
State Regulation Of Insurance Threatened 
Elements of the insurance industry 

are threatening to undermine state 
regulation of insurance at the very time 
that a major insolvency crisis may be loom- 
ing, according to a report released by 
CFA in April. 

"State regulation of insurance is at a 
crossroads," said J. Robert Hunter, CFA's 
Director of insurance and author of the 
report. 

"It can continue to move forward to 
create a unified, national approach, in- 
dependent of undue insurance company 
influence, or it can collapse back toward 
dependency and inaction, as part of the 
industry now seeks," he said. 

Hunter referred specifically to the Na- 
tional Association of Independent In- 
surers, which has issued a "thinly veiled 
call for its members to boycott payment 
of fees to the National Association of In- 
surance Commissioners." 

Such a boycott could "bring the NAIC 
to its knees," since about half the asso- 
ciation's funding comes from such fees, 
Hunter said. "The boycott is intended to 
bring NAIC into line with NAII's wishes." 

One of the prime targets of the NAII 
campaign is the new NAIC program to 
coordinate solvency regulation to "create 
a state-based, national solvency system," 
Hunter said. "This attack, coming now 
when there is a significant possibility of 
an insolvency of Lloyd's of London, is 
alarming." 

The Superintendent of Insurance of the 
State of New York has predicted that a 
Lloyd's insolvency, given its large secon- 
dary market impact, would present a prob- 
lem "of much greater depth than the sav- 
ings and loan crisis." 

CFA Executive Director Stephen Brobeck 
expressed confidence that the crisis for 
state regulation could be headed off, "par- 
ticularly since major elements of the in- 
dustry itself have not supported NAII's 
attempt to weaken state regulation." 

State Regulation Improved, 
But Still Inadequate 

The CFA report, "Current Threats to 
Effective State Regulation of Insurance," 
traces the progress that state insurance 
regulation has made since the U.S. General 
Accounting Office last undertook a compre- 
hensive review of its effectiveness in 1979. 

The CFA study found that substantial 
progress has been made. 

"Despite improvements, however, state 
insurance regulation falls far short of 
meeting criteria defined by the GAO back 
in 1979," Brobeck said. 

For example, a key finding of the GAO 
study was that state resources were in- 
adequate and that needed expertise, such 
as actuaries, were often not available to 
state regulators. 

The CFA study found that state resources 
used to regulate insurance have increased 
substantially — from 4.7 percent of pre- 
mium taxes in 1977 to 6.7 percent in 1994. 
However, this is well below the benchmark 
of 10 percent adopted by the Consumer 
Insurance Interest Group as necessary for 
effective regulation. 

Similarly, the number of employees in 
state regulation rose by 85 percent over 
the same period, while the number of 
actuaries rose by 113 percent. Still, 17 
states reported having no actuaries on 
their payrolls in  1994. 

The GAO reserved some of its harshest 
criticism for the "lack of an arms-length" 
relationship between regulators and the 
regulated industry at the NAIC, where 
almost all model laws were drafted by in- 
dustry advisory committees and where few, 
if any, consumer representatives attended. 

The CFA report found that the NAIC 
has been significantly improved. "The NAIC 
has ended industry's total dominance by 
involving consumers in the process through 
the creation and funding of a consumer 
participation program," Hunter said. 

He added that solvency may be the area 
of the greatest improvement. "NAIC has 
moved from a disjointed, weak system to 
one of real national coordination and 
minimum standards," he said. 

National Response lb 
Potential Crises Needed 

Whether or not Lloyd's of London fails, 
"the need for a fully coordinated national 
response to any potential crisis in this multi- 
trillion dollar, multi-national business is ob- 
vious," Hunter said. "It would be foolhardy 
to dismantle the accreditation program or 
any of the progress the states have made 
in coordination as NAII wishes." 

In addition to releasing the report, 
Hunter and Brobeck wrote to insurance 
commissioners of all states, calling upon 
them "to resist the political pressure of 
NAII to undo the progress that state regula- 
tion has made over the past twenty years." 

The letter also called on state regu- 
lators to "continue to support an in- 
dependent NAIC that unites the efforts 
of the individual states into a cohesive 
national approach needed to address the 
issues raised by a multi-trillion dollar, 
multi-national insurance industry. 

At the press conference to release the 
report, Hunter reiterated that message, 
calling on state regulators to "stand firm- 
ly against this threat to their ability to 
effectively regulate the international in- 
surance business." 

In particular, he said, "the states must 
not water down the accreditation program 

through use of a 'results-oriented' approach 
rather than standards," and they must begin 
at once to find ways to fund the NAIC 
"that are not dependent upon NAII's or 
any other part of the industry's largesse." 

In addition, Hunter called on "reason- 
able members of the insurance industry" 
to put an end to this threat by promising 
to pay their fees and by publicly rejecting 
NAII's call. 

Consumer groups, small business 
leaders, and "others who would be hurt 
most by the collapse of accreditation" must 
assist the effort by speaking out to stop 
the NAII attack, Hunter said. 

Finally, he said, "the unfinished agenda 
of the GAO" for strengthening state in- 
surance regulation should be adopted. 

This includes: strengthening conflict of 
interest and revolving door rules; making 
further progress in attaining the necessary 
resources; improving market conduct 
standards and examinations; stopping red- 
lining and other unfairly discriminatory 
practices; and improving the data collec- 
tion systems for rate making and other 
purposes. 

"State regulation has come a long way," 
Hunter added. "This positive thrust must be 
maintained against those segments of the 
insurance industry who would undermine 
this progress for self-serving reasons." 

Consumers Losing Billions 
On Loans, Savings 
Consumers lose tens of billions of 

dollars a year because they earn too 
little on their savings and pay too much 
for loans, according to information re- 
leased in June by CFA and Credit Union 
National Association. 

"Without losing federal deposit insur- 
ance protection, savers could earn up to 
$16 billion more in annual interest on 
their savings deposits," said CFA Executive 
Director Stephen Brobeck. 

"All they need do is shift funds at their 
bank or thrift from a savings or money 
market deposit account to a six-month 
certificate of deposit." 

"Credit card borrowers could save 
billions by shifting accounts or paying 
down balances," added CUNA's Chief 
Economist Bill Hampel. "The gap between 
bank and credit union rates is so large 
that shifting balances from bank to credit 
union cards would lower annual interest 
payments by about $8 billion." 

CFA and CUNA analyzed data collected 
by Bank Rate Monitor on interest rates 
paid by banks and credit unions on money 
market accounts, interest-bearing check 
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ing accounts, and six-month, one-year, 
and five-year certificates of deposit. 

In addition, CFA and CUNA analyzed Bank 
Rate Monitor data on interest rates charged 

by banks and credit unions for new car 
loans, personal loans, credit card loans, Fixed- 
rate mortgages, and home equity lines of 
credit- (Continued on Page 2) 
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Priorities for CPSC Action Outlined 
The Consumer Product Safety Com- 

mission has a number of pressing 
issues before it thai need attention, said 
CFA General Counsel Mary Kllen Fise in 
June testimony before the agency on 
priority projects for fiscal year l!)i)K. 

Recognizing that the agency has ex- 
tremely limited resources with which to 
act, fise praised the commission for its 
recent history of "proactive measures .. . 
to protect American consumers." 

She outlined the following priorities for 
future  commission  action: 

• ensuring adequate resources for on- 
going rule-makings by exempting them 
From budgel cuts; 

• updating and Strengthening volun- 
tary guidelines for public play equipment 
and assuring thai the federal government's 
playgrounds comply with these guidelines 
(See related story, page 4); 

• improving compliance with crib safe- 
ty standards by initiating a proceeding 
to mandate a rule consisting of current 
voluntary requirements and continuing 
an aggressive campaign to address the 
risk posed by dangerous older cribs; 

• updating or extending the all-terrain 
vehicle consent decree for another ten years; 

• continuing work on fire risks associ- 
ated with consumer products, including re- 
viewing the apparel flammability standard; 

• continuing recent efforts to address 
fall hazards and expanding those efforts 
to include falls experienced by adults; 

•monitoring compliance with the volun- 
tary labeling requirements for five-gallon 
buckets and assessing the effectiveness of 
the industry's voluntary education campaign; 

• formulating a plan to address consumer 
product sources of indoor air pollutants 
as well as detection and air cleaning devices; 

• strengthening the agency's enforce- 
ment program by seeking and publicizing 
penalties for those companies that fail to 
report suspected hazards and by aggressive- 
ly monitoring compliance with voluntary 
standards; and 

• improving the quality of reports on 
data collected through the NEISS system. 

"The Consumer Product Safety Commis- 
sion plays an extremely critical role in pro- 
tecting American consumers from product 
hazards found in the home, in schools, 
and during recreation," Fise said in April 
testimony on CPSC reauthorization before 
the Senate Subcommittee on Consumer Af- 
fairs, Foreign Commerce, and Tburism. 

"With jurisdiction over 15,000 different 
products, this small agency has a mons- 
trous task," she said. 

Fise noted that, over the past two 
decades, CPSC has suffered the deepest 

cuts to its budget and staff of any federal 
health and safety agency. CPSC's budget 
today is less than it was in 1978 ($40.4 
million), even without taking inflation in- 
to account. The number of staff serving 
the agency today (487) is less than half 
of what it was in  1980 (978). 

"Because of this historically bleak 
resource picture, CFA is extremely con- 
cerned about the agency's ability to 
operate effectively to reduce consumer 
deaths and injuries," she said. 

Fise therefore urged the subcommittee 
to "assure that sufficient reauthorization 
funding levels are approved." While sup- 
porting the agency's request for multi- 
year reauthorization, Fise said the 
amounts sought by CPSC, ranging from 
$47.9 million in 1998 to $57.9 million in 
2002, "are overly conservative and should 
be expanded by at least 10 percent." 

Auto Leasing Reform 
Bill Introduced 
Rep, John .1. LaFalce (l)-NY) intro- 

duced legislation in May to improve 
advertisements and standardize and 
clarify disclosure related to automobile 
leases, 

"Today, the average price of a new car 
is over $20,000. As a way of disguising 
this cost, auto makers are heavily pro- 
moting leasing," said CIA Senior Projects 
Director  Mary  Ponder. 

This year, a third of all new cars will 
he leased, she added, and consumer of- 
fices around the country are reporting 
,m Increased number of auto leasing con- 
sumer complaints. 

The problem, she said, is that lease 
contracts are not required to provide clear 
and conspicuous disclosure of all the in- 
formation necessary for consumers to 
make informed decisions, and that leas- 
ing advertising requirements are inade- 
quate and  incomplete. 

H.R. 3515, The Consumer \utomohile 
Leasing Act of time, would attack both 
those problems by: 

• requiring all advertisements to pro- 
vide disclosure information in a manner 

that is easily understood or read by the 
consumer; and 

• requiring disclosure of a standard- 
ized lease annual interest rate to provide 
a basis for comparison shopping with 
other lease and credit purchase options. 

"Automobile leasing advertisements are 
impossible for consumers to read. The 
type is too small, and, in the television 
ads, the print passes in a blur," said CFA 
Chairman Howard Metzenbaum in en- 
dorsing the legislation. 

Low lease rates are advertised every 
day that are not regulated," former Senator 
Metzenbaum said. "A standardized an- 
nual lease interest rate that all lessors 
calculate and disclose in a uniform man- 
ner will help consumers to understand 
the true cost of the lease." 

Meanwhile, the Federal Reserve Board 
is continuing to review comments on its 
proposed auto leasing rule changes. CFA 
commented in general support of the pro- 
posed changes last fall but urged addi- 
tional revisions to strengthen the con- 
sumer protections provided by the new 
rule. 

Brochure Describes 
Benefits Of Co-ops 
The majority of Americans arc miss- 

ing out on one of the oldest mone\ 
saving techniques handing together 
in cooperatives to get the bargaining 
power necessary tor true marketplace 
savings. 

In order to expose more Americans to 
the  mone\   saving  options  available 
through cooperatives. CFA has prepared 
a brochure, "The Cooperative Difference.'' 
to provide an overview of the difference 
buying as a group can make. 

"CFA is a strong supporter of coopera- 
tives as a means of providing good value 
to individual consumers.' said CFA Senior 
Projects  Director  Mary  Ponder. 

"By handing together and using their 

collective buying power, consumers can 
save hundreds of dollars on everything 
from electricity to food, from housing 
to telephone service," she said. "Even 
health and child care can be obtained 
for less when consumers cooperate." 

The brochure explains how consumer 
cooperatives operate ami lists a variety 
of products and services which can be 
obtained  through a cooperative. 

For a free copy of the brochure, send 
a stamped, self-addressed business size 
envelope to CFA: CO-OP, P.O. Box 12099, 
Washington. D.C. 20005-0999. For infor- 
mation on bulk orders, contact CFA at 
202 387-6121 or write to 1424 Kith Street, 
N.W., Suite 604, Washington, D.C. 20036. 

Consumers Overpay On Loans 
(Continued from Page 1) 

The following are among the key trends 
related to interest rates on savings re- 
vealed by the analysis: 

• Interest rates on interest-bearing 
checking and money market deposit ac- 
counts remain low. In April 1996, banks 
paid only 1.35 percent on interest-bearing 
checking, and only 2.61 percent on money 
market deposit accounts. 

sumer loans (by 1.5 to 5 percentage points), 
but about the same for mortgage loans. 

Bank credit card rates remain high, 
averaging 18.18 percent in April 1996. 
In contrast, credit union credit card rates 
are five percentage points lower at 13.15 
percent. 

Interest rates on new car loans and 
home equity loans are much lower than 

Consumer Loan Rates at Banks and CUs 
April 1996 Averages by Type of Loan 

20% 
I 18.18% 
N 
T   15% 

15.59% 

E 
R 
E 
s   10% 9.14% 

13.76% 13.15% 

T 7.71% 

R  5% 
A 
T 
E   0% 

New Auto                                Personal                               Credit Card 

source: Bank Bale Monitor                           1   Banks                        Credit Unions 

• Interest rates on CDs are now much 
higher than the interest rates on check- 
ing and savings accounts. In April 1996, 
there was a gap at banks of about two 
percentage points between interest rates 
on six-month CDs and on checking/sav- 
ings accounts. 

• Differences between interest rates 
on short-term and long-term CDs are now 
relatively small. In December 1993, banks 
paid 2.65 percent on six-month CDs and 
4.48 percent on five-year CDs, a 1.83 
percentage point difference. In April 1996, 
hanks paid 4.46 percent on six-month 
CDs and 5.07 percent on five-year CDs, 
only a 0.51 percentage point difference. 

• Credit unions continue to pay higher 
interest rates on savings accounts than 
do banks. For money market and interest- 
bearing checking accounts, that difference 
is now about a full percentage point. For 
CDs, that difference averages about two- 
thirds of a percentage point. 

The data also suggest trends in interest 
rates on consumer loans. 

For example, credit unions charge sig- 
nificantly lower interest rates on con- 

credit card rates. At credit unions, for 
example, new car loan rates averaged 7.71 
percent in April 1996. 

Using Federal Reserve data on savings 
deposits and consumer credit outstand- 
ing, the groups estimated the amount of 
money that consumers could gain by mak- 
ing a few relatively simple changes in 
the way they use financial institutions. 

• If all savers were to shift funds from 
savings accounts and money market de- 
posit accounts to short-term CDs, they 
would earn about $16 billion more in 
interest. 

• If all savers were to shift funds from 
savings and money market deposit ac- 
counts at banks to similar accounts at 
credit unions, they would earn about $8 
billion more. By shifting funds from CDs 
at banks to CDs at credit unions, they 
could earn billions more. 

• By paying off credit card balances, 
borrowers could save more than $40 
billion in interest paid. By shifting ac- 
count balances from bank cards to credit 
union cards, they would save about $8 
billion. 
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Telephone Companies Seek Rate Increase 
Despite their repeated assurances that 

the Telecommunications Act of 1996 
would lower costs to consumers, virtually 
all the telephone companies have used the 
first major rule-making implementing the 
act to request a substantial increase in rates 
for core telephone service. 

In their comments to the Federal Com- 
munications Commission on universal ser- 
vice, the industry, with the exception of 
NYNEX and MCI, proposed raising rates 
for core telephone service by at least $2.50 
and by as much as $10.80. 

"Now that the phone companies are 
forced to put their cards on the table 
and show what they're really after, all 
this talk about competition and opening 
markets doesn't amount to anything ex- 
cept rate increases for local telephone 
subscribers," said CFA Telecommunica- 
tions Policy Director Bradley Stillman. 

In reply comments on universal service 
filed with the Commission in May, CFA, 
the American Association of Retired Per- 
sons, and Consumers Union argued that 
the rate increase proposals are "inconsis- 
tent with the intent of the 1996 Act, un- 
necessary as a matter of economics, and 
unjustified as a matter of public policy." 

Specifically, the phone companies pro- 
posed to reduce the fees long distance 
companies pay for access to the local net- 
work and to price services such as call 
waiting and caller ID closer to cost. They 
propose to make up the difference — 
about $13 billion — primarily by raising 
the rates paid by residential users. 

The phone companies argue that rate- 
payers will not be harmed by the local 
rate increase, because the cost of other 
services, for example long-distance and 
enhanced services, will come down a com- 
parable amount. 

Industry Unlikely To Pass 
Through Cost Savings 

"Although the industry claims that rate 
rebalancing will be revenue neutral in 
the aggregate, the revenue neutral out- 
come is highly unlikely to occur," said 
CFA Research Director Mark Cooper. 

Competition in the long distance in- 
dustry is not strong enough to force a 
pass-through of cost reductions quickly, 
he noted. 

Furthermore, the combination at the 
local level of extreme pricing flexibility, 
deregulated profits for many local com- 
panies, and the existence of little or no 
competition for local service almost 
guarantees that local companies will 
engage in cost-shifting that will result 
in a net increase in residential bills, he said. 

Even under a best case scenario — in 
which rates for non-core services were 
lowered in an amount equal to the ag- 
gregate increases for core services — the 
distribution of the rate increases and 
decreases would be highly skewed, hit- 
ting hardest those least able to pay, he said. 

He calculated that telephone bills for 
the poorest two-fifths of the population 

would rise by an average of $2.73, or 
a total increase of approximately $1.3 
billion, while the bills of the richest one- 
fifth of the population would fall by an 
average of $4.60, or a total decrease of 
approximately $1.1  billion. 

The phone company request is based 
on a false premise, that forcing long- 
distance and other non-core services to 
bear a cost of maintaining the local net- 
work is a "subsidy," Stillman said. 

"In fact, the $13 billion that the phone 
companies claim as a subsidy consists 
primarily of excess profits, inefficiencies, 
strategic investments, and mis-allocated 
costs which could not be recovered in 
a competitive market," he said. 

"All services that use a facility, in this 
case the loop, should bear a reasonable 
share of the costs of that shared facility," 
he added. "The phone companies' pro- 
posal would force residential users to bear 
a disproportionate share of those costs." 

Competition Is Key lb 
Protecting Consumers 

In their reply comments, the consumer 
groups urged the FCC not to "alter rev- 
enue streams until competition has been 
established." 

"Competition is key to protecting con- 
sumers from rate increases at the local 
level and to ensuring the pass-through 
of cost reductions in long distance," 
Stillman said. 

In May, CFA and CU also filed com 
ments with the FCC on implementation 
of the local competition provisions of the 
act. 

Because "residential ratepayers cannot 
look forward to facilities-based competi- 
tion on a significant scale in the near 
to mid-term," the groups urged the FCC 
to implement "pro-competitive, pro- 
consumer rules with respect to cost alloca- 
tion and pricing of network elements and 
services, 

"We must have clear national principles 
to break down the barriers of local 
monopoly," Stillman  said. 

Although the states should determine 
the precise path to competition, the FCC 
should establish clear guidelines that will 
signal a minimum standard for local com- 
petition to the stales and the Industry, 
he said. 

Included in those guidelines should be 
maximum unbundling of network ele- 
ments, with incremental costs for all ser- 
vices calculated for the long term on a 
total service basis, and rules for effective 
resale of local services. 

"Barriers to competition in local tele- 
phone service must he eliminated quick- 
ly, while restrictions on the local monopoly 
telephone companies are gradually lifted 
in response to actual changes in the 
market," Stillman said. 

"If we get to a point a few years hence 
and have alternative regulation and little 
competition, the Telecommunications Act 
of 1996 will have been a failure," he said 

Telecom Bill Tough Tb Implement; Greene Says 
How the Telecommunication Act of 

1996 is implemented will determine 
whether it "will be effective or whether 
we will be back to where, as a nation, 
we started from before the AT&T break- 
up in 1984," said U.S. District Judge Harold 
H. Greene in a keynote address at CFA's 
eighth annual consumer utility conference 
in May. 

CE%iewsr% 
CONSUMER FEDERATION OF AMERICA 

1424 16th Street, N.W., Washington, D.C. 20036 
(202) 387-6121 

President: Kenneth McEldowney 
Chairman: Sen. Howard M. Metzenbaum 
Executive Director: Stephen Brobeck 

Associate Director: Ann Lower 
General Counsel: Mary Ellen Fise 
Research Director: Mark Cooper 

Public Affaire Director: Jack Gillis 
Health and Safety Coordinator: Diana Neidle 

^telecommunications Director: Bradley Stillman 
Senior Projects Director: Mary Ponder 

Conference Manager: Adele Ellis 
Director of Development: Jodi Shulimson 

Administrator: Miguel Carpio 
Executive Assistant: l.ydia Grogan 

Administrative Assistant: Matthew Gordon 
Assistant to the Chairman: Diane Blake 

Office Assistant: Milena Carpio 

CFA'a Insurance Group 
Director of Insurance: J. Robert Hunter 
Life Insurance Actuary: James H. Hunt 

Insurance Counsel: Kathleen O'Reilly 

CFAnews Editor: Barbara Roper 

CFAnews is published eight times a year. Annual subscrip- 
tion rate is $25 per year. 

© Copyright 1996 by Consumer Federation of America. CFA 
should be credited for all material. All Rights Reserved. 

Design ft. Typeset by: Dahlman'Middour Design 

Judge Greene, who presided over the 
antitrust lawsuit against AT&T and the 
consent decree that ended it, expressed 
general support for congressional action 
in this area. He also expressed reserva- 
tions, however, both over certain provi- 
sions of the legislation and over the abili- 
ty of regulators to implement it effectively. 

"If the Regional Companies, in addition 
to retaining their monopoly on local tele- 
phone service in their particular regions, 
will also be permitted to enter long dis- 
tance service on a significant scale, the 
American people will pay a heavy price 
in increased rates, lack of technological 
progress, and perhaps other detrimental 
effects," he said. 

Greene was particularly critical of the 
Act's provision which allows the regional 
telephone companies to enter long dis- 
tance service, even if no competitor has 
entered the local market, as long as the 
particular state commission has approved 
a statement of the terms and conditions 
that the company generally offers to pro- 
vide access and interconnections. 

Bill Could Recreate Pre-AT&T 
Break-up Conditions 

This "leaves wide open the possibility 
that the regional companies may engage 
in long distance services in their own 
regions even if no actual competition ex- 
ists there," the very situation that led to 
the monopoly abuses that forced the 
break-up of AT&T, he said. 

In addition, he said, the Federal Com- 
munications Commission has been given 
a very elastic standard to enforce in deter- 

mining whether to approve requests to 
provide in-region long distance services 
by regional companies. 

"It is axiomatic that, with this kind of 
elastic standard, much will depend on 
enforcement by the regulatory officials," 
he said. While expressing confidence that 
the present leadership of the FCC "will 
do better than the Commission perform- 
ed in the past," Greene noted the FCC 
"failed miserably in its enforcement obliga- 
tions" in the years prior to the AT&T 
break-up. 

The FCC and Justice Department have 
been given a very difficult job, he added. 
Furthermore, effective regulation will be 
"both more difficult and more important" 
under the new law, he said. 

This is because "the ambitions of the 
regional companies are now potentially 
as wide as the entire field of information 
gathering and distribution," and because 
"congressional forces, other political in- 
terests, lobbyists, and the various kaleido- 
scopic segments of the information in- 
dustry" can all be expected to bring 
pressure to bear on the agencies, he said. 

Ultimately, however, Greene expressed 
confidence that "the framework the Con- 
gress and the president established earlier 
this year will serve us well so as to permit 
the further advances in this country in 
the vital field of telecommunications." 

Electric Industry 
Restructuring Poses New 
Consumer Challenges 

Ronald E. Russell, a partner in the 
firm  of  Russell  &  Russell,  P.C.  and  a 

former Michigan utility commissioner, 
discussed similar questions of whether 
consumers would be victims or bene- 
ficiaries in the increasingly competitive 
electricity markets. 

"Ibmorrow's utility customer will have 
to process large amounts and different 
types of information in the not so distant 
future. Tomorrow's consumer will have 
to become somewhat energy literate. 
Moreover, tomorrow's utility consumer 
will have to assume more responsibility 
regarding energy education or rely on 
the kindness of others," he said. 

This does not mean that "retail access 
and customer choice should be with- 
held or that competition in the electric 
industry should be stayed," Russell said, 
lit! added, however, that "with the right 
to choose, conies the right to choose 
wrong." 

That raises difficult questions about the 
continuing role of government "as it per- 
tains to a sector of our economy who 
may be at risk of loss of a necessity due 
to misjudgment, misinformation, or 
economic status," he said. 

Russell concluded by listing 20 "prin- 
ciples, goals, objectives, and expected 
outcomes for a restructured electric in- 
dustry," including providing the broad- 
est possible customer choice, provid- 
ing all customers with an opportunity 
to share in the benefits of increased 
competition, ensuring full and fair 
competition in generation markets, 
providing universal service, and sup- 
porting and furthering the goals of 
environmental regulation. 
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Public Playgrounds Put Children At Risk 
A majority of public playgrounds con- 

tinue to contain dangerous condi- 
tions that pose hidden threats to our 
nation's children, according to a third 
nationwide survey of playgrounds re- 
leased in June by CFA and U.S. Public 
Interest Research Group. 

lb assist communities and parents to 
identify and remedy playground hazards, 
CFA also released a comprehensive model 
law and a new version of its "Parent 
Checklist" for playground safety. 

"Playgrounds should be places for fun 
and exercise, not injury and death," said 
CFA General Counsel Mary Ellen Fise. 

The Consumer Product Safety Com- 
mission estimates that nearly 150,000 
children require hospital emergency 
treatment each year as a result of in- 
juries sustained on public playground 
equipment, and an average of 15 children 
die each year in playground-related 
incidents. 

Fise, who is co-author of the three new 
playground documents, noted that injury 
and death rates associated with public 
playgrounds continue to remain steady. 
"Many of these deaths and injuries could 
be prevented if playgrounds — from equip- 
ment to surfacing to layout — were de- 
signed with safety in mind," she said. 

The CFA-U.S. PIRG survey covered 562 
playgrounds in 25 states and Washington, 
D.C., focusing on the hazards that cause 
the most serious playground injuries — 
falls, impact with moving swings, entangle- 
ment, and head entrapment. 

State Groups Release Local 
Results 

The survey was conducted by a number 
of state PIRGs and other state and local 
members of CFA, many of which also 
released their survey results locally. 

Massachusetts Public Interest Research 
Group, for example, released its results 
in five separate news conferences around 
the state, said MASSPIRG Consumer Pro- 
gram Director Deirdre Cummings. In ad- 
dition, the organization sent localized 
press releases to each of the 35 cities 
in which playgrounds were surveyed. 

Arizona Consumer Council and a rep- 
resentative of the U.S. PIRG field office 
in Arizona staged a well attended press 
conference at a playground in Tempe with 
a mannequin borrowed from the Red 
Cross, said Arizona Consumer Council 
President Phyllis Rowe. 

"The state and local groups are an in- 
valuable resource, not only in conduct- 
ing the survey itself, but also in helping 
to ensure that it gets the widest possible 
circulation at the local level, where it 
can do the most good," Fise said. 

The following are among the key find- 
ings of the survey: 

• 85 percent of playgrounds lacked ade- 
quate protective surfaces, an improve- 
ment from 91 percent in 1994. Protective 
surfacing under and around all play equip- 
ment is the most critical factor on play- 
grounds, because approximately 75 per- 
cent of all injuries are caused by falls. 

• Equipment is too high. 61 percent 
of climbers and 45 percent of slides were 
at heights above six feet. 

• Swings have become safer since 1994. 
Only 10 percent of swing seats were made 
of hazardous wood, metal, or other rigid 
material, down from 26 percent in 1994. 
In 1996, 56 percent had spacing hazards 
or too many swings per bay, whereas 
these hazards were present on 76 per- 
cent of the playgrounds in  1994. 

• Nearly one-half of the playgrounds sur- 
veyed (46 percent) had head entrapment 
hazards that could lead to strangulation. 

• On 47 percent of the playgrounds 
surveyed, equipment contained gaps, pro- 
trusions, and other features that could 
entangle a child's clothing and result in 
strangulation. 

"While our surveyors across the coun- 
try noted some improvements, public ac- 
tion by parents and playground operators 
is critically needed to improve playground 
safety," said U.S. PIRG Consumer Program 
Director Ed Mierzwinski. 

Updated Model Law Released 
Tb provide a model on which to base 

reform efforts, CFA also released a new 
"Report and Model Law on Public Play 
Equipment and Areas," that contains de- 
tailed provisions addressing safety and 
design for all play equipment and areas, 
as well as separate requirements specifically 
intended for play areas and equipment for 
preschool- and school-age children. 

First published in 1992, the new edition 
contains a detailed cross-comparison with 
the Consumer Product Safety Commis- 
sion's voluntary guidelines for public play 
equipment. 

"The CFA model law addresses a signifi- 
cant number of issues not addressed by 
the CPSC guidelines," said Fise. "It is our 
hope that CPSC will revise its guidelines 
and incorporate these additional safety 
provisions into its handbook." 

CFA also encourages state and local 
jurisdictions to adopt these requirements 
and use them when purchasing new 
equipment or when refurbishing, remod- 
eling, or maintaining existing playgrounds. 

lb assist parents, CFA released an up- 
dated version of its free publication, 
"Parent Checklist: How Safe Is Your Local 
Playground?,1' which sets out 12 impor- 
tant factors to examine in evaluating the 
safety of a playground. 

To receive a free copy of the parent 
checklist, send a self-addressed, stamped 
envelope to: CFA Playground Checklist, 
P.O. Box 12099, Washington, D.C. 
20005-0999. 

For a copy of the Report and Model 
Law on Public Play Equipment and Areas, 
send a check or money order for $30 
to Playground Model Law, CFA, 1424 16th 
Street, N.W, Suite 604, Washington, D.C. 
20036. 

For a copy of the survey report, send 
a check or money order for $15 to "Play- 
ing It Safe," CFA, 1424 16th Street, N.W, 
Suite 604, Washington, D.C. 20036. 

26th Annual 
Awards Dinner 

Sen. Frank R. Lautenberg Commissioner 
David A. Kessler, M.D. 

Mark Silbergeld Diane Rehm 

The Consumer Federation of America honored distinguished con- 
sumer service at its 26th Annual Awards Dinner in June. 

Sen. Frank R. Lautenberg and Commissioner of Food and Drugs David 
A. Kessler, M.D. received the Philip Hart Public Service Awards. 

The Esther Peterson Consumer Service Award was presented to Mark 
Silbergeld, Co-Director of the Washington Office of Consumers Union. 

Diane Rehm, host and Executive Producer of "The Diane Rehm Show" 
on Wellington, D.C.'s WAMU-FM radio station, received the Betty Furness 
Consumer Media Service Award. 
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