


Bill No. 
T itle

HB 311 : •

"An Act relating to Workers! 

Compensation; and providing for 
an effective date."

%

■i

-  . ; *.

Contact: y McCHntock
465-2790

^ ate April 13, 1983

The Department of Labor/-and the Alaska Workers' Compensation Board support the 

provisions of HB 311..jAhis bill is the result of an agreement reached by a 

committee representing labor and employers in the state and reflects over three 

years of hearings in which testimony was provided by workers, labor groups, 

employers, insurers, rehabilitation and medical, providers, attorneys and state 
agency personnel.'! The Workers' Compensation Board and Division worked very 

closely with the committee in recommending amendments that provide for a more 

equitable and efficient workers', compensation system for employees and 
e m p l o y e r s . ' : \ . ... ,o.. • - y : .

The major portions of the bill will result in a redistribution of benefits 
•' which will reduce disencentives to return to work and provide long term 

reductions in w o r k e r s ' . compensation costs. This is based on increases 

in scheduled permanent partial disabilities, the minimum compensation r a t e , j  
death benefits and new methods to compute gross weekly earnings.
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STA T E  OF A L A S K A  

FISCAL NOTE % evision Date 1983

I.
B i 11/ R e s o l u t i o n  No :_______________
Title: ".. Workers' Compensation. 

Sponsor:_

REQUEST
II. F I SCAL DETAIL

Agency Affec t e d : Labor

Requestor: Rules Committee

Program Category Affected:Public Protection 
BRU, Program of S u b p r o g r a m s ) Affected;. 

Administration of Workers' Compensation'- ••

ars)

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER (Specify Source)

POSITIONS:
FULL-TIME

PART-TIME
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET-FISCAL IMPACT OF BILL:

Not available.

| FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

• OPERATING • _
100 PERSONAL SERVICtb 

200 TRAVEL 
300 CONTRACTUAL 

. 400 COMMODITIES 
500 EQUIPMENT 

' 600 LAND I .STRUCTURES 

• • 700 GRANTS, CLAIMS, ETC
•

6.5 14.3 15.7 17.3 19. n

bl .0 lb.4 16.9 18.6 20.5

.1 .1 .1 .1 .1

./ U U 0 0

-
TOTAL o p e r a t i n g 1 58.3 1 29.R 32.7 __ 3£J)_ . 39.6

. 58.3 29.8 32.7 36.-0 39.6

.

• 1 1 ‘ 1 1 1

IV. ANALYSIS: Attach a separate page foiv-ariy Ana

Prepared By:/̂ Sacquel yn L. McCIintock 

Division: W o rkers' Compensation

Phone:465-2790_______
Da t e : March 21. 1983D i v i s i o n :  u o r K e r s  l u m u s n s d i i u n __________ j ____________________ /■___ :________________  - - —  —  ^ . . ,

Approved by Commissioner: Jim Rohi son^-Tr^^^^ Date: March 21, 1983

Department: Labor 
L E G :A: 19

Distribution:
Original to Legislative Finance
Copy to Office of Manag e m e n t  and Budget (for Legislature introduced bills) 

Copy to Depar t m e n t  (for G o v e r n o r  introduced bills) 

Copy to S p o n s o r
Copy to R e q u e s t o r  (if d i f f e r e n t  from Sponsor) 3/8/83



FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH LEGISLATURE _ .

TITLE: "An Act relating to workers' compensation, and providing for an effective

date." •
AGENCY AFFECTED: Department of Labor

Page 2

Data Control Clerk I (permanent .halftime, 6 months first year, 12 months thereafter)'-

100 Personal Services $ 6.5 .

. • 300 Contractual . 1.5 . . '
400 Supplies •. .1
500 Equipment .7

$ 8.8

•OLher Contractual

Redesign and printing of forms to accomodate • 3.5*
additional questions • '

Rewrite and printing of employee and employer 12.0*

booklets . * .

Composition and printing of benefit schedule * .7.0
booklet . . •

Printing amendment of Act . 1.0*

Design computer system and write programs . . 22.0*
(2 1/2 months x $50/hour) .

Operation costs for additional computer pro- V . 4.0

cessing *

TOTAL • $58.3

* Indicates one-time expense in FY 1984 for a total of $38.5
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Other

TOTAL COST
TMf

■i>it tltU »di 11
FUND INC SOURCERECEIPT CODE

Fedoral Receipts 1002

C.F. Match

General Funds

l-A Receipts

Program Receipts 1020

Other

FOR B4M USE ONLY 

4A KEY NUMBER

—ir.,111 "O'!-11 -'i .'.i"i-iiLia:
POSITION TITLE 

Data Control Qlerk I
TYPE OF POSITION

M L

STAFF MONTHS

2
RP NUMBER

r I I " • ■ -r - - ■ 1-
CONTINUATION LEVEL | | ADDITION | XX

TYPE OF EXPENDITURE

PCN NUMBER

PERSONAL SERVICES'

Sa)arflA(lfi78 x 6 mos x .5)
Benef-i ts .JL58.7.
Supplemental Benefits .0613
Fixed Benefits

TOTAL PERSONAL SERVICES
JL4D-Jt J .

Travel

Contractual

Commodi ti es

Equipmont

7 I O T T

RANCE/STEP

9A
BRU PRIORITY

BARC. UNIT

L O C A T I O N
Juneau

JUSTIFICATION
JL

Tarn
FORM 12=. PACE/LINE

ELECTION DISTRICT

T h e  p e r m a n e n t  h a l f - t i m e  D a t a  C o n t r o l  C l e r k  I  p o s i t i o n  w i l l  
p r o v i d e  a d d i t i o n a l  c l e r i c a l  s u p p o r t  i n  t h e  C l a i m s  S e c t i o n
to enter and' maintain data in the Division's information
handling system. This position will handle the■ increased 
workload caused by the additional data input necessary for 
the system to monitor the compensation rate using with­
holding and average weekly wage information, and the main­
tenance of two processing systems concurrently.

Line 11 - Contractual: Space (transfer to DOA) 
Indirect (13.17 x 4734)

Line 12 - Commodities: General Office Supplies

Line 13 - Equipment: Desk and Choir

agency .L a b o r -
i

’  1 1 3  R E Q U E S T  F O R  
N E W  P O S I T I O N

p r o c r a m , Worker -8rot.p ct .1pn_____
bph Workers' Compensation

FY 84

COMPONENT, Workers' Compensation Administration
R r v l s e d  D a t e



CS HP 311 
POSITION PAPER

Weekly Workers' Compensation (W.C.) benefits are now based on 66 2/3% of an employees 
average weekly wage based on gross earnings. As W.C. benefits are not taxable an employee 
can receive higher income while off work. This bill would base benefits on 80% of 
spendable (or after-tax) income. The Department of Administration supports this 
adjustment.

The bill provides for an increase in funeral benefits, the minimum rate of weekly 
compensation, and payment for scheduled permanent injuries, such as a loss of limb. There 
has been no increase in these benefits since 1975. The Department of Administration 
supports these adjustments. The impact on the Division of Risk Management will be 
insignificant.

John Haywood
\rector Date

Division of Risk Management 
Department of Administration

C o m m i s s i o n e r 1 
Department of Administration

Date

7/0502-01-3/BDGSF1



STATE OF ALASKA 
FISCAL NOTE vision Date: April 21, 1983~

I. REQUEST
Bill/Resolution No.: C.S. H.B 311 
Title: An Act relating to Horkers
Compensation_________ s________
Requestor: Furnace and Szymanski

II. FISCAL DETAIL
Agency Affected: Risk Management_____
Program Category Affected:
Sponsor:__________________
BRU, Program of Subprogram^) Affected:

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

OPERATING
100 PERSONAL SERVICES
200 TRAVEL .
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC 1

TOTAL OPERATING 0 0 0 0

CAPITAL

REVENUE

FUNDING: (Thousands of Do' lars)
GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS:
Full-Time
PART-TIME
TEMPORARY

III. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV.
. . . .  ; V ~ »  •,

ANALYSIS:^ Atytafijjj. a-Separate page for any Analysis

Prepared By: John Haywoocf________________________
Pi vision,: Ri,sk Management_________________________

Approved by Commissioner: Lisa Rudd ,-n
Department: ADMINISTRATIS

Phone: 465-2180
Da te: May 2, 1983

Date: May 2, 1983

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills) 
Copy to Department (for Governor introduced bills)
Copy to Spon-.or
Copy to Requestor (if different from Sponsor) 3/8/83

7/0502-01/BDGSF1
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S c o t t  W e t z e l  S e r v i c e s  I n c o r p o r a t e d
An Allihate ol The Home Grouo Inc 

741 Sesame Street • Suile 1A • Anchorage, Alaska 99503 

Phone; (907)561-1725

Fe b r u a r y  8, 1983

The  H o n o r a b l e  R i c h a r d  I. E l i a s o n  

C h a i r m a n ,  L a b o r  & Commerce C o m m it t e e  

A l a s k a  S t a t e  S e n a t e  

S t a t e  o f  A l a s k a  

P ouch  V
J u n e a u ,  AK 99811
RE: A l a s k a  W o r k e r s '  C o m p e n s a t io n  A c t  

S e c t i o n  2 3 . 3 0 . 1 5 5 ( c )

Dear Sir:
I WOULD LIKI , CALL YOUR ATTENTION TO SECTION 2 3 - 3 0 . 1 5 5 ( c )  OF THE ALASKA 
W o r k e r s '  C o m t , n a t i o n  A c t  w h i c h  r e f e r s  t o  t h e  e x c e s s i v e  p e n a l t i e s  w h ic h  a r e

BE ING  ROUTINELY ASSESSED AGAINST SELF"INSURED EMPLOYERS AND INSURANCE CARRIERS 

IN  T H IS  STATE FOR FAILURE

D i v i s i o n  w i t h i n  a  1A d a y  t i

\uA 1 Nb I btLr INbUKtU tril'LUYtKb AINU 1 INbUKAINLfc LMKK1 fcKo
?E TO F IL E  REPORTS W ITH THE WORKERS' C O M P E N S A T IO N ^  c5

r iME  PERIOD-
<5>x

F i r s t  of  a l l ,  1 c a l l  y o u r  a t t e n t i o n  t o  t h e  f a c t  t h a t  t h e  p e n a l t y  i s  $ 1 0 0  f o r

THE F IR ST  DAY THAT THE REPORT IS  LATE AND $2 5  PER DAY THEREAFTER TO A MAXIMUM 

OF $ 2 5 0 0  AND THE R EC IP IEN T  OF THESE PENALTIES IS  THE STATE OF ALASKA*

S e c o n d l y ,  t h e s e  p e n a l t i e s  i n  no  w a y ,  e i t h e r  d i r e c t l y  o r  i n d i r e c t l y ,  i n u r e  to

THE BENEFIT  OF THE INJURED WORKER AND DO NOT AFFECT H IS  CASE ONE WAY OR THE

o t h e r .  Th e s e  r e p o r t s  a r e  f i l e d  w i t h  t h e  Al a s k a  De p a r t m e n t  o f  Wo r k e r s ' 

Co m p e n s a t i o n  s o l e l y  f o r  t h e  p u r p o s e  o f  p r o v i d i n g  t h e m  w i t h  s t a t i s t i c a l  

i n f o r m a t i o n  a n d  t o  k e e p  t h e m  c u r r e n t l y  a d v i s e d  on  t h e  a c t i o n s  a n d  s t a t u s  of  

t h e  Wo r k e r s '  Co m p e n s a t i o n  c l a i m s .  I am  i n  a g r e e m e n t  t h a t  t h e  Bo a r d  n e e d s  t h i s

INFORMATION AND I HAVE NO QUARREL W ITH THAT, HOWEVER, I AM IN  COMPLETE 

DISAGREEMENT THAT WE SHOULD BE SUBJECT TO HUGE F IN ES  FOR F A IL IN G  TO F IL E  A 

REPORT W IT H IN  A T IM E  FRAME WHICH IS  BOTH UNREAL IST IC  AND UNNECESSAR” .

T h e s e  p e n a l t i e s  a r e  a  d i r e c t  c o s t  t o  t h e  e m p l o y e r  a n d / or  t h e  i n s u r a n c e  c a r r i e r

WHICH ARE REFLECTED IN  THE IR  COST OF DO TNG BUS INESS , TH IS  COST IS  EVENTUALLY 

PASSED ON TO THE GENERAL PUBLIC AND CONSUMERS, OF COURSE, AND NO ONE BENEFITS

b u t  t h e  St a t e  o f  Al a s k a .

Th e  p o r t io n  o f  t h i s  l a w  t h a t  s e r i o u s l y  c o n c e r n s  m e  i s  t h a t  t h e r e  i s  a b s o l u t e l y  

NO a l l o w a n c e  f o r  h u m a n  e r r o r  a n d  t h e  l a s t  i n d i v i d u a l  w h o  w a s  n o t  s u r j e c t  t o

HUMAN ERROR ALSO WALKED ON WATER-

I WOULD L IK E  TO G IVE  YOU A COUPLE OF EXAMPLES THAT HAVE OCCURRED IN  OUR OFFICE 

TO SHOW YOU HOW RID ICULOUS T H IS  ENT IRE  S ITUAT ION HAS BECOME-

f r o  j o -  o s L  

J a c h e -  -  s

Jokn L^Wis —̂

C o ' r r ^ f  \

j ' l o u j  ( J o e s

d e a l  uj'/ik s W f -  

m s u r o n c e ^  '/-f c * n  n o

e i r e g s

- Qor\ c\foup

•fell 'info line?



' Th e Honorable Wa l t e r  F urnace
Page Two
F ebru ary  8, 1983

We r e c e i v e d  a  m i n o r  c l a i m  on  a n  e m p lo y e e  who  l o s t  o n e  d a y  o f  t im e  a n d  h i s  com­

p e n s a t i o n  RATE WAS BASED ON THE MINIMUM COMP* RATE AND H IS  TOTAL COMPENSATION 

PAYMENT FOR THE ONE DAY WAS $9*29-  He WAS PA ID  IN  A PROMPT AND T IMELY 

MANNER- THE CLAIMS EXAMINER PA ID  THE OUTSTANDING SMALL MEDICAL B IL L  AND 

CLOSED THE F I L E ,  F A IL IN G  THROUGH HUMAN ERROR TO F IL E  THE REQUIRED TERMINATION 

REPORT REQUIRED BY THE STATE WORKERS' COMPENSATION D IV IS IO N -  VERY FORTUNATELY 

FOR US , A WEEK OR TWO LATER ANOTHER SMALL MEDICAL B IL L  CAME INTO OUR OFFICE 

WHICH CAUSED US TO PULL T H IS  F IL E  FROM OUR CLOSED F IL E S  AND AT THAT POINT IT

WAS NOTICED THAT WE HAD F A IL E D  TO F IL E  THE TERMINATION REPORT AND THE REPORT

WAS SUBSEQUENTLY F IL E D  AND AS A RESULT WE RECEIVED A PENALTY OF $ 2 0 0  OR $300-

Ha d  i t  n o t  b e e n  f o r  t h e  f a c t  t h a t  a n o t h e r  m e d i c a l  b i l l  c a m e  i n t o  o u r  o f f i c e

AND BROUGHT T H IS  F IL E  TO OUR ATTENTION , OUR F IR S T  NOTICE THAT WE HAD F A ILED  TO

F IL E  A F IN A L  REPORT WOULD HVE BEEN A LETTER FROM THE STATE D IV IS IO N  OF

W o r k e r s '  C o m p e n s a t io n  a s s e s s i n g  u s  a  $ 2 5 0 0  p e n a l t y  f o r  a  c l a i m  t h a t  i n v o l v e d  

$ 9 - 2 9  TO THE WORKMAN WHICH WAS PA ID  TO H IM  IN  A T IM ELY  FASHION- No ONE WAS 

HURT OR DAMAGED IN  ANY MANNER- I n  OTHER WORDS, I  WOULD L IK E  TO KNOW HOW THE 

PUNISHMENT F IT S  THE CRIME-

WE HAVE AN EVEN MORE BLATANT RECENT CASE WHEREIN THE INJURED WORKER WAS OVER­

PA ID  ON H IS  COMPENSATION CLAIM  BECAUSE HE HAD RETURNED TO WORK SEVERAL DAYS 

BEFORE WE WERE NO T IF IED-  As A RESULT OF T H IS ,  THE CLAIMS EXAMINER WROTE H IM  A 

LETTER ASKING FOR REIMBURSEMENT OF THE OVERPAYMENT AND SHE F A ILED  TO F IL E  A 

REPORT W ITH THE STATE AD V IS IN G  THEM THAT THE BENEFITS WERE TERMINATED AND THAT 

THE CLAIM HAD BEEN OVERPAID- So NOW WE ARE FACED W ITH  NOT ONLY HAVING OVER­

PA ID  THE WORKER BUT PAYING A RATHER LARGE PENALTY TO THE STATE IN  A D D IT IO N , 

AND AGAIN ON A CLAIM WHERE ABSOLUTELY NOBODY WAS DAMAGED IN  ANY WAY BY OUR 

FA ILURE TO F IL E  THE REPORT-

YOU W IL L  NOTE THAT THE LAW STATES, " I f  THE EMPLOYEE F A ILS  TO NOTIFY THE BOARD 

W IT H IN  14 DAYS, THE BOARD SHALL ASSESS AGAINST THE EMPLOYER A C IV IL  PENALTY OF 

$1UU PLUS $ 2 5  FOR EACH DAY IN  EXCESS OF 14 DAYS----"

I HAVE RECEIVED INFORMATION RECENTLY FROM VARIOUS PEOPLE WHO WERE INVOLVED IN  

THE FORMATION OF T H IS  LAW, AND IN  FACT EVEN ONE ATTORNEY WHO WAS INSTRUMENTAL 

IN  DRAFTING T H IS  L E G IS LA T IO N , AND IT  WAS THE IR  O P IN IO N  THAT T H IS  PENALTY WOULD 

NOT BE ROUTINELY ASSESSED BUT WOULD BE USED ONLY IN  CASES OF W ILFIJLL AND CON­

TINUAL V IOLAT IONS OF THE REPORTING REQUIREMENTS- T H IS  IS  CERTAINLY NOT THE 

CASE, NOR CAN IT  BE , BECAUSE THE LAW CLEARLY STATES, "SHALL ASSESS" AND DOES 

NOT SAY "MAY ASSESS IN  CASES OF W ILFULL  AND WANTON NEGLECT ,"  OR WORDS TO THAT 

EFFECT-

I WOULD AGAIN L IK E  TO REITERATE THAT WE HAVE NO OBJECTION TO F IL IN G  THESE RE­

PORTS AND, IN  FACT , WE HAVE ALWAYS F IL E D  ALL REPORTS WHICH ARE REQUIRED BY THE

Wo r k e r s ' Co m p e n s a t i o n  Bo a r d  \n d  w e  w i l l  c o n t i n u e  t o  do  so  w i t h  o r  w i t h o u t  t h e

THREAT OF ANY PENALTY- WE COMPLY W ITH THE LAW AS FULLY AS WE POSSIBLY CAN IN  

ALL S ITU AT IO N S , BUT BEL IEVE  IT  OR NOT, WE ARE SUBJECT TO AN OCCASIONAL HUMAN 

ERROR- I CANNOT BEGIN TO TELL YOU THE EFFECT THAT T H IS  DISCF/MINATORY PENALTY 

PROVISION HAS HAD ON THE MORALE OF THE EMPLOYEES IN  NOT Cl LY MY OFF ICE PUT 

THROUGHOUT OUR INDUSTRY-



The Ho norable Wa l t e r  F urnace
Pag e Th r ee
F ebru ary  8, 1983

P i c t u r e ,  i f  y o u  w i l l ,  a  c l e r i c a l  e m p l o y e e  who  t h r o u g h  a  r a t h e r  i n s i g n i f i c a n t  

e r r o r  on  t h e i r  p a r t  h a s  f a i l e d  t o  f i l e  a  r e p o r t  w i t h  t h e  s t a t e  a n d  a s  a  r e s u l t

HAS COST T H E IR  EMPLOYER A HUGE SUM OF MONEY, UP TO $ 2 5 0 0 ,  AND MUST BRING T H IS  

TO THE ATTENTION OF THE IR  EMPLOYER AMD SUFFER THE CONSEQUENCES* I HAVE HAD 

EMPLOYEES COME TO ME IN  TEARS, OFFER THE IR  RES IGNATIONS , OFFER TO PAY THE 

PENALTY, ETC * , WHICH OF COURSE WE WOULD NEVER CONSIDER DO ING , BUT I TH iNK THAT 

TH IS  IS  CRUEL, INHUMAN, UNNECESSARY AND UNREALISTIC* I CANNOT BEL IEVE  THAT 

THE BUREAUCRACY HAS INST ITUTED  SUCH AN INCREDIBLE MISCARRIAGE OF JUSTICE*

I n  t h e  l a s t  f e w  y e a r s  many s i t u a t i o n s  h a v e  a r i s e n  i n  t h e  W o r k e r s '  C o m p e n s a t io n  

D i v i s i o n  w h i c h  h a v e  d i s t r e s s e d  me g r e a t l y *  I h a v e  b e e n  i n v o l v e d  w i t h  w o r k e r s '

COMPENSATION INSURANCE IN  ALASKA FOR MANY, MANY YEARS AND I MUST SAY THAT I 

HAVE NEVER SEEN THE MORALE IN  OUR INDUSTRY AT THE LOW POINT IT  HAS REACHED TO­

DAY*

I WOULD GREATLY APPRECIATE YOUR CONSIDERATION OF T H IS  ISSUE AND YOUR EFFORTS 

TO ARR IVE  AT A F A IR  AND EQUITABLE SOLUTION TO THE PROBLEM*

Ve r y  t r u l y  y o u r s ,

SCOTT WETZEL S E R V I C E S ,  INC

Rejmee Mu r r a y  

Al a s k a  Ma n a g e

RM/vp

enc* Sec* 2 3 * 3 0 * 1 5 5 ( c ) A i . a s k a  W o r k e r s '  Comp* A c t



S c o t t  W e t z e l  S  r v t c e s  I n c o r p o r a t e d
An Alliiiaieot Tne Hom eG'oup Inc 

741 Sesame Street • Suite 1A • Anchorage, Alaska 99503 

Phone: (907)561-1725

F e b r u a r y  8 ,  1983

The  H o n o r a b l e  R i c h a r d  I -  E l i a s o n  

C h a i r m a n ,  L a b o r  & Commerce C o m m it te e  

A l a s k a  S t a t e  S e n a t e  

S t a t e  o f  A l a s k a  

P ouch  V
J u n e a u ,  AK 9 9 8 1 1

RE: A l a s k a  W o r k e r s '  C o m p e n s a t io n  A c t  

S e c t i o n  2 3 . 3 0 . 1 5 3 ( c )

De a r  S i r :

I WOULD L IK E  TO CALL YOUR ATTENTION TO SECTION 2 3 . 3 0 . 1 5 5 ( c )  OF THE ALASKA 

W o r k e r s '  C o m p e n s a t io n  A c t  w h i c h  r e f e r s  t o  t h e  e x c e s s i v e  p e n a l t i e s  w h ic h  a r e

BEING ROUTINELY ASSESSED AGAINST SELF"INSURED EMPLOYERS AND INSURANCE CARRIERS 

IN  T H IS  STATE FOR FA ILURE TO F IL E  REPORTS W ITH THE WORKERS' COMPENSATION

D i v i s i o n  w i t h i n  a  1 9  day  t im e  p e r i o d .

F i r s t  o f  a l l ,  I c a l l  y o u r  a t t e n t i o n  t o  t h e  f a c t  t h a t  t h e  p e n a l t y  i s  $100 f o r

THE F IR S T  DAY THAT THE REPORT IS  LATE AND $25 PER DAY THEREAFTER TO A MAXIMUM 

OF $2500 AND THE REC IP IENT  OF THESE PENALTIES IS  THE STATE OF ALASKA-

Se c o n d l y ,  t h e s e  p e n a l t i e s  i n  no  w a y ,  e i t h e r  d i r e c t l y  or  i n d i r e c t l y ,  i n u r e  to

THE BENEFIT  OF THE INJURED WORKER AND DO NOT AFFECT H IS  CASE ONE WAY OR THE

o t h e r .  Th e s e  r e p o r t s  a r e  f i l e d  w i t h  t h e  Al a s k a  De p a r t m e n t  of  Wo r k e r s ' 

Co m p e n s a t io n  s o l e l y  fo r  t h e  p u r p o s e  of  p r o v i d i n g  t h e m  w i t h  s t a t i s t i c a l

INFORMATION AND TO KEEP THEM CURRENTLY ADVISED ON THE ACTIONS AND STATUS OF

t h e  W o r k e r s '  C o m p e n s a t io n  c l a i m s .  I am i n  a g r e e m e n t  t h a t  t h e  B o a rd  n e e d s  t h i s

INFORMATION AND I HAVE NO QUARREL WITH THAT, HOWEVER, I AM IN  COMPLETE 

DISAGREEMENT THAT WE SHOULD BE SUBJECT TO HUGE F IN ES  FOR F A IL IN G  TO F IL E  A 

REPORT W IT H IN  A T IME FRAME WHICH IS  BOTH UNREALIST IC  AND UNNECESSARY-

T h e s e  p e n a l t i e s  a r e  a  d i r e c t  c o s t  to  t h e  e m p l o y e r  a n d /or  t h e  in s u r a n c e  c a r r i e r

WHICH ARE REFLECTED IN  THE IR  COST OF DOING BUSINESS , TH IS  COST IS  EVENTUALLY 

PASSED ON TO THE GENERAL PUBLIC AND CONSUMERS, OF COURSE, AND NO ONE BENEFITS

b u t  t h e  St a t e  o f  Al a s k a -

Th e  PORTION OF TH IS  LAW THAT SERIOUSLY CONCERNS ME IS  THAT THERE IS  ABSOLUTELY 

NO ALLOWANCE FOR HUMAN ERROR AND THE LAST IN D IV ID U A L  WHO WAS NOT SUBJECT TO 

HUMAN ERROR ALSO WALKED ON WATER-

I WOULD L IK E  TO G IVE YOU A COUPLE OF EXAMPLES THAT HAVE OCCURRED IN  OIIR OFF ICE 

TO SHOW YOU HOW RIDICULOUS TH IS  ENTIRE S ITUATION HAS RECOME*



The Honorable Wa l t e r  F urnace
Page Two
F ebruary  8 , 1985

We r e c e i v e d  a  m in o r  c l a i m  on  a n  e m p lo y e e  who l o s t  o n e  d a y  o f  t im e  a n d  H IS  COM­

PENSATION RATE WAS BASED ON THE MINIMUM COMP. RATE AND H IS  TOTAL COMPENSATION 

PAYMENT FOR THE ONE DAY WAS $9*29. He WAS PAID IN  A PROMPT AND TIMELY 

MANNER- THE CLAIMS EXAMINER PA ID  THE OUTSTANDING SMALL MEDICAL R IL L  AND 

CLOSED THE F I L E ,  F A IL IN G  THROUGH HUMAN ERROR TO F IL E  THE REQUIRED TERMINATION 

REPORT REQUIRED BY THE STATE WORKERS* COMPENSATION D IV IS IO N -  VERY FORTUNATELY 

FOR US , A WEEK OR TWO LATER ANOTHER SMALL MEDICAL B IL L  CAME INTO OUR OFFICE 

WHICH CAUSED US TO P U lL  T H t S F IL E  FROM OUR CLOSED F IL E S  AND AT THAT POINT IT

WAS NOTICED THAT WE HAD FA ILED  TO F IL E  THE TERMINATION REPORT AND THE REPORT

WAS SUBSEQUENTLY F IL E D  AND AS A RESULT WE RECEIVED A PENALTY OF $200 OR $300-
Ha d  i t  n o t  b e e n  f o r  t h e  f a c t  t h a t  a n o t h e r  m e d i c a l  r i l l  ca m e  i n t o  o u r  o f f i c e

AND BROUGHT T H IS  F IL E  TO OUR ATTENTION, OUR F IR S T  NOTICE THAT WE HAD FA ILED  TO

F IL E  A F INAL  REPORT WOULD HVE BEEN A LETTER FROM THE STATE D IV IS IO N  OF

W o r k e r s '  C o m p e n s a t io n  a s s e s s i n g  u s  a  $2500 p e n a l t y  f o r  a  c l a im  t h a t  i n v o l v e d  

$9-29 TO THE WORKMAN WHICH WAS PAID TO H IM  IN  A T IMELY FASHION- No ONE WAS 

HURT OR DAMAGED IN ANY MANNER- I n  OTHER WORDS, I  WOULD L IK E  TO KNOW HOW THE 

PUNISHMENT F IT S  THE CRIME-

We HAVE AN EVEN MORE BLATANT RECENT CASE WHEREIN THE INJURED WORKER WAS OVER­

PA ID  ON H IS  COMPENSATION CLAIM BECAUSE HE HAD RETURNED TO WORK SEVERAL DAYS 

BEFORE WE WERE NO T IF IED- As A RESULT OF T H IS ,  THE CLAIMS EXAMINER WROTE HIM A 

LETTER ASKING FOR REIMBURSEMENT OF THE OVERPAYMENT AND SHE FA ILED  TO F IL E  A 

REPORT WITH ThE STATE ADV IS ING  THEM THAT THE RENEFITS WERE TERMINATED AND THAT 

THE CLAIM HAD BEEN OVERPAID- So NOW WE ARE FACED W ITH NOT ONLY HAVING OVER­

PA ID  THE WORKER BUT PAYING A RATHER LARGE PENALTY TO THE STATE IN  AD D IT IO N , 

AND AGAIN ON A CLAIM WHERE ABSOLUTELY NOBODY WAS DAMAGED IN ANY WAY BY OIIR 

FA ILURE TO F IL E  THE REPORT-

YOU W ILL  NOTE THAT THE LAW STATES, " I f  THE EMPLOYEE FA ILS  TO NOTIFY THE BOARD 

W IT H IN  19  DAYS, THE BOARD SHALL ASSESS AGAINST THE EMPLOYER A C IV IL  PFNALTY OF 

$100 PLUS $25 FOR EACH DAY IN  EXCESS OF 19  DAYS "

I HAVE RECEIVED INFORMATION RECENTLY FROM VARIOUS PEOPLE WHO WERE INVOLVED IN  

THE FORMATION OF TH IS  LAW, AND IN  FACT EVEN ONE ATTORNEY WHO WAS INSTRUMENTAL 

IN  DRAFTING TH IS  LEG ISLAT IO N , AND IT  WAS THE IR  OPIN ION THAT TH IS  PENALTY WOULD 

NOT BE ROUTINELY ASSESSED RUT WOULD BE USED ONLY IN  CASES OF W ILFULL AND CON­

TINUAL VIOLATIONS OF THE REPORTING REOUIREMENTS- TH IS  IS CERTAINLY NOT THE 

CASE, NOR CAN IT  BE , BECAUSE THE LAW CLEARLY STATES, "SHALL ASSESS" AND DOES 

NOT SAY "MAY ASSESS IN  CASES OF W ILFULL AND WANTON NEGLECT," OR WORDS TO THAT 

EFFECT-

1 WOULD AGAIN L IK E  TO REITERATE THAT WE hAVE NO OBJECTION TO F IL IN G  THESE RE­

PORTS AND, IN  FACT, WE HAVE ALWAYS F IL E D  ALL REPORTS WHICH ARE REQUIRED BY THE

Wo r k e r s ' Co m p e n s a t io n  Bo a r d  a n d  w e  w i l l  c o n t in u e  t o  do  so  w i t h  or  w it h o u t  t h e

THREAT OF ANY PENALTY- We COMPLY WITH THE LAW AS FULLY AS WE POSSIBLY CAN IN 

ALL S ITUAT IO NS , BUT BELIEVE IT  OR NOT, WE ARE SUBJECT TO AN OCCASIONAL HUMAN 

ERROR- I CANNOT BEGIN TO TELL YOU THE EFFECT THAT TH IS  DISCRIMINATORY PENALTY 

PROVISION HAS HAD ON THE MORALE OF THE EMPLOYEES IN  NOT ONLY MY OFFICE PUT 

THROUGHOUT UUR INDUSTRY-



T h e  Ho n o r a b l e  Wa l t e r  F u r n a c e

Pa g e  Th r e e

F e b r u a r y  8, 1983

P i c t u r e ,  i f  y o u  w i l l ,  a  c l e r i c a l  e m p l o y e e  w ho  t h r o u g h  a  r a t h e r  i n s i g n i f i c a n t

ERROR ON THE IR  PART HAS FA ILED  TO F IL E  A REPORT W ITH THE STATE AND AS A RESULT 

HAS COST THE IR  EMPLOYER A HUGE SUM OF MONEY, UP TO $ 2 9 0 0 ,  AND MUST BRING TH IS  

TO THE ATTENTION OF THEIR  EMPLOYER AND SUFFER THE CONSEQUENCES* I HAVE HAD 

EMPLOYEES COME TO ME IN  TEARS, OFFER THE IR  RESIGNATIONS, OFFER TO PAY THE 

PENALTY, ETC* , WHICH OF COURSE WE WOULD NEVER CONSIDER DOING, BUT I THINK THAT 

TH IS  IS  CRUEL, INHUMAN, UNNECESSARY AND UNREALISTIC* I CANNOT BELIEVE THAT 

THE BUREAUCRACY HAS INSTITUTED SUCH AN INCREDIBLE MISCARRIAGE OF JUSTICE*

I n  t h e  l a s t  few  y e a r s  many s i t u a t i o n s  h a v e  a r i s e n  i n  t h e  W o r k e r s '  C o m p e n s a t io n  

D i v i s i o n  w h ic h  h a v e  d i s t r e s s e d  me g r e a t l y *  I ha v e  been  i n v o l v e d  w i t h  w o r k e r s '  

c o m p e n s a t i o n  i n s u r a n c e  i n  A l a s k a  f o r  m a n y ,  many y e a r s  a n d  I m ust  s a y  t h a t  I
HAVE NEVER SEEN THE MORALE IN  OUR INDUSTRY AT THE LOW POINT IT  HAS REACHED TO­

DAY*

1 WOULD GREATLY APPRECIATE YOUR CONSIDERATION OF TH IS ISSUE AND YOIIR EFFORTS 

TO ARRIVE AT A FA IR  AND EQUITABLE SOLUTION TO THE PROBLEM*

Ve r y  t r u l y  y o ij r s ,

SCOTT WETZEL S E R V IC E S ,  INC*

R£n e e  Mu r r a y  (

Al a s k a  Ma n a g e r

RM/vp

enc* Sec* 2 3 * 3 0 * 1 3 b ( c )  A l a s k a  W o r k e r s '  Comp* A c t



Alaska State Legm;attire
Senate

O f f i c i a l  B u s i n e s s P o u c h  V  
S t a t e  C a p i b l  

J u n e a u ,  A l a s k a  9 9 8 1 1

P r o p o s e d  A m e n d m e n t :  P a g e  10, L i n e  10, a d d  t h e  f o l l o w i n g :

A S  2 3 . 3 0 . 1 5 5  (c) U p o n  m a k i n g  t h e  f i r s t  p a y m e n t ,  a n d  u p o n  a n  i n c r e a s e ,  

r e d u c t i o n ,  d e t e r m i n a t i o n ,  s u s p e n s i o n ,  r e s u m p t i o n ,  or  

a c h a n g e  i n  r a t e  o r  t y p e  o f  c o m p e n s a t i o n  p a i d ,  t h e  e m­

p l o y e r  s h a l l  n o t i f y  t h e  b o a r d  w i t h i n  14 d a y s ,  o n  a f o r m  

p r e s c r i b e d  b y  t h e  b o a r d ,  t h a t  p a y m e n t  o f  c o m p e n s a t i o n  

h a s  b e g u n  o r  h a s  b e e n  i n c r e a s e d ,  r e d u c e d ,  t e r m i n a t e d ,  

r e s u m e d ,  c h a n g e d ,  o r  s u s p e n d e d ,  as t h e  c a s e  m a y  be. If 

t h e  e m p l o y e r  f a i l s  t o  n o t i f y  t h e  b o a r d  w i t h i n  14 d a y s ,  

t h e  b o a r d  s h a l l  a s s e s s  a g a i n s t  t h e  e m p l o y e r  a l a t e  p e n­

al t y  o f  $ 1 0 0  p l u s  $10 [$25] for e a c h  d a y  i n  e x c e s s  of 

14 d a y s  t h a t  t h e  e m p l o y e r  f a i l s  to g i v e  n o t i c e .  T o t a l  

p e n a l t i e s  u n d e r  t h i s  s e c t i o n  m a y  n o t  e x c e e d  $ 1 , 0 0 0  

[$2,500] for e a c h  f a i l u r e  to  f i l e  a r e q u i r e d  r e p o r t .

R e n u m b e r  o t h e r  s e c t i o n s  a c c o r d i n g l y .



S I G N - I N  S H E E T P r o p o s e d  L e g i s l a t i o n

N a m e  ( p l e a s e  print) A d d r e s s R e p r e s e n t i n g
T e s t i f y ? ?  
(YES o r  NO)
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S c o t t  W e t z e l  S e r v i c e s  I n c o r p o r a t e d
An Affiiiaip The Home G'ouo Inc

741 Sesame Sheet • Suite 1A • Anchorage. Alaska 99503 

Phone:(907)561-1725

F e b r u a r y  8 ,  1 9 8 3

J. P a u l  H o u s e ^ A w i i n i s t r a t o r
S e c o n d  I n j u ^ t T u n d
Wo r k e r s ' C o m p e n s a t i o n  D i v i s i o n
S t a t e  o f  A l a s k a
P - U J o x  1 149

Juneau, AK 99811
D e a r  P a u l :

f'lARION iSERRY HAS REFERRED TO ME YOUR MEMO OF 2 / 2 / 8 3  REFERENCE A LATE REPORT 

PENALTY ON STEVE SCHOONMAKER AND THE LETTER ATTACHED ASSESSING A $ 1 , 5 7 5  LATE 

REPORT PENALTY-

NARION IS  VERY UPSET THAT YOU ARE QUESTIONING HER HONESTY AND INTEGRITY AND 

RIGHTFULLY SO- No ONE IN  OUR OFFICE IS GOING TO L IE  TO YOU AND WE STRONGLY 

OBJECT TO BEING ASKED TO PROVIDE AN A F F ID A V IT  ON TH IS OR ANY OTHER CLAIM-

lN  TH IS  PARTICULAR CASE, THERE IS A VERY SIMPLE EXPLANATION IN  THAT TWO F ILES  

HAVE BEEN SET UP IN  YOUR O FF IC E , ONE UNDER F IL E  NUMBER 222819~SCHOONMAKER AND 

A SECOND F IL E  NUMBER 226313"ShOONMAKER- We  FEEL CERTAIN THAT IF  YOU CHECK 

BOTH F ILE S  YOU W IL L  F IN D  THE ELUSIVE REPORT WHICH W ILL  PROVE TO YOU THAT WE 

D ID  IN  FACT F IL E  IT  ON 1 1 / 4 / 8 2  AS INDICATED-

W h a t  t h i s  w h o l e  s i t u a t i o n  d o e s  i l l u s t r a t e  q u i t e  p o i n t e d l y  i s  h o w  r i d i c u l o u s
AND UNFAIR TH IS  PENALTY S ITUAT ION IS IN  THAT WE COULD HAVE BEEN ASSESSED A 

$ 1 , 5 / 5  PENALTY FOR A SIMPLE M ISSPELLING OF A UAME-

I AM CONTINUING IN MY EFFORTS TO DO EVERYTHING POSSIBLE TO OBTAIN THE REPEAL

o f  S e c t i o n  2 3 - 3 U - 1 5 5 ( c )  o f  t h e  A l a s k a  Wo r k e r s ' C o m p e n s a t i o n  A c t ,  i n c l u d i n g
CONTACT W ITH GOVERNOR SHEFF IELD  AND FOR YOUR INFORMATION I'M ATTACHING HERETO 

A COPY OF A LETTER WHICH 1 AM CIRCULATING TO THE LEGISLATORS AND WHICH OUT­

LINES  MY POSIT ION AND ORJECTION TO TH IS  VERY UNFAIR AND DISCRIMINATORY 

PENALTY*

1 HANK YOU FOR CALLING T H IS  CASE TO MY ATTENTION BECAUSE IT CERTAINLY D ID  ADD 

FURTHER CREDENCE TO MY ARGUMENT-

S i n c e r e l y

SC 01T  WLT2LL S b K V IC E S ,  INC-

R e n e e  M u r r a y  
A l a s k a  M a n a g e r

KM/vp
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S T A T E  O c  A L A S K A
d e p a r t m e n t  l a b o r  

WORKUPS C O M P E N S A T IO N  D I V I S I O N

P . O .  B O X  1 1 4 9
J U N E A U  AL A SK  A 9 9 0 1  1

( T O  7 ) 4 6 5  ? 7 9 0 D A T E  J  1 /  3 1 / 8 3

S C O T T  W E T Z E L  S E R V I C . F S  
7 4 !  S E S A M E  S T  S U I T E  1 A
ANCHOR AGP A K  9 9 5 0 3

D E A R  I N S U R E R :

AS ? 3 . 3 0 . 1 5 5 ( r i  R E Q U I R E S  YOU TO N O T I F Y  T H F  BOARD W I T H I N  1 4  DAYS A F T E R  

M A K I N G  E T R S T  P A Y M E N T  OR I N C R E A S I N G ,  R E D U C I N G ,  T E R M I N A T I N G ,  S U S P E N D I N G ,  

R E S U M I N G  OR C H A N G I N G  C O M P E N S A T I O N  R A T E S  OR T Y P E S .

YO'JR C O M P E N S A T I O N  R EP ORT  F n p  t h e  C A S F  C A P T I O N E n  RFLOW R E G A R D I N G  P A Y M E N T  

MADE  1 1 / 0 4 / 0 ? ,  WAS 6 0  DA YS  O V F R D U E .  A C C O R D I N G L Y ,  f l , 5 7 5  
L A T E  PFPOP.T P F N A L T Y  I S  D U E .  P L E AS E  SFND  YOUR C H EC K  I N  T H A T  AMOUNT TO 

T H E  SFCOMO I N J U R Y  F U N D ,  P . O .  BOX 1 1 4 0 ,  J U N E A U ,  AK 9 9 0  I I  .

E M P L O v E E :  S C  M O O N M A K E 0 ,  S T E V E
P O BOY 6R6

K 0 0 1 A K AK 9 9 6 1 5
E M P L O Y E R A L A S K A ,  STATF  OF ( F f . G I

o e p t  o f  f i s h  a n d  g a m e
P . O .  B O X  6 0 6  •'

I N J U R Y  D A T E :  

A W C B  C AS E  N O :

R F E YDUR C L A I M

K O H I  AK 

10/15/9° 
? ?  ? 0  19  

? 6 7

AK 9 9 6 1 5

SEC O ND  I N J U R Y  FUND

F3° M N O .  6 1 0 4 R
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Chapter 3

A  b a s i c  o b j e c t i v e  o f  a  m o d e m  w o r k m e n ’ s 
c o m p e n s a t i o n  p r o g r a m  i s  t o  p r o v i d e  p r o t e c t i o n  
t o  w o r k e r s  a g a i n s t  l o s s  o f  i n c o m e  f r o m  w o r k -  
r e l a t e d  i n j u r i e s  a n d  d i s e a s e s .  T o  a c h i e v e  t h i s  
g o a l ,  t h e  p r o g r a m  m u s t  c a r e f u l l y  w e i g h  t h e  
w o r k e r ’ s  i n t e r e s t  i n  s u b s t a n t i a l  i n c o m e  b e n e f i t s  
a g a i n s t  f a c t o r s  s u c h  a s  t h e  l o s s  o f  i n c e n t i v e  f o r  
r e h a b i l i t a t i o n ,  w h i c h  s o m e  b e l i e v e  m a y  o c c u r  i f  
i n c o m e  b e n e f i t s  a r e  t o o  h i g h .

A  p e r f e c t  b a l a n c e  o f  t h e s e  c o n t e n d i n g  
i n t e r e s t s  c a n  n o t  b e  r e a c h e d  b y  a  s c i e n t i f i c  
f o r m u l a  o r  a n y  o t h e r  m e a n s .  I t  i s  p o s s i b l e ,  
h o w e v e r ,  t o  d e v e l o p  g e n e r a l  g u i d e l i n e s  f o r  i n ­
c o m e  b e n e f i t s ,  a n d  m u c h  o f  t h i s  c h a p t e r  is  
d e v o t e d  t o  t h a t  t a s k .  T h e s e  g u i d e l i n e s  a r e  u s e d ,  
t o g e t h e r  w i t h  r e c o m m e n d a t i o n s  a d v a n c e d  e a r l i e r  
b y  o t h e r  o r g a n i z a t i o n s ,  t o  e v a l u a t e  t h e  c a s l i  
b e n e f i t s  i n  c u r r e n t  w o r k m e n ’ s c o m p e n s a t i o n  
p r o g r a m s .

W e  a r e  a s k e d  b y  t h e  O c c u p a t i o n a l  S a f e t y

a n d  H e a l t h  A c t  o f  1 9 7 0  t o  e v a l u a t e  s e v e r a l  
a s p e c t s  o f  S t a t e  w o r k m e n ’ s c o m p e n s a t i o n  l a w s ,  
i n c l u d i n g  t h e  a m o u n t  a n d  d u r a t i o n  o f  p e r m ­
a n e n t  a n d  t e m p o r a r y  d i s a b i l i t y  b e n e f i t s ,  w i t h  
r e s p e c t  t o  t h e i r  a d e q u a c y  a n d  e q u i t y .  A l t h o u g h  
w o r k m e n ’ s  c o m p e n s a t i o n  h a s  m a n y  s t r e n g t h s ,  a s  
t h i s  r e p o r t  w i l l  e l a b o r a t e ,  s u r e l y  t h e  c u r r e n t  l e v e l  
o f  b e n e f i t s  i s  n o t  a m o n g  t h e m .  E x c e p t  i n  a  f e w  
S t a t e s ,  w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  a r e  
n o t  a d e q u a t e .  M o r e o v e r ,  t h e  a d e q u a c y  o f  c a s h  
b e n e f i t s  i n  o n l y  a  f e w  S t a t e s  e m p h a s i z e s  t h e  
i n e q u i t i e s  w h e n  c o m p a r i s o n s  a r e  m a d e  a m o n g  
S t a t e s .  I n e q u i t i e s  a l s o  o c c u r  w i t h i n  S t a t e s .  I n  
s o m e ,  w o r k e r s  w i t h  m i n o r  i m p a i r m e n t s  r e c e i v e  
r e l a t i v e l y  m o r e  g e n e r o u s  b e n e f i t s  t h a n  w o r k e r s  
w i t h  s e r i o u s  i m p a i r m e n t s .

P r o g r e s s  i n  r e c e n t  y e a r s  i n  r a i s i n g  b e n e f i t  
l e v e l s  p r o v i d e s  e n c o u r a g i n g  e v i d e n c e  o f  i n c r e a s e d  
i n t e r e s t  b y  t h e  S t a t e s  i n  i m p r o v i n g  w o r k m e n ’ s 
c o m p e n s a t i o n .  N o n e t h e l e s s ,  e v e n  t h e  r e c e n t
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i m p r o v e m e n t s  l e a v e  m a n y  S t a t e s  w i t h  i n a d e ­
q u a t e  b e n e f i t s ,  a s  t h i s  c h a p t e r  w i l l  d e m o n s t r a t e .

A .  G E N E R A L  I S S U E S  C O N C E R N I N G  
I N C O M E  B E N E F I T S

S e v e r a l  g e n e r a l  i s s u e s  m u s t  b e  d i s c u s s e d  
b e f o r e  t h e  s p e c i f i c  c a t e g o r i e s  o f  b e n e f i t s —  
t e m p o r a r y  t o t a l ,  p e r m a n e n t  t o t a l ,  p e r m a n e n t  
p a r t i a l ,  a n d  d e a t h - c a n  b e  e v a l u a t e d .

T w o  T y p e s  o f  B e n e f i t s  *

A s  i n d i c a t e d  i n  C h a p t e r  2 ,  a  w o r k e r  m u s t  
m e e t  t h r e e  t e s t s  b e f o r e  h e  i s  p o t e n t i a l l y  e l i g i b l e  
f o r  i n c o m e  b e n e f i t s .  T h e  w o r k e r  m u s t  ( 1 )  e x ­
p e r i e n c e  a n  i m p a i r m e n t  ( 2 )  c a u s e d  b y  a n  i n j u r y  
o r  d i s e a s e  ( 3 )  t h a t  i s  w o r k - r e l a t e d .  I f  t h e s e  t e s t s  
a r e  m e t ,  t h e n  t w o  t y p e s  o f  w o r k m e n ’ s  c o m p e n ­
s a t i o n  c a s h  b e n e f i t s  a r e  p o s s i b l e :

i .  I m p a i r m e n t  benefits a r e  p a i d  t o  a  
w o r k e r  w i t h  a n  i m p a i r m e n t  c a u s e d  b y  
a  w o r k - r e l a t e d  i n j u r y  o r  d i s e a s e ,  a n d

i i .  D i s a b i l i t y  b e n e f i t s  a r e  p a i d  w h e n  a n  
e m p l o y e e  h a s  i m p a i r m e n t  a n i l  w a g e  
l o s s ,  b o t h  d u e  t o  a  w o r k - r e l a t e d  i n j u r y  
o r  d i s e a s e .

I m p a i r m e n t  b e n e f i t s  a r e  p a i d  w T i e t h e r  o r  
n o t  t h e  w o r k e r  e x p e r i e n c e s  a  w a g e  l o s s .  D i s a b i l ­
i t y  b e n e f i t s  a r e  p a i d  o n l y  i f  t h e  w o r k e r  h a s  a n  
a c t u a l  o r  p o t e n t i a l  w a g e  l o s s  d u e  t o  a  w o r k -  
r e l a t e d  i m p a i r m e n t .

T h e  e x a c t  c i r c u m s t a n c e s  g o v e r n i n g  p a y ­
m e n t  o f  i m p a i r m e n t  b e n e f i t s  a n d  d i s a b i l i t y  
b e n e f i t s  i n  t h e  p r e s e n t  w o r k m e n ’ s c o m p e n s a t i o n  
p r o g r a m  a r e  d e s c r i b e d  i n  l a t e r  s e c t i o n s .  I n  
g e n e r a l ,  t e m p o r a r y  t o t a l ,  p e r m a n e n t  t o t a l ,  a n d  
d e a t h  b e n e f i t s  r e q u i r e  d i s a b i l i t y .  I m p a i r m e n t  
b e n e f i t s  a r e  p r e s e n t l y  o f  i m p o r t a n c e  o n l y  a s  a  
b a s i s  f o r  p e r m a n e n t  p a r t i a l  b e n e f i t s  a l t h o u g h ,  
e v e n  f o r  t h i s  c l a s s  o f  b e n e f i t s ,  d i s a b i l i t y  i s  t h e  
p r i m a r y  b a s i s  f o r  a w a r d s .

O u r  r e c o m m e n d a t i o n s  f o r  t e m p o r a r y  
t o t a l ,  p e r m a n e n t  t o t a l ,  a n d  d e a t h  b e n e f i t s  
a s s u m e  d i s a b i l i t y ,  a n d  w e  b e l i e v e  t h a t  d i s a b i l i t y  
s h o u l d  b e  t h e  p r i m a r y  b a s i s  f o r  p e r m a n e n t  
p a r t i a l  b e n e f i t s .

T h e  P r o p e r  A p p r o a c h  f o r  D e t e r m i n i n g  (  
D i s a b i l i t y  B e n e f i t s

A  n u m b e r  o f  i s s u e s  m u s t  b e  r e s o l v e d  i n  
t h e  d e s i g n  o f  a  w o r k m e n ’ s  c o m p e n s a t i o n  d i s ­
a b i l i t y  b e n e f i t  s c h e d u l e .  W h a t  i s  t h e  p r o p e r  
m e a s u r e  o f  t h e  w o r k e r ’ s  e c o n o m i c  l o s s  r e s u l t i n g  
f r o m  a  w o r k - r e l a t e d  i m p a i r m e n t ?  S h a l l  o n l y  
w a g e s  b e  c o n s i d e r e d ,  o r  s h o u l d  f r i n g e  b e n e f i t s  b e  
a d d e d ?  S h o u l d  c o n s i d e r a t i o n  b e  g i v e n  t o  t h e  
i m p a c t  o f  i n c o m e  t a x e s ?  A n d  w h a t  p r o p o r t i o n  
o f  e c o n o m i c  l o s s  s h o u l d  b e  c o m p e n s a t e d ?

R e m u n e r a t i o n  o r  e a r n i n g s ?  T h e  v a l u e  o f  a  
j o b  t o  a  w o r k e r  c a n n o t  b e  m e a s u r e d  s i m p l y  b y  
h i s  w a g e  o r  s a l a r y .  T a b l e  3 . 1  d o c u m e n t s  t h e  
g r o w i n g  i m p o r t a n c e  o f  s u p p l e m e n t s  r e l a t i v e  t o  
e a r n i n g s  i n  t h e  e m p l o y e e ’ s t o t a l  r e m u n e r a t i o n .  
E a m i n g s  a r e  d e f i n e d  i n  t h i s  t a b l e  t o  i n c l u d e  
b a s i c  w a g e s  a n d  s a l a r i e s  p j u s  i r r e g u l a r  w a g e  
p a y m e n t s  ( e . g . ,  p a y m e n t s  f o r  o v e r t i m e )  p l u s  p a y  
f o r  l e a v e  t i m e .  E v e n  w i t h  t h i s  i n c l u s i v e  d e f i n i ­
t i o n  o f  e a m i n g s ,  r e m u n e r a t i o n  a s  a  p e r c e n t a g e  o f  
e a m i n g s  h a s  i n c r e a s e d  f r o m  1 0 4 . 2  p e r c e n t  i n  
1 9 4 6  t o  1 1  1 . 4  p e r c e n t  i n  1 9 7 0 .

T h e  s t a t u s  o f  s u p p l e m e n t s  s u b s e q u e n t  t o  a  
w o r k e r ’ s i n j u r y  o r  d i s e a s e  v a r i e s  w i t h  c i r c j f  
s t a n c e s .  S o m e  e m p l o y e r s  c o n t i n u e  p a y m e n t s  o n  
b e h a l f  o f  t h e i r  i n j u r e d  w o r k e r s  f o r  s u c h  p r o ­
g r a m s  a s  h e a l t h  i n s u r a n c e ,  l i f e  i n s u r a n c e ,  a r i d  
p e n s i o n s .  M o r e o v e r ,  s o m e  w o r k e r s  i n j u r e d  o n  
t h e  j o b  m a y  b e  e l i g i b l e  f o r  b e n e f i t s  u n d e r  
s u p p l e m e n t a r y  p r o g r a m s ,  s u c h  a s  t h e  d i s a b i l i t y  
r e t i r e m e n t  o p t i o n  i n  a  p e n s i o n  p l a n .  H o w e v e r ,  a  
d i s a b l e d  w o r k e r  m a y  l o s e  s o m e  s u p p l e m e n t s ,  
p a r t i c u l a r l y  i f  h e  i s  o u t  o f  t h e  j o b  f o r  a n  
e x t e n d e d  p e r i o d .  B e c a u s e  w o r k m e n ’ s  c o m p e n s a ­
t i o n  b e n e f i t s  u s u a l l y  a r c  t i e d  s o l e l y  t o  e a r n i n g s ,  
t h e  p r o g r a m  is  i n c r e a s i n g l y  d e f i c i e n t  i n  t h e  
p r o t e c t i o n  p r o v i d e d  t o  t h e  r e m u n e r a t i o n  o f  
A m e r i c a n  w o r k e r s .

T o t a l  o r  n e t  r e m u n e r a t i o n ?  W h i l e  w o r k ­
m e n ’ s c o m p e n s a t i o n  s h o u l d  p r o t e c t  r c m u n c / a -  
t i o n  ( e a m i n g s  p l u s  s u p p l e m e n t s ) ,  i t  i s  n e t  r e ­
m u n e r a t i o n ,  n o t  t o t a l  r e m u n e r a t i o n  t h a t  i s  t h e  
r e l e v a n t  b a s i s  f o r  w o r k m e n ’ s  c o m p e n s a t i o n  
b e n e f i t s .  N e t  r e m u n e r a t i o n  t a k e s  a c c o u n t  v . f  
p a y r o l l  t a x e s  a n d  j o b - r e l a t e d  e x p e n s e s  i n c u r r e d  
b y  a  w o r k e r .

T a b l e  3 . 2  i n d i c a t e s  h o w  t a x e s  t a k e  a n  
i n c r e a s i n g  s h a r e  o f  e a m i n g s .  I n  1 9 4 6 ,  g r o s s  
a v e r a g e  w e e k l y  e a m i n g s  w e r e  S 4 6 . 6 9 ,  a n d : '  • 
m o s t  9 8  p e r c e n t  o f  t h i s  i n c o m e  w a s  s p e n d a o i e .



earnings in all private industries,

Remuneration per fuli-tima employee 

Earnings per full-time employee 

Remuneration as a percentage of earnings

$1352

$1291

104.7

2450

2360

104.2 111.4

TABLE  3 .1 .  Relationship o f  average annual total remuneration to  average annual 
1 94 0 -70

S ou rc e . C a lcu la ted  f ro m  da ta  in  T ab le s  6 . 1 , 6 . 4 ,  and 6 .5  o f  U .S . D epa rtm en t o f  C om m erce , The National Income and Product Accounts 
o f  the United States. 1929 -1965 Statistical Tables: Survey o f  Current Business, J u ly  1 9 7 0  and Ju ly  1 9 7 1 .

In  th is  R e p o r t , '• rem un e ra t io n "  is used in  p lace o f  " c om p en sa t io n ,"  as th a t te rm  is d e fin ed  in the above pub lica tion s . "E am in g s "  and 
"W ages and  S a la r ie s "  are  e q u iv a le n t. T h e  d e fin ition s  in  the D epa rtm en t o f  C om m erce  p ub lic a tion  a rc :

Compensation o f  employees is the in com e  accruing to  persons in  an em ppv 'ee  s ta tu s as rem une ra tion  fo r  the ir w o rk . I t  is the sum 
o f  wages and sa laries and  supp lem en ts t o  wages and salaries.

Wages and salaries consists o f  the m on e ta ry  rem une ra tion  o f  em p b y e e s , inc lus ive o f  execu tives' com pensation , com m issions , tips, 
and  bonuses , and  o f  p aym en ts in  k in d  which represen t in com e to  the rec ip ien ts .

Supplements to wages and salaries consists o f  em p lo y e r c o n tr ib u tio n s  f o r  s o d a l in su rance and o f  o th e r la b o r incom e. E m p lo y e r  
c o n tr ib u tio n s  f o r  soc ia l in su rance com nrises em p lo y e r p aym en ts under the soc ia l secu rity , F ede ra l and S ta te  unem p loym en t 
in su ran ce , ra ilro ad  re tirem en t and  unem p loym en t in su rance, g ove rnm en t re tirem en t and a few  o th e r m in o r social insui ice p rog ram s. 
O th e r la b o r  in com e  com prises e m p lo y e r  con tr ib u tion s  to  p riva te p en s ion , h e a lth , u n em p lo ym en t , and w e lfa re  fu n d s ; com pensation  
f o r  in ju r ie s ; d ire c to rs ’  fee s ; pay o f  the m ilita ry  reserve ; and a few  o th e r m in o r item s.

rr*?

t o  b e c o m e  m o r e  a t t r a c t i v e  r e l a t i v e  t o  a  w o r k e r ’ s 
s p e n d a b l e  e a m i n g s .  I f  w e e k l y  b e n e f i t s  w e r e  t i e d  
t o  p r e - t a x  w a g e s ,  a n d  i f  t h e  l i m i t s  o n  m a x i m u m  
w e e k l y  b e n e f i t s  w e r e  r a i s e d  t o  t h e  p o i n t  w h e r e  
m o s t  w o r k e r s  w o u l d  h a v e  a l l  o f  t h e i r  p r e - t a x  
w a g e s  u s e d  i n  c a l c u l a t i n g  d i s a b i l i t y  b e n e f i t s ,  h i g h  
w a g e  w o r k e r s  w o u l d  r e c e i v e  s o  m u c h  t h a t  t h e i r  
i n c e n t i v e  f o r  r e h a b i l i t a t i o n  m i g h t  b e  w e a k e n e d .  
B e c a u s e  t h e  i n c o m e  t a x  i s  p r o g r e s s i v e ,  t a x - f r e e  
b e n e f i t s  s e t  a s  a  p e r c e n t a g e  o f  p r e - t a x  e a m i n g s  
w o u l d  t e n d  t o  a p p r o a c h  o r  e v e n  s u r p a s s  p o s t - t a x  
e a m i n g s  f o r  h i g h  w a g e  w o r k e r s .

D e p e n d e n t s ’  a l l o w a n c e ?  S t i l l  a n o t h e r  f a c ­
t o r  m u s t  b e  c o n s i d e r e d  i n  t h e  d e s i g n  o f  w o r k ­
m e n ’ s  c o m p e n s a t i o n  b e n e f i t s .  M a n y  S t a t e s  p a y  a 
d e p e n d e n t s ’  a l l o w a n c e  i n  a d d i t i o n  t o  t h e  b a s i c  
b e n e f i t  f o r  t h e  d i s a b l e d  w o r k e r .  F r o m  t h e  
e m p l o y e r ’ s  s t a n d p o i n t ,  t h e  d e p e n d e n t s ’  a l l o w ­
a n c e  m a y  s e e m  i l l o g i c a l  b e c a u s e  h e  p a y s  t h e  
s a m e  w a g e  t o  a  w o r k e r  w h e t h e r  o r  n o t  t h a t  
w o r k e r  h a s  d e p e n d e n t s .  O n  t h e  o t h e r  h a n d ,  f r o m  
t h e  e m p l o y e e ’ s  s t a n d p o i n t ,  t h e  d e p e n d e n t s ’ 
a l l o w a n c e  m a y  s e e n  e n t i r e l y  r a t i o n a l .  B e c a u s e  
o f  t h e  i n c o m e  t a x ,  t w o  w o r k e r s  w i t h  t h e  s a m e  
p r e - t a x  w a g e s  m a y  h a v e  d i f f e r e n t  p o s t - t a x  
w a g e s :  t h e  f a m i l y  w i t h  m o r e  d e p e n d e n t s  w i l l  
h a v e  t h e  l a r g e r  i n c o m e  a f t e r  t a x e s .  I t  c a n  b e  
a r g u e d  t h a t  w o r k m e n ’ s c o m p e n s a t i o n  b e n e f i t s  
s h o u l d  r e f l e c t  d i f f e r e n c e s  i n  n e t  r e m u n e r a t i o n  
a m o n g  w o r k e r s  w i t h  d i f f e r e n t  n u m b e r s  o f  d e ­
p e n d e n t s .

TABLE  3 .2 . Relation between gross and spendable 
week ly earnings, 1940 -70

1956

Year

(1)

Gross

average3

Spendable

average15

(3)

Spendable 

as pet of 

gross

$ 27.02 

46.69 

81.15 

114.51 

141.09

$ 26.76 

45.55 

74.16 

101.17 

121.70

99.0%

97.6

91.4

88.4 

86.3

I n  1 9 7 0 ,  g r o s s  w e e k l y  e a m i n g s  w e r e  $ 1 4 1 . 0 9 ,  
b u t  o n l y  8 6  p e r c e n t  w a s  s p e n d a b l e :  t h e  b a l a n c e  
w e n t  f o r  F e d e r a l  i n c o m e  t a x e s  a n d  S o c i a l  
S e c u r i t y  d e d u c t i o n s .  B e c a u s e  w o r k m e n ’ s c o m ­
p e n s a t i o n  b e n e f i t s  a r e  t i e d  t o  b a s i c  w a g e s  a n d  
s a l a r i e s ,  a n d  b e c a u s e  t h e  b e n e f i t s  a r e  t a x - f r e e ,  
w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  h a v e  t e n d e d

a

b

C ro s s  average w eek ly  w a"es fo r  a ll w o rke rs  covered b y  the 
u n em p lo ym en t insu rance p rog ram , U .S . average, from  Hand­
b o o k  o f  -m p lo y m e i . l In su rance F inanc ia l D a ia , 
1 9 3 8 - 1 9 7 0 .
S p endab le  average w eek ly  earn ings fo r  a m arried  w o rke r and 
th ree  dependen ts . Spendab le  earnings re fle c t deductions fo r  
F .edera l in com e and s o d a l secu rity  taxes. F o rm u la s  are 
p resen ted  in U .S . D epa rtm en t o f  L a b o r , bu reau  o f  L abo r 
S ta tis t ic s , Employment and Eamings F eb ru a ry  1 9 7 2 , pp. 
1 3 -1 7 .



A  n e w  b a s i s  f o r  d i s a b i l i t y  b e n e f i t s .  C o n ­
c e p t u a l l y ,  t h e  i d e a !  w o r k m e n ’ s c o m p e n s a t i o n  
p r o g r a m  w o u l d  m e a s u r e  a  d i s a b l e d  w o r k e r ’ s  l o s s  
b y  t h - '  d i f f e r e n c e  b e t w e e n  h i s  n e t  r e m u n e r a t i o n  
b e f o r e  t h e  i n j u r y  o r  d i s e a s e  w i t h  h i s  n e t  r e m t  -  
e r a t i o n  t h e r e a f t e r .  O b v i o u s  a d m i n i s t r a t i v e  d i f f i ­
c u l t i e s  m a k e  t h i s  i d e a l  s o l u t i o n  i m p r a c t i c a l ,  b u t  
t h e  d i f f i c u l t i e s  d o  n o t  c o m p e l  a  m o d e m  w o r k ­
m e n ’ s  c o m p e n s a t i o n  p r o g r a m  t o  c o n t i n u e  t h e  
t r a d i t i o n  o f  c o m p a r i n g  g r o s s  w e e k l y  w a g e s  b e ­
f o r e  t h e  i n j u r y  w i t h  g r o s s  v e e k l y  w a g e s  a f t e r  t h e  
i n j u r y  a n d  o f  c a l c u l a t i n g  b e n e f i t s  b y  r e p l a c i n g  
t h e  t r a d i t i o n a l  p r o p o r t i o n  o f  l o s t  w a g e s .

A n  a d m i n i s t r a t i v e l y  f e a s i b l e  p r o c e d u r e  
c a n  s i m u l t a n e o u s l y  t a k e ' i n t o  a c c o u n t  t h e  d i f f e r ­
e n c e  b e t w e e n  g r o s s  a n d  s p e n d a b l e  e a m i n g s ,  t h e  
v i r t u e s  o f  d e p e n d e n t s ’  a l l o w  j n c e s ,  t h e  i m p a c t  o f  
t h e  p r o g r e s s i v e  i n c o m e  t a x ,  a n d  t h e  i n c r e a s i n g  
i m p o r t a n c e  o f  s u p p l e m e n t s .  T h i s  p r o c e d u r e  f i r s t  
d e t e r m  in t .  3 t h e  w o r k e r ’ s  g r o s s  a v e r a g e  w e e k l y  
w a g e  p r i o r  t o  d i s a b i l i t y  ( w h i c h  m u s t  b e  d e t e r ­
m i n e d  n o w  i n  v i r t u a l l y  e v e r y  S t a t e  w o r k m e n ’ s 
c o m p e n s a t i o n  p r o g r a m )  a n d  t h e  n u m b e r  o f  h i s  
d e p e n d e n t s  ( w h i c h  m u s t  n o w  b e  d e t e r m i n e d  i n  
m a n y  S t a t e s ) .  T h e  g r o s s  w e e k l y  w a g e  a n d  
d e p e n d e n c y  d a t a  a r e  t h e n  i n s e r t e d  i n t o  a  f o r m ­
u l a  p r e p a r e d  a n d  p u b l i s h e d  b y  t h e  U . S .  D e p a r t ­
m e n t  o f  L a b o r  t o  d e t e r m i n e  t h e  w ' o r k e r ’ s  s p e n d ­
a b l e  e a m i n g s .  ( S e e  C o m p e n d i u m  f o r  t h e  1 9 7 2  
f o r m u l a s . )  O n c e  s p e n d a b l e  e a m i n g s  a r e  c a l c u ­
l a t e d ,  w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  f o r  a l l  
s i z e s  o f  f a m i l i e s  c a n  b e  c a l c u l a t e d  a s  a  f i x e d  
p r o p o r t i o n  o f  s p e n d a b l e  w e e k l y  e a m i n g s .  N o  
f u r t h e r  a l l o w a n c e s  f o r  d e p e n d e n t s  o r  t a x  c o n s i d ­
e r a t i o n s  a r c  n e c e ,-s a r y  o r  a p p r o p r i a t e .

T h e  m e t h o d  u s e d  t o  d e t e r m i n e  s p e n d a b l e  
w e e k l y  e a m i n g s  i s  n e i t h e r  c o m p l i c a t e d  n o r  
i m p r a c t i c a l .  A  s i m i l a r ,  t h o u g h  m o r e  c o m p l e x ,  
m e t h o d  is  a l r e a d y  i n  u s e  i n  t h e  F e d e r a l  W a g e  
G a r n i s h m e n t  L a w .

W h a t  is  t h e  a p p r o p r i a t e  p r o p o r t i o n  o f  
s p e n d a b l e  e a m i n g s  t o  p a y  a s  b e n e f i t s ?  U n f o r ­
t u n a t e l y ,  t h e r e  is  n o  e a s y  a n s w e r  t o  t h a t  
q u e s t i o n .  T h e  t r a d i t i o n a l  a p p r o a c h  h a s  b e e n  t o  
r e p l a c e  t w o - t h i r d s  o f  l o s t  w a g e s .  T h i s  p r o p o r t i o n  
r e p r e s e n t e d  a  r o u g h  j u d g m e n t  a b o u t  t h e  a d j u s t ­
m e n t s  n e e d e d  t o  r e f l e c t  t h e  r e d u c t i o n  i n  t h e  
d i s a b l e d  w o r k e r ’ s  w o r k - r e l a t e d  e x p e n s e s ,  a n d  t o  
p r o v i d e  h i m  a n  i n c e n t i v e  t o  r e t u r n  t o  w o r k .  A s  
t h e  p r o p o r t i o n  o f  w a g e s  r e p l a c e d  i s  i n c r e a s e d ,  
t h e  w o r k e r  is  a s s u m e d  t o  h a v e  l e s s  i n c e n t i v e  t o  
r e t u r n  t o  w o r k .  O f  c o u r s e ,  i f  t h e  p r o p o r t i o n  is

t o o  l o w ,  a  w o r k e r  m a y  b e  i n  s u c h  d i r e  c i r c u m ­
s t a n c e s  t h a t  h e  m a y  b e  f o r c e d  t o  r e t u r n  k ^  a r k  
b e f o r e  h e  i s  p r o p e r l y  r e c o v e r e d  o r  h e  m a y  
b e c o m e  s o  d e m o r a l i z e d  a s  t o  b e  i n d e f i n i t e l y  
d i s a b l e d .

T h e r e  m a y  b e  i n g e n i o u s  w a y s  t o  r e t a i n  
e f f e c t i v e  i n c e n t i v e s  t o  r e h a b i l i t a t i o n  w h i l e  i n ­
c r e a s i n g  t h e  p r o p o r t i o n  o f  b e n e f i t s  t o  l o s t  w a g e s .  
F o r  e x a m p l e ,  i t  m a y  b e  p o s s i b l e  t o  r e p l a c e  a  
s u b s t a n t i a l ,  t h o u g h  i n c o m p l e t e ,  p o r t i o n  o f  l o s t  
w a g e s  d u r i n g  t h e  p e r i o d  o f  d i s a b i l i t y ,  a n d  t h e n  
p a y  t h e  w o r k e r  a  p a r t  o f  t h e  r e m a i n i n g  l o s s  a s  a  
b o n u s  i f  h e  r e t u r n s  t o  w o r k  s u c c e s s f u l l y .  W e  
e n c o u r a g e  S t a t e s  t o  c o n s i d e r  s u c h  i n d u c e m e n t s  
t o  r e h a b i l i t a f v ' i  w h i c h  c o u l d  i n c r e a s e  t h e  p r o ­
p o r t i o n  o f  o c n e f i t s  t o  w a g e  l o s s  a b o v e  t h e  l e v e l  
o f  o u r  r e c o m m e n d a t i o n s .

B e c a u s e  o u r  p r e f e r e n c e  i s  f o r  b e n e f i t s  t o  
b e  b a s e d  o n  s p e n d a b l e  e a m i n g s ,  w h i c h  r e p r e s e n t  
o n l y  a  p o r t i o n  o f  g r o s s  e a m i n g s ,  a n d  b e c a u s e  
t o t a l  r e m u n e r a t i o n  i s  i n c r e a s i n g l y  g r e a t e r  f h a n  
g r o s s  e a m i n g s  b e c a u s e  o f  t h e  g r o w i n g  i m ­
p o r t a n c e  o f  s u p p l e m e n t s ,  w e  b e l i e v e  t h e  t r a d i ­
t i o n a l  p r o p o r t i o n  ( t w o - t h i r d s  o f  l o s t  w a g e s )  is  
t o o  l o w .

 R3. ,  ^ .

W e  r e c o m m e n d  t h a t ,  s u b j e c t  t o  t h e  S t a t e ’ s  
m a x i m u m  w e e k l y  b e n e f i t ,  a  w o r k e r ’ s  w e e k l y  
b e n e f i t  b e  a t  l e a s t  8 0  p e r c e n t  o f  h i s  s p e n d a b l e  
w e e k l y  e a m i n g s .  .

I n  T a b l e  3 . 3 ,  t h e  b e n e f i t s  p r o v i d e d  b y  o u r
• r e c o m m e n d a t i o n  a r e  c o n t r a s t e d  w i t h  t h o s e  p a i d  

b y  t h e  t r a d i t i o n a l  6 6  2 / 3  p e r c e n t  o f  p r e - t a x  
• v a g e s .  T h e  a v e r a g e  1 9 7 2  w e e k l y  w a g e  f o r  a l l  
w o r k e r s  i s  a p p r o x i m a t e l y  S I 5 0 . 0 0 .  T h e  a v e r a g e  
f a m i l y  s i z e  i s  a b o u t  f o u r .  F o r  a  w o r k e r  w i t h  
t h r e e  d e p e n d e n t s ,  e a r n i n g  S I 5 0 . 0 0 ,  s p e n d a b l e  
w e e k l y  e a m i n g s  w o u l d  b e  S 1 3 1 . 9 1 .  A  b e n e f i t  
a l l o w i n g  8 0  p e r c e n t  o f  t h i s  a m o u n t  w o u l d  b e  
S  I 0 5 . 5 3 .  I n  c o n t r a s t ,  a  b e n e f i t  o f  6 6  2 / 3  p e r c e n t  
o f  t h e  g r o s s  w e e k l y  w a g e  ( S 1 5 0 )  w o u l d  b e  
$ 1 0 0 . 0 0 .  W e  b e l i e v e  t h e  e x t r a  S 5 . 5 3  is  a n  
a p p r o p r i a t e  a d j u s t m e n t  r e f l e c t i n g  t h e  i n c r e a s i n g  
i m p o r t a n c e  o f  s u p p l e m e n t s  s i n c e  t h e  6 6  2 / 3  
p e r c e n t  a l l o w a n c e  w a s  f ir s t  e n d o r s e d .

T h e r e  a r e  s e v e r a l  a d v a n t a g e s  i n  o u r  r e c o m ­
m e n d a t i o n .  A s  T a b l e  3 . 3  i n d i c a t e s ,  t h i s  p r o ­
c e d u r e  a u t o m a t i c a l l y  m i r r o r s  t h e  d i f f e r e n c e  i n  
s p e n d a b l e  w e e k l y  e a m i n g s  b e t w e e n  a  w o r k / "



TABLE  3 .3 . Workmen's compensation benefits as a percentage o f  spendable earnings compared with benefits as a 
percentage o f  wages

Gross average 
weakly wage

Spendable average 

weekly earning**
Workmen's compensation 

benefits

Pet of 

US . av. 

($150)

$
Amount Dependent*

66 .7% uf 

gross av. 

wk ly wage

80% of average 

spendable 

weekly eamings

Dependents

V . ih’one Three None Three

(1) (2) (3) (4) (5) (6) (7)

50 $ 75 $ 65.63 $ 71.1(1 $ 50.00 $ 52.50 $ 56.88

EG.G7 100 84.64 92.38 66.67 67.71 73.90

’■100 < 150 121.86 131.31 MOO 97.49 105.53

133.33 200 159.99 172.36 133.33 127.99 137.89

1G6.67 250 199.26 214.25 1C3.67 159.41 171.40

200 300 235.68 253.46 200 188.54 202.77

* Calculated by 1972 formula cited in Table 3.2. Table assumes U.S. average weekly wage for 1972 is S150, which is an estimate by the 
staff of the National Commission on State Workmen’s Compensation Laws.

w i t h  d e p e n d e n t s  a n d  a  w o r k e r  w i t h  n o  d e p e n d ­
e n t s .  F o r  e x a m p l e ,  t h e  w o r k e r  e a r n i n g  S  1 5 0 . 0 0  a  
w e e k  w o u l d  r e c e i v e  S 9 7 . 4 9  a  w e e k  a s  a  w o r k ­
m e n ’ s  c o m p e n s a t i o n  b e n e f i t  i f  h e  h a d  n o  d e ­
p e n d e n t s ,  b u t  w o u l d  r e c e i v e  3 1 0 5 . 5 3  i f  h e  h a d  
t h r e e  d e p e n d e n t s .

T h e  s y s t e m  s h o w n  i n  T a b l e  3 . 3  a l s o  h a s  
t i i e  v i r t u e  o f  a s s u r i n g  t h a t  h i g h - w a g e  w o r k e r s  
h a v e  a n  e c o n o m i c  i n c e n t i v e  t o  r e t u r n  t o  w o r k .  
F o r  e x a m p l e ,  t h e  w o r k e r  w i t h o u t  d e p e n d e n t s  
w h o  c a m s  t w i c e  a s  m u c h  ( 3 3 0 0 . 0 0  p e r  w e e k )  a s  
t h ®  U . S .  a v e r a g e  w e e k l y  w a g e  w o u l d  r e c e i v e  
3 2 0 0 . 0 0  i f  a l l o w e d  6 6  2 / 3  p e r c e n t  o f  g r o s s  
e a m i n g s ,  w h i c h  i s  e q u i v a l e n t  t o  8 5  p e r c e n t  o f  h i s  
s p e n d a b l e  e a m i n g s .

A  t r a n s i t i o n a l  f o r m u l a .  W h i l e  o u r  r e c o m ­
m e n d a t i o n  i s  n o t  p a r t i c u l a r l y  c o m p l e x ,  c o m ­
p a r e d  t o  o t h e r  a s p e c t s  o f  w o r k m e n ’ s  c o m p e n s a ­
t i o n ,  S t a t e s  w i l l  r e q u i r e  a  t r a n s i t i o n a l  p e r i o d  t o  
r e v i s e  t h e i r  l a w s .  A  s o m e w h a t  s i m p l e r ,  t h o u g h  
g e n e r a l l y  i n f e r i o r ,  f o r m u l a  c a n  b e  u s e d  i n  t h e  
i n t e r i m .

-R3.2-

W e  r e c o m m e n d  t h a t ,  s u b j e c t  t o  t h e  S t a t e ’ s  
m a x i m u m  w e e k l y  b e n e f i t ,  a  w o r k e r ’ s  w e e k l y  
b e n e f i t  b e  a t  l e a s t  6 6  2 / 3  p e r c e n t  o f  h i s  g r o s s  
w e e k l y  w a g e .

T h i s  f o r m u l a  s h o u l d  b e  u s e d  u n t i l  t h e  
m a x i m u m  w e e k l y  b e n e f i t  i n  a  S t a t e  e x c e e d s  1 0 0  
p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e .

T h e  G e n e r a l  R e l a t i o n s h i p  D e t w e e n  W o r k m e n ’ s 
C o m p e n s a t i o n  a n d  O t h e r  I n s u r a n c e  P r o g r a m s  
P r o v i d i n g  I n c o m e  B e n e f i t s

T h e  r e l a t i o n s h i p  b e t w e e n  w o r k m e n ’ s  c o m ­
p e n s a t i o n  a n d  o t h e r  p r i v a t e  a n d  p u b l i c  i n s u r a n c e  
p r o g r a m s  p r o v i d i n g  i n c o m e  b e n e f i t s  f o r  d i s a b l e d  
w o r k e r s  h a s  n o t  b e e n  a  p a r t i c u l a r l y  i m p o r t a n t  
i s s u e  b e c a u s e  w o r k m e n ’ s c o m p e n s a t i o n  b e n e f i t s  
g e n e r a l l y  h a v e  b e e n  s o  l o w .  I n  t h e  e v e n t  t h a t  o u r  
r e c o m m e n d a t i o n s  f o r  b e n e f i t s  a r e  a d o p t e d ,  t h e  
t o t a l  b e n e f i t s  r e c e i v e d  f r o m  a  c o m b i n a t i o n  o f  
w o r k m e n ’ s  c o m p e n s a t i o n  a n d  o t h e r  p r o g r a m s  
c o u l d  b e c o m e  s u b s t a n t i a l .  F o r  t h i s  r e a s o n ,  w e  
b e l i e v e  t h e  o v e r l a p  o f  b e n e f i t s  f r o m  s e v e r a l  
s o u r c e s  n e e d s  e x a m i n a t i o n .  I f  a  d i s a b l e d  w o r k ­
e r ’ s c o m b i n e d  b e n e f i t s  a r e  t o o  h i g h  r e l a t i v e  t o  
w h a t  h e  m i g h t  c a m ,  h e  m a y  s e e  n o  r e a s o n  t o  
r e t u r n  t o  w o r k .  E v e n  m o r e  s e r i o u s  is  t h e  i s s u e  o f  
e q u i t y .  T h e  a v a i l a b i l i t y  a n d  e x t e n t  o f  i n s u r a n c e  
b e n e f i t s  v a r y  a m o n g  o c c u p a t i o n s ,  i n d u s t r i e s ,  a n d  
S t a t e s .  T w o  w o r k e r s  w i t h  s i m i l a r  e a m i n g s  r e c ­
o r d s  a n d  s i m i l a r  d i s a b i l i t i e s  m a y  r e c e i v e  m a r k ­
e d l y  d i s s i m i l a r  b e n e f i t s  u n l e s s  w o r k m e n ’ s c o m ­
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p e n s a t i o n  a n d  t h e s e  i n s u r a n c e  p r o g r a m s  a r e  
c o o r d i n a t e d .

T y p i c a l l y ,  c o o r d i n a t i o n  i n v o l v e s  r e d u c i n g  
t h e  b e n e f i t s  p a i d  b y  o n e  p r o g r a m  w h e n  b e n e f i t s  
a r e  a l s o  p a i d  b y  t h e  o t h e r  p r o g r a m .  T h e  i s s u e  i s ,  
w h i c h  p r o g r a m  s h o u l d  r e d u c e  p a y m e n t s  i n  e v e n t  
o f  o v e r l a p ?  T h e r e  a r e  a d v a n t a g e s  t o  n o t  r e d u c i n g  
w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  s u c h  a s  t h e  
s t i m u l u s  t o  s a f e t y  i n h e r e n t  i n  h a v i n g  e m p l o y e r s  
b e a r  t h e  f u l l  c o s t  o f  w o r k - r e l a t e d  i n j u r i e s  a n d  
d i s e a s e s .

--------------------------- R3.3----------------------------

W e  r e c o m m e n d  t h a t ,  i f  o u r  r e c o m m e n d e d  b e n e ­
f i t  i n c r e a s e s  f o r  w o r k m e n ’ s  c o m p e n s a t i o n  a r e  
a d o p t e d ,  t h e  b e n e f i t s  o f  o t h e r  p u b l i c  i n s u r a n c e  
p r o g r a m s  s h o u l d  b e  c o o r d i n a t e d  w i t h  w o r k m e n ’ s  
c o m p e n s a t i o n  b e n e f i t s .  I n  g e n e r a l ,  w o r k m e n ’ s 
c o m p e n s a t i o n  s h o u l d  b e  t h e  p r i m a r y  s o u r c e  o f  
b e n e f i t s  f o r  w o r k - r e l a t e d  i n j u r i e s  a n d  d i s e a s e s .

( C i r c u m s t a n c e s  j u s t i f y i n g  e x c e p t i o n s  t o  
t h i s  g e n e r a l  r u l e  a r e  d i s c u s s e d  l a t e r  i n  t h e  
c h a p t e r . )

C o o r d i n a t i o n  b e t w e e n  w o r k m e n ’ s  c o m -  
p e r r  f i o n  a n d  s o m e  p r i v a t e  i n s u r a n c e  p r o g r a m s  
f i n a n '  - d  b y  e m p l o y e r s  i s  a l s o  g e n e r a l l y  a p p r o p r i ­
a t e .  T h e s e  p r o g r a m s  i n c l u d e ,  f o r  e x a m p l e ,  s i c k  
l e a v e  p l a n s  a n d  d i s a b i l i t y  r e t i r e m e n t  p r o v i s i o n s  
o f  p e n s i o n  p l a n s ,  b u t  w o u l d  n o t  i n c l u d e  
e m p l o y e r - f i n a n c e d  l i f e  i n s u r a n c e .

W o r k m e n ’ s c o m p e n s a t i o n  w i l l  h a v e  t o  b e  
c o o r d i n a t e d  w i t h  o t h e r  i n s u r a n c e  p r o g r a m s  i n  
o r d e r  t o  r e s o l v e  p r o b l e m s  s u c h  a s  t h e  p l i g h t  o f  
w o r k e r s  a t  t h e  d i v i d i n g  l i n e  b e t w e e n  t w o  p r o ­
g r a m s  w h o  m a y  b e  d e n i e d  b e n e f i t s  b y  b o t h .

T h e  G e n e r a l  R e l a t i o n s h i p  B e t w e e n  
W o r k m e n ’ s  C o m p e n s a t i o n  a n d  P r o g r a m s  
B a s e d  o n  N e e d

S e v e r a l  p r o g r a m s  p r o v i d e  b e n e f i t s  t o  p e r ­
s o n s  i n  n e e d ,  i n c l u d i n g  d i s a b l e d  w o r k e r s ,  w i t h ­
o u t  a n y  r e q u i r e m e n t  t h a t  t h e  i n d i v i d u a l  o r  h i s  
e m p l o y e r  c o n t r i b u t e  t o  a n  i n s u r a n c e  f u n d .  T h e s e  
p r o g r a m s  i n c l u d e  t h e  G e n e r a l  A s s i s t a n c e  p r o ­
g r a m ,  A i d  t o  t h e  B l i n d ,  a n d  A i d  t o  t h e  P e r m a - .  
n e n t l y  a n d  T o t a l l y  D i s a b l e d .  T h e  p r o p o s e d  
F a m i l y  A s s i s t a n c e  P l a n ,  a n d  o t h e r  v e r s i o n s  o f  a n  
i n c o m e  m a i n t e n a n c e  p r o g r a m  t h a t  h a v e  b e e n  
g i v e n  s e r i o u s  a t t e n t i o n  i n  r e c e n t  y e a r s ,  w o u l d

p r o v i d e  a  b a s i c  l e v e l  o f  i n c o m e  f o r  a l l  A i n :  *• 
c a n s .  x

W o r k m e n ’ s  c o m p e n s a t i o n  h a s  a  d i f f e r e n t  
r o l e  t h a n  t h e s e  p r o g r a m s .  T h e i r  t a s k  i s  t o  p r o t e c t  
f a m i l i e s  f r o m  p o v e r t y .  W o r k m e n ’ s c o m p e n s a t i o n  
i s  a n  i n s u r a n c e  p r o g r a m  d e s i g n e d  t o  p r o t e c t  
w o r k e r s  a n d  t h e i r  f a m i l i e s  a g a i n s t  w a g e  l o s s  d u e  
t o  w o r k - r e l a t e d  i n j u r i e s  o r  d i s e a s e s .  F o r  m o s t  
e m p l o y e e s ,  w o r k m e n ’ s  c o m p e n s a t i o n  s h o u l d  
p r o t e c t  i n c o m e  w e l l  a b o v e  t h e  p o v e r t y  l e v e l .

T h e  d i f f e r e n c e  i n  t h e s e  r o l e s  e x p l a i n s  
w h y ,  f o r  m o s t  w o r k e r s ,  t h e r e  c a n  b e  n o  a d e ­
q u a t e  s u b s t i t u t e  f o r  a  m o d e m  w o r k m e n ’ s c o m ­
p e n s a t i o n  p r o g r a m .  T o  b e  s u r e ,  t h e r e  a r e  m a n y  
f u l l - t i m e  w o r k e r s  w h o s e  e a m i n g s  d o  n o t  t a k e  
t h e m  o u t  o f  p o v e r t y .  N o n e t h e l e s s ,  t h e  b a s i c  
i n s u r a n c e  p u r p o s e  o f  w o r k m e n ’ s  c o m p e n s a t i o n  
s u g g e s t s  t h a t  t h e  p r o g r a m  s h o u l d  n o t  b e  e x ­
p e c t e d  t o  r e m o v e  l o w - w a g e  w o r k e r s  f r o m  p o v ­
e r t y  i f  t h e y  a r e  s o  u n f o r t u a n t e  a s  t o  s u f f e r  a  
w o r k - r e l a t e d  i n j u r y  o r  d i s e a s e .  O n e  r e a s o n  w h y  
o u r  r e c o m m e n d a t i o n s  f o r  b e n e f i t  l e v e l s  w i l l  n o t  
p l a c e  c o n s i d e r a b l e  s t r e s s  o n  h i g h  m i n i m u m  
w e e k l y  b e n e f i t s  i s  t h a t  w e  a s s u m e  a  f a m i l y  
a s s i s t a n c e  p r o g r a m  o r  o t h e r  f o r m  o f  i n c o m e  
m a i n t e n a n c e  p r o g r a m  s o o n  w i l l  a s s u r e  a}' 
f a m i l i e s  a  s u f f i c i e n t  i n c o m e .  • ^

-------------------------- R3.4----------------------------

W e  r e c o m m e n d  t h a t  w o r k m e n ’ s  c o m p e n s a t i o n  
b e n e f i t s  n o t  b e  r e d u c e d  b y  t h e  a m o u n t  o f  a n y  
p a y m e n t s  f r o m  a  w e l f a r e  p r o g r a m  o r  o t h e r  
p r o g r a m  b a s e d  o n  n e e d .

I f  a  f a m i l y  a s s i s t a n c e  p r o g r a m  o r  o t h e r  
g e n e r a l l y  a v a i l a b l e  i n c o m e  s u p p o r t  p r o g r a m  is  
a d o p t e d  w i t h  b e n e f i t  l e v e l s  t h a t  i n s u r e  a l l  
f a m i l i e s  a n  i n c o m e  a b o v e  t h e  p o v e r t y  l e v e l ,  t h e n  
t h i s  i n c o m e  s u p p o r t  p r o g r a m  s h o u l d  c o n s i d e r  
r e d u c i n g  i t s  a l l o w a n c e s  i n  t h e  p r e s e n c e  o f  
w o r k m e n ’ s  c o m p e n s a t i o n  p a y m e n t s .

B .  T E M P O R A R Y  T O T A L  D I S A B I L I T Y  
B E N E F I T S

A  t e m p o r a r y  t o t a l  w a g e  l o s s  b e n e f i t ,  
u s u a l l y  c a l l e d  a  t e m p o r a r y  t o t a l  d i s a b i l i t y  b e n e ­
f i t ,  i s  p a i d  b e c a u s e  a  w o r k - r e l a t e d  i n j u r y  o r  
d i s e a s e  c a u s e s  a  t e m p o r a r y  a n d  t o t a l  l o s s  o f  
e a m i n g s .  O u r  e v a l u a t i o n  o f  t h i s  t y p e  o f  b e n e f i t  
is  b a s e d  o n  c o m p a r i s o n s  i n v o l v i n g  a  w o r k e r  w i t h i  
t h r e e  d e p e n d e n t s ,  a  f a m i l y  o f  a v e r a g e  s i / . e .



A f t e r  a  w o r k e r  i s  t e m p o r a r i l y  a n d  t o t a l l y  
d i s a b l e d ,  h e  n o r m a l l y  d o e s  n o t  r e c e i v e  b e n e f i t s  
t h e  f i r s t  f e w  d a y s .  V i r t u a l l y  e v e r y  w o r k m e n ’ s 
c o m p e n s a t i o n  s t a t u t e  h a s  a  w a i t i n g  p e r i o d  e x ­
p r e s s e d  i n  c a l e n d a r  d a y s ,  f o r  w h i c h  n o  b e n e f i t s  
a r e  p a i d .  I f  t h e  w o r k e r  i s  d i s a b l e d  f o r  a n  
e x t e n d e d  p e r i o d ,  h o w e v e r ,  b e n e f i t s  f o r  t h e  
i n i t i a l  w a i t i n g  p e r i o d  a r e  p a i d  r e t r o a c t i v e l y .

T h e  r e c o m m e n d e d  s t a n d a r d  p u b l i s h e d  b y  
t h e  D e p a r t m e n t  o f  L a b o r  p r o v i d e s  a  t h r e e  d a y  
w a i t i n g  p e r i o d ,  w i t h  t h e  b e n e f i t s  f o r  t h e  t h r e e  
d a y s  p a i d  i f  t h e  t o t a l  p e r i o d  o f  d i s a b i l i t y  e x c e e d s  
1 4  d a y s .  T h e  M o d e l  A c t  s p e c i f i e s  a  s e v e n  d a y  
w a i t i n g  p e r i o d ,  w i t h  b e n e f i t s  p a i d  r e t r o a c t i v e l y  
f o r  t h e  f i r s t  s e v e n  d a y s  i f  t h e  t o t a l  p e r i o d  o f  
d i s a b i l i t y  e x c e e d s  2 8  d a y s .

T a b l e  3 . 4  i n d i c a t e s  t h e  r e c o r d  o f  c o m p l i ­
a n c e  w i t h  t h e s e  r e c o m m e n d a t i o n s  i n  t h e  v a r i o u s  
S t a t e s  d u r i n g  t h e  p e r i o d  1 9 6 6 - 1 9 7 2 .  M o s t  S t a t e s  
n o w  m e e t  t h e  M o d e l  A c t  s t a n d a r d ,  b u t  a  
s u b s t a n t i a l  m a j o r i t y  d o  n o t  m e e t  t h e  D e p a r t ­
m e n t  o f  L a b o r  r e c o m m e n d a t i o n .  T h e  s h o r t e r  t h e  
w a i t i n g  p e r i o d ,  t h e  m o r e  w o r k e r s  w i t h '  w o r k -  
r e l a t e d  i n j u r i e s  a n d  d i s e a s e s  a r e  e l i g i b l e  f o r  
b e n e f i t s .  A s  t h e  p e r i o d  t o  q u a l i f y  f o r  r e t r o a c t i v e  
b e n e f i t s  s h r i n k s ,  t h e  a v e r a g e  n u m b e r  o f  w e e k s  o f  
b e n e f i t s  p e r  c a s e  i n c r e a s e s .

W aiting Period

TABLE  3 .4 . Jurisdictions in compliance with rccom- 
T.eiided standards published by the U.S. Dept, o f  Labor 
and the Model Act fo r  waiting period and period o f 
disability qualifying fo r  retroactive pay, 1DGG-72

Yoar

States

(50)

Other

"Stales"

(6)

Federal

(2)

USDL
Model

Act
USDL

Model

Act
USDL

Model

Act

1066 7 44 2 3 0 2

1972 10 45 3 4 0 2

The  rccom  mended standard ! pub lished b y  the U .S . D epa rtm en t 
o f  L a b o r (U S D L ) specify 3 d a y !  w aiting  p e riod  b e fo re  
b ene fits  begin , and 14 days o f  d isab ility  to  q u a lify  f o r  
te tro ac tiv e  payments fo r  tim e lo s t in the o rig in a l w a iling  
p e riod . T h e  M odel Act specifies 7 d a y i w aiting  and 28  to  
q u a li fy  fo r  retroactive b en e fit ! . B o th  standards re fe r to  
ca lendar d ays , n o t w ork ing  days.
See T ab le  2 .3  fo r  e xp lan a to ry  no tes .

T h e  a d v a n t a g e  o f  r e d u c i n g  b o t h  t h e  w a i t ­
i n g  a n d  t h e  q u a l i f y i n g  p e r i o d  i s  t h a t  w o r k e r s  w i l l  
h a v e  a  h i g h e r  p r o p o r t i o n  o f  t h e i r  l o s t  r e m u n e r a ­
t i o n  r e p l a c e d  b y  b e n e f i t s .  A t  t h e  s a m e  t i m e ,  t h e  
c o s t  o f  t h e  p r o g r a m  i n c r e a s e s ,  b o t h  i n  b e n e f i t s  
p a i d  a n d  i n  a d m i n i s t r a t i v e  e x p e n s e s .  P r o p o n e n t s  
o f  t h e  w a i t i n g  p e r i o d  a r g u e  a l s o  t h a t  a  w a i t i n g  
p e r i o d  i s  n e c e s s a r y  t o  d i s c o u r a g e  m a l i n g e r i n g .

TABLE  3 .5 .  Percentage o f  disability days compensable 
with various combinations o f  waiting and retroactive 
periods

Calendar days 

of disability 

to qualify for 

retroactive benefits

Calendar days to wait 

before 

benefits begin

0 3 5 7

0 100% — —

3 - 98% - —

7 - 35% 94% 93%

14 - 93% 90% 88%

21 - 92% 88% 84%

28 - 91% 86% 83%

C a lcu la te d  b y  a c tua ria l techn iques o f  the N a tion a l C oun c il on  
C om pensa tion  Insu rance .

T a b l e  3 . 5  i n d i c a t e s  t h e  a p p r o x i m a t e  r e l a ­
t i o n s h i p  i n  c o s t  a m o n g  v a r i o u s  c o m b i n a t i o n s  o f  
w a i t i n g  p e r i o d s  a n d  r e t r o a c t i v e  p e r i o d s .  T h e  
t a b l e  i s  c o n s t r u c t e d  s o  t h a t  t h e  c o s t  o f  p a y i n g  
b e n e f i t s  f o r  a l l  d a y s  o f  l o s t  t i m e  i s  e q u a l  t o  1 0 0  
p e r c e n t .  T h u s ,  t h e  M o d e l  A c t  s t a n d a r d  ( 7  d a y s  
w a i t / r e t r o a c t i v e  a f t e r  2 8  d a y s )  w o u l d  p a y  b e n e ­
f i t s  f o r  a p p r o x i m a t e l y  8 3  p e r c e n t  o f  a l l  l o s t  
t i m e ,  a n d  t h e  D e p a r t m e n t  o f  L a b o r  s t a n d a r d  
w o u l d  p a y  f o r  a p p r o x i m a t e l y  9 3  p e r c e n t  o f  a l l  
l o s t  t i m e .

--------------------------------------------------R 3 . 5 -------------------------------------------------

W e  r e c o m m e n d  t h a t  t ire  w a i t i n g  p e r i o d  . f o r  
b e n e f i t s  b e  n o  m o r e  t h a n  t h r e e  d a y s  a n d  t h a t  a  
p e r i o d  o f  n o  m o r e  t h a n  1 4  d a y s  b e  r e q u i r e d  t o  
q u a l i f y  f o r  r e t r o a c t i v e  b e n e f i t s  f o r  d a y s  l o s t .

W e  b e l i e v e  t h i s  r e c o m m e n d a t i o n  r e p r e ­
s e n t s  a  r e a s o n a b l e  c o m p r o m i s e  b e t w e e n  t h e  
i n t e r e s t s  o f  r e d u c i n g  t h e  n u m b e r  o f  p a y m e n t s  
f o r  t r u l y  m i n o r  d i s a b i l i t i e s  a n d  o f  i n s u r i n g  t h a t  
e v e n  m o d e r a t e l y  s e r i o u s  i n j u r i e s  w i l l  h a v e  b e n e ­
f i t s  r e s t o r e d  r e t r o a c t i v e l y  f o r  t h e  f i r s t  d a y s  l o s t .



P r o p o r t i o n  o f  L o s t  R e m u n e r a t i o n  
t o  b e  R e p l a c e d

T h e  M o d e l  A c t  s u g g e s t s  t h a t  t e r n  > r a r i ly  
a n d  t o t a l l y  d i s a b l e d  w o r k e r s  J i o u l d  r e t  \ v e  5 5  
p e r c e n t  o f  t h e i r  a v e r a g e  w e e k l y  w a g e  i n  I  l e f i t s ,  
w i t h  a n  a d d i t i o n a l  2  1 / 2  p e r c e n t  p a i d  ; e a c h  
d e p e n d e n t  u p  t o  a  m a x i m u m  o f  f i v e  d e p r  d e n t s .  
A s  a n  a l t e r n a t i v e  f o r m u l a ,  t h e  M o d e l  /■ I  u s e s  
t h e  m o r e  t r a d i t i o n a l  s t a n d a r d  o f  b e n e f i .  • e q u a l  
t o  6 6  2 / 3  p e r c e n t  o f  t h e  w o r k e r ’ s  w e e k ’ w a g e .  
( T h e  w o r k e r ’ s  b e n e f i t  i s  s u b j e c t  t o  m i n i n  . n  a n d  
m a x i m u m  w e e k l y  b e n e f i t s . )

I n  g e n e r a l ,  p r e s e n t  w o r k m e n ’  c o m ­
p e n s a t i o n  p r o g r a m s  d o  a  c r e d i t a b l e  ; b  o f  
m e e t i n g  t h i s  s t a n d a r d .  I n  1 9 7 2 ,  3 2  o  ' h e  5 0  
S t a t e s  m e e t  t h i s  6 6  2 / 3  p e r c e n t  s t a n d a r d  - n d  s i x  
o t h e r s  p a y  6 5  p e r c e n t .  N o  S t a t e  p a y s  ! t h a n  
6 0  p e r c e n t  o f  t h e  w o r k e r ’ s  w a g e .

T h e r e  is  a  g r e a t  v i r t u e  i n  r e ’ r i n g  a  
w o r k e r ’ s  b e n e f i t s  t o  h i s  p r e v i o u s  w a ;  T h i s  
a p p r o a c h ,  i n  c o n t r a s t  t o  a  s y s t e m  w h i c  w o u l d  
p a y  w o r k e r s  a  f l a t  a m o u n t  i f  t h e y  a r e  < a b l e d ,  
p e r m i t s  w o r k m e n ’ s  c o m p e n s a t i o n  r e a s c  b l y  t o  
a c c o m p l i s h  i t s  o b j e c t i v e  o f  m a i n t a i n i n g  i c o n i c  
w i t h  f a i r  r e g a r d  f o r  t h e  l e v e l  o f  e a m i n s  b e f o r e  
d i s a b i l i t y .  A l s o ,  t h i s  m e a n s  S t a t e s  w  ':t. h i g h  
w a g e  l e v e l s  a u t o m a t i c a l l y  p r o v i d e  h i g h e r  . n e f i t s  
f o r  t h e i r  w o r k e r s  t h a n  S t a t e s  w i t h  l o w  v (>-,r;s.

W e  h a v e  i n d i c a t e d  o u r  p r c f o r e n  f o r  a  
f o r m u l a  w h i c h  b a s e s  a  w o r k e r ’ s b e n e l i  o n  h i s  
s p e n d a b l e  e a m i n g s  b e f o r e  d i s a b i l i t y .
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W c  r e c o m m e n d  t h a t ,  s u b j e c t  t o  t h  
m a x i m u m  w e e k l y  b e n e f i t ,  t e m p o r a r y  
a b i l i t y  b e n e f i t s  b e  a t  l e a s t  8 0  p c r c c ;  
w o r k e r ’ s  s p e n d a b l e  w e e k l y  e a r n i n g s .  T  
u l a  s h o u l d  b e  u s e d  a s  s o o n  a s  f e a s i b l e  
c a s e ,  a s  s o o n  a s  t h e  m a x i m u m  w e e k l y  
a  S t a t e  e x c e e d s  1 0 0  p e r c e n t  o f  tl 
a v e r a g e  w e e k l y  w a g e .

S t a t e ’ s  
o i l  d i s -  
o f  t h e  

f o r m -  
. .  i n  a n y  
. • ' . e f i t  i n  

S t a t e ’ s

W e  r e a l i z e  t h a t ,  o n  a n  i n t e r i m  h a  u s e  o f  
a  g e n e r a l l y  i n f e r i o r  f o r m u l a  m a y  b e  r ie i  : n r y .

na.7-

W t  r e c o m m e n d t h a t ,  s u b j e c t  t o  t h  S t a t e ’ s  
m a x i m u m  w e e k l y  b e n e f i t ,  t e m p o r a r y  : r i a l  d i s ­
a b i l i t y  b e n e f i t s  b e  a t  l e a s t  6 6  2 / 3  p e r c  i i  o f  t h e  
w o r k e r ’ s  g r o s s  w e e k l y  w a g e .

I n  a d d i t i o n  t o  t h i s  6 6  2 / 3  p e r c e n t ,  a  S t a t e  
m a y  w i s h  t o  p r o v i d e  a  d e p e n d e n t s ’  a l l o w a n c e .  
H o w e v e r ,  a  d e p e n d e n t s ’  a l l o w a n c e  i n  a d d i t i o n  t o  
t h e  8 0  p e r c e n t  o f  s p e n d a b l e  w e e k l y  e a m i n g s  
w o u l d  b e  i n a p p r o p r i a t e .

M a x i m u m  W e e k l y  B e n e f i t

T h e  r e c o m m e n d a t i o n  p u b l i s h e d  b y  t h e  
D e p a r t m e n t  o f  L a b o r  p r o v i d e s  t h a t  t h e  m a x i ­
m u m  w e e k l y  b e n e f i t  i n  a  S t a t e  s h o u l d  b e  a t  l e a s t  
6 6  2 / 3  p e r c e n t  o f  t h e  a v e r a g e  w e e k l y  w a g e  i n  
t h e  S t a t e .  T a b l e  3 . 6  i n d i c a t e s  t h e  e x t e n t  o f  f u l l  
c o m p l i a n c e  w i t h  t h i s  s t a n d a r d  s i n c e  1 9 4 0 .  T h e  
m a j o r i t y  o f  S t a t e s  d o  n o t  n o w  m e e t  t h e  s t a n d ­
a r d .  M a x i m u m  b e n e f i t s  w e r e  n e a r e r  t o  t h e  
a v e r a g e  w a g e  i n  1 9 4 0  t h a n  t h e y  h a v e  b e e n  s i n c e  
t h e n ,  a l t h o u g h  t h e r e  h a s  b e e n  s o m e  i m p r o v e ­
m e n t  i n  r e c e n t  y e a r s .

T h e  d a t a  i n  T a b l e  3 . 6  n e e d  t o  b e  i n t e r ­
p r e t e d  w i t h  c a u t i o n .  P a r t  o f  t h e  a p p a r e n t  i n ­
c r e a s e  i n  f u l l  c o m p l i a n c e  b e t w e e n  1 9 6 6  a n d  
1 9 7 2  m a y  b e  a  s t a t i s t i c a l  a r t i f a c t .  T h e  e v a l u a ­
t i o n s  f o r  t h e  y e a r s  p r i o r  t o  1 9 7 2  a r c  b a s e d  o n  
t h e  s t a t u t e s  i n  e f f e c t  o n  D e c e m b e r  3 1  o f  a  g i v e n  £ 
y e a r  c o m p a r e d  t o  t h e  ‘ a v e r a g e  w e e k l y  w a g e  
d u r i n g  t h a t  s a m e  y e a r .  F o r  1 9 7 2 ,  t h e  s t a t u t e s  i n  
e f f e c t  a s  o f  J a n u a r y  1 a r c  c o m p a r e d  t o  t h e  
a v e r a g e  w a g e s  i n  t h e  f i r s t  h a l f  o f  1 9 7 1 ,  t h e  l a t e s t  
d a t a  a v a i l a b l e .  I f  t h e  c o m p a r i s o n s  w e r e  m a d e  
b e t w e e n  t h e  J a n u a r y  1 ,  1 9 7 2 ,  s t a t u t e s  a n d  t h e  
a v e r a g e  w e e k l y  w a g e  f o r  t h e  e n t i r e  c a l e n d a r  y e a r  
o f  1 9 7 1 ,  i t  a p p e a r s  l i k e l y  t h a t  t h r e e  m o r e  S t a t e s  
w o u l d  n o t  f u l l y  c o m p l y  w i t h  t h e  r e c o m m e n d e d  (
s t a n d a r d .  i

T h e  s e n s i t i v i t y  o f  t h e  f u l l  c o m p l i a n c e  
r e s u l t s  i n  T a b l e  3 . 6  t o  t h e  w a g e  b e i n g  u s e d  i
d e m o n s t r a t e s  h o w  s o m e  S t a t e s  f i n d  i t  d i f f i c u l t  1
t o  k e e p  b e n e f i t s  i n  l i n e  w i t h  r i s i n g  w a g e s .  I f  a  
S t a t e  c o n s c i e n t i o u s l y  a m e n d s  i t s  l a w  t o  s e t  t h e  j
m a x i m u m  w e e k l y  b e n e f i t  e q u a l  t o  t w o - t h i r d s  o f  ;
t h e  a v e r a g e  w e e k l y  w a g e  f o r  t h e  l a t e s t  d a t a  ;
a v a i l a b l e ,  i t  u s u a l l y  w o u l d  f i n d  t h a t  w h e n  t h e  *
w a g e  d a t a  s u b s e q u e n t l y  b e c a m e  a v a i l a b l e  f o r  t h e  i
d a t e  w h e n  t h e  l a w  w a s  a m e n d e d ,  t h e  m a x i m u m  !
w o u l d  f a l l  s h o r t  o f  i t s  t a r g e t .  R e c o g n i z i n g  t h a t  
t h e  r i s i n g  t r e n d  i n  w a g e s  m a k e s  i t  d i f f i c u l t  f o r  
S t a t e s  t o  h a v e  t h e i r  m a x i m u m  b e n e f i t s  e q u a l  o r  
e x c e e d  t h e  t w o - t h i r d s  s t a n d a r d ,  T a b l e  3 . 6  i d e n t i -  i
f i c s  t h e  S t a t e s  w h i c h  h a v e  s u b s t a n t i a l l y  c o m p l i e d  /  |
w i t h  t h e  t r a d i t i o n a l  6 6  2 / 3  p e r c e n t  s t a n d a r d  b y  - i
c r e a t i n g  a  c a t e g o r y  w h e r e  t h e  m a x i m u m  w e e k l y  |



T A l lL E  3.G. M a x i m u m  week ly  benefits f o r  temporary tota l disability as a  percentage o f  average weekly wage: 
distribution o f  jurisdictions, 1940 -72

States

150)

Other
^States

16)

9 Federal

(2)

Year (19 ) 40 46 5S OS 72 40 46 56 66 72 40 46 56 66 72

F ull compliance 

75% or mors 29 3 .2 2 4 1 2 1 1 1

5B.7 to 74 .9% 9 1 1 1 6 1 1 1

Sub'.tnntial comolianca 

BtVto 66 .6% 7 4 1 1 8 2 2 1

Substandard 

50 t . 59 .9% 4 17 7 16 12

1

1

Less ban 50% 0 24 39 30 20 1 1

The maximum benefits for 1940 through 1946 arc for December 31 and arc compared to the State’s average weekly wage for the 
corresponding y.tar. The 1972 mammums are those in effect on January 1, 1972, and are compared to the State’s average weekly 
wage for the firs half of 1971.

Benefits are raln.lited as payments to a worker with three dependents.

Wage data for 4 cvher “States” are not available. Mississippi law did not go into effect until January 1, 1949. Wage data for Puerto 
Rico was not available before 1961.

Source of wage dvta: Handbook of Unemployment Insurance Financial Data, 1938-1970, and unpublished data from \t.S. 
Department of Labtir.

See Table 2.3 for explanatory notes.

b e n e f i t  i s  a t  le a s *  6 0  p e r c e n t  o f  t h e  a v e r a g e  I t  i s  d i s t r e s s i n g  t h a t  a s  o f  J a n u a r y  1 ,  1 9 7 2 ,  t h e
w e e k l y  w a g e  i n  t h e  j u r i s d i c t i o n .  E i g h t e e n  S t a t e s  m a x i m u m  w e e k l y  b e n e f i t  f o r  t e m p o r a r y  t o t a l
a r e  I n  “ f u l l  c o i n p l i a i c e * ’  o r  “ s u b s t a n t i a l  c o m p l i -  b e n e f i t s  i n  m o r e  t h a n  h a l f  o f  t h e  S t a t e s  d i d  n o t
a n c e "  w i t h  t h e  6 6  7 j 3  p e r c e n t  s t r n d a r d .  H o w -  r e a c h  t h i s  p o v e r t y  l e v e l .
e v e r ,  t h e  m a x i m u m  v e e k l y  b e n e f i t  i n  2 0  S t a t e s  S o m e  t e m p o r a r i l y  d i s a b l e d  w o r k e r s  h a v e
i s  l e s s  t h a n  5 0  p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  s o u r c e s  o f  i n c o m e  i n  a d d i t i o n  t o  w o r k m e n ' s
w e e k l y  w a g e ,  a n d  i n  a n o t h e r  1 2  S t a t e s ,  t h e  c o m p e n s a t i o n  b e n e f i t s .  A f t e r  t h  i  f i r s t  s i x
m a x i m u m  w e e k l y  b e n e f i t  i s  b e t w e e n  5 0  a n d  6 0  m o n t h s  o f  d i s a b i l i t y ,  a  w o r k e r  w ’  c o n t i n u e s  t o
p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e .  T h e  b e  i n c a p a c i t a t e d  m a y  b e  e l i g i b l e  f o r  d i s a b i l i t y
d e f i c i e n c i e s  i n  t h e s e  S t a ' e s  a r e  d u e  t o  m o r e  t h a n  i n s u r a n c e  b e n e f i t s  u n d e r  t h e  S o c i a l  S e c u r i t y
a  t e m p o r a r y  l a g  i n  l c g i s l a  i v e  e n a c t m e n t ’.'.. p r o g r a m .  I n  C a l i f o r n i a ,  s o m e  w o r k e r s  m a y  r c -

J u d g e d  b y  t r a d i t i o n a l  s t a n d a r d s ,  , i  m a j o r -  c e i v e  a  b e n e f i t  u n d e r  t h e  t e m p o r a r y  d i s a b i l i t y
i t y  o f  S t a t e s  h a v e  m a x i m u m  w e e k l y  b e n e f i t s  i n s u r a n c e  l a w  e q u a l  t o  t h e  d i f f e r e n c e  b e t w e e n
w h i c h  a r e  i n a d e q u a t e .  M o r e o v e r ,  t h e  w i d ;  v a r i a -  t h e  T D I  b e n e f i t  a n d  t h e  w o r k m e n ’ s  c o m p e n -
t i o n  a m o n g  t h e  S t a t e s  i n  t h e  r e l a t i o n s h i p  o f  s a t i o n  b e n e f i t .  M o r e  c o m m o n  b u t  a v a i l a b l e
m a x i m u m s  t o  a v e r a g e  w e e k l y  w a g e s  i n d i c a t e s  n a t i o n a l l y  o n l y  t o  a  m i n o r i t y  a r e  s i c k  l e a v e  o r
t h a t  t h e  m a x i m u m  w e e k l y  b e n e f i t s  f o r  t e m p o -  i n s u r a n c e  b e n e f i t s  p r o v i d e d  b y  e m p l o y e r s  t o  p a y
r a r y  t o t a l  d i s a b i l i t y  a r e  n o t  c c u i t a b l e .  f o r  t h e  w a i t i n g  p e r i o d  o r  s u p p l e m e n t  t h e  w e e k l y

O u r  j u d g m e n t  t h a t  t h e  m a x i m u m  w e e k l y  w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s .  T h e  s i c k  p a y
b e n e f i t  l e v e l s  a r e  g e n e r a l l y  i n a d e q u a t e  i s  r e i n -  p l a n s  s o m e t i m e s  r e p l a c e  w a g e s  i n  f u l l ,  b u t  m o r e -
f o r c e d  b y  c o m p a r i n g  t h e  m a x i m u m  w e e k l y  o f t e n  p a y  s o m e  f l a t  a m o u n t  o r  a n  a m o u n t
b e n e f i t  i n  e a c h  S t a t e  a s  o f  J a n u i  r y  1 ,  1 9 7 2 ,  w i .  h  p r o p o r t i o n e d  t o  r e p l a c e  p a r t  o f  e a m i n g s .
t h e  1 9 7 1  n a t i o n a l  p o v e r t y  l e v e ,  f o r  a  n o n - f a m  T h e  e x t e n t  o f  s u c h  c o v e r a g e  v a r i e s  b y  s i z e
f a m i l y  o f  f o u r  p e r s o n s ,  w h i c h  i s  S 7 9 . 5 S  a  w e e k ,  o f  f i r m  ( t h e  l a r g e r  f i r m s  t e n d  t o  o f f e r  m o r e
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p r o t e c t i o n ) ,  b y  i n d u s t r y  ( p u b l i c  u t i l i t i e s  a n d  
m a n u f a c t u r i n g  a r e  m o r e  l i k e l y  t o  h a v e  s u c h  
p l a n s ) ,  a n d  b y  t y p e  o f  w o r k e r  ( s a l a r i e d  w o r k e r s  
a r e  m u c h  m o r e  l i k e l y  t o  e n j o y  t h i s  p r o t e c t i o n  
t h a n  w a g e  w o r k e r s . )  M o r e o v e r ,  e v e n  a m o n g  
p r o g r e s s i v e  f i r m s ,  f e w e r  t h a n  h a l f  t h e  w o r k e r s  
a r e  c o v e r e d  b y  s i c k  l e a v e  o r  o t h e r  p l a n s  w h i c h  
s u p p l e m e n t  w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  
f o r  t e m p o r a r i l y  d i s a b l e d  w o r k e r s .  T h e s e  p r i v a t e  
p l a n s  a r e  a l m o s t  a l w a y s  i n t e g r a t e d  w i t h  p a y ­
m e n t s  b y  p u b l i c  p r o g r a m s  s o  t h a t  d u p l i c a t e  
p a y m e n t s  a r e  r a r e .

D e s p i t e  s u c h  s u p p l e m e n t a r y  i n c o m e ,  t h e  
c o n c l u s i o n  i s  i n e s c a p a b l e  t h a t  t h e  m a x i m u m  
w e e k l y  b e n e f i t s  f o r  m o s t  d i s a b l e d  w o r k e r s  a r e  i n  
g e n e r a l  i n a d e q u a t e  a n d  i n e q u i t a b l e .

I t  s e e m s  l i k e l y  t h a t  w o r k m e n ’ s  c o m p e n s a ­
t i o n  b e n e f i c i a r i e s  p r i o r  t o  i n j u r y  h a v e  o n  t h e  
a v e r a g e  w e e k l y  w a g e s  l o w e r  t h a n  t h e  S t a t e  
a v e r a g e .  I t  i s  d i f f i c u l t  t o  c o n f i r m  t h i s  a s s u m p ­
t i o n ,  a l t h o u g h -  i t  h a s  b e e n  o b s e r v e d  t h a t  t h e  
i n j u r e d  a r e  o f t e n  t h e  y o u n g  a n d  i n e x p e r i e n c e d .  
T h e  o n l y  a v a i l a b l e  s e r i e s  o n  w a g e s  o f  i n j u r e d  
w o r k e r s  i s  p u b l i s h e d  b y  t h e  N a t i o n a l  C o u n c i l  o n  
C o m p e n s a t i o n  I n s u r a n c e .  T h e  C o u n c i l  b e l i e v e s  
t h e  a v e r a g e  w a g e s  f o r  i n j u r e d  w o r k e r s  a r c  p r o b ­
a b l y  u n d e r s t a t e d  b y  i t s  d a t a  b e c a u s e  s o m e  o f  t h e  
s o u r c e s  t h e  C o u n c i l  u s e s  d o  n o t  r e p o r t  t h e  f u l l  
w a g e  o f  h i g h - w a g e  w o r k e r s .

W e e k l y  b e n e f i t s  f o r  d i s a b i l i t y  o f t e n  a r e  
r e d u c e d  b y  a t t o r n e y ’ s f e e s .  ( S e e  C h a p t e r  6 )  T h e  
d a t a  o n  l e g a l  e x p e n s e s  a r e  l i m i t e d ,  b u t  i t  is  
e v i d e n t  t h a t  t h e  a d e q u a c y  o f  b e n e f i t s  i s  f u r t h e r  
u n d e r m i n e d  b y  t h e  e f f e c t  o f  t h e s e  f e e s ,  w h i c h  i n  
a l m o s t  e v e r y  S t a t e  a r e  p a i d  b y  t h e  w o r k e r .

W h i l e  w e  r e c o g n i z e  t h a t  n o t  a l l  o f  t h e  d a t a  
t h a t  w o u l d  b e  u s e f u l  t o  e v a l u a t e  t h e  a d e q u a c y  o f  
b e n e f i t s  a r e  a v a i l a b l e ,  n o n e t h e l e s s  t h e r e ,  a r e  
e n o u g h  d a t a  t o  s u p p o r t  a  f i n d i n g  t h a t  t h e  S t a t e s  
a r c  f a i l i n g  t o  m e e t  i n  a  r e s p o n s i b l e  f a s h i o n  t h e  
t r a d i t i o n a l  s t a n d a r d  o f  a  m a x i m u m  w e e k l y  
b e n e f i t  o f  a t  l e a s t  6 6  2 / 3  p e r c e n t  o f  t h e  a v e r a g e  
w e e k l y  w a g e  i n  t h e  S t a t e .  M o r e o v e r ,  t h a t  t r a d i ­
t i o n a l  m a x i m u m  is  t o o  l o w .

A  s t a t u t e  w h i c h  p r o v i d e s  t h a t  a  w o r k e r ’ s 
b e n e f i t  s h a l l  b e  6 6  2 / 3  p e r c e n t  o f  h i s  w a g e s  
s u b j e c t  t o  t h e  S t a t e ’ s m a x i m u m  v / e e k l y  b e n e f i t ,  
c o u p l e d  w i t h  a  m a x i m u m  w e e k l y  b e n e f i t  w h i c h  
i s  6 6  2 / 3  p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  
w a g e ,  m e a n s  t h a t  i n  f a c t  a p p r o x i m a t e l y  h a l f  o f  
t h e  w o r k e r s  i n  a  S t a t e  a r c  g o i n g  t o  r e c e i v e  
b e n e f i t s  t h a t  a r e  l e s s  t h a n  6 6  2 / 3  p e r c e n t  o f

t h e i r  p r e v i o u s  w a g e s .  I t  i s  w r o n g  t o  r e s t r i c t  t h e  
b e n e f i t s  o f  s u c h  a  s u b s t a n t i a l  p r o p o r t i o n  o f  t h e  
w o r k  f o r c e  t h r o u g h  t h e  o p e r a t i o n  o f  t h e  m a x i ­
m u m  w e e k l y  b e n e f i t .
----- 1---------------------- R3.S----------------------------

W e  r e c o m m e n d  t h a t  a s  o f  J u l y  1 ,  1 9 7 3 ,  t h e  
m a x i m u m  w e e k l y  b e n e f i t  f o r  t e m p o r a r y  t o t a l  
d i s a b i l i t y  b e  a t  l e a s t  6 6  2 / 3  p e r c e n t  o f  T i e  
S t a t e ’ s  a v e r a g e  w e e k l y  w a g e ,  a n d  t h a t  a s  o f  J u l y  
1 ,  1 9 7 5 ,  t h e  m a x i m u m  b e  a t  l e a s t  1 0 0  p e r c e n t  
o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e .

B y  1 9 7 5 ,  t h e  m o s t  e x p e n s i v e  p h a s e  o f  o u r  
r e c o m m e n d a t i o n s  f o r  m a x i m u m  b e n e f i t s  w i l l  b e  
o v e r ,  a n d  t h e  S t a t e s  s h o u l d  t h e n  p r o c e e d  t o  
i n c r e a s e  t h e  p r o t e c t i o n  f o r  w o i  : e r s  w i t h  a b o v e -  
a v e r a g e  e a m i n g s .

-----------------------------R3.9-----------------------------

W e  r e c o m m e n d  t h a t  a s  o f  J u l y  1 ,  1 9 7 7 ,  t h e  
m a x i m u m  w e e k l y  b e n e f i t  f o r  t e m p o r a r y  t o t a l  
d i s a b i l i t y  b e  a t  l e a s t  1 3 3  1 / 3  p e r c e n t  o f  t h e  
S t a t e ’ s  a v e r a g e  w e e k l y  w a g e ;  a s  o f  J u l y  1 ,  1 9 7 9 ,  
t h e  m a x i m u m  s h o u l d  b e  a t  l e a s t  1 6 6  2 / 3  p e r c e n t  
o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e ,  a n d  o n  a n d  
a f t e r  J u l y  1 ,  1 9 8 1 ,  t h e  m a x i m u m  s h o u l d  b e  a t  
l e a s t  2 0 0  p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  
w a g e .

------------------------ R3.10------------------------

W e  r e c o m m e n d  t h a t ,  f o r  a l l  m a x i m u m  w e e k l y  
b e n e f i t s ,  t h e  m a x i m u m  b e  l i n k e d  t o  t h e  S t a t e ’ s  
a v e r a g e  w e e k l y  w a g e  f o r  t h e  l a t e s t  a v a i l a b l e  y e a r  
a s  d e t e r m i n e d  b y  t h e  a g e n c y  a d m i n i s t e r i n g  t h e  
S t a t e  e m p l o y m e n t  s e c u r i t y  p r o g r a m .

I n c r e a s i n g  t h e  m a x i m u m s  a c c o r d i n g  t o  
o u r  r e c o m m e n d a t i o n s  is  n o t  o n l y  e s s e n t i a l  t o  
m a k e  b e n e f i t s  e q u i t a b l e  a n d  a d e q u a t e ,  i t  is  
a d m i n i s t r a t i v e l y  a n d  e c o n o m i c a l l y  f e a s i b l e .  
T h i r t e e n  S t a t e s  n o w  h a v e  p r o v i s i o n s  w h i c h  
a u t o m a t i c a l l y  i n c r e a s e  t h e  m a x i m u m  w e e k l y  
b e n e f i t  f o r  t e m p o r a r y  t o t a l  b e n e f i t s  a s  t h e i r  
a v e r a g e  w e e k l y  w a g e  i n c r e a s e s .

F i g u r e  3 . 1  i n d i c a t e s  t h e  a p p r o x i m a t e  c o s t  
o f  m o v i n g  t o  t h e s e  s u c c e s s i v e  i n c r e m e n t s  o f  
m a x i m u m  w e e k l y  b e n e f i t s  w h e n  t h e  m a x i m u m s  
a r e  c o u p l e d  w i t h  t h e  M o d e l  A c t  s t a n d a r d  o f  a  
m i n i m u m  w e e k l y  b e n e f i t ,  e q u a l  t o  2 0  p e r c e n t  o f  
t h e  S t a t e ’ s a v e r a g e  w e e k l y  w a g e  a n d  a  w e e k l y
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d i s a b i l i t y  b e n e f i t  e q u a l  t o  6 6  2 / 3  p e r c e n t  o f  t h e  
w o r k e r ’ s  w e e k l y  w a g e .

F IG U R E  3 .1 . Additional cost o f  increasing maximum 
weekly benefits in workmen's compensation

21%

to
6 6 .7%

to
1 0 0 %

to
13 3.3%

to
166.7%

to
200%

Increase in maximum weekly benefit (expressed 

as percentage of State's average weekly wage)

C a lcu la ted  b y  s ta f f  o f  N a t io n a l C om m iss ion  o n  S ta te  W o rkm en ’ s 
C om pensa tion  Laws w ith  a c tu a ria l techn iques o f  the N a tion a l 
C oun c il on  C om pensa tion  In su ran ce . C a lc u la tio n s  assume 
tha t a w o rk e r ’ s b ene fit is 6 6 .6 7 %  o f  h is w eek ly  wage, sub ject 
to  a m in im um  w eek ly  b e n e fit  eq u a l to  2 0 %  o f  the S tate 's 
average w eek ly  wage and  to  the m ax im um  w eek ly  bene fits 
show n  in the figu re .

C .  P E R M A N E N T  T O T A L  D I S A B I L I T Y  
B E N E F I T S

O n l y  a b o u t  1 0  p e r c e n t  o f  a l l  w o r k m e n ’ s 
c o m p e n s a t i o n  c l a i m s  ( i n c l u d i n g  c l a i m s  p a y i n g  
m e d i c a l  b e n e f i t s  o n l y )  i n v o l v e  i m p a i r m e n t s  s e r i ­
o u s  e n o u g h  t o  q u a l i f y  t h e  w o r k e r s  f o r  p e r m a ­
n e n t  t o t a l  d i s a b i l i t y  o r  p e r m a n e n t  p a r t i a l  b e n e ­
f i t s .  O n l y  a b o u t  1 , 0 0 0  w o r k e r s  e a c h  y e a r  r e c e i v e  
p e r m a n e n t  t o t a l  d i s a b i l i t y  a w a r d s .

A l t h o u g h  n u m e r i c a l l y  l e s s  i m p o r t a n t  t h a n  
t ir e  c l a i m s  i n v o l v i n g  t e m p o r a r y  t o t a l  d i s a b i l i t y  
b e n e f i t s  o r  m e d i c a l  c a r e  o n l y ,  t h e  c l a i m s  i n v o l v ­
i n g  w o r k e r s  w i t h  p e r m a n e n t  i m p a i r m e n t s  p r e ­
s e n t  t h e  m o s t  d i f f i c u l t  c h a l l e n g e s .  T h e s e  c a s e s  
a r e  t h e  m o s t  e x p e n s i v e  i n  t e r m s  o f  b e n e f i t s  p a i d

a n d  s e r v i c e s  p r o v i d e d .  I n  a d d i t i o n ,  t h e  c l a i m a n t s  
p r e s e n t  t h e  g r e a t e s t  p o t e n t i a l  f o r  r e h a b i l i t a ­
t i o n — a  p o t e n t i a l  w h i c h  t o o  o f t e n  i s  u n a p p r e c i ­
a t e d  a n d  u n f u l f i l l e d .

O n e  r e a s o n  f o r  t h e  i n s u f f i c i e n t  a t t e n t i o n  
t o .  r e h a b i l i t a t i o n  i s  t h e  t e n d e n c y  t o  v i e w  w o r k ­
m e n ’ s  c o m p e n s a t i o n  p r i m a r i l y  i n  t e r m s  o f  p a y ­
m e n t  o f  c a s h  b e n e f i t s .  I n  s o m e  S t a t e s  v i r t u a l l y  
a l l  t h a t  h a p p e n s  i s  t h a t  a  w o r k e r  i s  i n j u r e d ,  
i n s p e c t e d ,  a n d  i n d e m n i f i e d .  S u c h  a  p o l i c y  i s  
u n s a t i s f a c t o r y  a n d  i n h u m a n e ,  a n d  i n  C h a p t e r s  4  
a n d  6  w e  s p e l l  o u t  p r o c e d u r e s  w h i c h  s h o u l d  
i n s u r e  t h a t  w o r k e r s  w i t h  s e r i o u s  i m p a i r m e n t s  
w i l l  r e c e i v e  n e e d e d  m e d i c a l  a n d  r e h a b i l i t a t i o n  
s e r y i c e s  u n d e r  t h e  c l o s e  s u p e r v i s i o n  a n d  c a r e f u l  
a t t e n t i o n  o f  t h e  S t a t e  w o r k m e n ’ s  c o m p e n s a t i o n  
a g e n c y .  W e  s t r e s s  t h e s e  r e s t o r a t i v e  a s p e c t s  o f  a  
m o d e m  w o r k m e n ’ s c o m p e n s a t i o n  p r o g r a m  b e ­
c a u s e  w e  d o  n o t  w i s h  o u r  d i s c u s s i o n  o f  c a s h  
b e n e f i t s  f o r  s e r i o u s  i m p a i r m e n t s  t o  d i v e r t  a t t e n ­
t i o n  f r o m  o u r  g o a l  o f  a n  i n t e g r a t e d  a n d  c o m p r e ­
h e n s i v e  s e t  o f  s e r v i c e s  f o r  w o r k e r s  w i t h  s e r i o u s  
i m p a i r m e n t s .

L e g a l  D e f i n i t i o n

P e r m a n e n t  t o t a l  d i s a b i l i t y  b e n e f i t s  s h o u l d  
b e  p a i d  t o  a  w o r k e r  w h o  e x p e r i e n c e s  a  w o r k -  
r e l a t e d  i n j u r y  o r  d i s e a s e  w h i c h  l e a d s  t o  a  
p e r m a n e n t  i m p a i r m e n t  t h a t  m a k e s  i t  i m p o s s i b l e

f o r  h i m  t o  e n g a g e  i n  a n y  s u b s t a n t i a l  g a i n f u l  
a c t i v i t y  f o r  a  p r o l o n g e d  p e r i o d .  I f  a  w o r k e r  e a r n s  
i n c o m e  s u b s e q u e n t  t o  h i s  i n j u r y ,  h e  m a y  b e  
e l i g i b l e  f o r  t h e  p e r m a n e n t  p a r t i a l  d i s a b i l i t y  
b e n e f i t s  d e s c r i b e d  l a t e r  i n  t h i s  c h a p t e r .

O u r  r e c o m m e n d a t i o n s  f o r  i m p r o v e m e n t s  
i n  t h e  l e v e l  a n d  e x t e n t  o f  p e r m a n e n t  t o t a l  
d i s a b i l i t y  b e n e f i t s  a s s u m e  t h a t  t h e  i m p r o v e m e n t s  
w i l l  b e  a p p l i e d  o n l y  t o  t h o s e  w h o  t r u l y  a r e  
p e r m a n e n t l y  a n d  t o t a l l y  d i s a b l e d .  A  f e w  j u r i s d i c ­
t i o n s ,  h o w e v e r ,  u s e  d e f i n i t i o n s  o f  p e r m a n e n t  
t o t a l  d i s a b i l i t y  w h i c h  p e r m i t  s u c h  a w a r d s  t o  
i m p a i r e d  w o r k e r s  w h o  r e t a i n  s u b s t a n t i a l  w a g e  
e a r n i n g  c a p a c i t y .

* R3.1 1-

W e  r e c o m m e n d  t h a t  t h e  d e f i n i t i o n  o f  p e r m a n e n t  
t o t a l  d i s a b i l i t y  u s e d  i n  m o s t  S t a t e s  b e  r e t a i n e d .  
H o w e v e r ,  i n  t h o s e  f e w  S t a t e s  w h i c h  p e r m i t  t i r e  
p a y m e n t  o f  p e r m a n e n t  t o t a l  d i s a b i l i t y  b e n e f i t s  
t o  w o r k e r s  w h o  r e t a i n  s u b s t a n t i a l  e a r n i n g  c a p a c ­
i t y ,  w e  r e c o m m e n d  t h a t  o u r  b e n e f i t  p r o p o s a l s  b e
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a p p l i c a b l e  o n l y  t o  t h o s e  c a s e s  w h i c h  m e e t  t h e  
t e s t  o f  p e r m a n e n t  t o t a l  d i s a b i l i t y  u s e d  i n  m o s t  
S t a t e s .

P r o p o r t i o n  o f  L o s t  R e m u n e r a t i o n  
t o  b e  R e p l a c e d

T h e  t r a d i t i o n a l  b e n e f i t  f o r  p e r m a n e n t  
t o t a l  d i s a b i l i t y  r e p l a c e s  t w o - t h i r d s  o f  t h e  w o r k ­
e r ’ s  w a g e s ,  s u b j e c t  t o  m i n i m u m  a n d  m a x i m u m  
w e e k l y  b e n e f i t s .  T h e  M o d e l  A c t ’ s  a l t e r n a t i v e  
f o r m u l a  e n c o m p a s s e s  t h i s  t r a d i t i o n a l  v i e w .  T h e  
M o d e l  A c t  a l s o  p r o v i d e s  a  m e t h o d  f o r  a u t o m a t i ­
c a l l y  i n c r e a s i n g  t h e  b e n e f i t s  o f  a  t o t a l l y  d i s a b l e d  
w o r k e r  a s  t h e  a v e r a g e  w e e k l y  w a g e  i n  t h e  S t a t e  
i n c r e a s e s .  ( S e e  S e c t i o n  2 1  o f  t h e  M o d e l  A c t )

M o s t  S t a g e s  s p e c i f y  a n  a d e q u a t e  p e r c e n t ­
a g e  o f  l o s t  w a g e s  t o  b e  r e p l a c e d  f o r  a  t o t a l l y  
d i s a b l e d  w o r k e r ,  a l t h o u g h  o n l y  f i v e  n o w  p r o v i d e  
f o r  a u t o m a t i c  i n c r e a s e s  i n  b e n e f i t s  a s  t h e  S t a t e ’ s 
a v e r a g e  w e e k l y  w a g e  i n c r e a s e s .

R3.12-

W e  r e c o m m e n d  t h a t ,  s u b j e c t  t o  t h e  S t a t e ’ s  
m a x i m u m  w e e k l y  b e n e f i t ,  p e r m a n e n t  t o t a l  d i s ­
a b i l i t y  b e n e f i t s  b e  a t  l e a s t  6 6  2 / 3  p e r c e n t  o f  t h e  
w o r k e r ’ s  g r o s s  w e e k l y  w a g e .

R3.14

W e  r e c o m m e n d  t h a t  I ' l e n e f i c i a r i e s  i n  p e r m a n e n t  
t o t a l  d i s a b i l i t y  c a s e s  h a v e  t h e i r  b e n e f i t s  i n ­
c r e a s e d  t h r o u g h  t u n e  i n  t h e  s a m e  p r o p o r t i o n  a s  
i n c r e a s e s  i n  t h e  S t a t e ’s  a v e r a g e  w e e k l y  w a g e .

M a x i m u m  W e e k l y  B e n e f i t

L i k e  m a x i m u m  t e m p o r a r y  t o t a l  b e n e f i t s ,  
t h e  m a x i m u m  w e e k l y  b e n e f i t s  f o r  p e r m a n e n t  
t o t a l  d i s a b i l i t y  a r e  s e r i o u s l y  d e f i c i e n t  i n  c e r t a i n  
S t a t e s .  T a b l e  3 . 7  i n d i c a t e s  t h e  r e l a t i o n s h i p  o f  
t h e  m a x i m u m  b e n e f i t s  f o r  p e r m a n e n t  t o t a l  
d i s a b i l i t y  t o  a v e r a g e  w a g e s  i n  t h e  v a r i o u s  j u r i s ­
d i c t i o n s  i n  1 9 7 2 .

TABLE  3.7 Maximum weekly benefits ;or permanent 
total disability as a percentage o f  average weekly wages: 
distribution o f  jurisdictions, 1 972

(

Percentage
States

(50!

Other

"States"
(6)*

Federal

(2)

75% or more 4 NA 1

66.7/74.9% 6 NA o
60/66.6% 4 NA 0

50/59.9% 11 NA 0

Less than 50% ?5 . 2 1

A f t e r  a  t r a n s i t i o n  p e r i o d ,  o u r  p r e f e r r e d  
f o r m u l a  ( R . 3 . 1 3 )  s h o u l d  b e  u s e d .

•R3.13-

W c  r e c o m m e n d  t h a t ,  s u b j e . t  t o  t h e  S t a t e ’ s  
m a x i m u m  w e e k l y  b e n e f i t ,  p e r m a n e n t  t o t a l  d i s ­
a b i l i t y  b e n e f i t s  b e  a t  l e a s t  8 0  p e r c e n t  o f  t h e  
w o r k e r ’ s  s p e n d a b l e  w e e k l y  e a m i n g s .  T h i s  f o r m ­
u l a  s h o u l d  b e  u s e d  a s  s o o n  a s  f e a s i b l e  o r ,  i n  a n y  
c a s e ,  a s  s o o n  a s  t h e  m a x i m u m  w e e k l y  b e n e f i t  i n  
d i e  S t a t e  e x c e e d s  1 0 0  p e r c e n t  o f  t h e  S t a t e ’ s  
a v e r a g e  w e e k l y  w a g e .

A  d e p e n d e n t s ’  a l l o w a n c e  m a y  b e  a p p r o ­
p r i a t e  i n  a d d i t i o n  t o  t h e  b e n e f i t s  b a s e d  o n  g r o s s  
w e e k l y  w a g e s ,  b u t  is  n o t  a p p r o p r i a t e  i n  a d d i t i o n  
t o  t h e  b e n e f i t s  b a s e d  o n  s p e n d a b l e  e a m i n g s .

P r o t e c t i o n  a g a i n s t  e r o s i o n  i n  t h e  v a l u e  o f  
d i e  b e n e f i t s  m u s t  b e  p r o v i d e d  f o r  c l a i m a n t s  w i t h  
l o n g - t e r m  d i s a b i l i t y  c a s e s .

•  A verage wage data n o t  ava ilab le  fo r  fo u r  " S ta te s ."
See T ab le  2 .3  f o r  e x p la n a to ry  no tes .

T h e  m a x i m u m  w e e k l y  b e n e f i t s  i n  m o s t  
S t a t e s  a r e  i n a d e q u a t e ,  a n d  t h e  c o n s i d e r a b l e  
v a r i a t i o n  a m o n g  t h e  S t a t e s  i n  t h e  r e l a t i o n s h i p  o f  
d i e  m a x i m u m s  t o  t h e  S t a t e  a v e r a g e  w e e k l y  w a g e  
i n d i c a t e s  c o n s i d e r a b l e  i n e q u i t y .

-R3.J5-

W e  r e c o m m e n d  t h a t  a s  o f  J u l y  1 ,  1 9 7 3 ,  t h e  
m a x i m u m  w e e k l y  b e n e f i t  f o r  p e r m a n e n t  t o t a l  
d i s a b i l i t y  b e  a t  l e a s t  6 6  2 / 3  p e r c e n t  o f  t h e  
S t a t e ’ s  a v e ,  a g e  w e e k l y  w a g e ,  a n d  t h a t  a s  o f  J u l y  
I ,  1 9 7 5 ,  t h e  m a x i m u m  b e  a t  l e a s t  1 0 0  p e r c e n t  
o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e .

■ R3.1 6 •

W e  r e c o m m e n d  t h a t  a s  o f  J u l y  1 ,  1 9 7 7 ,  t h e  
m a x i m u m  w e e k l y  b e n e f i t  f o r  p e r m a n e n t  t o t a l  /  j 
d i s a b i l i t y  b e  a t  l e a s t  1 3 3  1 / 3  p e r c e n t  o f  d i e  * -
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S t a t e ’ s  a v e r a g e  w e e k l y  w a g e ;  a s  o f  J u l y  1 ,  1 9 7 9 ,  
t h e  m a x i m u m  s h o u l d  b e  a t  l e a s t  1 6 6  2 / 3  p e r c e n t  
o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  w a g e ;  a n d  o n  a n d  
a f t e r  J u l y  1 ,  1 9 8 1 ,  t h e  m a x i m u m  s h o u l d  b e  a t  
l e a s t  2 0 0  p e r c e n t  o f  t h e  S t a t e ’ s  a v e r a g e  w e e k l y  
w a g e .

T h e s e  m a x i m u m s  s h o u l d  b e  l i n k e d  t o  t h e  
S t a t e ’ s  a v e r a g e  w e e k l y  w a g e  a s  d e f i n e d  i n  r e c o m ­
m e n d a t i o n  3 . 1 0 .

D u r a t i o n  o f  P e r m a n e n t  T o t a l  
B e n e f i t s

P e r m a n e n t  t o t a l  b e n e f i t s  s h o u l d  b e  p a i d  
f o r  t h e  e n t i r e  p e r i o d  o f  d i s a b i l i t y  o r  f o r  l i f e ,  
a c c o r d i n g  t o  t h e  r e c o m m e n d a t i o n  p u b l i s h e d  b y  
t h e  D e p a r t m e n t  o f  L a b o r  a n d  t h e  M o d e l  A c t .  
T h e r e  s h o u l d  b e  n o  l i m i t s  o f  t i m e  o r  t o t a l  d o l l a r  
a m o u n t  o n  p e r m a n e n t  t o t a l  b e n e f i t s .

T a b l e  3 . 8  i n d i c a t e s  t h e  e x t e n t  o f  c o m p l i ­
a n c e  w i t h  t h e s e  r e c o m m e n d a t i o n s .  I>: i s  d i s ­
t r e s s i n g  t o  n o t e  t h a t  1 9  S t a t e s  i n  1 9 7 2  d i d  n o t  
m e e t  t h e  s t a n d a r d .  I n  1 5  S t a t e s ,  a  t o t a l l y  
d i s a b l e d  w o r k e r  c a n  r e c e i v e  b e n e f i t s  f o r  a  
m a x i m u m  p e r i o d  o f  l e s s  t h a n  1 0  y e a r s .  I n  1 1  
S t a t e s ,  o f t e n  t h e  s a m e  S t a t e s  w i t h  m a x i m u r l i  
l i m i t s  o n  d u r a t i o n ,  t h e  m o s t  a  t o t a l l y  d i s a b l e d  
w o r k e r  c a n  r e c e i v e  i n  b e n e f i t s  i s  l e s s  t h a n  
5 2 5 , 0 0 0 .  T h i s  a m o u n t  i s  l e s s  t h a n  t h e  a v e r a g e  
A m e r i c a n  w o r k e r  e a r n s  i n  f o u r  y e a r s  o f  f u l l - t i m e  
w o r k .

TABLE  3 .8 . Jurisdictions with compensation fo r  
permanent total disability payable fo r  li fe or period 
o f  disability

n e e d  f o r  l o n g - t e r m  s u p p o r t  f r o m  w o r k m e n ’ s 
c o m p e n s a t i o n .

-R3.17-

Year
Stater

(50)

Other
"Sta’cr"

(0

Federal

(2)

1946 16 0 1

I960 26 1 1
1966 30 2 \l
1972 31 3

See T ab le  2 .3  f o r  e x p la n a to ry  n o ie i .

T h e s e  l i m i t a t i o n s  o n  p e r m a n e n t  t o t a l  
b e n e f i t s  a r e  i n e x c u s a b l e  i n  a  m o d e m  w o r k m e n ' s  
c o m p e n s a t i o n  p r o g r a m .  T h e  w o r k e r  w i t h  a  
p e r m a n e n t  t o t a l  d i s a b i l i t y  p r e s e n t s  a  c o m p e l l i n g

W e  r e c o m m e n d  t h a t  t o t a l  d i s a b i l i t y  b e n e f i t s  b e  
p a i d  f o r  t h e  d u r a t i o n  o f  t h e  w o r k e r ’ s  d i s a b i l i t y ,  
o r  f o r  l i f e ,  w i t h o u t  a n y  l i m i t a t i o n s  a s  t o  d o l l a r  
a m o u n t  o r  t i m e .

T h i s  r e c o m m e n d a t i o n  i s  p r i m a r i l y  r e l e v a n t  
f o r  p e r m a n e n t  t o t a l  d i s a b i l i t y  b e n e f i t s ,  b u t  a l s o  
i s  a p p l i c a b l e  t o  t e m p o r a r y  t o t a l  d i s a b i l i t y  b e n e ­
f i t s ,  w h i c h  a r e  o f  l i m i t e d  d u r a t i o n  o r  a m o u n t  i n  
s o m e  S t a t e s .

R e l a t i o n s h i p  o f  P e r m a n e n t  T o t a l  
B e n e f i t s  t o  O t h e r  P r o g r a m s

A  p e r m a n e n t l y  a n d  t o t a l l y  d i s a b l e d  
w o r k e r  w h o  i s  r e c e i v i n g  w o r k m e n ’ s c o m p e n s a ­
t i o n  b e n e f i t s  o f t e n  i s  e l i g i b l e  f o r  p a y m e n t s  f r o m  
o t h e r  p r o g r a m s .  T h e  m o s t  i m p o r t a n t  a d d i t i o n a l  
p u b l i c  b e n e f i t  is  p r o v i d e d  u n d e r  t h e  S o c i a l  
S e c u r i t y  p r o g r a m  ( O A S D H 1 ) .  A l t h o u g h  i t  i s  n o t  
k n o w n  h o w  m a n y  w o r k m e n ’ s  c o m p e n s a t i o n  
b e n e f i c i a r i e s  a r c  e l i g i b l e  f o r  b e n e f i t s  u n d e r  
S o c i a l  S e c u r i t y ,  a  r o u g h  i d e a  c a n  b e  g l e a n e d  
f r o m  a w a r d s  d a t a .  I n  r e c e n t  y e a r s  t h e r e  h a v e  
b e e n  a b o u t  1 , 0 0 0  p e r m a n e n t  t o t a l  a n d  3 5 , 0 0 0  
m a j o r  p e r m a n e n t  p a r t i a l  d i s a b i l i t y  a w a r d s  
a n n u a l l y  u n d e r  w o r k m e n ' s  c o m p e n s a t i o n .  I n  
1 9 6 8  a b o u t  1 1 , 0 0 0  w o r k e r s  r e c e i v i n g  p e r m a n e n t  
d i s a b i l i t y  b e n e f i t s  f r o m  S o c i a l  S e c u r i t y  h a d  
t h e s e  b e n e f i t s  r e d u c e d  b e c a u s e  t h e y  w e r e  r e c e i v ­
i n g  w o r k m e n ' s  c o m p e n s a t i o n  b e n e f i t s .  I t  i s  
e s t i m a t e d  t h a t  p e r h a p s  a n o t h e r  2 , 0 0 0  t o  4 , 0 9 0  
w e r e  r e c e i v i n g  b o t h  b e n e f i t s ,  b u t  w e r e  n o t  
s u b j e c t  t o  t h e  o f f s e t  b e c a u s e  t h e i r  c o m b i n e d  
w o r k m e n ’ s  c o m p e n s a t i o n  a n d  S o c i a l  S e c u r i t y  
b e n e f i t s  w e r e  l e s s  t h a n  8 0  p e r c e n t  o f  t h e i r  
f o r m e r  w a g e .  I t  t h u s  a p p e a r s  l i k e l y  t h a t  m o s t  
s e r i o u s l y  d i s a b l e d  w o r k e r s  r e c e i v i n g  w o r k m e n ’ s 
c o m p e n s a t i o n  b e n e f i t s  a r e  n o t  r e c e i v i n g  S o c i a l  
S e c u r i t y  b e n e f i t s .

P r i v a t e  s u p p l e m e n t s  a l s o  a r c  a v a i l a b l e  t o  
s o m e  w o r k e r s .  P e r h a p s  t h r e e - f o u r t h s  o f  t h e  3 0  
m i l l i o n  A m e r i c a n  w o r k e r s  i n  p r i v a t e  i n d u s t r y  
c o v e r e d  b y  r e t i r e m e n t  p l a n s  m a y  r e c e i v e  b e n e f i t s  
i f  t h e y  b e c o m e  d i s a b l e d .  H o w e v e r ,  v e s t i n g  l i m i ­
t a t i o n s  a n d  a g e  a n d  s e r v i c e  r e q u i r e m e n t s  l i m i t  
t h e  n u m b e r  o f  t h e s e  w o r k e r s  w h o  a r c  e l i g i b l e .  
T h i s  f o r m  o f  p r o t e c t i o n ,  l i k e  o t h e r  p r i v a t e
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s u p p l e m e n t s ,  v a r i e s  b y  i n d u s t r i a l  s e c t o r ,  s i z e  o f  
f i r m ,  u n i o n  s t a t u s ,  a n d  o t h e r  f a c t o r s .  M o s t  
m a n u f a c t u r i n g  w o r k e r s ,  b u t  o n l y  a b o u t  o n e -  
t h i r d  o f  r e t a i l - t r a d e  w o r k e r s ,  h a v e  p e n s i o n  p l a n s  
w i t h  d i s a b i l i t y  b e n e f i t s .

A n o t h e r  t y p e  o f  b e n e f i t  a v a i l a b l e  f o r  
p e r m a n e n t  t o t a l  d i s a b i l i t y  i n  p r i v a t e  i n d u s t r y  is  
g r o u p  l o n g - t e r m  d i s a b i l i t y  i n s u r a n c e .  T h i s  p l a n  
h a s  f e w  e l i g i b i l i t y  r e s t r i c t i o n s  b u t  i s  o f f e r e d  
m a i n l y  t o  s a l a r i e d  w o r k e r s .  ( A  r e c e n t  s u r v e y  o f  
l e a d i n g  f i r m s  s h o w e d  m o r e  t h a n  h a l f  o f  s a l a r i e d  
w o r k e r s  b u t  l i t t l e  m o r e  t h a n  a  f o u r t h  o f  h o u r l y  
w o r k e r s  a r e  c o v e r e d  b y  l o n g - t e r m - d i s a b i l i t v  
p l a n s . )

I n  t h e  a g g r e g a t e ,  s u p p l e m e n t s  t o  w o r k ­
m e n ’ s  c o m p e n s a t i o n  p e r m a n e n t  t o t a l  d i s a b i l i t y  
b e n e f i t s  a r e  p r o b a b l y  s u b s t a n t i a l ,  b u t  t h e i r  
a v a i l a b i l i t y  d i f f e r s  g r e a t l y  a m o n g  a n d  w i t h i n  
f i r m s .  S u p p l e m e n t s  a r e  m o r e  p r e v a l e n t  i n  l a r g e  
t h a n  i n  s m a l l  f i r m s ,  a n d  i n  u n i o n i z e d  t h a n  i n  
n o n u m o n i z e d  f i r m s .  R e l i a n c e  o n  s u p p l e m e n t s  
m a y  o n l y  e x a g g e r a t e  t h e  i n e q u i t y  o f  t h e  t r e a t ­
m e n t  o f  p e r m a n e n t l y  a n d  t o t a l l y  d i s a b l e d  
w o r k e r s .

B e c a u s e  o f  t h e  n u m e r o u s  p o s s i b l e  s o u r c e s  
o f  b e n e f i t s  f o r  p e r m a n e n t l y  a n d  t o t a l l y  d i s a b l e d  
w o r k e r s  a n d  t h e  s u b s t a n t i a l  i n e q u i t i e s  w h i c h  c a n  
o c c u r  i f  t h e  b e n e f i t s  w e  h a v e  r e c o m m e n d e d  f o r  
w o r k m e n ’ s c o m p e n s a t i o n  a r c  d u p l i c a t e d  b y  
b e n e f i t s  f r o m  o t h e r  p r o g r a m s ,  w e  b e l i e v e  t h a t  
c o o r d i n a t i o n  is  n e c e s s a r y .  C o o r d i n a t i o n  i s  e s s e n ­
t i a l  a l s o  b e c a u s e  t h e  g e n e r a l  a v a i l a b i l i t y  o f  
p r o g r a m s  f o r  t o t a l l y  > ‘ s a b l e d  w o r k e r s  i n  a d d i ­
t i o n  t o  w o r k m e n ’ s  c o m p e n s a t i o n  m a y  h a v e  
u n d e r c u t  t h e  s e n s e  o f  u r g e n c y  c o n c e r n i n g  t h e  
n e e d  f o r  i n c r e a s e s  i n  w o r k m e n ’ s  c o m p e n s a t i o n  
b e n e f i t s .  U n f o r t u  '•'** d y ,  m a n y  w o r k e r s  h a v e  
p r o b a b l y  s u f f e r e d  a s  a c o n s e q u e n c e  o f  t h e  l a c k  
o f  u r g e n c y  b e c a u s e . ' r r  t h e m ,  w o r k m e n ’ s  c o m ­
p e n s a t i o n  w a s  t h e  s ^ l e  o r  p r i m a r y  s o u r c e  o f  
p r o t e c t i o n  w h e n  t h e y  b e c a m e  t o t a l l y  d i s a b l e d .  
O n l y  i f  w o r k m e n ’ s  c o m p e n s a t i o n  i s  c o o r d i n a t e d  
w i t h  o t h e r  p r o g r a m s  c a n  t h e r e  b e  a s s u r a n c e  t h a t  
t h e  s u b s t a n t i a l  w o r k m e n ’ s c o m p e n s a t i o n  b e n e ­
f i t s  n e c e s s a r y  t o  p r o t e c t  t h o s e  w o r k e r s  w h o  r e l y  
o n  t h e  p r o g r a m  f o r  p r i m a r y  p r o t e c t i o n  w i l l  n o t  
p r o v i d e  u n n e c e s s a r y  s u p p o r t  t o  o t h e r  w o r k e r s  
w i t h  m u l t i p l e  s o u r c e s  o f  p r o t e c t i o n .

T h e  m o s t  o b v i o u s  n e e d  f o r  c o o r d i n a t i o n  
i n v o l v e s  t ir e  d i s a b i l i t y  i n s u r a n c e  p r o g r a m  o f  
S o c i a l  S e c u r i t y  a n d  w o r k m e n ' s  c o m p e n s a t i o n .

W e  r e c o m m e n d  t h a t ,  p r o v i d e d  o u r  o t h e r  r e c o m ­
m e n d a t i o n s  f o r  p e r m a n e n t l y  t o t a l  d i s a b i l i t y  
b e n e f i t s  a r e  a d o p t e d  b y  t h e  S t a t e s ,  t h e  D i s a b i l i t y  
I n s u r a n c e  p r o g r a m  o f  S o c i a l  S e c u r i t y  c o n t i n u e  
t o  r e d u c e  p a y m e n t s  f o r  t h o s e  w o r k e r s  r e c e i v i n g  
w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s .

----------------------------------------------R3.1 B------------------------------------------------

W e  b e l i e v e  a l s o  t h a t  i t  i s  a p p r o p r i a t e  t o  
i n t e g r a t e  w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  w i t h  
o t h e r  b e n e f i t s  p r o v i d e d  b y  a n  e m p l o y e r .  A s  i n  
t h e  p a s t ,  w e  b e l i e v e  t h a t  e m p l o y e r s  a n d  o t h e r  
i n t e r e s t e d  p a r t i e s ,  s u c h  a s  u n i o n s ,  s h o u l d  b e  f r e e  
t o  d e v e l o p  p r o v i s i o n s  w h i c h  e i t h e r  s u p p l e m e n t  
w o r k m e n ’ s  c o m p e n s a t i o n  b e n e f i t s  o r  r e d u c e  
r e t i r e m e n t  o r  d i s a b i l i t y  b e n e f i t s  p a i d  f o r  b y  t h e  
e m p l o y e r  i n  t h e  p r e s e n c e  c f  w o r k m e n ’ s  c o m p e n ­
s a t i o n  b e n e f i t s .

D .  P E R M A N E N T  P A R T I A L  B E N E F I T !

A  w o r k e r  w h o  e x p e r i e n c e s  a n  i m p a i r m e n t  
b e c a u s e  o f  a  w o r k - r e l a t e d  i n j u r y  o r  d i s e a s e ,  b u t  
w h o  i s  n o t  t o t a l l y  d i s a b l e d ,  m a y  b e  c l i g i L i e  f o r  
p e r m a n e n t  p a r t i a l  b e n e f i t s .  P e r m a n e n t  p a r t i a l  
c a s e s  a r e  t h e  m o s t  e x p e n s i v e  p o r t i o n  o f  t h e  
w o r k m e n ’ s  c o m p e n s a t i o n  p r o g r a m :  c a s h  b e n e ­
f i t s  a n d  m e d i c a l  c a r e  i n  p e r m a n e n t  p a r t i a l  c a s e s  
a c c o u n t  f o r  m o r e  t h a n -  S C  p e r c e n t  o f  a l l  
p a y m e n t s .

P e r m a n e n t  p a r t i a l  b e n e f i t s  a r e  a l s o  t h e  
m o s t  c o n t r o v e r s i a l  a n d  c o m p l e x  a s p e c t  o f  w o r k -  

" m e n ' s  c o m p e n s a t i o n .  W e  v** ; c  i m p r e s s e d  d u r i n g  
o u r  h e a r i n g s  a n d  m e e t i n g s  v n a t  f o r  n o  o t h e r  c l a s s  
o f  b e n e f i t s  a r c  t h e r e  m o r e  v a r i a t i o n s  a m o n g  t h e  
S t a t e s  o r  m o r e  d i v e r g e n c e  b e t w e e n  s t a t u t e s  a n d  
p r a c t i c e s .

O n e  e l e m e n t  i n  t h e  v a r i a t i o n s  i s  t h e  
r e l a t i v e  i m p o r t a n c e  o f  c a s h  b e n e f i t s  f o r  m i n o r  
p e r m a n e n t  p a r t i a l  c a s e s .  S u c h  b e n e f i t s  r e p r e s e n t  
l e s s  t h a n  1 0  p e r c e n t  o f  a l l  p a y m e n t s  i n  f o u r  
S t a t e s ,  b u t  r e p r e s e n t  m o r e  t h a n  3 0  p e r c e n t  i n  

o u r  o t h e r s .  ( T a b l e  3 . 9 )
T h e  i m b a l a n c e  i n  t h e  i m p o r t a n c e  o f  p e r ­

m a n e n t  p a r t i a l  b e n e f i t s  a m o n g  t h e  S t a t e s  i s  
a c c e n t u a t e d  b y  t h e  a p p a r e n t  p a r a d o x  t h a t  s o m e  
S t a t e s  w i t h  a n  u n u s u a l l y  h i g h  p r o p o r t i o n  o f  
t o t a l  b e n e f i t s  p a i d  f o r  p e r m a n e n t  p a r t i a l  b e n e f i t s  
a l s o  h a v e  u n u s u a l l y  l o w  m a x i m u m  w e e k l y  b e n e ­
f i t s  f o r  t h e  c a t e g o r y .  N e w  J e r s e y  e x p e n d s  o v e r  
3 5  p e r c e n t  o f  a l l  b e n e f i t  p a y m e n t s  o n  m i n o r



TABLE  3.9 Distribution o f 4 4  States and tl'ie District 
o f  Columbia according to  cash benafits paid fo r  minor 
permanent partial impairments as a percentage o f  their 
tota l outlays fo r  workmen's compensation benefits, 1 970

Indemnity Number of States

Less iiian 10% 5

10/14.9% 9

15/19.9% 11

20/24.9% 10

25/29.9% G

30% or morn
4  . ,

p e r m a n e n t  p a r t i a l  c a s e s  e v e n  t h o u g h  i t s  m a x i ­
m u m  w e e k l y  b e n e f i t  f o r  p e r m a n e n t  p a r t i a l  ( S 4 0 )  
i s  f a r  b e l o w  t h e  m a x i m u m  f o r  o t h e r  c l a s s e s  o f  
b e n e f i t s  ( S 1 0 1 ) .

A  p o s s i b l e  e x p l a n a t i o n  o f  t h e s e  i m b a l ­
a n c e s  i s  t h a t  t h e  e v a l u a t i o n  o f  t h e  e x t e n t  o f  
d i s a b i l i t y  i n  p e r m a n e n t  p a r t i a l  c a s e s  p e r m i t s  
c o n s i d e r a b l e  d i s c r e t i o n  f o r  d e c i s i o n  m a k e r s ,  i n ­
c l u d i n g  a g e n c y  a d j u d i c a t o r s  a n d  c o u r t s .  I n  s o m e  
S t a t e s ,  o f f i c i a l s  a p p a r e n t l y  h a v e  s t r e t c h e d  t h e  
r u l e s  o u t  o f  s y m p a t h y  f o r  c l a i m a n t s  w i t h  p e r m a ­
n e n t  p a r t i a l  i n j u r i e s .  O c c a s i o n a l l y ,  b e c a u s e  t h e  
s t a t u t o r y  b e n e f i t s  w e r e  s o  l o w ,  e v e r y  e f f o r t  w a s  
m a d e  t o  p a y  t h o s e  b e n e f i t s  f r e e l y  b y ,  f o r  
' x a m p l e ,  e v a l u a t i n g  t h e  e x t e n t  o f  i m p a i r m e n t  
l i b e r a l l y .  H o w e v e r ,  b e c a u s e  o f  t h e  f r e q u e n c y  o f  
m i n o r  i n j u r i e s ,  t h e  c u m u l a t i v e  a m o u n t  o f  
p a y m e n t s  w a s  s u b s t a n t i a l .

F o r  t h e s e  a n d  p o s s i b l y  o t h e r  r e a s o n s ,  t h e  
t o t a l  c o s t  a n d  t h e *  i m b a l a n c e  o f  p e r m a n e n t  
p a r t i a l  b e n e f i t s  t e n d  t o  u n d e r m i n e  t h e  e n t i r e  
w o r k m e n ’ s c o m p e n s a t i o n  p r o g r a m .  E m p l o y e r s ,  
d i s t u r b e d  b y  w h a t  t h e y  c o n s i d e r  e x c e s s i v e  p a y ­
m e n t s  f o r  m i n o r  i n j u r i e s ,  h a v e  r e f u s e d  t o  
s u p p o r t  g e n e r a l  i n c r e a s e s  i n  b e n e f i t s .  L a b o r  
s p o k e s m e n  o p p o s e  s u r r e n d e r  o f  t h e  s u b s t a n t i a l  
a w a r d s  f o r  m i n o r  i n j u r i e s  b e c a u s e  t h e y  f e a r  t h a t  
a n y  g e n e r a l  b e n e f i t  i n c r e a s e s  g i v e n  i n  e x c h a n g e  
w o u l d  s o o n  b e  e r o d e d  b y  t h e  p a s s a g e  o f  t i m e  
a n d  t h e  a s s a u l t  o f  i n f l a t i o n .  T h e  r e s u l t  o f  t h i s  
s t a n d - o f f  h a s  t o o  o f t e n  b e e n  t h e  p e r m a n e n t  
i m p a i r m e n t  o f  r e f o r m  e f f o r t s  o t h e r  t h a n  i n c o n ­
s e q u e n t i a l  o r  b i z a r r e  s t a t u t o r y  a m e n d m e n t s ,  
s u c h  a s  N e w  J e r s e y ' s  d i f f e r e n t i a t i o n  b e t w e e n  
m a x i m u m  b e n e f i t s  f o r  p e r m a n e n t  p a r t i a l  c l a i m s  
a n d  m a x i m u m s  f o r  o t h e r  c l a s s e s  o f  b e n e f i t s .

W e  b e l i e v e  t h e  S t a t e s  m u s t  b r e a k  t h e  
l o g - j a m  b a r r i n g  g e n e r a l  r e f o r m  p o s e d  b y  t h e

i m b a l a n c e s  o f  p e r m a n e n t  p a r t i a l  b e n e f i t s .  
W o r k e r s  w i t h  t r u l y  s e r i o u s  i n j u r i e s  s u f f e r ,  w h i l e  
e m p l o y e r s  b e a r  t h e  c o s t s  o f  e x t r a v a g a n t  a w a r d s  
f o r  m i n o r  i n j u r i e s .

A  b o l d  a n d  s u b s t a n t i a l  r e f o r m  o f  p e r m a ­
n e n t  p a r t i a l  b e n e f i t s  i s  n e c e s s a r y .  I n d e e d ,  t h e r e  
i s  n o  m o r e  p r e s s i n g  a n d  f u n d a m e n t a l  i s s u e  
c o n f r o n t i n g  w o r k m e n ’ s  c o m p e n s a t i o n .  N o n e t h e ­
l e s s ,  w e  h a v e  c o n c l u d e d  t h a t  t h e  i s s u e  i s  s o  
i n t r a c t a b l e  t h a t  w e  w o u l d  d o  a  d i s s e r v i c e  t o  
m a k e  p r e c i s e  r e c o m m e n d a t i o n s  f o r  t h e  r e s t r u c ­
t u r i n g  o f  p e r m a n e n t  p a r t i a l  b e n e f i t s  o n  t h e  b a s i s  
o f  t h e  t i m e  f o r  a n a l y s i s  t h a t  w a s  a v a i l a b l e  t o  u s .

-------------------------- R3.19---------------------------

W e  r e c o m m e n d  t h a t  e a c h  S t a t e  u n d e r t a k e  a  
t h o r o u g h  e x a m i n a t i o n  o f  p e r m a n e n t  p a r t i a l  
b e n e f i t s  a n d  t h a t  t h e  F e d e r a l  g o v e r n m e n t  s p o n ­
s o r  a  c o m p r e h e n s i v e  r e v i e w  o f  p r e s e n t  a n d  
p o t e n t i a l  a p p r o a c h e s  t o  p e r m a n e n t  p a r t i a l  
b e n e f i t s .

W e  o f f e r  b e l o w  s o m e  s u g g e s t i o n s  w h i c h  
s h o u l d  b e  c o n s i d e r e d  i n  t h e  S t a t e  a n d  F e d e r a l  
r e v i e w s  o f  t h e  t o p i c .  I n  C h a p t e r  7 ,  w e  d e s c r i b e  
t h e  F e d e r a l  v e h i c l e  w e  b e l i e v e  is  a p p r o p r i a t e  f o r  
t h e  r e v i e w ,  w h i c h  w e  b e l i e v e  w i l l  r e q u i r e  m o r e  
t i m e  f o r  a n a l y s i s  t h a n  w a s  a v a i l a b l e  t o  t h i s  
C o m m i s s i o n .

T w o  B a s e s  f o r  P e r m a n e n t  P a r t i a l  
B e n e f i t s

T h e r e  a r e  t w o  p o s s i b l e  b a s e s  f o r  p e r m a ­
n e n t  p a r t i a l  b e n e f i t s .  B e n e f i t s  c a n  b e  p a i d  s o l e l y  
b e c a u s e  o f  a  w o r k - r e l a t e d  i m p a i r m e n t .  B e n e f i t s  
c a n  b e  p a i d  b e c a u s e  t h e  w o r k e r  h a s  a  d i s a b i l i t y  
w h i c h  r e s u l t e d  f r o m  a  w o r k - r e l a t e d  i m p a i r m e n t .  
T h e  d i s a b i l i t y  c a n  b e  m e a s u r e d  b y  a c t u a l  w a g e  
l o s s  o r  b y  l o s s  i n  w a g e - e a r n i n g  c a p a c i t y .

W o r k m e n ’ s c o m p e n s a t i o n  b e n e f i t s  n o w  
a r e  u s u a l l y  j u s t i f i e d  a s  p a y m e n t s  b e c a u s e  o f  
d i s a b i l i t y .  N o n e t h e l e s s ,  p a y m e n t s  s o l e l y  b e c a u s e  
o f  i m p a i r m e n t  a r e  o f  s o m e  i m p o r t a n c e .  I n  
p r a c t i c e ,  t h e r e  a r e  s e v e r a l  a p p r o a c h e s  t o  p e r m a ­
n e n t  p a r t i a l  b e n e f i t s  w h i c h  c o m b i n e  t h e  i m p a i r ­
m e n t  a n d  d i s a b i l i t y  b a s e s  i n  d i f f e r e n t  w a y s .  T h e  
s a m e  s t a t u t e  m a y  c o n t a i n  m o r e  t h a n  o n e  o f  t h e  
a p p r o a c h e s .

B e n e f i t s  b a s e d  s o l e l y  o n  e x t e n t  o f  i m p a i r ­
m e n t .  S o m e  s t a t u t e s  i n c o r p o r a t e  a  s c h e d u l e  o f  
b e n e f i t s  f o r  a  s p e c i f i c  l i s t  o f  i m p a i r m e n t s ,  a n d
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t h e  b e n e f i t s  a r e  p a i d  w h e t h e r  o r  n o t  t h e r e  i s  a  
d i s a b i l i t y .  M o r e o v e r ,  t h e  b e n e f i t s  a r e  t h e  e x c l u ­
s i v e  r e m e d y  f o r  w o r k e r s  w i t h  t h e s e  i m p a i r m e n t s  
( e x c e p t ,  i n  m o s t  S t a t e s ,  f o r  t h e  t e m p o r a r y  t o t a l  
d i s a b i l i t y  b e n e f i t s  p a i d  d u r i n g  t h e  h e a l i n g  
p e r i o d ) ,  e v e n  i f  t h e  w o r k e r ’ s  w a g e  l o s s  f a r  
e x c e e d s  t h e  s c h e d u l e d  b e n e f i t s .  T h e  M o d e l  A c t  
i n c o r p o r a t e s  t h i s  a p p r o a c h  f o r  c e r t a i n  i m p a i r ­
m e n t s ,  s u c h  a s  t h e  l o s s  o f  a  f o o t  ( w h i c h ,  o n  t h e  
a s s u m p t i o n  t h a t  t h e  w h o l e  m a n  i s  r a t e d  a t  4 0 0  
w e e k s ,  r e s u l t s  i n  1 1 2  w e e k s  o f  b e n e f i t s  i n  
a d d i t i o n  t o  h e a l i n g  p e r i o d  b e n e f i t s ) .

I t  c o u l d  b e  a r g u e d  t h a t  t h e  m a i n  p u r p o s e  
o f  s u c h  a  s c h e d u l e  i s  t o  p r o v i d e  b e n e f i t s  f o r  
d i s a b i l i t y ,  a n d  t h a t  i m p a i r m e n t  i s  u s e d  a s  t h e  
b a s i s  f o r  b e n e f i t s  b e c a u s e  i m p a i r m e n t  a n d  d i s ­
a b i l i t y  a r e  c l o s e l y  r e l a t e d .  T h e  v a l i d i t y  o f  t h i s  
a r g u m e n t  i s  q u e s t i o n a b l e  b e c a u s e  t l n r e  i s  n o  
e x a c t  r e l a t i o n s h i p  b e t w e e n  t h e  d e g r e e  o f  i m p a i r ­
m e n t  a n d  t h e  e x t e n t  o f  w a g e  l o s s .  S o m e  w o r k e r s  
w i t h  o n l y  m i n o r  p e r m a n e n t  i m p a i r m e n t s  h a v e  
s u b s t a n t i a l  w a g e  l o s s e s .  T h e  c o n c e r t  p i a n i s t  w h o  
l o s e s  a  p a r t  o f  o n e  f i n g e r  i s  t h e  c l a s s i c  e x a m p l e .  
O t h e r  w o r k e r s  m a y  s u f f e r  s e r i o u s  i m p a i r m e n t s  
a n d  e x p e r i e n c e  o n l y  l i m i t e d  d i s a b i l i t y .  A  l a w y e r  
m i g h t ,  f o r  e x a m p l e ,  l o s e  a n  a r m  w i t h o u t  p e r m a ­
n e n t  l o s s  o f  e a r n i n g  c a p a c i t y .

D e s p i t e  t h e  d o u b t f u l  v a l i d i t y  o f  u s i n g  
i m p a i r m e n t  r a t i n g s  t o  p r e d i c t  t h e  e x t e n t  o f  
d i s a b i l i t y ,  t h e r e  i s  a n  o b v i o u s  a d v a n t a g e  t o  t h e  
u s e  o f  s c h e d u l e s .  T h e y  p r o v i d e  a  c o n v e n i e n t  
m e t h o d  t o  d e t e r m i n e ,  o n  t h e  b a s i s  o f  o n e  
e v a l u a t i o n ,  t h e  b e n e f i t s  t h a t  a r e  c o n s i d e r e d  
a p p r o p r i a t e  a s  a  c u s h i o n  f o r  p o s s i b l e  f u t u r e  w a g e  
l o s s  o r ,  i f  n o  w a g e  l o s s  i s  s u f f e r e d ,  f o r  t h e  
i m p a i r m e n t  i t s e l f .

B e n e f i t s  b a s e d  s o l e l y  o n  e x t e n t  o f  d i s ­
a b i l i t y .  S o m e  s t a t u t e s  p r o v i d e  t h a t ,  f o r  p e r m a ­
n e n t  i m p a i r m e n t s  w h i c h  a r c  n o t  s p e c i f i c a l l y  
n a m e d  i n  t h e  s t a t u t e ,  t h e  w o r k e r ’ s  e x c l u s i v e  
r e m e d y  ( a g a i n ,  w i t h  t h e  e x c e p t i o n  i n  s o m e  
S t a t e s  o f  h e a l i n g  p e r i o d  b e n e f i t s )  a r e  b e n e f i t s  
p a i d  o n l y  i f  t h e r e  is  d i s a b i l i t y .  T h e  M o d e l  A c t  
p r o v i d e s  t h a t  f o r  t h o s e  d i s a b i l i t i e s  w h i c h  r e s u l t  
f r o m  i n j u r i e s  n o t  l i s t e d  i n  t h e  s c h e d u l e ,  t h e  
w e e k l y  b e n e f i t  i s  5 5  p e r c e n t  o f  t h e  l o s s  i n  
w a g e - e a r n i n g  c a p a c i t y ,  p a y a b l e  d u r i n g  t h e  p e r i o d  
o f  d i s a b i l i t y  ( s u b j e c t  t o  m i n i m u m  a n d  m a x i m u m  
w e e k l y  b e n e f i t s  a n d  d e p e n d e n t s ’  a l l o w a n c e s ) .

B e n e f i t s  b a s e d  o n  b o t h  d i s a b i l i t y  a n d  
i m p a i r m e n t s ;  p r e d e t e r m i n e d  f o r m u l a  
u s e d .  A n o t h e r  a p p r o a c h  i s  t o  b a s e  p e r m a n e n t

p a r t i a l  a w a r d s  o n  a  f o r m u l a  t h a t  c o n s i d e r s  s
f a c t o r s  r e l a t i n g  t o  i m p a i r m e n t  a n d  t o  d i s a b i l i t y ,  \
F o r  e x a m p l e ,  C a l i f o r n i a  u s e s  a n  i m p a i r m e n t  
r a t i n g  a s  a  s t a r t i n g  p o i n t  f o r  i t s  p e r m a n e n t  
p a r t i a l  a w a r d s ,  b u t  t h e n  m o d i f i e s  t h e  r a t i n g  t o  
t a k e  a c c o u n t  o f  t h e  w o r k e r ’ s  a g e  a n d  p r e v i o u s  
o c c u p a t i o n .  T h e  C a l i f o r n i a  a p p r o a c h ,  w h i l e  
r e c o g n i z i n g  t h e  d i f f e r e n c e  b e t w e e n  i m p a i r m e n t  
a n d  d i s a b i l i t y ,  s t i l l  r e p r e s e n t s  o n l y  a  r o u g h
e s t i m a t e  o f  t h e  e f f e c t  o f  a  s p e c i f i c  p e r m a n e n t  
i m p a i r m e n t  o n  t h e  a c t u a l  w a g e  l o s s  o f  a  p a r t i c ­
u l a r  w o r k e r .

B e n e f i t s  b a s e d  o n  b o t h  d i s a b i l i t y  a n d
i m p a i r m e n t ;  f l e x i b l e  f o r m u l a  u s e d .  S o m e  
s t a t u t e s  u s e  i m p a i r m e n t  r a t i n g s  a s  t h e  b a s i s  f o r  
d e t e r m i n i n g  t h e  i n i t i a l  d u r a t i o n  o f  p e r m a n e n t  
p a r t i a l  b e n e f i t s ,  b u t  a l s o  p r o v i d e  a d d i t i o n a l  
b e n e f i t s  i f  t h e  a c t u a l  d i s a b i l i t y  e x t e n d s  b e y o n d  
t h i s  i n i t i a l  p e r i o d .  T h e  M o d e l  A c t ,  f o r  e x a m p l e ,  
s p e c i f i e s  t h e  n u m b e r  o f  w e e k s  o f  b e n e f i t s  f o r  
c e r t a i n  s e r i o u s  i m p a i r m e n t s ,  s u c h  a s  2 4 0  w e e k s  
f o r  t h e  t o t a l  l o s s  o f  a n  a r m .  B e n e f i t s ,  h o w e v e r ,  
m a y  b e  p a i d  b e y o n d  t h e  p r e s c r i b e d  p e r i o d  
p r o v i d e d  t h e  d i s a b i l i t y  c o n t i n u e s .  M i c h i g a n  a n d  
N e w  Y o r k  h a v e  a d o p t e d  t h i s  M o d e l  A c t  
a p p r o a c h  f o r  c e r t a i n  i m p a i r m e n t s .  ,

B e n e f i t s  b a s e d  o n  d i s a b i l i t y  o r  i m p a i r -  v. 
r n e n t .  I n  F l o r i d a ,  a  w o r k e r  w i t h  a  n o n s c h c d u l e d  
p e r m a n e n t  i m p a i r m e n t  r e c e i v e s  b e n e f i t s  . b a s e d  
o n  i m p a i r m e n t  o r  d i s a b i l i t y .  A f t e r  e v a l u a t i n g  t h e  
e x t e n t  o f  i m p a i r m e n t  a  d i s a b i l i t y  r a t i n g  is  
p r e p a r e d ,  b a s e d  o n  t h e  i m p a i r m e n t  r a t i n g  a n d  
o t h e r  i n f o r m a t i o n  r e l e v a n t  t o  t h e  w o r k e r ’ s e a r n ­
i n g  c a p a c i t y .  B e n e f i t s  a r e  b a s e d  o n  t h e  m o r e  
g e n e r o u s  o f  t h e  t w o  r a t i n g s .

D u a l  b e n e f i t s .  A n o t h e r  a p p r o a c h ,  u s e d  i n  
M a s s a c h u s e t t s ,  i s  t o  s e p a r a t e  b e n e f i t s  f o r  i m p a i r ­
m e n t  f r o m  b e n e f i t s  f o r  d i s a b i l i t y .  A  w o r k e r  m a y  
b e  e l i g i b l e  f o r  b o t h .

S u g g e s t i o n s  f o r  R e s t r u c t u r i n g  
P e r m a n e n t  P a r t i a l  B e n e f i t s

T h e  c o n s i d e r a b l e  d i f f e r e n c e s  a m o n g  t h e  
S t a t e s  i n  t h e  b e n e f i t s  a w a r d e d  f o r  s i m i l a r  i m p a i j -  
m e n t s  c a n n o t  b e  j u s t i f i e d .  W e  o f f e r  t h e  f o l l o v -  
i n g  s u g g e s t i o n s  a s  a  s t a r t i n g  p o i n t  f o r  f u r t h e r  
i n v e s t i g a t i o n s  o f  t h e  a r e a .  W e  a r e  n o t  e n d o r s i n g  
a l l  o f  t h e s e  s u g g e s t i o n s ,  t h o u g h  w e  b e l i e v e  t h e y  
w a r r a n t  s e r i o u s  c o n s i d e r a t i o n .

E x p l i c i t l y  s e p a r a t e  i m p a i r m e n t  a n d  J i s -  , •  
a b i l i t y  b e n e f i t s .  A s  i n d i c a t e d  i n  C h a p t e r  I ,  w e  V,
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b e l i e v e  t h a t  t h e  p r i m a r y  b a s i s  f o r  w o r k m e n ’ s 
c o m p e n s a t i o n  b e n e f i t s  s h o u l d  b e  t h e  w o r k e r ’ s 
l o s s  o f  w a g e s .  W e  a l s o  b e l i e v e  t h a t  l i m i t e d  
p a y m e n t s  f o r  p e r m a n e n t  i m p a i r m e n t s  a r e  a p p r o ­
p r i a t e .  A  m a j o r  d i f f i c u l t y  w i t h  p r e s e n t  p e r m a ­
n e n t  p a r t i a l  b e n e f i t  p r o v i s i o n s  i s  t h a t  m o s t  s e e m  
t o  u s e  o n e  f o r m u l a  w h i c h  b a s e s  b e n e f i t s  o n  b o t h  
t h e  i m p a i r m e n t  a n d  d i s a b i l i t y  b a s e s .  C o m b i n i n g  
b o t h  b a s e s  i n t o  o n e  f o r m u l a  a p p e a r s  u n w o r k ­
a b l e .

C o n s i d e r a t i o n  s h o u l d  b e  g i v e n  t o  t h e  u s e  
o f  t w o  t y p e s  o f  b e n e f i t s :

p e r m a n e n t  p a r t i a l  i m p a i r m e n t  b e n e f i t s ,  
p a i d  t o  a  w o r k e r  s o l e l y  b e c a u s e  o f  a  w o r k -  
r e l a t e d  i m p a i r m e n t

p e r m a n e n t  p a r t i a l  d i s a b i l i t y  b e n e f i t s ,  p a i d  
t o  a  w o r k e r  b e c a u s e  h e  h a s  b o t h  a  w o r k -  
r e l a t e d  i m p a i r m e n t  a n d  a  r e s u l t a n t  d i s a b i l i t y .  

A  w o r k e r  m i g h t  b e  e l i g i b l e  f o r  b o t h  t y p e s  
o f  b e n e f i t s .  T h e  i m p a i r m e n t  b e n e f i t s  w o u l d  b e  
b a s e d  o n  t h e  w o r k e r ’ s  i m p a i r m e n t  r e l a t i v e  t o  t h e  
w h o l e  m a n .  I f ,  f o r  e x a m p l e ,  t h e  w h o l e  m a n  w e r e  
d e f i n e d  a s  4 0 0  w e e k s ,  a n d  t h e  d i s a b i l i t y  e v a l u a ­
t i o n  u n i t  o f  t h e  w o r k m e n ’ s  c o m p e n s a t i o n  
a g e n c y  ( d e s c r i b e d  i n  C h a p t e r s  4  a n d  6 )  d e t e r ­
m i n e d  t h a t  a  w o r k e r  w a s  5 0  p e r c e n t  i m p a i r e d ,  
t h e n  h e  w o u l d  b e  e l i g i b l e  f o r  2 0 0  w e e k s  o f  
b e n e f i t s .

I m p a i r m e n t  b e n e f i t s  a r e  j u s t i f i e d  b e c a u s e  
o f  l o s s e s  a n  i m p a i r e d  w o r k e r  e x p e r i e n c e s  t h a t  
a r c  u n r e l a t e d  t o  l o s t  r e m u n e r a t i o n .  T h e  i m p a i r ­
m e n t  m a y ,  f o r  e x a m p l e ,  h a v e  l i f e t i m e  e f f e c t s  o n  
t h e  p e r s o n a l i t y  a n d  n o r m a l  a c t i v i t i e s  o f  t h e  
w o r k e r .  S i n c e  i m p a i r m e n t  b e n e f i t s  h a v e  n o  
r e l a t i o n s h i p  t o  w a g e  l o s s ,  t h e r e  w o u l d  b e  n o  
n e c e s s i t y  t o  l i n k  t h e  v a l u e  o f  t h e  w e e k l y  b e n e f i t s  
t o  t h e  w o r k e r ’ s o w n  w e e k l y  w a g e ;  t h e  w e e k l y  
b e n e f i t  c o u l d  b e  t h e  s a m e  a m o u n t  f o r  a l l  
w o r k e r s  i n  t h e  S t a t e .

I n  c o n t r a s t ,  t h e  d i s a b i l i t y  b e n e f i t s  c o u l d  
b e  b a s e d  o n  a c t u a l  w a g e  l o s s  o r  l o s s  i n  w a g e  
e a r n i n g  c a p a c i t y .  I n  m o s t  S t a t e s ,  p e r m a n e n t  
p a r t i a l  b e n e f i t  a w a r d s  a r e  b a s e d  o n  e s t i m a t e s  o f  
t h e  f u t u r e  l o s s  i n  w a g e s  c a u s e d  b y  t h e  i m p a i r ­
m e n t .  I n  s o m e  S t a t e s ,  s u c h  a s  M i c h i g a n ,  t h e  
w o r k e r  c a n  b e  p a i d  b e n e f i t s  o n  t h e '  b a s i s  o f  
a c t u a l  w a g e  l o s s  a s  i t  d e v e l o p s  o v e r  a n  e x t e n d e d  
p e r i o d .  W h i l e  t h e  M i c h i g a n  a p p r o a c h  h a s  s o m e  
c o s t s ,  p r i m a r i l y  t h e  a d d e d  a d m i n i s t r a t i v e  e x ­
p e n s e s  o f  k e e p i n g  a  c a s e  o p e n  f o r  a  l o n g  t i m e ,  
t h e s e  b u r d e n s  a r c  n o t  i n s u p p o r t a b l e .  T h e  
m e t h o d  h a s  t h e  s u b s t a n t i a l  m e r i t  o f  m a t c h i n
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b e n e f i t s  t o  a  w o r k e r ’ s  a c t u a l  l o s s  o f  w a g e s ,  
r a t h e r  t h a n  b a s i n g  b e n e f i t s  o n  g u e s s e s  a b o u t  
f u t u r e  v / a g e  l o s s .

R e m o v e  s c h e d u l e s  f r o m  t h e  s t a t u t e s .  A l ­
m o s t  e v e r y  w o r k m e n ’ s c o m p e n s a t i o n  s t a t u t e  
c o n t a i n s  a  s c h e d u l e  w h i c h  s t i p u l a t e s  t h e  b e n e f i t s  
t o  b e  p a i d  f o r  t h e  l i s t e d  i m p a i r m e n t s .  T h e s e  
s c h e d u l e s  i n  s o m e  c a s e s  m a y  p r o v i d e  a  s h o r t - c u t  
t o  t h e  d e t e r m i n a t i o n  o f  t h e  b e n e f i t s  t o  b e  p a i d ,  
b u t  t h a t  i s  n o t  a n  a d e q u a t e  j u s t i f i c a t i o n  f o r  t h e i r  
u s e .  P r e s e n t  s c h e d u l e s  i n c l u d e  o n l y  a  s m a l l  
p r o p o r t i o n  o f  a l l  m e d i c a l l y  i d e n t i f i a b l e  p e r m a ­
n e n t  i m p a i m r  's .  A l s o ,  s o m e  s c h e d u l e s  h a v e  
n o t  b e e n  r e v  s  f o r  m a n y  y e a r s ,  d e s p i t e  c o n ­
s i d e r a b l e  p r o g r e s s  i n  t h e  u n d e r s t a n d i n g  o f  t h e  
r e l a t i o n s h i p  b e t w e e n  s p e c i f i c r i n j u r i e s  a n d  e x t e n t  
o f  f u n c t i o n a l  i m p a i r m e n t .  A  b a s i s  f o r  a  r a t i o n a l  
e v a l u a t i o n  o f  i n j u r y  o r  d i s e a s e  i s  t h e  r e c e n t l y  
p u b l i s h e d  A m e r i c a n  M e d i c a l  A s s o c i a t i o n ’ s  
G u i d e s  t o  t h e  E v a l u a t i o n  o f  P e r m a n e n t  I m p a i r ­
m e n t ,  U s e  o f  t h e  A M  A  p u b l i c a t i o n  i n s t e a d  o f '  
s t a t u t o r y  s c h e d u l i n g  a p p e a r s  d e s i r a b l e .

I t  m u s t  b e  s t r e s s e d ,  h o w e v e r ,  t h a t  t h e  
A M A  g u i d e s  a r e  r e l e v a n t  f o r  e v a l u a t i o n  o f  
i m p a i r m e n t ,  n o t  d i s a b i l i t y ;  a n d  d i s a b i l i t y  s h o u l d  
b e  t h e  p r i m a r y  b a s i s  f o r  a w a r d i n g  p e r m a n e n t  
p a r t i a l  b e n e f i t s .  U s e  o f  t h e  A M A  g u i d e s  t o  h e l p  
e s t a b l i s h  t h e  i m p a i r m e n t  r a t i n g ,  a n d  t h e n  u s e  o f  
t h e  i m p a i r m e n t  r a t i n g  i n  c o n j u n c t i o n  w i t h  o t h e r  
i n f o r m a t i o n ,  s u c h  a s  t h e  w o r k e r ’ s  a g e ,  e d u c a ­
t i o n ,  a n d  p r e v i o u s  e x p e r i e n c e ,  t o  e s t a b l i s h  t h e  
e x t e n t  o f  d i s a b i l i t y  s e e m s  m o s t  a p p r o p r i a t e .  I t  i s  
h a r d  t o  s e e  h o w  a n y  s t a t u t o r y  s c h e d u l e  c o u l d  
s u b s t i t u t e  e f f e c t i v e l y  f o r  t h i s  p r o c e s s .

M o d i f y  e x i s t i n g  s c h e d u l e s .  W e  a r e  s k e p t i ­
c a l  o f  t h e  v a l i d i t y  o f  m a n y  s t a t u t o r y  s c h e d u l e s ,  
p a r t i a l l y  b e c a u s e  o f  t h e  s u b s t a n t i a l  i n c o n s i s t ­
e n c i e s  i n  b e n e f i t s  p a i d  f o r  i d e n t i c a l  i m p a i r m e n t s .  
A  l o s s  o f  a  f o o t  e n t i t l e s  a  w o r k e r  t o  a n  a w a r d  o f  
$ 6 , 0 0 0  o r  le s s  i n  f i v e  S t a t e s ;  a t  t h e  o t h e r  
e x t r e m e ,  i n  f i v e  o t h e r s ,  t h e  l o s s  o f  a  f o o t  m a y  
m e a n  S 1 5 , 0 0 0  o r  m o r e .  ( T a b l e  3 . 1 0 )

I f  it  i s  b e l i e v e d  d e s i r a b l e  t o  r e t a i n  a 
s c h e d u l e  f o r  p e r m a n e n t  p a r t i a l  b e n e f i t s ,  e i t h e r  i n  
a  s t a t u t e  o r  i n  a d m i n i s t r a t i v e  r e g u l a t i o n ,  t h e n  w e  
o f f e r  t h e s e  s u g g e s t i o n s .  T h e  S t a t e s  s h o u l d  r e v i e w  
t h e i r  s c h e d u l e s  o n  t h e  b a s i s  o f  t h e  A M A  g u i d e s ,  
r e c o g n i z i n g  t h a t  i m p a i r m e n t  a n d  d i s a b i l i t y  a r e  
d i s t i n c t i v e  c o n c e p t s .  O n e  w a y  t o  r e f l e c t  t h e  
d i s t i n c t i o n  w o u l d  b e  t o  f o l l o w  t h e  C a l i f o r n i a  
p o l i c y  o f  m o d i f y i n g  i m p a i r m e n t  r a t i n g s  b y  
f a c t o r s  r e l e v a n t  t o  e a r n i n g  c a p a c i t y .  A n o t h e r
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TA BLE  3 .1 0  Specified maximum amounts o f  benefits 
provided fo r  loss o f  arm, fo o t ,  and eye in various 
jurisdictions, 1972

Arm at 
shoulder

States

(50)

Other

“States"

(6)*

Federal

(2)

Over $25,000 6 1 1

20,000-24,999 1 1 1

15,000-19,999 14 1 a

10,000-14,399 22 2 0

Under 10,000 7 0 0

Foot

Over $20,000 2 1 i

15,000-19,999 3 0 0

10,000-14,999 14 2 i

6,000-9,999 25 2 0

Under 6,000 5 0 0

Eye*

Over $20,000 1 1 1

15,000-19,999 . * 0 0

10,000-14,999 8 2 1

6,000-9,999 27 1 0

Under 6,000 10 0 0

*  N o  set am oun t in  P ue rto  R ic o .
See Table 2.3 for explanatory notes.

w a y  t o  g i v e  a d d i t i o n a l  e m p h a s i s  t o  d i s a b i l i t y  a s  a  
b a s i s  f o r  p e r m a n e n t  p a r t i a l  a w a r d s  w o u l d  b e  t o  
a d o p t  t h e  M o d e l  A c t  p r o v i s i o n  w h i c h  p e r m i t s  
b e n e f i t s  b e y o n d  t h e  s c h e d u l e d  p e r i o d  w h e n  t h e  
d i s a b i l i t y  p e r s i s t s .

R e a l l o c a t e  r e s o u r c e s .  A s  i n d i c a t e d ,  p e r ­
m a n e n t  p a r t i a l  b e n e f i t s  i n  s o m e  S t a t e s  a p p e a r  t o  
t a k e  a  d i s p r o p o r t i o n a t e  s h a r e  o f  t o t a l  b e n e f i t s .  
M o r e o v e r ,  p e r m a n e n t  p a r t i a l  b e n e f i t s  f o r  m i n o r  
i m p a i r m e n t s  i n  s o m e  S t a t e s  s e e m  t o  b e  e x c e s s i v e  
c o m p a r e d  t o  b e n e f i t s  f o r  m o r e  s e r i o u s  i m p a i r ­
m e n t s .  I n  s o m e  S t a t e s ,  p a y m e n t s  a r e  m a d e  e v e n  
t h o u g h  t h e r e  a r e  n o  i m p a i r m e n t s .  A t  t h e  s a m e  
t i m e ,  t h e  m a x i m u m  w e e k l y  b e n e f i t s  f o r  p e r m a ­
n e n t  p a r t i a l  b e n e f i t s  a r e  s o  l o w  i n  m a n y  S t a t e s  
t h a t  s e r i o u s l y  d i s a b l e d  w o r k e r s  a r e  p e n a l i z e d .

D r a s t i c  r e f o r m  m a y  b e  n e c e s s a r y  i n  s o m e  
S t a t e s  t o  s h i f t  b e n e f i t s  t o  w o r k e r s  w i t h  t h e  m o s t

s e r i o u s  i m p a i r m e n t s .  A  p o s s i b l e  s t r a t e g y  w o u l d  
b e  t o  i n c r e a s e  t h e  m a x i m u m  w e e k l y  b e n e f i t s  a t  
t h e  r a t e  w e  h a v e  r e c o m m e n d e d  f o r  o t h e r  c l a s s e s  
o f  b e n e f i t s ,  w h i l e  s i m u l t a n e o u s l y  p r o s c r i b i n g  
p e r m a n e n t  p a r t i a l  p a y m e n t s  u n l e s s  t h e  w o r k e r  
e x p e r i e n c e s  a  p e r m a n e n t  i m p a i r m e n t  o f  a t  l e a s t  
1 0  p e r c e n t  o f  t h e  w h o l e  b o d y  o r a n  a c t u a l  w a g e  
l o s s  o f  a t  l e a s t  1 0  p e r c e n t  o f  t h e  p r e - d i s a b i l i t y  
w a g e .

H e a l i n g  p e r i o d  b e n e f i t s .  M o s t  w o r k e r s  
w i t h  p e r m a n e n t  p a r t i a l  i m p a i r m e n t s  e x p e r i e n c e  
a  b r i e f  i n i t i a l  p e r i o d  o f  t o t a l  d i s a b i l i t y .  T e m p o ­
r a r y  t o t a l  b e n e f i t s  a r e  a w a r d e d  f o r  t h i s  h e a l i n g  
p e r i o d .  A f t e r  w a g e - e a r n i n g  c a p a c i t y  r e t u r n s ,  
e l i g i b i l i t y  f o r  p e r m a n e n t  p a r t i a l  b e n e f i t s  i s  d e t e r ­
m i n e d .  I n  m o s t  S t a t e s ,  p e r m a n e n t  p a r t i a l  b e n e ­
f i t s  a r e  p a i d  i n  a d d i t i o n  t o  t h e  h e a l i n g  p e r i o d  
b e n e f i t s ,  b u t  i n  a  f e w  S t a t e s ,  b e n e f i t s  p a i d  f o r  
t h e  h e a l i n g  p e r i o d  a r e  s u b t r a c t e d  f r o m  t h e  
p e r m a n e n t  p a r t i a l  a w a r d s .  T h i s  p r a c t i c e  i s  q u e s ­
t i o n a b l e  s i n c e  t h e  p e r m a n e n t  p a r t i a l  a w a r d s  
g e n e r a l l y  a r e  d e s i g n e d  t o  e s t i m a t e  f u t u r e  w a g e  
l o s s ,  w h e r e a s  h e a l i n g  p e r i o d  b e n e f i t s  a r e  p a i d  
b e c a u s e  o f  w a g e s  a l r e a d y  l o s t  a t  t h e  t i m e  o f  t h e  
e v a l u a t i o n .

R e l a t i o n s h i p  t o  O t h e r  P r o g r a m s

M a n y  w o r k e r s  w i t h  p e r m a n e n t  p a r t i a l  
d i s a b i l i t y  r e c e i v e  b e n e f i t s  f r o m  t w o  o r  m o r e  
p r o g r a m s ,  i n c l u d i n g  w o r k m e n ’ s c o m p e n s a t i o n .  
A b o u t  2 5 , 0 0 0  b e n e f i c i a r i e s  w i t h  r e t i r e m e n t  o r  
d i s a b i l i t y  a w a r d s - u n d e r  S o c i a l  S e c u r i t y  i n  1 9 6 8  
a l s o  w e r e  r e c e i v i n g  w o r k m e n ’ s c o m p e n s a t i o n  
b e n e f i t s .  A l t h o u g h  i t  i s  n o t  k n o w n  w h a t  n u m b e r  
w e r e  r e c e i v i n g  p e r m a n e n t  p a r t i a l  b e n e f i t s ,  t h e s e  
b e n e f i t s  a r e  t h e  m o s t  l i k e l y  t o  b e  i n v o l v e d  i n  t h e  
o v e r l a p  a s  t h e r e  a r c  o n l y  a b o u t  1 , 0 0 0  p e r m a n e n t  
t o t a l  d i s a b i l i t y  a w a r d s  a n n u a l l y .

T h e  m o s t  c o m m o n  p r i v a t e  s u p p l e m e n t  t o  
w o r k m e n ’ s c o m p e n s a t i o n  f o r  c e r t a i n  t y p e s  o f  
p e r m a n e n t  p a r t i a l  d i s a b i l i t y  c o m e s  f r o m  a c c i ­
d e n t a l  d e a t h  a n d  d i s m e m b e r m e n t  i n s u r a n c e .  A  
m a j o r i t y  o f  c o m p a n i e s  w i t h  a t  l e a s t  1 0 0  e m p l o y ­
e e s  o f f e r  t h e s e  b e n e f i t s ,  b u t  n o t  a l l  p l a n s  p a y  
b e n e f i t s  f o r  w o r k - r e l a t e d  d i s a b i l i t y .

S o m e  w i t h  p e r m a n e n t  p a r t i a l  d i s a b i l i t y  
a w a r d s  m a y  s u b s e q u e n t l y  b e c o m e  e l i g i b l e  a l s o  
f o r  v e t e r a n s ’  p e n s i o n s  o r  f o r  a i d  t o  t h e  p e r m a ­
n e n t l y  a n d  t o t a l l y  d i s a b l e d  u n d e r  t h e  p u b l i c  
a s s i s t a n c e  s y s t e m .  T h e  o v e r l a p  o f  t h e s e  p r o g r a m s  
i s  p r o b a b l y  s m a l l :  a n y  d u p l i c a t e  p a y m e n t s  a r e  
h a r d l y  e x c e s s i v e .
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ALASKA WORKMEN'S COMPENSATION RATE LEVEL HISTORY

Portion Due to
^  Date of Total Change In Portion Due Change In Portion Due

Rate Change Rate Level To Experience Payroll Base To Law Change

08-01-59 + 6.0% -14.6% +24.1%
12-01-60 - 1.3% - 1.4% — + 0.1%
12-31-61 + 6.2% + 6.2% — •

12-31-62 - 0.4% - 0.7% - + 0.3%
12-31-63 - 5.4% - 5.4% •

10-01-64 +15.1% + 9.6% — + 5.0%
09-01-65 - 0.3% - 0.3% -> ••

10-01-66 -11.8% -13.0% - + 1.4%
11-01-67 - 3.1% - 3.1% -

01-01-69 + 7.2% + 4.9% - + 2.2%
*  11-01-69 + 1.6% + 6.1% - 4.2%

10-01-70 + 5.4% - 1.2% — •+ 6.%%
04-01-72 - 5.2% - 5.2% » —

06-15-72 +15.8% - - +15.8%
03-01-73 - 3.1% - 3.1% -•

06-01-74 +34.2% +20.7% - +11.2%
06-01-75 +49.5% +10.9% - +35.2%

** 05-01-75 - 2.4% - - 2.4%
11-01-76 + 3.7% - 8.2% - + 13,0%
02-01-77 + 6.0% - ~ + 6.0%
09-01-77 -18.6% - - -18.6%
03-01-78 + 5.0% + 4.0% - + 1.0%

jfi •* 03-01-78 - 8.2% - - 8.2%
** 06-01-78 - 0.8% - - 0.8%

10-01-78 +13.1% +13.1% -

12-01-79 + 1.8% - 1.5% - + 3.5%
*** 04-01-80 - 5.9% - -

** 06-01-80 0.0% - —

** 01-01-81 + 9.8% +10.0% t o • C
O a* 0.6%

NOTES:

**

The basis of premium is payroll. .Effective 11-01-69, the limitation on 
individual payroll per week was increased from $300 to $400.

Effective 06-01-75, the limitation on individual payroll per week was in­
creased from $400 to unlimited. A transition program,, part of the filing, 
scheduled full implementation of the change over a period of three years, 
later extended to six years. Decreases in the rates were filed effective 
06-01-75, 03-01-78, 06-01-78 and 01-01-81. The 06-01-80 change resulted 

in changes in classification relativity but not in overall premium base.

f

*** The 04-01-80 change did not change the overall rate level. It did change 
the premium discount entry level from $1,000 to $5,000 thus necessitating 
a compensating change in rates. The expense structure within the rate was 
also revised.

PREPARED BY: THE ALASKA DIVISION OF INSURANCE
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§ 7  c h  r ?  S L f i  / 9 8 /

The d i v i s i o n  o f  w o r k e r s '  compensa t ion i n  the Department o f  
Labor s h a l l  u n d e r ta k e  a comprehens ive  s tu d y  o f  v o c a t io n a l  r e h a b i l i t a t i o n  o f  
I n j u r e d  wo rke rs  to  I n c l u d e  the  f o l l o w in g  to p le s s  (1) the o r g a n i s a t i o n a l  
p la n n in g  f o r  a c e n t r a l  agency to  s u p e r v i s e  and c o n t r o l  the  sequence , t im e l i ­
n e s s ,  d u r a t i o n  and q u a l i t y  o f  r e h a b i l i t a t i v e  c a r e t  (2) th e  c o o r d in a t io n  o f  
programs f o r  the d i s t r i b u t i o n  o f  s e r v i c e s  w i th  o th e r  In v o lv e d  a g e n c le s t  (3) 
the d e te rm in a t io n  o f  th e  r e l a t i o n s h i p  o f  the o b l i g a t i o n s  o f  employers and 
employees I n  tho r e h a b i l i t a t i v e  p ro c e s s  aa w e l l  as the a c c o u n t a b i l i t y  f o r  
the perfo rmance o f r e h a b i l i t a t i o n  f a c i l i t i e s !  (4) the development o f  methods 
to  m in im ize  the  a d v e r s a r y  en v ironmen t and c r e a t e  an atmosphere conduc ive  to  
s u c c e s s f u l  reemployment i (5) the deve lopmen t o f  reemployment programs fo r  
d i s a b l e d  w o rk e r s t  (6) the  I n t e g r a t i o n  o f  w o i^e re ' compensa t ion w i th  o th e r  
progrums f o r  the d l s a b l e d i  and (7) a r e v iew  o f  I n c e n t i v e s  and d i s i n c e n t i v e s  
f o r  emp loyees , em p lo ye r s ,  and I n s u r e r s  In v o l v e d  I n  tha  r e h a b i l i t a t i v e  p r o c e s s .  
The d i v i s i o n  o f  w o r k a r s1 compensa t ion s h a l l  r e p o r t  i t s  recommendations f o r  
l e g i s l a t i o n  o r a d m in i s t r a t i v e  a c t i o n  by  the  30th day o f  the Second S e s s io n  
o f  th s  T w e l f t h  L e g i s l a t u r e .

<
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PART 2
BENEFITS PROVIDED
Since workers' compensation imposes an absolute (but limited) 
liability upon the employer K’»employee disabilities caused by the 
employment the benefits payable to the Injured employee at­
tempt to cover most of the worker's economic loss. This loss 
Includes both loss of eamings and extra expenses associated with 
the Injury.

Specifically, the benefits provided are:
•  Cash benefits, which Include bach Impairment benefits and 
disability benefits. The former are paid for certain specific physical 
Impairments, while the latter are available whenever there is an 
Impairment and a wage loss.
o Medical benefits, which are usually provided without dollar or 
time limits. In the case of most workplace injuries, only medical 
benefits are provided since substantial impairment or wage less 
is not Involved.
•  Rehabilitation benefits, which Include both medical ehabilP 
cadon and vocational rehabilitation forthose cases Involving severe 
disabilities.

CASH  BENEFITS
In considering workers' ccnv'— -nan Income or cash benefits—  
which replace employee lost come or earning capacity due 
to occupational Injury or disease— four classifications o f disability 
are used: ( I ) temporary total. (2) permanent total. (3) temporary 
partial, and (4) permanent partial Permanent partial Is divided Into 
"non-Si'heduled" and “scheduled'* disabilities 

Most “ases Involve temporary tocaJ disability. That Is. the em­
ployee- although totally disabled dunng the period when benefits 
are payable— Is expe>'*~d to recover and return to employment. 
Permanent total disAuMiy generally Indicates that the employee 
Is regarded as totally and permanently unable to perform gainful 
employment

INCOME BENEFITS FOP. PERMANENT
AND TEMPORARY TOTAL DISABILITY: CHART V
Income or cash benefits payable under either temporary total or 
permanent total disability are shown In Chart V. Fo» computing 
weekJy benefit payments, a formula— expressed .is a percentage 
of wage— is used. In most states limitations are placed on max­
imum .and minimum benefits payable weekly; some states also 
limit the toral number of weeks and total dollar amount of benefit 
eligibility. Where there Is permnnenr toral disability most states 
provide payments extending through the employee’s lifetime.

For either temporary total or permanent total disability thewage- 
replacement percentage In each jurisdiction Is thesame. However. 
In permanent total disability cases the time limits tend to be longer 
and the total dollar amounts higher than In cases of temporary 
total disability. Some states provide additional amounts for de­
pendents and other benefits. Allowances for dependents are charted 
as a range In the Maximum Weekly Paymenr and Notations col­
umns.

F,'RT1AL DISABILITY
Most awards and the preponderance of dcllan paid out as Income 
benefits are cither for temporary total or permanent partial dis­
ability. As partial disabilities in-’olve current eamings or wage-earn­
ing ability. In many states weekly benefit payments for temporary 
or permanent partial disabilities of the “nan-scheduled" type are 
based on a wage-loss replacement percentage. The percentage 
applies to the alfference between wages earned before and afrer 
Injury. In some stares “ncn-scheduled" permanent partial disa­
bilities are compensated as a percentage of the total disability 
cases.

IHCCME BENEFITS FOR SCHEDULED INJURIES:
CHART VI
Chart VI Indicates maximum ame jnts payable in cases of "sched- 

11

uied" Injuries. Listed by law, these trjur.es involve loss—or loss 
of use of—specific body members, where wage loss based on 
nature of Impairment Is presumed. In most jurisdictions the actual 
amount payable is a specific number of weeks of benefits (based 
on the member Involved) multiplied by the weekly benefit amounf 
(based on eamings at time of injury).

The chart also Indicates whether the “scheduled." award Is In 
addition to any p ayment otherwise payable to the employee while 
he may be temporarily totally disabled (healing period). Some 
states limit the amount payable for such periods of temporary 
total disability.

The Canadian statutes do not provide schedules of specific 
Injuries. Cases are decided individually using medical impairment 
ratings as guidelines.

SURVIVOR BENEFITS FOR FATAL INJURIES: CHART Vll
Benefits payable In the event of fatal Injuries— comprising more 
than 14 percent of ail total Income benefits— are shown In Chart 
VIL The benefits provided Include a burial allowance as well as a 
proportion cf the worker's former weekly wages.

Although death Is the ultimate work-related tragedy, the eco­
nomic toss associated with death cases Is often less than that of 
a permanent total disability. Because of these considerations, death 
benefits arc generally paid to the spouse until remarriage and to 
the children unci a specified age. In addition, some laws provide 
a maximum benefit total expressed as a maximum period for the 
payment of benefits.

MEDICAL BENEFITS, WAITING PERIOD: CHART VIII 
Medical Benefits— tmounting to about 29 percent of all workers’ 
compensation benefits paid— are shown In Chart Vlll. In ail UJj. 
Jurisdictions and all Canadian provinces unlimited medical benefits 
are provided cither spi "Jflcally by statute or by administrative 
discretion.

Waiting Period*.-Statures provide that a waiting period must 
elapse during which Income benefits axe not payable. This waiting 
period affects only compensation; medical and hospital o re  are 
provided Immediately. If disability continues for a certain number 
of days or weeks, most laws provide for paymenr of Income 
benefits retroactive to the dare of ln|uty. Statutory provisions for 
waiting periods are summarized In Chart VIIL

REHABILITATION BENEFITS: CHART IX
Mutual Interests of disabled employees and employers generally 
favor starting rehabilitation as soon as possible. Although reha­
bilitation Is considered an Integral part of complete medical treat­
ment. Its uses may extend beyond this (for example, where lr 
Includes vocational rehabilitation and retraining).

Specific rehabilitation provisions now in workers’ compensation 
Laws are outlined In Chart IX. However, rehabilitation Is provided 
In ail states even If unspecified In t e law. Maintenance allowance 
amounts and special fund sources to finance rehabilitation also 
are Indicated.

Insurance carriers and many employers having medical de­
partments are leaden In canying on rehabilitation for the Indus­
trially Injured. Likewise, many major industries have comprehen­
sive programs for emp'oyment of the physically handlcaoped. 
Smaller industries maintain modified programs for placement of 
disabled individuals In congenial tas'-- 1̂1 of these pnvare pro­
grams help employees and employe ka.

Tlie Federal Vocational Rehabilitation • ''d Is now effective In ail 
scares: it Includes federal funds to aid states in vocational reha­
bilitation of the industrially disabled.
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CHART V □  INCOME BENEFITS FOR TOTAL DISABILITY □  January 1,1982 (continued)
; ; ■  - -
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CHART V □  INCOME BENEFITS FOR TOTAL DISABILITY □  January 1,1932 (continued)
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ZEE PAMPLIN JACKSON 
Rehabilitation Consultant 

P. O. Box 3130 
Anchorage, AK 99510 

(907) 264-2460
March 12,1982

T o  the Leg is la ture :
A  P re l im in a ry  R epo r t  was de livered to you on J anua ry  26,1982.
I h ave  the h o n o r  to su bm it  to you  the F ina i R epo rt  o f the C om prehen s ive  
S tu dy  o f V oca t iona l Rehabilita tion  in the Alaska W ork e rs ’ Compensation  
P ro g r am  in ac co rd an ce  w ith  H ou se  B il l  94, effective Ju ly  11,1981. C o r r e c ­
tions and m in o r  changes w h ich  dc not a lter the essence of the Pre lim inary  
R epo r t  h ave  been  made .
F ind ings o f  th e  s tudy  have  led to genera l conclusions regarding the deli­
ve ry  system  o f  voca tional rehab ilita tion  benefits to in ju red  workers. T h e  
S ta te  W o rk e r s ’ C om pensa t ion  system  has the potential to fulfill its obliga­
tions to in ju r e d  w orkers  and employe 's th rough  the provision of properly  
s tru c tu red  and  m anaged  rehab ilita tion  services. T he se  services are pres­
en tly  in adequate , how eve r , for a substantial n um be r  of in ju red  workers. 
Recom m enda t ion s  fo r  change and m a jo r  im p rovem en ts  a re  offered for 
consideration  in deve lop ing an effective de livery system of rehabilitation  
benefits tc in ju r e d  w orkers  in Alaska.
S incere ly ,

Z ee  P am p lin  Jackson  
Rehab ilita t ion  Consu ltan t



1
' I'

c
P R E V I O U S L Y  D I S T R I B U T E D

( A d d i t i o n a l  C o p - e s  A v a i l a b l e  f r o m  S t a t e  o f  A l a s k a  
D i v i s i o n  o f  W o r k e r s  C o m p e n s a t i o n )

C

(

John H. Lewis
P.O. Box 330550, Coconut Grove,
Florida 33133 June 30,1982

e x h i b i t  #



Analysis 
of Workers3 
Compensation 
Laws 1982

Prepared end  
Published Annually 
By the
U.S. Chamber 
of Commerce



LAWS OF A L A SKA

 12.B1

Source Chap te r  N o .
S9C5111i . 2A £ l'l lO  an

A N  ACT

R e l a t i n g  t o  w o r k e r s '  c o n .p e n s n t Io n ; an d  p r o v i d in g  f o r  an e f f e c ­
t i v e  d a t e .

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF  ALASKA:

THE ACT FOLLOWS OH LACE 1, L IN E  9

I f  DERLINED MATERIAL -ITOICATES TEXT THAT IS BEING AOOEO 10 
THE LAW A N D  BRACKETED MUERIAL IN CAPITAL UTTERS INDICATES 
DELETIONS T R C M  THE LAW; CCMPLEIELY TAW TEXT OR MATERIAL 
REPEALED A; 10 RE-ENACTED IS I DENT IF I ED IN THE INTRODUCTORY 
LINE o r EACH DILL SECTION.

A |< |> iiiv rd  b y  t h e  G o v e r n o r  J 1 1 ) y 1 0 , 1901 
A c t u a l  I’ f f e c l l v e  H a le ;  . I n ly  I I ,  1901
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Chapt er  59

dependent  r e l a t i v e  e l t p j h l c  to r e c e i v e  d ea th  b e n e f i t s  under  AS 23 .- 
30 . 715 , t i i e empl oyer  or I n su r an ce  c a r r i e r  s h a l l  pay $10,000 to  the 
st 'cund i n j u r y  fund .

(d) Tho board  may re f und  a payment made? i n t o  The second I n j u r /  
f und i f  t he employer or i n s u r an ce  c a r r i e r  shows t h a t  I t  made the oav- 
mont hy ml s t a k e  or  I n n d v e r t e n c e , or I f  i t  shows t he r e  e x i n t e d  n t  the 
t ime o f  t he dea t h of  the employee a b e n e f i c i a r y  e n t i t l e d  to b e n e f i t s  
under  AS 2 1. 10 . 215 .

(c) The honrd may d i r e c t  nnd p ro v i d e  t h e . v o c n t I on a  1 r e t r a i n i n g  
mid v o c a t i o n a l  rcl inl i  I I 11 i t  Ion nf  a pe rmanen t l y  d l n p h l e d  pernnn whose 
c o n d i t i o n  i s  a r e s u l t  of  an I n j u r y  comnensnb l c  under  t h i s  c hap t e r  hy 
m.ikinp, c o o p e r a t i v e  ar r angement s  w l i h  l i  s u r ance  c a r r i e r s ,  p r i v a t e  o r g a n ­
i z a t i o n s  and i n s t i t u t i o n s ,  or s t a t e  or f e d e r a l  a g e n c i e s .  The percon 
heini*. r e t r a i n e d  or r e h a b i l i t a t e d  i s  e n t i t l e d  to r e c e i v e  a d d i t i o n a l  
compensa t ion from the neennd I n j u r y  fund f o r  ma i nt enance durtnp, the 
p e r i o d  of  r e t r a i n i n g  and r e h a b i l i t a t i o n  In t he sum the hoard c on s i d e r *  
n e c e s s a r y ,  not to exceed $200 a month. The t o t a l  e x p e n d i t u r e s  for  
m a l n t e n an c e , r e t r a i n i n g ,  r e h a b i l i t a t i o n ,  and n e ce s s a r y  t r a n s p o r t a r i o n  
may no t  exceed $10,000 f o r  jno pe r s on .

t f )  A l l  amounts c o l l z r t o d  as c i v i l  p e n a l t i e s  under A''. 73 . 10 ,- 
155(c) s h a l l  be pa i d  i n t o  t he second I n j u r y  f und .

(y,) The a t t o r n e y  g ene r a l  may i n v e s t i g a t e  c l a im s  and h i r e  exper t  
w i t n e s s e s  n e c e s s a r y  to prevent  f r a u d u l e n t  or e x c e s s i v e  c l a im s  f o r  money 
In t he .second I n j u r y  fund .

(it) Ai lnln I s t r at  I on expenses  of  the s t a t e  under  r h l s  s e c t i o n  and 
AS 2 3. 10.205 s h a l l  ha pa i d  from t he p.eneral  f und .

• Sec .  3 . AS 2 1. 30 , 1 55 In amended to re. id:
Sec .  23 , 10 . 155 . PAYMENT OF COMPENSATION. (a) Compensat ion 

under  t h i n  chap t e r  s h a l l  hu pa i d  p e r i o d i c a l l y ,  p r omp t l y ,  and d i r e c t l y
-1- rs i t t l  OA(Fln) am
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Chapt er  99

•.o the pe r s on e n t i t l e d  t o  I t ,  w i t h o u t  nn awa rd ,  e xc ep t  where l i a b i l i t y
t o  p ly cnmpens it. i on  I-i c o n l r o v i  reed hy l l ie cittp I u Mer  . To I’mit O'/i t ! j i

i l . l t m  t i n1 empl oye i  ni'iiil f i l e  ;i nnl_|iet  on .1 form J i r e i i e i  l i  ed hy l l i e 
hoa r d ,  s t-i t i tip

M_) t h a t  t h e t lp .h t  o f  t h e employee to cotnpcns. i t I on 1 s
con t r o  ye_rUy) s_

( ? ) _t h e nime n f  t h e empl oyee 1
t -II__t he e.iire o f  t he employer)
14 * t h e  d a t e  o f  t he a l  I f|Ti l  I n j u r y  or t lc.n h ; nml
( 9 ) t he  t ype  o f  compensa t i on  anti a l l  g r ound s upon u l i l c l i  t h e 

r i g ht  t o  r nnpcn s . i t  t en I s cont r o v e r t e d.
(Ii) Mu f i r s t  I n s t a l l m e n t  of c ompensa t ion becomes tine nn t he  With 

J ay  a f t e r  t he  empl oyer  has  knowl edge o f  t he i n j u r y  nr d e a t h .  On t h i s  
d a t e  a l l  c ompensa t i on  t hen due s h i l l  be p a i d .  Sub sequen t  c u ep on s a l I on  
s h a l l  he pa i d  In I n s t a l l m e n t s ,  e v e r y  14 d a y s | SKMHOI.'HII.V) ,  except
where I lie boa rd  d e t e rm in e s  that, payment In i n s t a l l m e n t s  s hou ld  he made
month ly  or nt some o t h e r  p e r i o d .

(c) I'pon making the f i r s t  payment ,  and upon an I n c r e a s e ,  rod ir- 
t j o n ,  t ot  mii i  11 i o n ,  s u s p e n s i o n , r e s u mpt i o n  nr a change i n l a t e  or t ype 
o f  ci .mpnnsnt Ion pa i d  IOF PAYHFliT I OR ANY CAITI . I ,  t i e  r inpl oyer  s h a l l  
| I llt'.r.lll ATF.I.Y | n o t i f y  t he hoard w i t h i n  IA d a y s ,  on |i!.‘ ArCRI.'IACCL V l f l ' l  
a . Inrro pteto t l h e . l  hy t he hna r d ,  l l t . i l  paymeiit of  o  ripens a< I -n has ' . p i n
or  has  been j n c i  n i s e i l ,  rei lni  f J .  t e t ml tmred .  re wir .cd,  . h . , n .e I , or -us-
pcmle t l ,  as  t he  c a s e  may he.  I f  t he oripl o y t i  f e l l a  t o i f y  the I »-ar !
wi t h i n  I A d a y s ,  t hp boa r d  s h a l l  t r s o s s  a g a i n s t  t he cun I* v t r _ n  _ c l_v U
j i e j j a ] J x  'i f . _SI.OR_p1 us Sk5_ f o r  each .lay I n  e x c e s s  , . f  !A -I o r  t h a t  the
employer  f a l l s  t o  ,H.i.ye _nol i_ce_. Tot a I. J lpna I t  I e s u t .  I ;  r t h i s  o r U o n j i . o
no t  e x t cei l  500 f u r  rnel t  f a i l u r e  t o  f i l e  1 r e q u i r e d  m p o r ' .

( t i l  I I  t he  employer m i l l  r o v c r l s  I he  t Ip,hi 1 1  peie it Ion he
!lIt ’l A ' f i n )  nr
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SECTION BY SECTION ANALYSIS

Section 1. This section increases the minimum compensation from $55 to $110
per week and reflects changes necessary because of the reenact- 

• ment of AS 23.30.220 found in section 10 which makes the
spendable we e k l y  wage of an employee the basis of compensation.--

Section 2 . a n d . 3. S e e  c o m m e n t s  t o  S e c t i o n  1.
► * j .  • *

Section 4. This section changes the manner of determining compensation
'• consistent with the repeal and reenactment of AS 23.30.220 found

in section II which makes th° employee's spendable weekly wage 
the basis for determining compensation.

Eighty p e r cent of the employee's spendable weekly wa g e  mil 
the possibility of an employee receiving more in workers'

inimizes

m g  more in workers' compen­
sation than his take heme pay while working. The change is 

consistent with recommendations of the 1S72 Report of the Nation­

al Commission on State W o r k e r s '‘Compensation Law w hich states at 
page 19:... .. ; :

The decision fixing the proportion of  lost wages' 
to be replaced must balance incentives to employ­

ers, to improve safety within incentives to the 

disabled to take full advantage of rehabilitation •
• services and to return .to work. ‘ j

: We recommend that cash benefits for [disability 

compensation] be at least two-thirds of the work- * ’’
• • e r’s gross weekly wage. The two-thirds formu-

lation should be used only on a transitional basis 
' " until the State adopts a provision making payments 

• a t  least 80 percent of the workers' .spendable
weekly earnings. . . . ’ ' .

S e c t i o n s .  See comments to section 4.' "

S e c t i o n s .  See comments to section 4. • . ' •

Additionally, this section provides for inflationary increases in 
• the maximum paid for ’’scheduled" and permanent partial
•’ disabilities. -::

Section f. See comments to section 4.
• • * • * ••

Section 8. This section reflect' changes consistent with the repeal and
reenactment of AS 2 3 30.220 found in section ii,« « ,

Section 9. See comments to section 4..

Additionally, this section provides for inflationary increases in 
funeral expenses on death claims. The current limit for reason­
able and necessary funeral expenses are not adequate and result



in a ^ ^ I n p  to the family of the t ^ p a s e d  or the employer for 

. p a y m e n t ^  the additional costs.

Section 10. This section reflects changes consistent v/ith the repeal and
reenactment of AS 23.30.220 found in section IT.' Additionally, 

the minimum weekly compensation for a w i d o w  or widower is in­
creased from $45 to $75 per week. .

Section 11 . • This section adopts a new basis for computing compensation known 
as the "spendable weekly wage". The spendable weekly wage is the 
employee's gross weekly earnings, minus payroll tax deductions, 

which are defined in section 13. The change is consistent with 
the 1.972 report of the National Commission on State Workers' ; 
Compensation Laws. .

It is an administratively feasible procedure which can simulta- * 
•neously take into account the difference between gross and 

. spendable earnings, the virtues of dependents' allowances and the
. impact of.the progressive income tax. This procedure first
• -determines the worker's gross earnings prior to disability (which 

must be determined under ^ e  present Act) and the number of his 

. dependents. The gross earnings and dependency data are then •
• •; inserted into a formula prepared and published by the Department

of Labor to determine the worker's spendable earnings. Once 
spendable earnings are calculated, workers' compensation benefits 

• •: for all sizes of families can be calculated as a fixed proportion

. ■ • of spendable weekly earnings.. No further allowances for depen-
dents for tax considerations are necessary or appropriate.

•' This section also adopts a new basis for determining the gross

earnings of an injured worker. An injured w o r k e r’s gross weekly 
earnings are computed by dividing by 100 the gross earnings of
the employee in the two calendar years immediately preceding the

■ "v injury.'. Utilizing the preceding two years tends to eliminate the 
'cyclical nature of many industries. Dividing by 100 instead of

. . 104 tends to adjust previous years' earnings for inflation. This
section also allows the Board to adjust the average weekly wage 

• calculation if it is unfair to the employee or employer.

Section 12. -This section reflects changes consistent with the repeal and
reenactment of AS 23.30.220 found in section 11..

Section H-.3. This section provides for new definitions. ■ ”
* • ’ . r  » . • ' » .

"Gross earnings” includes payments before any authorized or 

lawfully required deduction such as credit union, dues check off,
■ social security, federal withholding, or deferred compensation 
which is optional to the employee at the time of his injury. 

Specifically, deferred compensation which is c rtional at the time 
of injury refers"to those employees of government and non-profit 

corporations and associations which may elect to defer income 

from a particular pay period or pay periods but have the option 
of terminating the deferral of that income at any time during 

their employment. Excluded from gross earnings are irregular 

bonuses, reimbursement of expenses, expense .allowances and any 
benefits not taxable to the employee during the pay period. "Any



benefit not-taxable to the employee during the pay period" would 
include the general items referred to as "fringe benefits" such 
es: payments providing for health, welfare, retirement, vacation

01 annual leave and other similar benefits received by the 
employee for which he is not taxed other than deferred compen­
sation which is optional to the employee at the time of this 
injury. ; -*

The value of room and board may be considered in gross earnings 
only for those injured workers whose gross weekly earnings 
otherwise computed are less than the Alaska average -weekly wa g e  
at the time of injury. The value of room and board may be 

included only to raise the gross weekly earnings up to the level 
of the Alaska average weekly wage. The value of room and board 

that would raise an employee's gross weekly earnings above the - 
Alaska average weekly wage is excluded. * ; •• '

"Payroll taxes" are defined to exclude the amount that would be 

withheld from an employee's gross weekly earnings under the 
Internal Revenue code as though he had claimed the maximum number 
of dependents per actual dependency, blindness, and old age.
Also deducted is the amount of earnings subject to the Social 
Security Act irrespective of whether the employee may have paid 
the maximum Social Security for the y e a r  at the time the injury 
occurs. •. . • • . . . .

•This section repeals provisions that are unnecessary or 
inconsistent with proposed legislation. ‘ . • • \

This section provides that ■ v  • : the Act apply only
to injuries sustained after the effective date of this Act.

• • • •
This section provides that the Act takes effect January 1, 1984.



N E W S L E T T E R
H E L P I N G  ALL  A L A S K A N S  THRU A B E T T E R  

W O R K E R S  C O M P E N S A T I O N  L A W
April 12, 1983

A joint Management-Labor taskforce has just completed its ongoing work on 
proposed amendments to the Alaska Workers' Compensation statutes.

The result is HB 311, introduced April 4, 1983, by Representative Walter 
Furnance. WCCA once again acted as Management's Representative on the 
task force and recommends support for the bill. As with amendments 
passed last session, this bill reflects a compromise between Management 
and Labor.

The primary elements of the proposed Legislation can be briefly described 
as follows:

1. The initial weekly rate of compensation is raised from $65 to 
$110 per week. This rate is then normally adjusted to spendable 
weekly wages when sufficient information is obtained to make such a 
determination.

2. The method of calculating the Employee Compensation is changed.
Under present law, an injured employee is entitled to 66 2/3 
percent of his average weekly wage during the continuance of the 
disability. HB 311 would change this calculation to 80 percent of 
spendable wages for the same period.

3. The concept of spendable weekly wage is incorporated in H3 311 as a 
replacement for average weekly wage. An injured employee's gross 
weekly wage is first calculated by adding the gross earnings for 
the previous two calendar years and dividing by 100. The gross 
weekly wage is then reduced by an estimated amount for pevroll 
taxes and then derived value is the spendable wage.

4. The limits for the permanent partial disabilities will be increased 
by approximately 35 percent if HB 311 is passed. The current 
limits have been in effect since the mid-1970's and the proposed 
limits represent an attempt to minimize somewhat the devastating 
effects of inflation that have occured since the present limits 
were established.

5. The limit for reasonable and necessary funeral expenses will be 
increased from $1,000 to $2,500 if H3 311 is passed.

“  O U R  S U P P O R T  D E P E N D S  O N  Y O U R  S U P P O R T  "
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TELEPHONE NO: 4 5 5 . 4 5 1 4
s u b j e c t : Comparison Tables for 80%

of Net Spendable vs. Current 
Schedule °f Workers 
Compensation

Attached are tables comparing 80 percent of spendable wage and the current 
schedule of weekly worker's compensation. These tables are quite similar to 
the ones we provided you last year except that we have used the new table 
of payroll deductions for income tax. The payroll deductions are in effect 
only until July 1, 1983. At that time further reductions in the payroll 

tax will occur.

Last year's comparison used 80 percent of spendable as was provided in HB 159. 
Since t h a : law had a minimum of $110 and provided for 100% of spendable wages 
when weekly wages were less tnan $110, you will notice a significant difference 
at the low range. We have just observed the 80% of spendable declaration 
in this year's comparison.

These tables do not take into consideration the Alaska U.I. tax in calculating 
spendable wage (50 cents per $100 in payroll h i s  year). Additionally, the 
lack of state income tax in Alaska put spe"' jle wages higher in Alaska than 
would occur in states with income tax law .

Compared to last year the spendable wage *ormula is slightly improved in 
relation to the comparable compensation tor that gross wage under the 
current law. The low ranges of earnings would receive greater compensation- • 
under the spendable wage formula, particularly those with several dependents.
On the other hand, the cost to insurance companies would be reduced since 
high wage earners would receive less than they currently do.

With the absence of state income tax and the reducing federal income taxes 
a person is less likely to be receiving more in Workers Compensation under 
the current law than in take home pay, however, it still can occur. Note 
that a single person with no dependents earning $800 a week or more would 
receive more in workers compensation than in normal take home pay. (These 
tables assume standard deduction. In actuality, higher wage earners tend 
to used itemized deductions and may use additional "dependents" to prevent 
having too much deducted from wages.)

02-COIA (Rev !0 '79)
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McClintock - 2 - April 1, 1983

Using the spendable wage formula would make it difficult for any claimant 
to be eligible for the maximum of $996. Continuing the attached tables, 
a single with no dependents would have*to have weekly w a g e s o f  $2,065.54 in 
order to receive the maximum. A married claimant with two children would 
have to have weekly -wages of $1,966.79. Under the current program the 
maximum can be reached by any individual earning $1,494 per week.

Attachments



HEADING

AVERAGE WEEKLY WAGE 

F I C A

TAXABLE WAGE 

1983 TAX DEDUCTION

SPENDABLE INCOME

80% of SPENDABLE WAGE 

CURRENT LAW

807a of SPENDABLE WAGE 

AS % of CURRENT

DESCRIPTION

Self explanatory
m A

The FICA tax rate for 1983 is 6,7%. The maximum taxable wage 
is $35,700, however, no adjustments are made for this maximum 
in these tables.

This is the average weekly wage in column 1 reduced by $19.23 
times the total number of dependents applicable. The amount 

$19.23 is $1,000/52 (the annual exemption per dependent).

This column is the amount of Federal income tax an employer 
will deduct in 1983 (first six months) using the Federal Per­
centage Method for weekly payroll. The Internal Revenue 
Service provides specific instructions in Circular E - Employer's 
Tax Guide - Publication 15. The rates used are in effect until 
July 1, 1983.

This is the Average Weekly Wage in column 1 reduced by FICA 
and the 1983 tax deduction.

Self explanatory.

Current law provides that the claimant receive compensation in 

the amount of two/thirds of his average weekly wage up to a 
maximum of twice the state average weekly wage ($498 x 2 = 996).

Self explanatory.
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H osp ita l A sso c ia tio n  - i j 

At M. C am osso  >’*•
P rovidence H osp ita l ^
A nchotag* _ . .U > '

A lte rna te  D e lega te  to  th* ..*• 
Am erican H osp ita l A sso c . 

M ichae l Lockwood '
Centra l P en in su la  H osp ita l 
S o ldo ln a  . • "A ■;r;r<v-I

Delega te to  •»'& American 
H ea lth  Care A sso c ia tio n  

J ack  Buen }  i . J ' i  
St. Ann'e N urs ing Home . * 
J un eau  t ■; [

: '• ■ V.Tj -
A tle rna le  D e lega te  to  th e  '  

Am erican Healtn Care 
A sso c ia t io n  - 'V

Emma G. Ivy .'' 
W range ll Genera! H osp ita l 
W range ll •,

Dolepat- to  the  A sso c ia tio n  
o l W estern  H o sp ita ls .. . I. 

M ichae l Herring > • '
South P en in su la  H osp ita l 
Homer ’ „••••

, '• •

A lternate D e lega te  to  the 
A sso c ia tio n  o t W estern  
H osp ita ls 

Dan ie l Van V/ierlngen 
Kodiak Is la n d  H osp ita l 
Kod iak ! "

T rustee D e lega te  lo  the 
American H osp ita l A ssoc._ 

Moe Kad ish  , . .
T lu s le e , P rovidence "* ~ 

Hosp ita l 
i n chorage .

A lternate T rustee D e ltg a le  
lo  American H o sp lla i 
A sso c ia tion  

Robert Jensen  
Centra l P en in su la  H osp ita l 
So ldo lna

Physic ian  Member o l 
t r *  Doaid 

Keil I B rownsberger, M.O. 
Anc orape

P te s i ie n l 
Denn is L  DeW itt 
Juneau

A p r i l  13, 1 9 S 3

T h e  H o n o r a b l e  W a l t  F u r n a c e  
S t a t e  C a p i t o l  
P o u c h  V  *
J u n e a u ,  A l a s k a  9 9 S 1 1

S u b j e c t :  H B  3 1 1

D e a r  W a l t
i

T h e  A l a s k a  S t a t e  H o s p i t a l  A s s o c i a t i o n  h a s  r e v i e w e d  
H o u s e  B i l l  3 1 1  a n d  w i s h e s  t o  i n f o r m  y o u  of o u r  support.

. T h i s  m e a s u r e  r e s t r u c t u r e s  t h e  w o r k e r s  c o m p e n s a t i o n  
.program t o  m o r e  a d e q u a t e l y  c o m p e n s a t e  t h o s e  r e c e i v i n g  
c o m p e n s a t i o n  at t h e  l o w e r  e n d  o f  t h e  p a y  s c a l e  w h i l e  
c u r i n g  a n  i n c e n t i v e  to r e m a i n  on c o m p e n s a t i o n  at the 
o t h e r  e n d  of t h e  s cale. T h i s  i s  d o n e  b y  i n c r e a s i n g  t h e  
m i n i m u m  b e n e f i t  a n d  c h a n g i n g  t h e  b a s i s  of c a l c u l a t i o n  
t o  8 0 %  o f  t h e  s p e n d a b l e  w e e k l y  e a r n i n g s .  T h e r e  are 

• o t h e r  c h a n g e s  in t h e  b i l l  w h i c h  in o u r  j u d g e m e n t  add t o  
t h e  m e r i t s  of t h i s  l e g i s l a t i o n .

W e  a r e  c o n v i n c e d  t h a t  the s t r u c t u r e  p r o p o s e d  in 
H B  3 1 1  w i l l  i n c r e a s e  r e a l  b e n e f i t s  t o  t h e  i n j u r e d  as 
w e l l  as o f f e r  t h e  p o t e n t i a l  f o r  a r e d u c t i o n  in p r e m i u m s  
f o r  t h e  e m p l o y e r .  T h i s  m a k e s  H B  3 1 1  i n d e e d  a u n i q u e  
b i l l  w h i c h  s h o u l d  b e  m o v e d  q u i c k l y  t h r o u g h  t h e  l e g i s l a t i v e  
p r o c e s s .

D e n n i s  L. 

P r e s i d e n t
D e W i t t

D L D :If

c c : A l a s k a  S t a t e  C h a m b e r  of C o m m e r c e  
A s s o c i a t e d  G e n e r a l  C o n t r a c t o r s
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P E R S P E C T I V E  O N  T HE P R O P O S E D  19S3 A M E N D M E N T S  

•TO T H E  W O R K E R S’ C O M P E N S A T I O N  'ACT

P r e p a r e d  by the J o i n t  L a b o r / M a n a g e m e n t  Ad Hoc C o m m i t t e e

March, 1983

•'BACKGROUND
i ■ —  — .I.

In 196 8  the A l a s k a  w e e k l y  m a x i m u m  w o r k e r s 1 c o m p e n s a t i o n  b e n e f i t  w as $113.00.

B y  1974, the m a x i m u m  w e e k l y  c o m p e n s a t i o n  r a t e  ros e  to $175.00. D u r i n g  this 

jpetiod'tof ItiTJe, C o n g r e s s - e s t a b l i s h e d  the .National Commission-.on-State 

' W o r k m e n’s C o m p e n s a t i o n  Laws to " u n d e r t a k e  a - c o m p r e h e n s i v e  s t u d y  and e v a l u a t i o n  

of S t a t e  w o r k m e n’s c o m p e n s a t i o n  laws, in o r d e r  to d e t e r m i n e  if suc h  laws 

p r o v i d e  an a d equate, prompt, and e q u i t a b l e  s y s t e m  of c o m p e n s a t i o n . "  In 

the N a t i o n a l  C o m m i s s i o n  r e c o m m e n d e d  to the P r e s i d e n t  and C o ngress:

[T]hat, s u b j e c t  to the S t a te's m a x i m u m  w e e k l y  benefit,

t e m p o r a r y  total d i s a b i l i t y  b e n e f i t s  be at least 80% of the

w o r k e r ' s  s p e n d a b l e  w e e k l y  e a rnings. This formula should be 

u s e d  as soo n  as f e a s i b l e  or, in a n y  case, as soon as the 

m a x i m u m  w e e k l y  b e n efit in a state exceeds 100% of the s t a te's 

-average w e e k l y  wage. (R 3.6; p 60)

[ T ] h a t . . . t h e  m a x i m u m  w e e k l y  b e n e f i t  for t e m p o r a r y  total 

d i s a b i l i t y . ..[ g r a dually i n c r e a s e  so that] a f t e r  J u l y  1, 1981, 

the m a x i m u m  s h o u l d  be at least 2 0 0 %  of the state's a v e r a g e  

w e e k l y  wage. (R 3.9; p 62) (See E x h i b i t  1)

In a p r o - l a b o r  a t m o s p h e r e  and in r e a c t i o n  to some of the N a t i o n a l  C o m m i s s i o n ' s  

f i n d i n g s  the A l a s k a  L e g i s l a t u r e  in 1975 a m e n d e d  the A l a s k a  Workers' 

C o m p e n s a t i o n  Act (Act) by p r o v i d i n g  a g r a d u a l  phas e - i n  of the 2 0 0 %  of state 

a v e r a g e  w e e k l y  wag e  maximum, d o u b l i n g  the scheduled p e r m a n e n t  partial 

d i s a b i l i t y  m a x i m u m  in the Act, and e l i m i n a t i n g  the $ 3 0 ,000 l i m i t  on 

u n s c h e d u l e d  p e r m a n e n t  partial d i s a b i l i t y  (see ch 83 S L A  1975).

M a n a g e m e n t  b i t t e r l y  c o n t e s t e d  the 1975 l a b o r - s p o n s o r e d  a mendments. As a 

result, l i t t l e  t h o ught was g i v e n  by labor, m a n a g e m e n t  or the l e g i s l a t u r e  to 

workers' c o m p e n s a t i o n  as an e f f e c t i v e  d e l i v e r y  system. Only a p o r t i o n  of the 

1972 C o m m i s s i o n ' s  r e c o m m e n d a t i o n s  were enacted, i.e., the p o r t i o n  recoramendirg 

the p h a s e - i n  to 200% of the state a v e rage w e e k l y  wage. The r e c o m m e n d a t i o n  for 

i m p l e m e n t i n g  the 80% of spe n d a b l e  w e e k l y  e a r n i n g s  formula w a s  o m i tted by the 

l e g islature. Due to the law change, workers' c o m p e n s a t i o n  p r e m i u m  rates 

i n c r e a s e d  35.2% in 1975, 13.0% in 1976, and 6% in 1977 (see E x h i b i t  2).

C

1



C o n t r i b u t i o n s  t o  W o r k e r ' s  C a n p e n s a t i o n  C o m m i t t e e  of A l a s k a

Clary A g e n c y  

Industrial I n d e m n i t y  

J.E. G o t t s t i e n  A C o m p a n y  

N abors A l a s k a  D r i l l i n g  

A i r  V a n  L i n e s  

N o r t h e r n  A d j u s t e r s  

S O H I O

R e l i a b l e  T r a n s f e r  

F r o n t i e r  E q u i p m e n t  

A r c o

A l y e s k a  P i p e l i n e  S e r v i c e  Co.

W e i n  A i r  A l a s k a  

S o u r d o u g h  

World W i d e  M o v e r s  

AAA D e l i v e r y

A l a s k a  T r j c k i n g  A s s o c i a t i o n  

A l e x a n d e r  and A l e x a n d e r  

Scott W e t z e l  S e r v i c e s  

E v e ^ g ^ e e n  H e l i c o p t e r  Inc.

Denali T r a n s p o r t a t i o n  

Avi s  K e n t - a - C a r  

H A S  W a r e h o u s e  Inc.

Alaska P a c i f i c  A s s u r a n c e  Co.

Lynden T r a n s p o r t  Inc.

Bristol Bay C o n t r a c t o r s  

K A W. T r u c k i n g

H a r o l d ' s  h e n t - A - T r u c k  (Anchorage) 

Seward S e r v i c e  (ATA)

H ermon B r o t h e r s  C o n s t r u c t i o n  (Palmer) 

Alascom

Alaska G a s  A S e r v i c e  Co.

K enw o r t h  N o r t h w e s t  Inc.

Kodiak Oil S a l e s  

Alaska C h a p t e r  of CPCU 

B ekins

Fou r  S t a r  T e r m i n a l s  

N o rthwest G a s  

Pictures, Inc.

Redi E l e c t r i c

S t r a n o  St e e l  A Feek, Inc.

Denali T r u c k i n g

S t e p h e n * s  Bros. P l u m b i n g  

Parker, S m i t h  A Feek, Inc.

F e s s l e r  E q u i p m e n t  Co.

A l a s k a  A i r l i n e s  

Sea-Air, Inc.

S c h l u m b e r g e r  Offs h o r e

Food S ervices, Inc. (McDonalds)

KNA O i l f i e l d  S e r v i c e s  

T e s o r o  A l a s k a  

A l a s k a  C l e a n e r s  

S e a l a n d  I n d u s t r i e s

C o n s t r u c t i o n  Indu s t r y  A d v a n c e m e n t  Fun d  

Parker, S m i t h  A Feek, Inc.

C o r r o o n  A B l a c k / D a w s o n  

E n s t a r

D o u g l a s  T r u c k i n g  

F r o n t i e r  C o m p a n i e s  of Ak 

L e o nard M c L e a n  

H e r m a n  Bros.



In 1977, m a n a g e m e n t  s u c c e s s f u l l y  s p onsored l e g i s l a t i o n  reinposing a li c i t  on 

"unscheduled*1 perc a n e n t  p a r t i a l  d i s a b i l i t y  —  this tiae at $60,000 (see 

ch 75 SLA 1977). The 1977 a m e n d m e n t s  r e d uced w o r k e r s’ co m p e n s a t i o n  p r e mium 

rates by I S .67. (see Exhibit 2).

As a r e s u l t  of the 1975 a m e n d m e n t s  the m a x i m u m  w e e k l y  c o m p e n s a t i o n  rate 

c o n t i n u e s  to increase. The m a x i m u m  rat e  d e p e n d s  u p o n  the state average w e e k l y  

wa g e  and the p e r c e n t a g e  m u l t i p l i e r  con t a i n e d  in AS 23.30 . 1 7 5 ( a ) .  The state 

av e r a g e  w e e k l y  wage and m a x i m u m  workers' c o m p e n s a t i o n  rate for injuries 

o c c u r r i n g  in the years i n dicated are c o ntained in E x h i b i t  3.

P r e s e n t l y  the m a x i m u m  w e e k l y  workers' c o m p e n s a t i o n  b e n e f i t  is $ 9 9 6.00 per 

week. Of course, the m a x i m u m  b e n e f i t  Is l i m ited b y  a r e c i p i e n t’s average 

w e e k l y  wage. A c c o r d i n g l y ,  a r e c i p i e n t  m u s t  h a v e  e a r n e d  an average of 

$ 1 , 4 9 4 . 0 0  per w e e k  d uring one of the three y e a r s  p r e c e d i n g  his i n j u r y  to be 

e l i g i b l e  for the m a x i u m u m  w e e k l y  workers' cotrpensation benefit.

L E G I S L A T I V E  T A S K  FO R C E

T h e  A l a s k a  L e g i s l a t u r e  passed a r e s o l u t i o n  in 1980 e s t a b l i s h i n g  a task force 

to st u d y  the A laska workers' c o m p e n s a t i o n  s y s t e m  and to rec o m m e n d  changes in 

r e s p o n s e  to R i c h a r d  F i n e b e r g ' s  report, " W o r k e r s’ C o m p e n s a t i o n  P r o b l e m s  in 

A l a s k a " .  The c o m mittee, c o - c h a i r e d  by S e n a t o r  T e r r y  Stimson and 

R e p r e s e n t a t i v e  B r i a n  Rogers, included r e p r e s e n t a t i v e s  from labor, m a n a g e m e n t ,  

a nd the i n s u r a n c e  industry. Fact f i n ding h e a r i n g s  were held in Anchorage, 

F a i r b a n k s  and Juneau. Ultimately, the joint e f f o r t  failed at the close of the 

1981 l e g i s l a t i v e  session and little c o r r e c t i v e  l e g i s l a t i o n  was recomm e n d e d .

D e s p i t e  the joint task force demise, a few c h a n g e s  w e r e  jointly recommended 

and i m p l e m e n t e d  including: i n c r e a s i n g  e m p l o y e r ' s  c o n t r i b u t i o n  to the second

i n j u r y  fund, n e w  rep o r t i n g  r e q u i r e m e n t s  to a l l o w  e f f e c t i v e  m o n i t o r i n g  of the 

system; and a •’-‘rective to u n dertake a st u d y  of v o c a t i o n a l  r e h a b i l i t a t i o n  of 

the injured w o r k e r  ( s'e ch 59 SLA 1981 and E x h i b i t  4). Funds were also m a d e  

a v a i l a b l e  to f u r t h e r  study the Alaska workers' c o m p e n s a t i o n  system. These 

s t u d i e s ,  pre s e n t e d  to the l e g i s l a t u r e  in 19S2, are: "The R e p o r t  of the

C o m p r e h e n s i v e  Study of V o c a t i o n a l  R e h a b i l i t a t i o n  in the Alaska Workers' 

C o m p e n s a t i o n  P r o g r a m "  by Zee J a c k s o n  ( E x h i b i t  5); and "An A n a l y s i s  of the 

A l a s k a  Workers' C o m p e n s a t i o n  System" by Joh n  II. Lewis (Exhibit 6).

C o i n c i d i n g  w i t h  the efforts of the l e g i s l a t i v e l y  c r e ated task force was the 

f o r m a t i o n  of two employer orie n t e d  groups, the Workers' C o m p e n s a t i o n  C o m m i t t e e  

of A l a s k a  (WCCA) and the Alaska Con.Terence of E m p l o y e r s  (ACE). In 1980, A C E  

con miss i o n e d  a s t u d y  by Richard Block and A s s s o c i a t e s  entitled " I d e n t i f i c a t i o n  

and E l i m i n a t i o n  of the C auses of the Hig h  Cost of W o r k e r s 'C o m p e n s a t i o n  

I n s u r a n c e  to A l a s k a  Employers" which includes 34 r e c o m m e n d a t i o n s  for the 

A l a s k a  workers' c o m p e n s a t i o n  laws. In 1982 A C E  c o m m i s s i o n e d  a n o t h e r  study 

w h i c h  r e c o m m e n c ' d  spec i f i c  changes to the A l a s k a  Workers' C o m p e n s a t i o n  Act. 

T h i s  study, p r e p u e d  ay Edward Hite, was presented to the H o u s e  L a b o r  and 
C o m m e r c e  C o m m i t t e e  in 1982.
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In t h e - s i m m e r  o f - 1 9 8 1 , .House L a b o r  and C o m m e r c e  C h a i r m a n  T e r r y  M artin held 

a d d i t i o n a l  h e a r i n g s  in A n c horage, F a i r b a n k s  a n d  J u n e a u  on the Alaska workers' 

c o m p e n s a t i o n  system. More hear i n g s  w e r e . h e l d  on workers' c o m p e n s a t i o n  during 

the e a r l y  p o r t i o n  of the second session.

L e g i s l a t o r s ,  c o n s u l t a n t s * a n d  others r e p e a t e d l y  r e c o m m e n d e d  that labor and 

m a n a g e m e n t  r e p r e s e n t a t i v e s  j o i n t l y  agree on a workers' c o m p e n s a t i o n  bill and 

p r e s e n t  it to the l e g i s l a t u r e  for p a s s a g e .  Febr u a r y ,  1982 that p r o c e s s  was 

i n i t i a t e d .

T H E  L A B O R / M A N A G E M E N T  AD HOC C O M M I T T E E

F o l l o w i n g  a F e b r u a r y  5, 1982 m e e t i n g  in A n c h o r a g e  wh i c h  over 50 

r e p r e s e n t a t i v e s  of labor and m a n a g e m e n t  a t tended, a joint ad hoc com m i t t e e  was 

formed to d i s c u s s  the pof. sibility of pro p o s i n g  w o r k e r s ' c o m p e n s a t i o n  

l e g i s l a t i o n .  The l a b o r / m a n a g e m e n t  ad hoc c o m m i t t e e  formulated several 
o b j e c t i v e s  w h i c h  included:

(1) p r o v i d i n g  an effe c t i v e  s y s t e m  for the d e l i v e r y  of 

b e n e f i t s  and services;

(2) d i s c o u r a g i n g  fr a u d u l e n t  c l a i m s  and f r a u d u l e n t  sta t e m e n t s  

to o b t a i n  or deny workers' c o m p e n s a t i o n  benefits;

(3) p r o v i d i n g  an effe c t i v e  d e t e r r e n t  for those employers 

f a i l i n g  to provide r e q u i r e d  workers' c o m p e n s a t i o n  

insurance;

(4) incre a s e  i n c entives and d e c r e a s e  d i s i n c e n t i v e s  for 

r e t u r n i n g  to wo r k  after an injury;

(5) e n c o u r a g e  safety;

(6) p r o v i d e  for e f fective r e h a b i l i t a t i o n  of an injured 
worker;

(7) r e d i s t r i b u t e  dollars from those w o r k e r s  not severely 

injured to those seri o u s l y  i n j ured workers who have los t  

the a b i l i t y  to be g a i n f u l l y  empl o y e d  as a result of their 
injury;

(8) r e d u c e  or minimize the impact of workers' c o m p e n s a t i o n  
prem i u m s  on the employer;

(9) cont i n u e  studying the A l a s k a  workers' c o m p e n s a t i o n  system 
to identify problems and r e c o m m e n d  solutions; and

(10) s t a b l i z i n g  the a t m o s p h e r e  for d i s c u s s i n g  proposed 

ch a nges to t m  Alaska Workers' C o m p e n s a t i o n  Act.
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•  ~
T i m e  w a s  o b v i o u s l y  limited if the l e g i s l a t i o n  was to be introduced during the 

1 2 t h  L e g i s l a t u r e .  A c c o r d i n g l y ,  the ad hoc c o m m i t t e e  agreed to limit their 

e f f o r t s  towards:

(1) T e c h n i c a l  changes to the Act n e c e s s a r y  for m o r e  effective 

a d m i n i s t r a t i o n ;

(2) I m p l e m e n t i n g  a s ystem which:

(A) Pro/i d e s  for th^ e a r l y  i d e n t i f i c a t i o n  of i n j ured 

w o r k e r s  who p o t e n t i a l l y  need r e h a b i l i t a t i o n ;

(B) Provider, for the ea r l y  r e t u r n  to d i r e c t  enployeracnt;

(C) P r o v i d e s  i n c e n t i v e s  to r e t u r n  to w o r k  and reduces

d i s i n c e n t i v e s  to r e t u r n  to work;

(D) P r o v i d e s  for a p p r o p r i a t e  crim i n a l  p e n a l t i e s  for 

w i l l f u l  m i s r e p r e s e n t a t i o n  of fa-ts for the p u r p o s e  of 

o b t a i n i n g  or denying benefits; and

(E) Provi d e s  a m e c h a n i s m  for cease and d e s i s t  orders to

be issued against u n i n s u r e d  employers.

T h e  ad hoc c o m m i t t e e  found that the e x i s t i n g  m e t h o d  of d e t e r m i n i n g  w e e k l y  

c o m p e n s a t i o n  bene f i t s  (66-2/3% of g r o s s  wages: see A S  2 3 . 3 0.185) created a 

d i s i n c e n t i v e  to r eturn to wor k  e s p e c i a l l y  for the h i g h  wage earner. For 

e x a m p l e ,  a single w o r k e r  earning $ 1 , 4 9 4 . 0 0  per wee k  takes home a p p r o x i m a t e l y  

$ 9 1 5 . 7 5  per w e e k  ( s u b t r a c t i n g  $477.75 in i n c o m e  tax w i t h h o l d i n g  and $ 1 0 0.50 in 

F I C A  w i t h h o l d i n g ) .  The same w o r i j r  co u l d  r e c e i v e  $ 9 9 6 . 0 0  per w e e k  in workers' 

c o m p e n s a t i o n .  T h e r e  is little ■'ncentive to r e t u r n  to w o r k  under these and 

s i m i l a r  circ u m s t a n c e s .

R e d u c i n g  the amount of workers' c o m p e n s a t i o n  an injured w o r k e r  r e c e i v e s  

r e l a t i v e  to his income i n c r e a s e s  the i n c e n t i v e  the r e t u r n  to work. In 

e x a m i n i n g  ot h e r  states' laws, the c o m m i t t e e  noted that only o n e  other state 

(Iowa) and the federal L o n g s h o r e m e n’s and H a r b o r  Workers' C o m p e n s a t i o n  Act 

(L & H  Act) base the m a x i m u m  b e n e f i t  on 200% of the state a v e r a g e  w e e k l y  

wage. The o v e r w h e l m i n g  m a j o r i t y  of states limit w e e k l y  b e n e f i t s  to 100% of 

t h e  state a v e r a g e  w e e k l y  wage (see E x h i b i t  7, Churt V, p 15-17). In Alaska, 

a m a x i m u m  b e n e f i t  of 100% of the state a v e rage w e e k l y  wage w o u l d  p r esently 

l i m i t  b e n e f i t s  to a m a x i m u m  of $ 4 9 8 . 0 0  per week. T h i s  a l t e r n a t i v e  is not 

l o o k e d  upon f a v o r a b l y  by labor.

A  second a l t e r n a t i v e  was to implement that p o r tion of the 1972 National 

C o m m i s s i o n ' s  findings which was omitted in the 1975 a m e n d m e n t s  to the Act,

i.e., b e n e f i t s  based upon 80% of spe n d a b l e  earnings. The ad h oc committee 

noted that Iowa, the on l y  other state b asing the m a x i m u m  rate u p o n  200% of the 

s t a t e  average w e e k l y  wage, u t i l i z e s  the 80% of s p e n d a b l e  i ncome formula. 

Similarly, the United States C o m p t r o l l e r  General in his report entitled 

" L o n g s h o r e m e n  and H a r b o r  Workers' C o m p e n s a t i o n  Act N e e d s  A m e nding", found at 
p. 15 that:
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• •
[T]he curi.eiat level of b e n e f i t s  p r o v i d e s  c o m p e n s a t i o n  that 

c o m e s  c l o s e r  to full r e p l a c e m e n t  of net earnings then to the 

6 6 - 2 / 3 %  r e p l a c e m e n t  a n t i c i p a t e d  w h e n  the .Act was passed. In 

a d d i t i o n  to min i m i z i n g  i n c e n t i v e s  to r e t u r n  to work, 

c o m p e n s a t i o n  that a p p r o a c h e s  t a k e - h o m e  pay g i v e s  little 

• r ecognition to a basic-^concept • of workers' compensation, that 

there s h o u l d  be some s h a r i n g  of r i s k  b e t w e e n  employer and 

e m p l o y e e  for w o r k - r e l a t e d  i l l ness or .injury. (See .Exhibit 8 

for f u r t h e r  discussion.)

T h e  ad hoc c o m m i t t e e  agreed that la b o r  and rr.anagment are better served by a 

s y s t e m  that provides i n c r e a s i n g  b e n e f i t s  for w o r k e r s  above the 1 0 0 %  of state 

a v e r a g e  w e e k l y  w a g e  because of the a r b i t r a r y  n a t u r e  of that ceiling. On the 

ot h e r  hand, the b e n e f i t  le v e l  s h o u l d  not exceed nor approximate t he t a k e - h o m e  

p a y  o f  an i n j u r e d  worker. T h e  c o m m i t t e e  r e c o m m e n d e d  a system w h e r e b y  the 

i n j u r e d  w o r k e r  r e c e i v e  80% of s p e n d a b l e  w e e k l y  earn i n g s  as it a p p e a r e d  to 

a c h i e v e  b o t V u g o a l s .

T h e  ad hoc c o m m i t t e e  also e x a m i n e d  the c o m p e n s a t i o n  paid to injured w o r k e r s  

f or "scheduled'' permanent p a r t i a l  d i s a b i l i t i e s  (see A S  2 3 . 3 0 . 1 9 0 ( a ) (1-18)) .

T h e  c u r r e n t  m a x i m u m s  for s c h e d u l e d  i n j u r i e s  have not been changed since 

,1975. O n e - h a l f  of the states p a y  s c heduled benefits equal to or h i g h e r  than 

"Alaska (see E x h i b i t  7, Chart VI, p . 18). An increase of 35% in the s c heduled 

p e r m a n e n t  p a r t i a l  d i s a b i l i t y  m a x i m u m s  was agreed upon by the ad hoc c o m m i t t e e  

a s  3 fair a d j u s t m e n t .  Similarly, the ad hoc c o m m i t t e e  agreed to i n c r e a s e  the 

u n s c h e d u l e d  per m a n e n t  partial d i s a b i l i t y  m a x i m u m  contained in A S  2 3 . 3 0 . 1 9 0 ( b )  

f r o m  $ 6 0 , 0 0 0  to $75,000.

O t h e r  m i n o r  c h a n g e s  were a g r e e d  to, such as: limiting the a d j u s t m e n t  for the

v a l u e  of r o o m  and board on g r o s s  income to those persons whose i n c o m e s  are 

b e l o w  the state average w e e k l y  wage; i n s u r i n g  that workers' c o m p e n s a t i o n  

b e n e f i t s  are based upon t a x a b l e  income; i n c r e a s i n g  the injured w o r k e r ' s  

m i n i m u m  c o m p e n s a t i o n ;  e x c l u d i n g  from c o v e r a g e  a c t i v i t i e s  of a p e r s o n a l  n a t u r e  

a w a y  from e m p l o y e r - p r o v i d e d  f a c i l i t i e s  at r emote job sites; i n c r e a s i n g  the 

p e n a l t i e s  for m i s r e p r e s e n t a t i o n ;  p r o v i d i n g  for the issuance of a s t o p - o r d e r  

a g a i n s t  an u n i n s u r e d  employer.

A d d i t i o n a l l y ,  a n ew method of c o m p u t i n g  the wage or gross earnings was 

pr o p o s e d  i n s tead of the p r e s e n t l y  e x i s t i n g  h i g h e s t  of the preceding three 

c a l e n d a r  yeai . The new m e t h o d  w o u l d  base gr o s s  earnings on the m o s t  r e c e n t  

q u a r t e r s '  e a r n i n g s  if a w o r k e r  were c o n t i n u o u s l y  employed by an employer and 

bar e  e a r n i n g s  on an average of the prec e d i n g  two years if not c o n t i n u o u s l y  

em p l o y e d  in the preceding c a l e n d a r  quarter. Finally, legislatio.. was proposed 

to p r o v i d e  for the prompt i d e n t i f i c a t i o n ,  e v a l u a t i o n  and r e h a b i l i t a t i o n  of 

i n j u r e d  w o r k e r s  whose d i s a b i l i t y  p r e c l u d e s  their return to work.

T h i s  l e g i s l a t i v e  package, HB 159 (1982), passed the House unanimously. W h i l e  

a w a i t i n g  h e a r i n g  in Senate L a b o r  and Commerce, i nformation was c i r c u l a t e d  

c o n c e r n i n g  the anticipated c o s t  of this proposed legislation.
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6 $
A l t h o u g h  no o f f i c i a l  notice or d o c u m e n t  has b e e n  found to exist, it is 

b e l i e v e d  that the National C o u n c i l  o n  C o m p e n s a t i o n  insu r a n c e  (NCCI) 

p r e l i m i n a r i l y  rated this l e g i s l a t i o n  as p o t e n t i a l l y  i n c reasing w o r k e r s’ 

c o m p e n s a t i o n  rates by a p p r o x i m a t e l y  9%. M a n y  e m p l o y e r s  who had n o t  

p a r t i c i p a t e d  in drafting the l e g i s l a t i o n  and w e r e  u n f a m i l i a r  with the m e t h o d  

by w h i c h  NCCI rates workers' c o m p e n s a t i o n  laws, b e c a m e  a p p r ehensive. 

Ultima t e l y ,  those items to w h i c h  NCCI had a f f ixed a cost were r e m o v e d  fro m  the 

b i l l  and the r e m a i n i n g  legislation, p r imarily p r o v i d i n g  for v o c a t i o n a l  

r e h a b i l i t a t i o n ,  p assed the S e n a t e  and became l a w  (se e  ch 93 SLA 1982).

1983 P R O P O S E D  L E G I S L A T I O N

T h e  l e g i s l a t i o n  proposed by the L a b o r / M a n a g e m e n t  Ad H o c  Committee this y e a r  is 

in e s s e n c e  the legisl a t i o n  r e m o v e d  from HB 159 (1982) in the Senate w i t h  a f ew 

m i n o r  changes^-. In essence, the bi l l  p r o v i d e s  for:

1. I n c r e a s i n g  the m i n imum c o m p e n s a t i o n  fro m  $ 6 5 - 0 0  to $110.00 

pe r  week.

2. I n c r easing the m a x i m u m  paid for scheduled p e r m a n e n t  

p a r t i a l  disabilities c o n t a i n e d  in AS 2 3 . 3 0 . 1 9 0 ( a ) .

3. I n c r e a s i n g  the funeral e x p e n s e s  for de a t h  claims.

4. I n c r e a s i n g  the m i n i m u m  c o m p e n s a t i o n  for a w i d o w  or w i d ower 
from $ 4 5 . 0 0  to $75.00 p e r  week.

N C C I  p r e l i m i n a r i l y  rates these c h a n g e s  as in c r e a s i n g  the c o m p e n s a t i o n  rates by 

3%. The process of rating work e r s '  c o m p e n s a t i o n  l e g i s l a t i o n  a l l o w s  for input 

fr o m  the local insurance c o m m u n i t y  or comm i t t e e  to s p e c i f i c a l l y  a d j u s t  the 

p r e l i m i n a r y  NCCI estimate and a l l o w  for the *’Alaska" experience. W e  b e l i e v e  

the local c o m m i t t e e  will r e d u c e  this p r e l i m i n a r y  r a t i n g  by NCCI b y  at least 

o n e  or two percent. The r e m a i n i n g  increase, if any, the com m i t t e e  b e l i e v e s  

w i l l  not be justified in the l o n g  run. The reduced w e e k l y  b e n e f i t  rates 

c o u p l e d  w i t h  the previously e n a c t e d  changes to v o c a t i o n a l  r e h a b i l i t a t i o n  

sh o u l d  d e c r e a s e  the incentive to stay on workers' c o m p e n s a t i o n  and increase 

the i n c e n t i v e  to return to work. This decr e a s e d  u t i l i z a t i o n  of the s y s t e m

No increase in unscheduled p e r m a n e n t  partial d i s a b i l i t y  c o m p e n s a t i o n ,  

A S  2 3 . 3 0 . 1 9 0 ( b ) ;  and the s p e n d a b l e  weekly wage is n ot based on the 

p r e v i o u s  reporting quarter's e arnings.

5. B a s i n g  w e e k l y  benefits u p o n  80% of the s p e n d a b l e  weekly 

e a r n i n g s .

6. C o m p u t a t i o n  of gross w e e k l y  earnings w i l l  be based upon an 

a v e r a g e  of the two p r e c e d i n g  calendar years.

7. D e f i n i t i o n a l  changes n e c e s s a r y  to e f f e c t u a t e  the above 

c h a n g e s .
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-.should result-'in reduced w o r k e r s ' c o m p e n s a t i o n - r a t e s . 'W e ' b e l i e v e  that'this 

a s s u m p t i o n  of decreased u t i l i z a t i o n  of the work e r s '  c o m p e n s a t i o n  s y s t e m  is a 

v a l i d  a s s u m p t i o n ;  however, w e  r e c o g n i z e *the d i f f i c u l t y  in inse r t i n g  such a 

a s s u m p t i o n  in the a c t u a r i a l  p r o j e c t i o n s  m a d e  by NCCI.

T h e - a d  h o c - c o m m i t t e e  r e m a i n s  a v i a b l e  e n t i t y  at-it.he p r e sent t i m e - a n d - h o p e s  to 

c o n t i n u e  p r o v i d i n g  a-stable, r a t i o n a l  fo r u m  for.the d i s c u s s i o n  of A l a s k a ' s  

W o r k e r s '  C o m p e n s a t i o n  Act. The c o m m i t t e e  n o t e s  t h a t  i n  1981 the a v e rage 

wo r k e r s '  c o m p e n s a t i o n  p r e m i u m  per w o r k e r  in A l a s k a  was $594.98; the State of 

W a s h i n g t o n  per w o r k e r  p r e m i u m  w a s  $185.50; and the national average was 

$ 1 8 9 . 5 7  (see E x h ibit 9). M a n y  b e l i e v e  th e s e  r a t e s  mus t  be r e d u c e d  if A l a s k a  

e x p e c t s  to a t t r a c t  i n d u s t r y  to b r o a d e n  its e c o n o m i c  base aiyi provide a m o r e  

s t a b l e  labor market. On t h e  other hand, t he c o m m i t t e e  believes that 

l e g i t i m a t e l y  injured w o r k e r s  s hould c o n t i n u e  to t i m e l y * r e c e i v e  c o m p e n s a t i o n  

a nd r e h a b i l i t a t i o n  in a c c o r d a n c e  w i t h  the p h i l o s o p h y  of the Workers' 

C o m p e n s a t i o n  Act.
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Mr. W i l l i a m  R e e v e s  

A s s o c i a t e d  G e n e r a l  C o n t r a c t o r s  

o f  A l a s k a  

3201 S p e n a r d  R o a d  

A n c h o r a g e ,  A l a s k a  99503

D e a r  Mr. Reeves:

T h i s  is to c o n f i r m  our t e l e p h o n e  c o n v e r s a t i o n  r e g a r d i n g  

t he p r i c i n g  o f  c e r t a i n  p r o p o s e d  c h a n g e s  in the A l a s k a  workers' 

c o m p e n s a t i o n  law.

T h e  fi r s t  c h a n g e  r e q u e s t e d  to b e  p r i c e d  w a s  the effect 

of i n c r e a s i n g  t h e  m a x i m u m  a g g r e g a t e  p a y a b l e  for s c h e d u l e d  

p e r m a n e n t  p a r t i a l  i n j u r i e s  b y  35% and c o n v e r t i n g  the benefit 

f o r m u l a  f r o m  66 2 / 3 %  of gross w a g e s  to 8 0% of s p e n d a b l e  e a m i n g s  

on all injuries. We c a l c u l a t e d  tha t  t h e  effect o f  such changes 

w o u l d  i n c r e a s e  co s t s  by a p p r o x i m a t e l y  3%.

T h e  s e c o n d  p r i c i n g  r e q u e s t  i n v o l v e d  i n c r e a s i n g  the m i n i m u m  

w e e k l y  b e n e f i t  f r o m  $ 6 5 . 0 0  to $ 1 1 0 . 0 0  We a s s u m e d  this change 

to t a k e  e f f e c t  c o m m e n s u r a t e  w i t h  the c h a n g e  to a s p e n d a b l e  earnings 

formula. S i n c e  t he r e c i p i e n t s  o f  b e n e f i t s  r e c e i v e  actual gross 

or s p e n d a b l e  e a r n i n g s  if less tha n  the minim u m ,  o ur e v a l u a t i o n  of

su c h  a c h a n g e  is that it w o u l d  h a v e  l ittle or no effect on overall

costs.

Fina l l y ,  it s h o u l d  be n o t e d  that o u r  c a l c u l a t i o n s  wer e  made

w i t h  r e s p e c t  to co s t s  only and a re i n d e p e n d e n t  of any p o s s i b l e

r a t e  i n d i c a t i o n s .

I h o p e  th a t  this p r o v e s  to be of a s s i s t a n c e  and if y o u  have 

any a d d i t i o n a l  q u e s tions, p l e a s e  feel free to c o n t a c t  me.

V e r y  t r u l y  y ours, ...

M i c h a e l  C a m i l l e r i  

A s s i s t a n t  Vic e  P r e s i d e n t  

D i r e c t o r  of Nati o n a l  A f f a i r s

M C : mh

cc: Mr. Don Koch, A l aska Insurance Dept.
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M a r c h  11, 1983

Mr. J i m  R o b i s o n  
C o m m i s s i o n e r ,

D e p a r t m e n t  of L a b o r  

S t a t e  of A l a s k a  

P. 0. B o x  1149 

Juneau, A K  99811

C o m m i s s i o n e r  Robi s o n :

P u r s u a n t  to our d i s c u s s i o n  on F e b r u a r y  15, 1983 a t t a c h d  y ou w i l l  find a 

m e m o r a n d u m  b y  the J o i n t  L a b o r / M a n a g e m e n t  Ad H o c  C o m m i t t e e .  As y o u  are 

aware, the N C C I  f i n a l l y  issued a p r e l i m i n a r y  ''rating" of the agreed u p o n  

a m e n d m e n t s  to the Act. F u r t h e r m o r e ,  two c h a n g e s  w e r e  m a d e  to the 

l e g i s l a t i v e  p r o p o s a l  dated D e c e m b e r  30, 1982: T h e  i n c r e a s e  in

" u n s c h e d u l e d "  p e r m a n e n t  p a r t i a l  d i s a b i l i t y  b e n e f i t s  was d e l e t e d ,  and the 

d e t e r m i n a t i o n  of g r o r s  w e e k l y  wag e  is based or: the two p r e v i o u s  years 

e a r n i n g s  d i v ided b y  100, a l t h o u g h  the b o a r d  m a y  a d j u s t  the w e e k l y  wage 

d e t e r m i n a t i o n  if it is u n f a i r  to the e m p l o y e e  or e m p l o y e r .

Please t r a n s f e r  this i n f o r m a t i o n  to Mr. B l o o m  at y o u r  e a r l i e s t  p o s s i b l e  

o pport u n i t y .  T h a n k  you for the c o n t i n u e d  s u p p o r t  of our e f f o r t s .

S i n c e r e l y

Ad Hoc c o m m i t t e e  C o - C h a i r m e n

R i c h a r d  C a t t a n a c h  /  ,r£—
P r e s i d e n t ,  A l a s k a  C o n f e r e n c e  of E m p l o y e r s

R i c h a r d  C a t t a n a c h

K e v i n  D o u g h e r t y  /  ~  A- 
D i s t r i c t  C o u n c i l  of L a b o r e r s



•I t s m f i p e Ms a c o m m s t t e e
1----------------------------- OF ALASKA--------------------------------- 1

PO BOX 1 6 4 7  J ANCHORAGE , AK.  9 9 5 0 1  

W O R K I N G  F O R  AN E Q U I T A B L E  W O R K E R S  C O M P E N S A T I O N  L A W FOR  ALL  A L A S K A N S  '

F e b r u a r y  28, 1 9 8 3

Mr. J a m e s  R o b i s o n ,  C o m m i s s i o n e r
D e p a r t m e n t  o f  L a b o r
S t a t e  * o f ' A l a s k a
P O  B o x  1149
J u n e a u ,  A l a s k a  - 99811

-Dear C o m m i s s i o n e r  R o b i s o n :

'The D i r e c t o r s  of t h e  W o r k e r s 1 C o m p e n s a t i o n  C o m m i t t e e  o f  A l a s k a  
r e c e n t l y  a d o p t e d  the f o l l o w i n g  R e s o l u t i o n :

W h e r e a s  w o r k e r s 1 c o m p e n s a t i o n  is a s i g n i f i c a n t  e x p e n s e  
f o r  A l a s k a n  e m p l o y e r s  w h i c h ,  b e c a u s e  o f  the e x i s t i n g  
'■statutes, w i l l  m o s t  a s s u r e d l y  i n c r e a s e  -annually; a n d

W h e r e a s  t h e  c u r r e n t  l a w  m a y  a c t u a l l y  e n c o u r a g e  m a l i n g e r i n g  
a n d  the f i l i n g  o f  q u e s t i o n a b l e  c l a i m s ;  -and

W h e r e a s  the b e n e f i t s  for c e r t a i n  p e r m a n e n t  i n j u r i e s  h a v e  
n o t  b e e n  i n c r e a s e d  s i n c e  1975; and,

W h e r e a s  a j o i n t  c o m m i t t e e  o f  c o n c e r n e d  c i t i z e n s  r e p r e s e n t i n g  
the A l a s k a n  l a b o r  m o v e m e n t  a n d  s i g n i f i c a n t  s e c t o r s  of the 
A l a s k a  b u s i n e s s  c o m m u n i t y  h a v e  j o i n t l y  p r o p o s e d  s t a t u t o r y  
c h a n g e s  to a d d r e s s  t h e s e  a n d  o t h e r  i s s u e s ;

T h e r e f o r e ,  be it r e s o l v e d  th at the B o a r d  o f  D i r e c t o r s  of 
the W o r k e r s '  C o m p e n s a t i o n  C o m m i t t e e  o f  A l a s k a  r e s p e c t f u l l y  
r e q u e s t s  G o v e r n o r  S h e f f i e l d ' s  s p o n s o r s h i p  o f  t h e s e  p r o p o s e d  
c h a n g e s .

It is o u r  b e l i e f  t h a t  s o l u t i o n s  to w o r k e r s '  c o m p e n s a t i o n  a r e  b e s t  
d e r i v e d  t h r o u g h  an o n g o i n g  d i a l o g u e  b e t w e e n  m a n a g e m e n t  and l a b o r  
r a t h e r  t h a n  s o l e l y  t h r o u g h  the l e g i s l a t i v e  p r o c e s s .  W e  e n c o u r a g e  
a n d  a p p r e c i a t e  the A d m i n i s t r a t i o n ' s  s u p p o r t  of t h e s e  efforts.

S i n c e r e l y .

R i c h a r d  C a t t a n a c h  
P r e s  i d e n t

R C / p c
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