - 11

Claims Management

Q1.

Q2.

Are your claims filed under both the U.S. Longshore and Harborworkers’
Compensation Act and your State Workers’ Compensation Act (concurrent
jurisdiction)?

Yes - 8 No - 8

If the answer to question number 1 above was yes, please answer the
following questions.

a. What percentage of your claims are filed in both jurisdictions?

High - 90%
Average - 30%
Low _ 0%

b. What percentage of your claims are settled only in the state
jurisdiction?

High - 20%
Average - 5%
Low - o%

c. What percentage of your claims do you settle only in federal
jurisdiction?

High - 100%
Average - 20%
Low - o%
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Q3. If YOU are self-administered or use a third party administrator, please
answer the following questions.

a. Do you use an automated claims management system? If yes to this
question, what software system do you use?

Yes - 13 No - 3

12 companies reported using a system created by their own companies or
their TPA’s. One company reported using DAVID.

b. Are you satisfied with your system?

Yes - 9 No - 4

c. What are the features that you like most about your system?

Statistical analysis of claim and financial data
Forms processing
Calculation of COLA
Subrogation tracking
Diary and reporting capabilities
User- friendly
Financial data is readily available

d. What are the features of your system that you would like to see
improved?

Data manipulation
Window environment
Tickler system
General profile of injured worker

Q4. Do you have any special program to control costs of Temporary Total
Disability payments? Please describe.

Yes - 16 No - 0

Payroll and TTD monitoring
Return to work program
Employee and supervisor communication program
Vocational rehabilitation program
Early claims intervention
Case management program
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Q5. Do you pay out permanent disability in a lump sum or over time? Briefly
explain your policy.

All yards used a combination of both procedures to settle their claims. They
allow the individual claim to dictate the method.

Q6. Does your company have agreements with your unions to attempt to
reduce the costs and litigation of workers’ compensation claims? If you do
have agreements, please describe.

Yes - 2 No - 14

Of the two companies that had an agreement, one dealt with return to work
programs and the other with safety issues.

Medical Care

Q1. Does your TPA or in-house claims staff utilize any of the following
managed care techniques? lf so, do you find them (a) very effective, (b)
effective or (c) not effective in minimizing your medical costs?

a. Case Management (utilization of a medical expert to assist in
directing medical care for the injured worker).

Yes - 15 No - 1

Very effective - 9
Effective 6
Not effective - 0

b. Medical bill review service

Yes - 15 No - 1

Very effective - 12
Effective 3
Not effective - 0
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c. Prescription drug plan (a service that reviews for appropriateness of
medications and pricing)

Yes - 12 No - 4

Very effective - 10
Effective 2
Not effective - 0

d. Disability management service (a medical service that works with the
treating physician to reduce the disability, period)

Yes - 11 No - 5

Very effective - 9
Effective 2
Not effective - 0

e. Do you designate facilities that injured workers must use for
diagnostic testing, laboratory work, MRI and X-ray, physical therapy
or prescription?

Yes - 10 No - 6

Very effective - 6
Effective 4
Not effective - 0

f. Are you a member of a hospital network that provides contracting
pricing?

Yes - 8 No - 8

Very effective - 8
Effective o
Not effective - 0

Q2. If YOU have in-house medical staff, are they involved in providing medical
care management? lf yes, what services do they provide?

Yes - 16 No - 0

Most shipyards provided initial treatment and appropriate follow up care for
occupational injuries only.
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Q3.

Q4.

Q5.

Do you have a 24 hour care program that combines medical care portion of
your workers’ compensation program with your group health plan?

Yes - 0 No - 16

If you do have a 24 hour care program, is it effective?

Yes - N/A No - N/A

Do you have a preferred physician network for treatment of workers’
compensation claims?

Yes - 10 No - 6

Have you and your unions agreed to utilize specific treating physicians, or
do you have agreement on doctors who will determine the extent of
permanent disability?

Yes - 0 No - 16

Return to Work Program

Q1.

Q2.

Q3.

Does your company have a modified work (light duty) program for
industrial injured workers?

Yes - 14 No - 2

Very effective - 10
Effective 3
Not effective - 1

If you have a modified work program, do you limit the time an employee
can be on the program? If yes, how long?

Yes - 2 No - 12

Average time period was three months.

If you have a modified work program, are the injured employees assigned
to one department, or are they assigned back to their original department?

All yards try to return the employee to the original department; however, the
severity of injury is the key factor in being able to return them to their
department.



Q1. For then year 1994, please provide the percentage of total workers’
compensation dollars spent on the following:

● Claims Costs
● Administration
● Insurance/ Security
● Special Fund
● Other

Claims Costs
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Continuation of question 1

Administration Costs
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Continuation of question 1

Special Fund Assessment
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2Q For the last year, provide a percentage of the total of worker’s
compensation claims costs spent in the following areas:

●

●

●

●

●

●

●

●

●

Medical Costs
Temp. Disability
Permanent Disability
Death Benefits
Legal Defense
Applicant Legal
Rehabilitation
Review Services
Other

Medical Costs



Continuation of question 2

Temp. Disability

Permanent Disability
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Continuation of question 2

Legal Defense
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Continuation of question 2

Applicant Legal

Rehabilitation
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Continuation of question 2

Review Services



Q3. For the medical costs identified in question number 2 above, please
provide a percentage of total medical costs spent on the following areas:

●

●

●

●

●

●

●

●

●

Treating physician
Surgeon
Chiropractor
Medical Legal
Physical Therapy
Diagnostic Tests
Prescription Drugs
Medical Supplies
Hospital

Treating Physician
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Continuation of question 3

Surgeon

Chiropractor

NSRB.SRB PAGE 34 DATE PRINTED: January 4,1996



Continuation of question 3

Medical Legal Evals

Physical Therapy
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Continuation of question 3

Diagnostic Tests

Prescription Drugs
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Continuation of question 3

Hospital Costs

MedicalSupplies
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Workshop

Q1.

Q2.

Q3.

Would your company participate in a workshop that develops
recommendations from this study?

Yes - 16 No - 0

Are there any urgent problems that are not addressed in this questionnaire
that should be part of the workshop? Please specify.

Yes - 4 No - 12

8(F) assessments
Hearing loss
Asbestos
Incentive programs

What regional location would allow you to attend the workshop meeting?

All 16 agreed on Washington, D.C.

There were seven programs that were identified in the claims area that
reduced cost. They were the following:

Voluntary Dispute Resolution System

This resolution system involves the hiring of retired administrative law judges to
act as arbitrators in voluntary settlement negotiations. The agreement reached
would be submitted to the local Department of Labor office for approval. This
reduced the litigation period for one yard by 40%.

Competing and Unbundling Auxiliary Medical Services

A number of yards put out for bid physical therapy, diagnostic studies and
prescriptions on a biannual basis which has resulted in a significant cost
reduction.

Use of Surgery Centers in Lieu of Hospitals

Shipyards that were in rural areas made exceptional use of surgery centers for
wrist, elbow, shoulder and knee surgeries. Their hospital cost was reduced by
40%.
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Litigation Control Measures

Several yards set up a formalized program that would require defense firms to
set budgets and estimates as to litigation cost. The program also involved a
process review aimed at reducing cost on any new litigating case from lessons
learned.

Claims Load Per Examiner

In general, yards that maintain a case load of less than 100 claims per Examiner
obtained better than average financial results. However, there was one yard
which was an exception.

Medical Fee Schedule

A number of yards used the Medicare fee schedule with substantial savings.
During the period that this survey was occurring, the Department of Labor came
out with a new fee schedule specifically aimed at claims under the Longshore
and Harbor Workers’ Act.

Medical Case Management

A number of private and Naval shipyards use the case management system.
This system uses a nurse or equally qualified medical practitioner to manage the
medical treatment of the injured employee. This program has a number of
benefits in that the nurse is seen in a non- adversarial light by the employee
since she is not a part of the claims procedure. The nurse relates well with the
treating physician because of his/her medical training. When issues that arise
over the extent and nature of the medical treatment, he/she ina better position to
resolve them with the treating physician then the claim examiner. The amount of
time involved in medical disputes are reduced with a significant saving in claims
costs.

In summary the medical management of cost and duration of treatment produced
a synergic effect on total claims costs. This process not only reduced the
medical bills but also had the effect of reducing disability costs. The claims load
of the examiner could be directly related to effectiveness of reducing total claim
costs.
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SECTION IV

COST CONTAINMENT THROUGH REGULATORY
AND STATUTORY CHANGES

Even though the survey did not address the issue of regulatory and statutory
change, the issue was discussed at each site, and all parties felt there was a need for
some statutory change. In general, suggestions were aimed at improving the delivery
system without affecting the benefits of the injured worker. The four suggestions
discussed were the following:

Medical Conflict of Interest

There was a general concern that treating physicians would over-prescribe
auxiliary medical services if they had a financial interest. A conflict of interest
provision in the law would require the payor to be notified whenever the treating
physician had an ownership interest in auxiliary services. The payor had the
right to object to such treatment. It is the belief that the statutory change would
result in reduced medical and disability cost.

Medical Dispute Resolution System

Currently, medical disputes are resolved by obtaining a minimum of three
medical exams from different doctors. The dispute resolution system would
allow the parties to use only one medical opinion to determine the extent of
disability. If the claim were litigated, a list of three doctors would be provided by
the Department of Labor to the disputing parties, and each party would have the
right to remove one doctor. The remaining doctor would resolve the dispute.

Alternate Legal Dispute Resolution System

This suggested statutoty change would legalize the use of retired administrative
law judges in the litigation system of the Longshore Act. The judge would have
the same authority as if he/she were still active on the bench. This procedure
would substantially reduce the waiting period for trials and have a positive cost
effect.
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Labor Management Compensation System

This statutory procedure has been used by a number of states to allow the
employers to opt out of the compensation system if they provided a system
which provided benefits that were equal with those provided by the Longshore
Act. The procedures for dispute resolution would be addressed in the labor
agreement. Those companies that have utilized this new procedure have
experienced a significant reduction in cost.
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SECTION V

RECOMMENDATIONS

Safety

Each employer should strive to increase the number of employees in
participation in Safety supervision.

Medical

Move from the fee~for-service concept of paying medical cost to the prepaid
programs. These programs will be discussed at Ienght in the workshop that will
be held in 1996.

Maximize the use of your on-site medical facility

Claims

Shipyards should monitor on a routine basis the double digit expenses that make
up medical and indemnity payments.

Litigation control program should be part of your claims administration package.

Reduce the

Statutory Change

claims load per examiner.

Labor and management should pursue legislative improvements to the
Longshore Act that speed up dispute resolution.

They should also discuss the conflict of interest issues that arise from medical
treatment.
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Recommendation Continued

Naval Shipyards

Naval Shipyards-have.a different set-of problems.as compared to their private
counterparts. The key differences are that they are a public agency and work under a
different workers’ compensation act. The Federal Employees’ Compensation Act
controls the benefits paid to an injured worker in a Naval yard. The Department of
Labor did provide some bench marking percentages of their total claims costs that
apply in aggregate to all Naval Shipyards; They are as follows:

Claims Costs 97%
Administration 03%

Medical 26%
Temp. Disability 13%
Permanent Disability 53%
Death Benefits 6%
Legal Defense 2%
Rehabilitation 8’%

Naval Shipyards have very low litigation and administrative costs associated with their
workers’ compensation injuries. The Naval Shipyards make excellent use of goverment
provided medical facilities in reducing their medical cost. They have high Permanent
Disability and Death Benefits percentages.

Recommendations

Claims

Change the regulations to require the free choice physician to utilize
government facilities for his/her prescription of physical therapy and diagnostic
Tests.

Reduce the claim inventory of the federal claims examiner.

Increase the effectiveness and use of rehabilitation.
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NATIONAL STEEL AND SHIPBUILDING COMPANY

December11, 1995

CEO
Shipyard
Address

Dear Mr.

In a report dated January 1, 1995, the Department of Labor announced that workers’compensation
payments made by the maritime industry had increased by 9.5% over the previous year’sreport. This increase
was three times the rate of inflation. The shipbuilding and repair industry has reported annual payments of
more than $105,000,000 for Longshore and Harbor Workers’benefits. These payments did not include an
additional $35,000,000 paid annually for the assessment to the Special Fund. Therefore the shipbuilding and
repair industry is paying out over $140,000,000 yearly for federal workers’compensation. The rate of
increase of workers’compensation costs is a serious drain on shipyard productivity and leads to
non-competitive overhead rates. Your workers compensation’scarrier can confirm some of this information
from data provided by the Department of Labor in their billing for the Special Fund assessment.

To help lower these costs for our industry, the National Shipbuilding Research Program Human
Resource Innovation: Panel 5 project has been initiated(See attached booklet on NSRP) which, with your
help, will collect a significant amount of detail information concerning the principle elements of workers’
compensation cost containment programs currently in effect in American shipyards. From this data the
project would distinguish the central elements of the cost containment programs. The data that is collected
could then be used to provide baseline information so that the participating yards can make comparisons and
evaluations of their own current policies. An additional goal of this project is to increase the awareness of
new initiatives that have been tried and found successful in shipyards through changes in technology and
procedures. The ultimate objective of the project is to reduce industrial accidents and their attendant costs.

For this project to be successful, it needs the cooperation of shipyard management. The information
will be treated in a confidential manner. To increase the participation and reduce the time associated with the
completion of the questionnaire, the project investigator, who is E. Paul Goyette, will make site visits and
help in the completion of the questionnaire.

The data will be summarized and evaluated. A report with detailed recommendations will be
produced. Based upon the interest of the participants, a workshop may be established. I request your support
of this project. Please have your cognizant workers’compensation representative review the attached
questiomaire and contact Mr. Goyette at (619) 544-8859 to initiate the required action.

Sincerely,

Donald Spanninga
Vice Chairman NSRP
Executive Control Board



















































































THE NSRP NEEDS YOUR EVALUATION
OF THIS REPORT!

PLEASE RETURN A RESPONSE CARD AFTER READING REPORT.

NSRP READER RESPONSE CARD
We would appreciate your comments on this report. Please take a few
minutes to complete and return this postage-paid card. Thank you.
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● Overall Quality of Report
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Would Make This Report Better?

•Yes
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