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S c h ed u led  I n j u r i e s _____________________  N o n -S ch ed u led
J u r i s d i c t i o n Arm a t  Hand 

S h o u ld e r
Leg a t  

H ip
F o o t Eye H e a rin g  

B o th  E a r s  One E ar
I n j u r i e s  

T o ta l  Amount

N ebraska  
Nevada 1 /
New H am psh ire

5 0 ,6 2 5 /2 2 5 3 9 ,3 7 5 /1 7 5 4 8 ,3 7 5 /2 1 5 3 3 ,7 5 0 /1 5 0 2 8 ,1 2 5 /1 2 5 6 / 1 1 ,2 5 0 /5 0 6 7 ,5 0 0

1 1 0 ,2 5 0 /2 1 0 9 9 ,2 2 5 /1 8 9 7 3 ,5 0 0 /1 4 0 5 1 ,4 5 0 /9 8 4 4 ,1 0 0 /8 4 6 4 ,5 7 5 /1 2 3 1 5 ,7 5 0 /3 0 No maximum

New J e r s e y  8 /  
New M exico 
New York

1 0 0 ,7 3 6 /3 3 0
54,194/20G
4 6 ,8 0 0 /3 1 2

6 1 ,1 9 1 /2 4 5
3 3 ,8 7 1 /1 2 5
3 6 ,6 0 0 /2 4 4

9 6 ,1 5 8 /3 1 5
5 4 ,1 9 4 /2 0 0
4 3 ,2 0 0 /2 8 8

5 1 ,0 6 2 /2 3 0
3 1 ,1 6 2 /1 1 5
3 0 ,7 5 0 /2 0 5

3 8 ,4 2 5 /2 2 5
3 5 ,2 2 6 /1 3 0
2 4 ,0 0 0 /1 6 0

2 9 ,8 8 6 /2 0 0
4 0 ,6 4 6 /1 5 0
2 2 ,5 0 0 /1 5 0

5 ,1 0 0 /6 0
1 0 ,8 3 9 /4 0

9 ,0 0 0 /6 0

1 9 2 ,0 0 0  
1 3 5 ,4 8 5  

No maximum

N o rth  C a ro l in a  
N o rth  D akota 9 /  
O hio

8 5 ,4 4 0 /2 4 0
1 0 ,7 5 0 /2 5 0
8 6 ,6 2 5 /2 2 5

7 1 ,2 0 0 /2 0 0
1 5 ,0 0 0 /2 0 0
6 7 ,3 7 5 /1 7 5

7 1 ,2 0 0 /2 0 0
1 4 ,0 4 0 /2 3 4
7 7 ,0 0 0 /2 0 0

5 1 ,2 6 4 /1 4 4
9 ,0 0 0 /1 5 0

5 7 ,7 5 0 /1 5 0

4 2 ,7 2 0 /1 2 0
9 ,0 0 0 /1 5 0

4 8 ,1 2 5 /1 2 5

5 3 ,4 0 0 /1 5 0
1 2 ,0 0 0 /2 0 0
4 8 ,1 2 5 /1 2 5

2 4 ,9 2 0 /7 0
3 ,0 0 0 /5 0
9 ,6 2 5 /2 5

-1 0 6 ,8 0 0
3 0 ,0 0 0

1 0 /

Oklahoma 
O regon 1 1 /  
P e n n s y lv a n ia

4 3 ,2 5 0 /2 5 0
2 7 ,8 4 0

1 5 4 ,5 7 0 /4 1 0

3 4 ,6 0 0 /2 0 0
2 1 ,7 5 0

1 2 6 ,2 9 5 /3 5 5

4 3 ,2 5 0 /2 5 0
2 1 ,7 5 0

1 5 4 ,5 7 0 /4 1 0

3 4 ,6 0 0 /2 0 0
1 9 ,5 7 5
9 4 ,2 5 0 /2 5 0

3 4 ,6 0 0 /2 0 0
1 4 ,5 0 0

1 0 3 ,6 7 5 /2 7 5

5 1 ,9 0 0 /3 0 0
2 7 ,8 4 0
98 ,02 .0 /260

1 7 ,3 0 0 /1 0 0
8 ,7 0 0

2 2 ,6 2 0 /6 0

8 6 ,5 0 0
3 2 ,0 0 0

1 8 8 ,5 0 0

P u e r to  R ico  
Rhode I s la n d  
S o u th  C a ro l in a

1 0 ,0 0 0 /3 0 9
2 8 ,0 8 0 /3 1 2
7 0 ,2 2 4 /2 2 0

9 300 /200  
2... 1,60/244 
5 9 ,0 5 2 /1 8 5

1 0 ,0 0 0 /3 0 0
2 8 ,0 8 0 /3 1 2
6 2 ,2 4 4 /1 9 5

7 ,8 7 5 /1 7 5
1 8 ,4 5 0 /2 0 5
4 4 ,6 8 8 /1 4 0

1 2 /
1 4 ,4 0 0 /1 6 0
3 5 ,1 1 2 /1 1 0

9 ,0 0 0 /2 0 0
1 8 ,0 0 0 /2 0 0
5 2 ,6 6 8 /1 6 5

2 ,2 5 0 /5 0
5 ,4 0 0 /6 0

2 5 ,5 3 6 /8 0

1 0 ,0 0 0  
No maximum 

1 0 8 ,5 2 8

S o u th  D akota
T en n e ssee
T exas

5 4 ,4 0 0 /2 0 0
4 2 ,0 0 0 /2 0 0
4 6 ,2 0 0 /2 0 0

4 0 ,8 0 0 /1 5 0
3 1 ,5 0 0 /1 5 0
3 4 ,6 5 0 /1 5 0

4 3 ,5 2 0 /1 6 0
4 2 ,0 0 0 /2 0 0
4 6 ,2 0 0 /2 0 0

3 4 ,0 0 0 /1 2 5
2 6 ,2 5 0 /1 2 5
2 8 ,8 7 5 /1 2 5

4 0 ,8 0 0 /1 5 0
2 1 ,0 0 0 /1 0 0
2 3 ,1 0 0 /1 0 0

4 0 ,8 0 0 /1 5 0
3 1 ,5 0 0 /1 5 0
3 4 ,6 5 0 /1 5 0

2 /
2 /
V

No maximum 
8 4 ,0 0 0  
6 9 ,3 0 0

U tah  
V erm ont 
V irg in  I s l a n d s

4 1 ,8 8 8 /1 8 7
1 0 4 ,4 9 0 /2 1 5

4 2 ,4 6 0 /2 2 0

3 7 ,6 3 2 /1 6 8
8 5 ,0 5 0 /1 7 5
3 4 ,7 4 0 /1 8 0

2 8 ,0 0 0 /1 2 5
1 0 4 ,4 9 0 /2 1 5

3 4 ,7 4 0 /1 8 0

1 9 ,7 1 2 /8 8
8 5 ,0 5 0 /1 7 5
2 3 ,1 6 0 /1 2 0

2 6 ,8 8 0 /1 2 0
6 0 ,7 5 0 /1 2 5
3 7 ,6 3 5 /1 9 5

2 2 ,4 0 0 /1 0 0
1 0 4 ,4 9 0 /2 1 5

3 4 ,7 4 0 /1 8 0

y
2 5 ,2 7 2 /5 2
2 3 ,1 6 0 /1 2 0

6 9 ,8 8 8
1 6 0 ,3 8 0

3 8 ,6 0 0

V i r g in ia  
W ash ing ton  1 3 /  
W est V i r g in i a  1 /

V Jisconsin
Wyoming

6 8 ,8 0 0 /2 0 0
5 4 ,0 0 0

5 1 ,6 0 0 /1 3 0
4 8 ,6 0 0

6 0 ,2 0 0 /1 7 5
5 4 ,0 0 0

4 3 ,0 0 0 /1 2 5
3 7 ,8 0 0

3 4 ,4 0 0 /1 0 0
2 1 ,6 0 0

3 4 ,4 0 0 /1 0 0
4 3 ,2 0 0

1 7 ,2 0 0 /5 0
7 ,2 0 0

1 7 2 ,0 0 0
9 0 ,0 0 01ft 691

5 8 ,5 0 0 /5 0 0
3 5 ,2 7 1 /1 5 0

4 6 ,8 0 0 /4 0 0
2 8 ,6 8 7 /1 2 2

5 8 ,5 0 0 /5 0 0
3 1 ,7 4 4 /1 3 5

2 9 ,2 5 0 /2 5 0
2 3 ,5 1 4 /1 0 0

3 2 ,1 7 5 /2 7 5
2 2 ,1 0 3 /9 4

2 5 ,2 7 2 /2 1 6
1 8 ,8 1 1 /8 0

4 ,2 1 2 /3 5
9 ,4 0 6 /4 0

/Of 0^1

1 1 7 ,0 0 0  
No maximum

U n ite d  S ta t e s * :
FECA...............
LHWCA............

3 2 1 ,1 9 8 /3 1 2
1 9 2 ,4 9 2 /3 1 2

2 5 1 ,1 9 3 /2 4 4
1 5 0 ,5 3 8 /2 4 4

2 9 6 ,4 9 0 /2 8 8  2 1 1 ,0 4 3 /2 0 5  
1 7 7 ,6 8 4 /2 8 8  1 2 6 ,4 7 7 /2 0 5

1 6 4 ,7 1 7 /1 6 0
9 8 ,7 1 4 /1 6 0

2 0 5 ,8 9 6 /2 0 0
1 2 3 ,3 9 2 /2 0 0

5 3 ,5 3 3 /5 2
3 2 ,0 8 2 /5 2

No maximum 
No maximum
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TABLE 9a. MAXIMUM BENEFIT PAYMENTS AND NUMBER OF WEFKS FOR SELECTED PERMANENT PARTIAL DISABILITIES (cont.)

1/ Ratings for compensation purposes are determined as a percentage of permanent total disability (California, 
Idaho, Kentucky, Maine, Minnesota, Montana, Nevada, and West Virginia).

2/ Monaural loss is determined as a percentage b f  binaural loss (South Dakota, Tennessee, Texas, and Utah).

3/ Florida: Benefits are paid based on a wage loss formula rather than on a statutory schedule.

4/ Maryland: The number weeks of benefits is increased by 33 1/3 percent, if the number is at le .st

250.

5/ Massachusetts: Determined by multiplying the State average weekly wage by a certain number.

6/ Missouri: If the scheduled injury is total by reason of severance or complete loss of use thereof,
the number of weeks of compensation allowed in the schedule for such disability shall be increased 
by ten percent.

7/ Nebraska: Loss of hearing in both ears constitutes permanent total disability.

8/ New Jersey: Where members are amputated, an additional 30 percent is added to the award.

9/ North Dakota: Benefits are increased by 25 percent if loss is to master arm or hand.

10/ Ohio: For non-scheduled injuries, weekly benefits are limited to 1/3 of the state average
weekly wage for not more than 200 weeks.

11/ Oregon: Law provides for a payment of $145 for each degree of scheduled injury and $100 for
each degree of unscheduled injury, in monthly payments.

12/ Puerto Rico: r.be manager of the State Insurance Fund determines the excent of an eye disability,
based upon an expert report of an oculist.

13/ Washington: Law provides for payment of fixed sums for specified injuries in weekly, monthly,
or lump sum payments, under certain circumstances.

* Federal Employees’ Compensation Act. Longshore and Harbor Workers’ Compensation Act.
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CESAR:  % OF BODY PART IMPAIRMENT X MAXIMUM SCHEDULED AMOUNT =

GRANT:  % OF BODY PART IMPAIRMENT X NUMBER OF MAXIMUM WEEKS X
WORKER'S COMPENSATION RATE (UP  TO MAXIMUM SCHEDULED AMOUNT) =

W e e k s  o f  M a x im u m
B o d y  P a rt C o m p e n s a t io n A m o u n t

Arm ' 280 $59,000
Hand' 212 45,400
Th u m b 1 51 14,000
First Finger1 28 8,700
Second Finger1 18 5,700
Third Finger1 18 4,700
Fourth Finger1 7 2,800
Le g 1 248 54,400
Foot' 173 39,700
Great T o e 1 26 7,200
Other T o e 1 8 3,000
Eye1 140 30,200
Hearing of O ne Ear 52 9,800
Hearing of Both Ears 200 37,800

HCS CSSB 3 2 2  ( L&C )  : % OF BODY PART IMPAIRMENT CONVERTED TO % OF WHOLEMAN
IMPAIRMENT X ADJUSTMENT FACTOR X $ 2 4 0 , 0 0 0  =

% OF ADJUSTMENT % OF ADJUSTMEN1
IMPAIRMENT FACTOR IMPAIRMENT FACTOR

20 0.675
0 - 5 0

21 0.680
6 0.060

22 0.688
7 0.120

23 0.696
8 0.180

24 0.704
9 0.240

25 0.712
10 0.300

26 0.740
11 0.333

27 0.765
12 0.366

28 0.790
13

14

15

16 

17

0.399

0.43?

29

30

0.815

0.840

0.465

0.495

31

32

0.880

3.910

0.540 33 0.940
18

0.585
34 0.970

1 5 i 0.630
35-100 1.000
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Stress on
theJob

It’s h u r t i n g  m o r a l e  a n d  t h e  b o t t o m  line. H o w  c a n  w o r k e r s  a n d  b o s s e s  c o p e ?

F or Robert Hearsch, it was a night­
mare that wouldn’t end. For four 
years Hearsch. had been a success­
ful supervisor for Hughes Aircraft. 
Then General Motors took over the 

company—and his career took a nose dive. 
■As part of the restructuring, he was put in 
charge of buying pens and pencils. He 
found orders backlogged and records in dis­
array. He spent most of his days appeasing 
angry secretaries. He stayed on gamely, 
arriving early, leaving late, working 
through his breaks. But, as Hearsch tells 
the story, things only got worse. His super­
visors hinted that his position might be 
phased out. They ignored his diligence and 
recorded small mistakes into his file. They 
even left him off the guest list for the de­
partment office party.

The pressure took its toll. Hearsch lost 20 
pounds. His marriage hit the skids. He suf­
fered a minor nervous breakdown. The 
strain got to his colleagues as well. One day, 
Hearsch says, a co-worker showe- up at the 
office brandishing a handgun. Hearsch fi­
nally filed a workers’ compensation claim, 
blaming his health and emotional prob­
lems on Hughes. Last week he accepted a 
$20,000 settlement from the 
company, which refuses to com­
ment on the case. The money, 
he says, is small consolation.
"I lost my wife, my house and 
my career."

If the 1970s were the Me 
Delude, the 1980s have been 
the Work Decade. Kids gradu­
ate from college yearning not 
to save the world but to scam­
per up the corporate ladder.
Dress for success is the byword 
of fashion. Even pop culture 
celebrates the work ethic. Af­
ter doing deals all day, where 
do young careerists go? Home 
to watch their TV alter egos 
on shows like "Moonlighting"

and "thirtysomething.” Yet amid the bus­
tle of power breakfasts and Filofax ap­
pointments, there's a dirty little secret in 
the Age of the Office: stress. Our jobs are 
killing us.

For all its action and glamour, today's 
business world has generated corrosive 
ways to wear down bodes and spirits. The 
buzz around the modern water cooler is full 
of anxiety and paranoia. The company is 
downsizing. The bean counters are out to get 
us. The boss has programmed the computers 
to monitor our phone calls. No one can be 
sure when the dreaded takeover will strike. 
A corporate raider has his eye on the f im .  
Pretty soon we'll all be working for the 
Japanese. As the tension mounts, energies 
flag, blood pressures rise and that extra 
drink or two at the end of the day becomes 
more tempting. Across the office floor, feo- 
up workers hide behind closed doors, fur­
tively updating their resumes. . .

Recognize the symptoms? You’ve got a 
lot of company. According to a survey by 
the advertising agency D’Arcy Masius Ben­
ton & Bowles, three-quarters of Americans 
now say their jobs cause them stress. In a 
1985 study by he National Center for

I

-* -

: f
 _______

l c s t t s s l Oa k - h e w s w e x x

Robert H e a r s c h
Supervisor

Symptom*: After 
Hughes Aircraft was tak­
en over, he was dem ot­
e d  He suflered a  mild 
nervous breakdown, 
and his m arriage sp lit
Ruponsu: He sought 
therapy, then filed 
a workers’ comp 
claim and finally 
settled for $20,000.

Health Statistics, more than half of the 
40,000 workers surveyed reported experi­
encing "a lot”  or "moderate'' stress in the 
past two weeks. But numbers alone hardly 
tell the story. A Newbury, Mass., gas-sta­
tion attendant does it better. He recalls a 
young professional in a three-piece suit 
who, apparently late for work, came bar­
reling into the station one day recently 
and screeched to a halt at the pump. "Can 
you fill it up?”  the young man yelled fran­
tically. "Can you fill it up NOW?" Asked 
to wait for a minute, the Yuppie pounded 
the steering wheel, yelled that a minute 
wasn’t fast enough and went tearing back 
onto the street. Moments later he was 
back at the pump, having realized he 
couldn't get far on an empty tank. "People 
are so stressed out,”  muttered one observ­
er, "they're just crazy."

N« I m c i  hack’ ten  It’s not just the 
frequency of stress that's increasing; 
it’s the duration. At a time when mergers 
and acquisitions are rampant, executives 
must handle many tasks at once—on 
shorter deadlines. Atlanta therapist Ge­
neva Rowe believes the pace of mod­
em decision making has become so rap­

id that managers don’t have 
enough time to decompress or 
recharge. "Twenty-five years 
ago, we had more intermittei/ 
stress,” Rowe says. "We had 
a chance to bounce back before | 
we encountered another crisis j 
Today, we have chronic, un­
remitting stress. Our bodies 
have eroded.”

Stress is also eroding the bot­
tom line. The toll on corpora­
tions runs from hobbled pro­
ductivity to absenteeism anc 
spiral ing medical costs. While 
exact figures are hard to come 
by, some experts put the overall 
cost to the economy as high as 
$150 billion a year—almost the
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He rem ains 
the  No. 1 
culprit

citing everything from surly supervisors to the dog,” says Mory Framer, a California 
unsafe offices. Li all, they accounted for 14 psychologist who is an expert on workers’
percent of occupational-disease claims, up comp. "Now if you have a problem at
from less than 5 percent in.1980. In Cali- home, you leave it at home and come in
fomia, where the number of cases has in- and kick your boes.”
crear.eid fivefold since 1980, the complaints Many aggrieved employees are kicking
range from the tragic to the bizarre. A the boes where it hurts most—inthewallet.
female deputy sheriff in the state recently Take the case of Dondi Gonzalez, the man-
claimed chronic psychiatric disability on ager of a Palm Springs, Calif., furniture- 
the ground that her personality wasn’t rental store. As Gonzalez describes it, her
suited for police work. An assistant proba- stress was induced by a hostile supervisor!
tion officer said he suffered acute tension intent on blocking her rise in the company.)
because he could not adjust to interview- While auditing the showroom for the first)
ing angry and emotionally disturbed cli- time in several years, the supervisor gave)
ents. "It used to be that if you were angry her bad marks for a dead cricket she found!
at your boss, you went home and kicked on the floor and blamed her for another!
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size of the federal deficit. Dr. Kenneth R. 
Pelletier, a specialist in executive health at 
the University of California, San Francis­
co, notes that many large corporations 
spend more than $200 million a year on 
medical benefits for their employees. The 
surgeon general’s most recent report, 
meanwhile, indicates that two-thirds of all 
illnesses before the age of 65 are prevent­
able. Compared with treating stress, Pelle­
tier says, attempting to prevent it would be 
"relatively speaking, low cost."

Medical bills aren't all that’s worrying 
employers. So are legal costs. Americans 
filed a record number of stress-related 
workers’ compensation claims last year,
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orbing Couples

Both won/ about handling it all
store’s long-distance phone bills. After suf­
fering a mild stroke while on the job, Gon­
zalez filed a workers’ compensation ciaim 
charging that stress contributed to her ill­
ness. More than a year of hearings fol­
lowed, ar.d Gonzalez settled out of court for 
roughly §50,000.

Other frazzled workers take the law into 
their own hands. A Pacific Beli employee in 
Riverside, Calif., recently became so dis­
tressed over the loss of his retirement bene­
fits that he took hostages and destroyed 
§10 million worth of the company’s tele­
phone equipment. An editor for Encyclo­
paedia Britannica in Chicago sought re­
venge for his dismissal by sabotaging the 
company’s computer system and trying to 
rewrite history. Before he was caught, the 
man had substituted the names of Britan­
nica employees for historical figures, and 
Allah for Jesus in numerous passages of 
the encyclopedia.

Cashing h: With billions at stake, compa­
nies are starting to take action. Dozens now 
provide workers with "stress manage­
ment”  programs—help that includes ev­
erything from group counseling to hypno­
sis. A host of entrepreneurs are also 
angling to cash in on the trend. One is 
Theodore Barash, founder of Stresscare, a 
Long Island company that provides cus­
tomized regimens for frayed employees. 
Like a corporate speculator talking abo't 
plastics 20 years ago, Barash predicts bull- 
ishly that "in the next 10 years, stress can 
be a §15 biilion industry."

One reason that both workers and man­
agers are so baffled by stress is that it’s not

always clear what causes it. At one level, 
the phenomenon is purely physiological. 
It’s an outgrowth of what scientists call the 
"fight or flight” response, a primitive re­
flex that prepares humans for conflict. 
When confronted with possible danger—or 
a testy co-worker—the body secretes 
adrenaline and hydrocortisone. The hor­
mones help the body turn off some 
functions—including parts of the immune 
system—and turn on short-term energy re­
serves. In today’s working world, that can 
be a problem. The same mechanism that 
helped cavemen ward off their predators 
interferes when a situation calls for a long, 
sustained response—like putting up with a 
demanding boss. "We’re still carrying the 
same physiology our ancestors had in pre­
historic times," says Dr. Reed Moskowitz, 
medical director of New York University 
Medical Center’s new Stress Disorders 
Medical Services Unit "The problem is 
that it’s the same response that gets trig­
gered in the office, where you can’t reach 
through the phone and strangle the person 
who sets it off.”

Sometimes the reflex can boost pro­
ductivity, even creativity. But it can 
quickly turn counterproductive. In their 
attempt to motivate, companies tread a 
fine line between getting employees’ 
adrenaline flowing and making them 
nervous wrecks. "That’s why you see so 
many people doing a great job at work, 
performing like crazy, but they’re highly 
stressed," says Randall Dunham, a profes­
sor of business at the University of Wis­
consin at Madison.

Fight-or-flight response is 
not the only thing the mod­
ern business world has in 
common with the Cro-Magnon 
era. A study by Stanford 
University researcher Robert 
Sapolsky suggests what many 
employees have always sus­
pected: in dealing with subor­
dinates, bosses act like ba­
boons. Sapolsky studied the 
animals, which live in highly 
structured groups, for clues 
about the nature of hierar­
chies. He found that dominant 
members in a stable hierarchy 
turn stress responses on and 
off faster than lower-ranking 
ones. They also have stronger 
immune systems and safer 
cholesterol levels. Sapolsky's 
conclusion: being on top in the 
pecking order is less stress-pro­
ducing than being at the bot­
tom. Only in unstable hierar­
chies do high-ranking baboons 
have worsz problems than 
their subordinates—a fact to 
which any executive caught in 
a takeover battle could testify-. 

At leastbaboonsonly have to worry about 
animal attacks and where to find the next 
banana. The corporate jungle isn’t so sim­
ple. The trend toward downsizing and re­
structuring has introduced a host of new 
workplace tensions. Atthetopofthelist: job 
insecurity. Witness the case of Wayne 
Pritchard, a 21-year veteran of Meredith 
Corp. in Des Moines, Iowa. Ten months ago 
Pritchard lost his job in a work-force reduc­
tion at Meredith's printing plant. Although 
he sent out 250 resumes and spent eight 
months searching for work, employers re-1 
peatedly rejected him as "overquiified.” 
Then, in February, one day before his 56th 
birthday, Pritchard shot himself through 
the heart. In a suicide note, he blamed Mer­
edith's corporate executives for his plight. 
"He truly loved his job," says Pritchard's 
wife, Deloris. "He thought something like 
this could never happen tohim.”

SJm irfrsr: Even for those whose jobs are 
spared, the tension can be enormous. Th< 
most vehement complaints usuatly in vol v( 
tyrannical bosses. In her new book, "Neve 
Work for a Jerk," Patricia King tells thi 
story of Marlene Miranda, a secretary u 
the treasurer’s department of a large pack 
aged-goods company. A relentless slav 
driver, Miranda’s boss often called her a 
home to dictate reports so she could get t 
work early to type them, King writes. On 
winter night, Miranda was driving her usi 
al route home from work. It was cloudy, an 
the roads were very dark. Miranda sense 
that someone was following her. The c 
overtook her and forced her off the pav 
ment She started to panic. Then she reco
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H o w  t o  T e l l  I f  Y o u ’ r e  S t r e s s e d — A n d  W h a t  t o  D o  A b o u t  I t
O nly recently have consultants and psychologists begun to 

study workplace tension in depth. They’ve discovered the 
most trying professions are those involving danger and ex­
treme pressure—or that carry responsibility without control.

The symptoms of stress have been found to range from fre­
quent illness to nervous tics and mental lapses. The moat 
common tipe for dealing with it focus on relaxation. But 
sometimes the only answer is to fight back—or walk away.

1 0  Tough Jobs
V»V>V»W A V v V < W A V

Inner-city high-school teacher
Police officer
M iner
Air-traffic controller 
M edical in tern  
S tockbroker 
Journalist
C ustom er service/com plain t 
d ep a rtm en t w orker 
W aitress 
S ecretary

Warning Signs
V W W V V W W M W

Intestinal distress 
Rapid pulse 
Frequent illness 
Insom nia 
Persistent fatigue 
Irritability 
Nail biting
Lack of concentration 
Increased pse of alcohol 
and drugs 
Hunger for sw eets

Ways to Cope
VWVS

Maintain a sense of hum or 
Meditate 
Get a massage 
Exercise regularly 
Eat m ore sensibly 
Limit intake of alcohol 
and caffeine
Take refuge in family and  friends 
Delegate responsibility :
Stand up to the boss 
Quit

SOURCES TOR THE 10 TOUGHEST JOBS: THE NATIONAL INSTITUTE ON WORKERS COMPENSATION; AMERICAN U ’ jm V I *  O f  STRESS

nized her boss. When she rolled down her 
window, he barked: "Take a letter.”

It ’s not only neurotic bosses who put 
workers in the pressure cooker. Some­
times it’s the office itself. Poorly designed 
work stations and the trend toward com­
puter monitoring are two growing sources 
of tension. Last year the U.S. Office of 
Technology Assessment estimated that 
computers are being used to keep tabs on 6

T h e  Corporate P a w n
yyVW^vS^/vNSVVVVVVVVS

~ His very  powerlessness 
is a  source of stress

million working Americans. The most om­
inous tactic is to use an employee’s own 
computer to spy on him. Managers meas­
ure productivity by recording the number 
of keystrokes operators make per minute, 
and count breaks by tracking computer 
downtime.

Big Brother’s presence can have devas­
tating effects. In one case, a United Air­
lines flight reservationist claimed she suf­

fered a nervous breakdown 
because of "bathroom-break 
harassment.” She says she was 
permitted only 12 minutes to go 
to the bathroom during each 
seven-and-a-half-hour work pe­
riod. One day, she claims, she 
spent 13 minutes over her allot­
ted time, and a supervisor 
threatened to fire her if she did 
it again. United officials de­
cline to comment on the case 
except to say that bathroom- 
break time is at the discretion 
of supervisors.

When it comes to stress, not 
all jobs are created equal. Just 
ask Eric Proctor. As a Howard 
County, Md., firefighter, Proc­
tor has a window into some of 
life’s most gruesome scenes. In 
August 1986 he was dispatched 
to a head-on auto accident 
where a mother and her seven- 
year-old daughter lay critically 
injured. The two later died. But 
for Proctor the worst was still to 
come. He couldn’t erase the viv­
id images of death from his

mind. He cried. He could not sleep or eat. 
Not until he sought counseling at a stress- 
management program foremergency-serv- 
ices workers did his anguish subside.

Ed Edmondson, a 41-year-old bus driver 
for the Los Angeles Rapid Transit District 
(RTD), was also a victim of posttraumatic 
stress. In his 13-year career, Edmondson 
has endured fare jumpers, rude customers 
and testy supervisors. He has seen bus driv­
ers slapped, stabbed and spit upon. But it 
was an incident three years ago that finally 
caused him to crack. One day in May 1985, 
he noticed a man standing on tiptoe on a 
curb ahead of the bus. An experienced driv­
er, Edmondson slowed down but kept in his 
lane to avoid sideswiping other vehicles. 
Just before the bus reached the corner, 
however, the man suddenly jumped in 
front of it, flinging himself against the 
windshield. In the aftermath of the suicide, 
no driver was sent to relieve him, so he 
continued on his route. For weeks after­
ward, he became increasingly weepy and 
unable to function. Eventually he was ad­
mitted to L.A-’s Barrington Psychiatric 
Center, where he was treated for "post- 
traumatic stress syndrome.” '1 felt like 
somebody put a gun in my hand, pointed it 
at his head and pulled the trigger,”  he says.

Control facttr Psychologists say jobs L'ke 
Edmondson’s—ones that carry a lot of re­
sponsibility but little power—are among 
the most trying. The National Institute on 
Workers Compensation cites secretaries, 
waitresses, office managers and laborers as 
being particularly stressed-out. The Amer­
ican Institute of Stress in Yonkers, N.Y., 
adds police officers, newspaper editors,
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m edical interns and stock bro- f 
kers. R ick  Gilke.y, an associate , 
professor of organizational be­
havior at Em ory  University's 
School of Business Administra- ! 
tion, says studies of race-car 
drivers suggest that control 
may be an even more im portant 
factor than danger when it 
com es to provoking tension.
T h e  studies showed that driv­
ers were most unnerved not 
w hen speeding at 200 miles per 
hour, but during pit stops, 
when the work crew controlled 
things. Th e  same holds true 
o f corporate managers whose 
com panies are being acquired, b h m b  
G ilkey says. W hen a takeover 
robs them  of assurances, it ’s like sending 
them  to the pits.

Tw o  broader types o f workers are espe­
cia lly  vulnerable to stress. One is the older 
m anager who, after years of expecting his 
com pany to look after him, wakes up to find 
tha t it suddenly doesn’t  need h im  anymore. 
A tlan ta  therapist Rowe says the decline in  
corporate loyalty can be stressful in itself. 
A s  the system breaks down, she says, peo­
ple who have devoted their whole lives to a 
firm  are forced to find entirely new identi­
ties. A nother high-stress category is the  
younger, "free agent" manager, or, as A t ­
lanta psychologist Bob Bleke calls it, the 
"corporate vagabond." Well trained and 
upwardly mobile, the free agents go from 
firm to firm, seeking the biggest challenges 
and the highest salaries. But they run the  
risk o f getting caught in a shakeout and

Eric Proctor
Firefighter

JO! IN  FI CARA—NEWSWEEK

Symptoms: High-pres­
sure rescue du ty and  re­
pealed exposure to 
hum an traum a caused 
him to lose his appe­
tite and suffer periodic 
crying episodes.
Response: He enrolled 
in a stress-m anagem ent 
program for emergen- 
cy-service personnel.

I

i

finding themselves w ith little to fall back 
on. Th e y  haven’t had time to lay down roots 

• and have often sacrificed family life to mo­
bility  and ambition. Says Bleke: "It’s quiet 
desperation.”

ITie  trend toward two-career households 
and single-parent families has only com ­
pounded the strain. A fter years of scram ­
bling to launch her own firm, single mother 
Susan Silver o f Alameda, Calif., became an 
anxiety-ridden workaholic. T o  ease the 
strain, she bought a lap-top com puter to use 
away from the office and started unwind­
ing with reading and aerobics. Northwest­
ern U niversity  professor Jeanne Brett and 
her colleague Sara Yogev say women like 
S ilve r are often more able to cope w ith such 
conflicts than their male counterparts. The  
pair recently completed a study o f 86 up­
per-middle-class working couples with 
kids. They  studied the differences in the 
stress levels of men and women when faced 
w ith  the prospect of restructuring their 
jobs to accommodate children. Th e  women 
surveyed cu t down on hours and travel and 
made more sacrifices than their husbands 
but seemed to take the changes in stride. 
T h e  men, on the other hand, made fewer 
changes but had difficulty managing the 
conflict.

E v en  employees who get ahead aren’t 
free from  stress. A ccording to Steven Berg- 
las, a clinical psychologist and author of

Takeover Jitters

They’ve made even CEO's 
unsure of the future

"The Success Syndrome," 
period following a promoi 
can be intensely angst-rid( 
Many driven careerists 
"successful failures" who 
basically unhappy and : 
that achievements only adi 
their sense of burden. T  
tend to have difficulty trans 
ing business success into j 
sonal rewards. One Bos 
workaholic came to Berglas 
cause he regretted sacrifk 
his family for his business 
suggested that he start by go 
to church  with his famii 
Berglas recalis. "But insteai 
sitting in the pew with his w 
he became a deacon. Again, 

had used success to substitute for a pers 
al relationship.”

Can  stress on the job be curtailed bef 
it damages morale and performance? I 
belated scram ble to preserve their m 
precious resource, dozens o f corporatii 
are betting that it can. M any teach strt 
reduction techniques as part of more cc 
prehensive "wellness" programs. T1 
usually consist o f short lectures, offei 
during lu n ch  hours, on how to mainfi 
healthier diets, manage time better a 
stop smoking.

Psychological profile: Most effective p 
grants begin with a "stress audit," desigr 
to identify sources of tension. A t the Ae 
bics C en te r  in Dallas, an organizati 
founded by exercise expert Dr. Kenrn 
Cooper, participants fill out a 12-page p 
chological profile that attempts to isoh 
the causes o f their problems. Among t 
questions: "If I were to disagree with i 
boss, I ’d probably (a) keep it to mysi 
(b) uncertain, (c) come out and say so." ( 
"If I  were called in by my boss, I'd (a) 
afraid I had done something wrong, (b) 
between, (c ) make it a chance to ask i 
som ething I want.”

A fter analyzing the problems, com] 
nies take a variety o f approaches to tat 
ling them. Cambridge Research Lab in R  
ton offers a class in the Oriental art of 1 
ch i to help  its workers blow off steam. T  
Lon g  Island Lighting  Co. spends $200,00 
year for a biofeedback consultant. St 
other firm s have instituted prograi 
aimedi at restoring a sense of control 
employees' lives. Beth Israel Hospital 
Boston has launched a program that alio' 
nurses to ch a rt and monitor patient ca 
themselves, w ithout the constant surve 
lance o f physicians.

Laugh ter can also be a weapon in the w 
against stress. Companies like Manvil 
Corp., Safeway Stores and Northweste: 
Bell Telephone have instituted "humo 
programs to help employees unwin 
Tea ch ing  workers to take their jobs le 
seriously is also a favorite tactic of
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High-Tech Blues
( A V A V W / A V M iVS
Is your com puter 
spying on you?

new breed o f  "stress consultants.” One 
su ch  practitioner is Dr. Steve Allen, physi­
cian  and son o f entertainer Steve Allen, 
who travels th e  country conducting execu­
tive  workshops. In one exercise, he has 
managers juggle brightly colored scarves. 
"In laughter there is healing power," 
A llen  says.

Inevitably, a number o f  enterprising 
com panies are trying to find a market for 
antistress products. Enlighten, an Ann A r ­
bor, Mich.-based computer-so’ftware com ­
pany, has developed a program called 
Chu ck le  Pops to relieve w hat it calls "ter­
m inal boredom.” T h e  software allows users 
of IB M  and IBM-compatible 
com puters to call up a series o f | 
jokes while they work. Biodot 
International of Indianapolis 
has introduced "biodots," tem ­
perature-sensitive adhesive de­
vices that workers can attach to 
the ir  hands to determine their 
stress levels. Th e  1980s equiva­
len t o f mood rings, the dots may 
be far from sophisticated. But 
Biodot officials say they can 
register decreased blood flow 
to the  extrem ities—a com m on 
sign o f tension. Chrysler Corp. 
began distributing the dots this 
year as a way of encouraging its 
employees to participate in 
stress-management courses.

Ju s t  how  well do these programs really 
work? M any  corporations cite figures 
show ing increased productivity. B u t a sur­
vey o f  1,700 companies by the U.S. Depart­
m ent o f  H ea lth  and Hum an Services 
found th a t only 4.2 percent reported re­
duced health-care costs. Some experts at­
tribu te  th e  inconclusive results to the 
haphazard m anner in which most stress- 
m anagem ent programs are selected and 
im plem ented. "If [corporate executives] 
used su ch  bad judgm ent buying type­
w riters," asserts Pelletier o f U C ,  San 
Fra n cisco , "they’d probably never turn 
ou t a le tte r.”

S u s a n  Silver
Real-Estate Broker

Symptoms: After years 
of scram bling to launch 
her own firm, she had 
becom e an anxiety-rid­
den workaholic.
Response: She cut her 
hours, bought a lap-top 
com puter to use away 
from the office and start­
ed unwinding with 
reading and  aerobics.

I Com panies can  do little, experts also 
point out, unless workers are receptive. Dr. 
Herbert Benson, a cardiologist and assist­
ant professor at Harvard Medical School, 
tries to encourage his patients to take 
advantage o f the  programs. He likes to in­
voke w hat’s know n as the Yerkes-Dodson 
law o f job perform ance. Decades ago two 
Harvard professors, Yerkes and Dodson, 
conducted stud ies that showed that stress 
stim ulates p roductivity  up to a p o in t -  
then causes it to fall off rapidly.

It's one th ing  to convince workers that 
stress is harm ful; it's another to help them 
recognize signs in their own behavior. Dr. 
Daniel M acken.acardiologistwhocounse Is 
stress sufferers, uses business terms to 
paint the p icture. H e  compares patients to 
depreciating assets. "If you blow it by con­
tinuing habits tha t are not healthy," he 
says, "you are  becom ing a very expensive 
com m odity to you r corporation.”

’Imagfel’ t8Cto*jo«: F o r  employees who 
want to learn how  to decompress, experts 
recom m end several forms of relief. A llen 
E ik in , program director for Stresscare, 
suggests abdom inal breathing, meditation 
and "imaging” (conjuring  up mental pic­
tures that con vey  warmth, for example). 
H e  also recom m ends "perceptual restruc­
turing"—a fan cy  term  for not sweating 
the small stuff. W hen it  comes to dealing 
with daily obstacles, he says, "we have a 
tendency toward catastrophizing and 
awfulizing.”

How  well workers deal with stress may 
also depend on how honest they are with 
themselves. K a ren  Ivory, a 30-year-old for­
m er T V  producer, has learned the lesson 
only too well. A  natural at herjob, Ivory rose 
quickly through stations in smaller mar­
kets like St. Lo u is  and Philadelphia. Then  
she landed a job  with W C B S -TV  in New 
York. The  w ork wasexciting, butagonizing. 
In the control room during broadcasts, Ivo­
ry was consum ed with fear that a live re­
mote would go dead or a show would run too 
long. Finally, one w inter day in 1986, she 
took charge o f h e r life. She  left New York, 

trading  her network career for 
: a m ore tranquil life in public
! relations at a small Pennsylva-
• nia college. She  may have mas­

tered perhaps the most over­
looked stress-management tool 
o f  all: knowing when to walk 
away. N ot a ll o f us can quit so 
easily. B u t w ith the help o f 
counseling and common sense, 
we can learn when to fight back, 
w hen to walk away from office 
problems—and when not to 
sw eatthesm allstuff.

A k n c t t *  M i l l i e  with 
K a r e n  S p r i n c k n  inChiihicago,

• J eanne  Go rdokiVi Los A ngetes, 
A n d r e w  M u r e  in Atlanta, 

Bob C o h n  in Washington a n d  
Li s a  Dr e w w u / T o d d  B a r b e t t  

in N e w  York
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A p r i l  2 5 ,  1988
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S T IM C T A  P  s  A

CHA0MAN C tW T U t

R e p r e s e n t a t i v e  John Sund 
P .O.  Box V S t a t e  C a p i t o l  J u n e a u ,  A l a s k a  99811

Dear  R e p r e s e n t a t i v e  Sund:
H i l l i m a n  and R o b e r t s o n ,  I n c .  (M&R) was r e t a i n e d  by t h e  House J u d i c i a r y  Commi t t ee  t o  c o nduc t  a n - a n a l v s i s  o f  whe l a t e s - t  •v e r s i o n  o f  S en a t e  B i l l  3 2 2  ( 1 u . ,  as o f  A p r i l  2 0 ,  1 9 8 8 )  and t o  e v a l u a t e  t h e  p o t e n t i a l  Impac t  on w o r k e r s '  c ompens a t i o n  i n s u r -  
ance r a t e s  in A l a s k a .  T h i s  U t t e r  p r e s e n t s  t he  r e s u l t s  o f
o u r  a n a l y e i c .

1.  j i l l M t & d  Tmnact on Cos t  UV f l l S .
We e s t i m a t e  t h a t  t h e^  by s l i g h t l y  more t h an  5%, 
T ab l e  I  be l ow shows

ieV l aw w i l l  r e du c e  b e n e f i t  c o s t s  J a 1 1v e t o  c u r r e n t  b e n e f i t  l e v e l s ,  
l i s  r e d u c t i o n  was e s t i m a t e d .

TABLE 1:  ESTIMATED CHANGE IN BENEFIT COSTS

Tem-

Co s t  unde r  
C u r r e n t  Law

Fa t a l  
3 .  OX

Pe rma ­nenti i t a l
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-  P a n i a l . , .  Tern-

13 . 4%
o o r a r v  Award 
2 0 . IX 3 0 . IX

p o r a r yT o t a l _  Med i ca l  T o t a l
5 . IX 28 . 3% 1 0 0 . O'
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Week l y  B e n e f i t  Maximum
O u t - o f - S t a t e  C l a ima n t s
O v e r a l l  Impact  

(BxCxO)

1.000

0 . 9 9 6

o .m

0 . 9 4 6

1.000

0 . 9 9 9
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0 . 9 4 9

0 . 8 6 7  1 . 0 0 0

1 . 0 0 0  0 . 9 9 5

1 . 0  00 0 . 9 5A  

0 . 9 5 0  0 . 8 6 7  0 . 9 4 5

1.000

1.000

SL31SL

1.000 

1.000 
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1.000
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As can be seen on T ab l e  1 ,  o u r  e s t i m a t e s  e x p l i c i t l y  r e c o g n i z e  t h« impact  on c o s t *  n f  t h r e e  p r o v i s i o n s  o f  the p r opo s ed  Taw; i . e . ,
1.  The r e v i s e d  method by whi ch pe rmanen t  p a r t i a l  awardsa r c  t o  be c a l c u l a t e d  u v l n g  I hv  Amer i can Mndl r . al  A s s o c i ­a t i o n  (AMA) d i c * b 1 l 1 t y  g u l d e e  and tho whol e man r nn r pp t . .
2 .  The r e d u c t i o n  o f  t h e  n a x l i um  wee k l y  b e n e f i t  t o  $ 7 0 0 .
3 .  The r e d u c t i o n  .In b e n e f i t s —t o  o u t - o f - s t a t e  c l a i m a n t s  t o  r e c o g n i z e  h i g h e r  l i v i n g  c o s t s  I n  A l a s k a .

I n  a d d i t i o n  t o  t h e s e  t h r e e  " h a r d  d o l l a r "  p r o v i s i o n s ,  we b e l i e v e  t h e r e  a r e  many " s o f t  d o l l a r "  p r o v i s i o n s  o f  t he p r o p o s ed  l aw t h a t  have t h e  p o t e n t i a l  t o  s 1 g n 1 f l c a n t l y  Impact  c o s t s ,  Fo r  examp l e ,  s t r i c t  a d he r e n ce  t o  t h e  l e t t e r  and s p i r i t  o f  t he  a d m i n i s t r a t i v e  p r o v i s i o n s  o f  t h e  p r o p o s e d  l aw.  emphas i s  on 
wo r k p l a c e  s a f e t y ,  s u c c e s s f u l  i mp l eme n t a t i o n  o f  t he " i n d e p e nd e n t  med i ca l  e v a l u a t i o n "  c o n c e p t ,  and e f f e c t i v e  Imp l emen t a t i o n  o f  more s t r i n g e n t  c o n t r o l s  on t h e  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 r og r am s h ou l d  r e s u l t  i n a d d i t i o n a l  e f f i c i e n c i e s . On the o t h e r  hand,  t h e r e  a r e  some - aspec t s  o f . t b e  pr oposed l«w__tbat c o u l d  have a n e g a t i v e  Impac t  on c o s t s .  Fo r  exampl e ,  unde rc u r r » n t  l aw many cl aimant . . *  s e t t l e  f o r  a 1 UH-D Sum Wi th a compromi se and r e l e a s e  ag r e emen t .  Under  the p r oposed l aw.  permanent  p a r t i a l  c a s e s  a r e  t o  be a u t o m a t i c a l l y  s e t t l e d  wi t h  a lump sum w i t h o u t  t h e  need f o r  a c omp r on i s e  and r e l e a s e  ag r e emen t .  I t  appea r s  t h a t  unde r  t h e  new law t h e r e  i s  the p o t e n t i a l  f o r  g r e a t e r  f r e q u e n c y  o f  r e o p e n i n g s .
We were a b l e  t o  o b t a i n  d a t a  t o  e s t i m a t e  t he  l i k e l y  magn i t ude  o f  the " ha r d  d o l l a r "  s a v i n g s .  In a d d i t i o n ,  our  Judgment s  o f  t h e s e  s a v i n g s  were I n f l u e n c e d  by p o t e n t i a l  " s o f t  d o l l a r "  s a v i n g s .  However ,  we b e l i e v e  t h e r e  1s the p o t e n t i a l  f o r  
s i g n i f i c a n t  " s o f t  d o l l a r "  s a v i n g s  beyond t hose  a n t i c i p a t e d  in ou r  e s t i m a t e s ,  p r o v l d o d  t h e  p r o p o s ed  r e f o r m s  are f u l l y  and s u c c e s s f u l l y  Imp l emen t ed .

2 .  Impact  on Rat e Lev e l s .
I f  c u r r e n t  r a t e  l e v e l s  a r e  a d e qu a t e ,  we e s t ima t e  t h a t  the p r opos ed  l aw would J u s t i f y  an o v e r a l l  r a t e  r e d u c t i o n  o f  6%. However ,  t h e  f o l l o w i n g  s h o u l d  be r e c o g n i z e d :

1 . o u r  e a r n e r  a n a l y s i s  cunuuc t eu  f u r  Uie Al«aka Depa r tmen t  o f  I n s u r a n c e  I n d i c a t e d  t h a t  c u r r e n t  r a t e  l e v e l s  may be I n a d e q u a t e ; i . e . .  I n s u f f i c i e n t  t o  
s u s t a i n  c o s t s  unde r  t he  c u r r e n t  b e n e f i t  s t r u c t u r e .

2 .  We b e l i e v e  t h a t  t h e r e  I s  a g e n e r a l  p e r c e p t i o n  w i t h i n  t he  I n s u r a n c e  i n d u s t r y  t h a t  t he  c u r r e n t  n t e  l e v e l  1r» 
A l a s k a  1s I n a d e q u a t e .

3 .  Wh i l e  t he  p r op o s ed  l aw w i l l  r e du c e  c o s t s  1n t he  s h o r t  t e rm,  I t  I s  l i k e l y  t h a t  c o s t s  w m  begin to r i s e  aga i n  b e f o r e  t h e  J a n u a r y  1,  1990 r a t e  r e d u c t i o n
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A Y p l r a t i o n  d a t e ,  due t o  med i c a l  I n f l a t i o n  and the l o n g - t e r m  t r e n d s  t owa r d s  g r e a t e r  b e n e f i t  u t i l i z a t i o n .
The p r o p o s e d  l aw mandates  a t e m p o r a r y  r a t e  r e d u c t i o n  f o r  t h e  p e r i o d  d u l y  1 ,  1988 t h r o ugh  J a n u a r y  1 ,  1990 o f  a t  l e a s t  6%.
I t  I s  no t  c l e a r  t o  us 1 f  t h e  p r o p o s e d  l aw a n t i c i p a t e s  a r a t e
f r e e z e  a t  6% be l ow c u r r e n t  l e v e l s ,  o r  t h a t  any subsequent
r a t t  f i l i n g  must  r e f l e c t  a 6% o f f s e t  t o  r e c o g n i z e  the p r opo s ed  
1 aw.
We wou l d  a d v i s e  s t r o n g l y  a g a i n s t  imp l emen t i ng  a r a t e  f r e e z e  f o r  a number  o f  r e a s o n s :

1 . Gi ven t h o  p e r c e p t i o n  o f  c u r r e n t  r a t e  I nadequacy ,  ar a t e  f r e e z e  may p r e c i p i t a t e  ma r k e t  a v a i l a b i l i t y  p r o b l e m s .
2 .  We b e l i e v e  1 t  i s  in t h e  l o n g - t e r m  I n t e r e s t s  o f  a l l  

p a r t i e s  t h a t  r a t e s  r e f l e c t  co s t s - .  Ma j o r  prob l ems nave d e v e l o p e d  1n s l A l e *  L i n t  have not  Adhered to t h i s  p r i n c i p l e  ( e . g . ,  Ma i n e ) .
3 .  Ra t e  r e v i ew s  w i l l  measu r e  t h e  impac t  o f  i l l  a spec t so f  t h e  p r opo s ed  l aw as a c t u a l  l o s s e s  unde r  the newl aw eme rge .  F r e qu en t  r e v i ew  w i l l  e n a b l e  anyr e q u i r e d  a d j u s tmen t s  t o  r a t e s  and .  i f  n e c e s s a r y ,tft a d m i n i s t r a t i v e  o r p c e d u r e s .  s t a t u t o r y  p r o v i s i o n s ,  e t c . ,  t o  be imp l emented  B e f o r e  a c r i s i s  d e v e l o p s .
4 .  We b e l i e v e  t h e r e  I s  t h e  p o t e n t i a l  f o r  s a v i ng s  s i g n i ­f i c a n t l y  In exces s  o f  6% 1 f  c e r t a i n  o f  the a d m i n i s t r a t i v e  p r o v i s i o n s  o f  t h e  p r opo s ed  l aw

4\ re s u c c e s s f u l l y  and s t r i c t l y  Imp l emen t ed .  I f  such 
s a v i n g s  m a t e r i a l i z e ,  t h e y  s h o u l d  be r e f l e c t e d  in the 
r a t e s  as soon as p o s s i b l e .

We s u gg e s t  t h a t  t he  p r opo s ed  l aw be r e v i s e d  t o  i n c l ud e  an Immed i a t e  r e d u c t i o n  o f  r a t e s  o f  a t  l e a s t  6%, and a p r o v i s i o n  s p e c i f y i n g  t h a t  f u t u r e  rat . *  f i l i n g s  ( e . g . .  a f t e r  December 3 1 ,  1988) '  must  f u l l y  r e f l e c t  t he  impac t  o f  t ne  new l aw.  Th i s  l a t t e r  r e q u i r e m e n t  s h ou l d  n o t  be l i m i t e d  t o  t he  p e r i o d  J u l y  1,  1988  t h r o u g h  J a nu a r y  1 ,  1990n We wou l d  a n t i c i p a t e  t h a t  t ne  o r i g i n a l  e s t im a t e d  Impact  on c o s t s  o f  6% would be g r a d u a l l y  r e v i s e d  1n f u t u r e  r a t e  f i l i n g s  as a c t u a l  d a t a  becomes a v a i l a b l e .
To a s s u r e  t h a t  s ubsequen t  r a t e  f i l i n g s  do f u l l y  r e f l e c t  the 
Impac t  o f  t h o  new l aw,  t he  Depa r tmen t  o f  I n s u r a n c e  may want t o  c o n s i d e r  s p e c i a l  r e p o r t i n g  r e q u i r e m e n t s  and enhanced a c t u a r i a l  a n a l y s e s  p e r t a i n i n g  t o  eme rgence  o f  c o s t s  under  t h e  
new l aw .
We a l s o  n o t e  t h a t  t he  t e rm " r a t e "  used 1n t he  p r oposed law 1s somewhat  amb i guous .  I t  i s  n o t  c l e a r  1 f  the d r a f t e r s  mean t h e  o v e r a l l  S t a t e w i d e  r a t e  l e v e l  o r  t h e  r a t e  cha rged  each i n d i v i d u a l  i n s u r e d .
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3 . E s t ima t e d  Impact  on.  Ba<nf-1.ts
As can be seen on T a b l e  1.  pe rmanent  p a r t i a l  award b e n e f i t s  a r e .  t he  most  a f f e c t e d  by the p r o p o s e d  l aw.
Pe rmanen t  p a r t i a l  award b e n e f i t s  a r e  t y p i c a l l y  pa i d  t o  a p a r t i a l l y  d i s a b l e d  w o r k e r  who has r e c o v e r e d  s u f f i c i e n t l y  to 
r e t u r n  t o  wo r k .  The b e n e f i t  i s  I n t e n d e d  t o  compensate  f o r  l o s s  o f  wor k a b i l i t y  and f u t u r e  e a r n i n g  c a p a c i t y ,  and 1s paid 
1n a d d i t i o n  t o  t emp o r a r y  t o t a l  b e n e f i t s .
E x h i b i t  1 p r o v i d e s  a c ompa r i s on  o f  e s t i m a t e d  b e n e f i t s  under  t h e  c u r r e n t  and t he  p r o p o s ed  l aw f o r  " a v e r a g e "  c a s e s  o f  d i f ­
f e r e n t  I n j u r i e s .

4 . A s s i g n e d , i l l  sk S u r c h a r g e
A l t h o u g h  no t  p a r t  o f  t h e  c u r r e n t  v e r s i o n  o f  S8322 p r o v i d ed  t o  
us f o r  a n a l y s i s ,  we have been p r o v i d e d  wi t h  a p r opos ed  r e v i s i o n  impac t i n g  t he  a s s i g ne d  r i s k  s u r c h a r g e ;  I . e . ,
" ( c )  An i n s u r e r  may n o t  impose a s u r c h a r g e  f o r  a s s i gned  r i s k  p o o l  i n s u r a n c e  u n l e s s  t h e  I n s u r e d  has r e c e i v e d  an e x p e r i e n c e  m o d i f i c a t i o n  d e b i t .  A f t e r  t he  I n su r edhas r e c e i v e d  an e x p e r i e n c e  m o d i f i c a t i o n  d e b i t ,  the i n s u r e d  may impose a s u r c h a r g e  i f  t he  p e r c en t a g e  o f  

t he  s u r c h a r g e  does  not  exceed  t he  p e r c en t a g e  a p p l i e d  as an e x p e r i o n c e  m o d i f i c a t i o n  d e b i t  o r  25 p e r c e n t  o f  the premium d e v e l o p e d  a f t e r  a p p l i c a t i o n  o f  the e x p e r i e n c e  m o d i f i c a t i o n  f a c t o r ,  wit 1 d i e  v« j  1 * l e s s . "
Wh i l e  we have no t  had t ime  t o  r e q u e s t  d a t a  t o  a n a l y z e  t h i s  
p r o p o s a l  1n d e t a i l ,  we have the f o l l o w i n g  c o n s e n t s .
The p r o p o s a l  1s l i k e l y  t o  l e ad  t o  a r e d u c t i o n  o f  premium c o l l e c t e d  f o r  a s s i g n e d  r i s k s .  T h i s  1s because o f  sma l l  r i s k s

n  * w  »• 4 •  ^ 4  4 k  1 •  •  ♦ j*  •  4 ^  «  4  4 ^  1 #4/% m a 4  k  % w a  a  n  a  i i  5c r e d i b l e  e x p e r i e n c e  t o  p r oduce  a h i g h  e x p e r i e n c e  r a t e  mo c a ­
t i o n .  Fo r  t h e s e  r i s k s ,  t he  new l aw  c o u l d  s u b s t a n t i a l l y  r educe t h e  e f f e c t i v e  a s s i g n e d  r i s k  s u r c h a r g e  fruiti the c u r r e n t  v a l u e  
o f  2 0 * .
Any r e d u c t i o n  1n a s s i g n e d  r i s k  p r emiums w i l l  p a r t i a l l y  o f f s e t  t he  i n d i c a t e d  c o s t  s a v i n g s  o f  6 * .  Fo r  ex amp l e ,  assume t h a t  a s s i g n e d  r i s k s  c u r r e n t l y  a c c o u n t  o f  1 5 *  o f  t he  t o t a l  e a r n e d  p r emium.  F u r t h e r  assume t h a t  t he  p r o p o s a l  r educes  the 
e f f e c t i v e  s u r c h a r g e  f r om  20 *  t o  1 5 * .  The r e s u l t i n g  o v e r a l l  s t a t e w i d e  premium w i l l  t hen  be r e du c e d  by about  0 . 6 * .  Thus ,  
o n l y  5 . 4 * ,  r a t h e r  t han 6 * ,  1s a v a i l a b l e  f o r  an o v e r a l l  r a t e  r e d u c t i o n .
I n  any c a s e  1 t  s h o u l d  be r e c o g n i z e d  t h a t  r e d u c t i o n s  In a s s i g n e d  r i s k  premium l e v e l s  can o n l y  be a c comp l i s h ed  at  the e x p en s e  o f  t h e  v o l u n t a r y  ma r ke t .
B e f o r e  ch ang i ng  t n e  a s s i g n e d  r i s k  s u r c h a r g e s  ami r i s k i n g
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markwl  d i s l o c a t i o n s ,  we recommend f u r t h e r  s t udy  o f  r e l a t i v e  r a t e  adequacy o f  t h e  a l i g n e d  r i s k  poo l  v e r s u s  t he v o l u n t a r y  ma r k e t .  Th i s  a n a l y s i s  s h o u l d  be ex t ended  t o  I n c l u d e  the 
v a r i o u s  segment s  o r  t h e  a s s i g n e d  r i s k  poo l  I n which p r ob l ems  a r e  p e r c e i v e d  t o  e x i s t  ( e . g . .  sma l l  r i s k s ,  new r i s k s ,  e t c . ) .  We t h e r e f o r e  s u gge s t  p o s t p o n i n g  r e v i s i o n  o f  t he a s s i g n e d  r i s k  s u r c h a r g e  a t  t h i s  t ime .

Me t hodo l o gy
Th i s  a n a l y s i s  1s an e x t e n s i o n  o f  o u r  e a r l i e r  s t udy  f o r  t he A l a s k i  Depa r tmen t  o f  I n s u r a n c e  d e s c r i b e d  i n  ou r  r e p o r t  "Cos t  A n a l y s i s  o f  t h e  A l a s k a  Wo r k e r s '  Compensa t i on  P r og r am"  da t ed  
F e b r u a r y  10 ,  1 9 8 8 .
Our  c o s t  e s t i m a t e s  a r e  based on a mo d i f i e d  v e r s i o n  o f  the model  d e v e l o p e d  by t he  N a t i o n a l  Counc i l  o f  Compensa t i on  i n s u r a n c e  ( N CC I ) .  The NCCI model  was based on both c o u n t r yw i d e  and A l a s k a  d a t a .  We have m o d i f i e d  t h e  model  t o  r e f l e c t  a d d i t i o n a l  l o c a l  A l a s k a  d a t a  a v a i l a b l e  f r om theA l a s k a  Wo r k e r s  Compens a t i o n  I n s u r an c e  Hand l i n g  Sys t em and
a l s o  f r om t h e  NCCI u n i t  s t a t i s t i c a l  p l an  f o r  A l a s k a .
A l l  t he  d a t a  was a c c e p t e d  f o r  a n a l y s i s  w i t h o u t  a u d i t .

V a r i a b i l i t y
The p r o p o s ed  l aw r e p r e s e n t s  a v e r y  s i g n i f i c a n t  r e v i s i o n  t o  t i e  A l a s k a  w o r k e r s  Compensa l l un  p r uy r am.  I t  must be r e c o g n i s e d  t h a t  t h e r e  u  s i g n i f i c a n t  v a r i a b i l i t y  1n anya c t u a r i a l  e s t i m a t e  o f  f u t u r e  wo r k e r s '  c ompensa t i on  c o s t s ,  and 
t h a t  v a r i a t i o n  f r om the  e s t im a t e s  p r e s e n t e d  1n t h i s  r e p o r t  a r e  
l i k e l y .
We wel come t h e  o p p o r t u n i t y  t o  d i s c u s s  t h i s  a n a l y s i s  in 
g r e a t e r  d e t a i l  as t he  need a r i s e s .

S i n c e r e l y ,
/ < r

Michae l  A. McMur ray ,  F . C / A . S . ,  M.A.A.A,

(/TAm O

Mark Crawshaw,  F . C . A . S . ,  M.A.A.A.
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T l t l t i  A l a s k a  W o r k t r c  C o a o a n a a t i o n

E t t i a a t a d  A v a r a g a  P e r a a n e n t  P a r t i a l  Awarda Undar  C u r r a n t  
U n And Un d t r  SB 3 22  (At  04 A p r i l  2 0 ,  1988

(1 ) (2) (3 ) (4)

T h u a b i

Ind  F i n g a n

Hi d F i n g t r i  

R i n g  F i n g a r i

Litt Flnf»n

B r a a t  T o t i

O t h a r  To e a i  

O t h a r i

8CHEBULED HINOR FF

1 P h a l a n g a  •
2 o r  a o r a  
L o t t  o f  Ut a
1 P h a l a n g a
2 or  a o r a  
L o t s  o f  Ut a  
1 F h i l a n o a
5J U r  m m r m

L o t t  o f  U i t
1 F h a l a n g a
2 or  a o r a  
L o n  o f  Uaa
1 Phalftnga
2 or  a o r a  
l o s s  o t  ua a
1 F h a l a n g a
2 o r  a o r a  
L o i s  of  Ua l  
D i a a a a b a r a a n t  
L o t t  of  Uea 
H o a r i n g i  Ona Ea r  
Ara
Hand
t a t
F o o t
Eya
H a a r l n g i  l o t h  E a r s  

AVERA6E -  ALL INJURIES

E i t i a a t a d E a t l a a t a d
p p  A n a m p p  a m a r a

Undar Undar
A v a r a g a  ’ AHA C u r r a n t P r o p o t t d

X L o t t R a t i n g lAK
m m m m m m

L b n

• • ■ • a *

100 14 . 0 1 8 ,1 3 2 4 2 1 , 4 0 0
100 22.0 1 2 , 4 2 5 2 9 , 7 0 0

25 4 . 0 4 , 1 9 7 5 , 400
100 4 . 0 4 , 5 2 5 8,100
100 1 2 . 5 7 , 4 7 4 14 , 875

32 3 . 2 2 , 95 1 4 , 320
t o o 5 . 0 2, t l B 4 , 7 1 0

»♦• 1 , 3 ** , 033 K , I U S

29 2 . 4 1 , 7 0 5 3 , 240
100 3 . 0 2 , 8 5 3 4 , 030
100 4 . 5 4 , 2 9 4 6 , 0 7 5

31 1. 4 1 , 13 4 2 , 1 4 0
100 1.0 1 , 14 1 1 , 330
100 2 . 5 2 , 0 9 9 3 , 3 7 5

34 0.8 B20 1 , 080
100 4 . 0 4 , 1 4 4 5 , 4 0 0
100 4 . 5 4 , 4 4 0 8 , 7 7 5

24 1 . 4 2 , 2 3 0 2 , 1 4 0
100 O.B 2 , 3 2 8 1 , 080

2? 0.0 754 250
4 2.0 4 , 0 4 4 2 , 7 0 0

13 8.0 1 1 ,9 3 4 1 0 , 8 0 0
13 7 . 0 9 , 0 5 0 9 , 45 0
i t 9 . 0 1 0 , 9 3 7 6 , 730
13 4 . 0 7 , 3 7 8 3 , 4 0 0
15 4 . 0 4 , 8 8 4 5 , 4 0 0
17 4 . 0 1 1 , 1 4 9 8,100

4 4 , 4 9 0 4 6 , 5 1 5

- MI LLI MAN A R B » t a T I O N .  INC. - C O N a U L T I N O  A C T U A N I I 1 '



E x h ib i t  I 
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F l i t !  8 0 A D a t a i  0 4 / 2 5 / 8 8  07i36i16
T l t l t i  A l a s k a  H o r k t r i  C o a p a m a t i o n

E t t i a a t a d  A v a r a g a  P a r i a n t n t  P a r t i a l  A wa r d t  Undar  C u r r a n t  
LaM And Undar  88 322 (At  Of A p r i l  2 0 ,  1988

1
( 1) (2) (3 ) (4

iiI
E t t i a a t a d E a t i a a t a d• PP Aicard PP Award

Undar Undarj Avara ja ANA Currant r .  upwmij
j UNSCHEDULED HINOR PP X Lo t t R a t i n g L i n Law

Haad 4 4 . 8 N/A 4 6 , 4 8 0
Sack 10 8.0 N/A 10 , 8 0 0
H a r n l a 7 3 . 6 N/A 7 , 5 4 0
Mtart a t t a c k U V. 4 N/A 1 2 , 9 4 0

I Hack 11 8 .1 N/A 1 1 . 8 8 0
H a n t a l 11 a . b N/A 1 1 , 8 8 0
M u l t i p i t  I n j u r i a t 11 8.1 N/A 1 1 , 8 1 0
O t h a r  S t n t r a l 1 6 . 4 N/A 8 , 6 4 0

i AVENAOC • ALL INJURIES f ! 4 , 0 4 V 4 1 0 , 3 7 9

M I L L I M A N  A R O a r t T l O N ,  INC. C O N t U L T I N O  A C f U A N I t a



Exhibi t  1 
Page 3 of 4

F i l n  IDA D l t a i  0 4 / 2 5 / 1 1  o7i34i  14
t  ■ I  Ai •  U * r  I. * r  ■ •  %#« p  m n  » •  V A w n

l a i l t i i t t f  A v t r • § •  P i r a i n i n t  P u l i i l  Ai i a rda  Unfl t r  C u r r a n t  
Lam And Undar  89 522 (Ai Of A p r i l  2 0 ,  19B8

( ! )  (2 )  (5 ) (4)

Avar*9#
SCHEDULED MAJOR PP X Lou t

mmmmm a»

A r a i  Abovt  Elbow 100
l a l OH Elbow 100
L o t a  of  Uaa 53

Hand)  0 1 a a a a b a r a a n t  100
L o t a  of  Uaa 54

Lag i  Abova Knee 100
Balow Knaa 100
Lobb o f  Uaa 53

f o o t i  D i a a a a b a r a a n t  100
L o i a  of  Uaa 51

£ r a i  E n u e l a a t i o n  i oo
L o i a  o f  Uaa IB

O t h a r i  H t a r i n g i  l o t h  E a r t  57

-  ALL INJURIES

E a t i a a t a d E a t i a a t a d
PP Award PP Award

Undar Undar
AHA c u r r a n t r r o p o e a d

R a t i n g
■ ■ ■ ■ A M

Law Law

SB. 5 153,580 4 7 8 , 9 7 5
5 5 . 5 53 ,510 7 4 , 9 2 5
2 5 . 4 42,202 3 4 , 5 4 0
5 4 . 0 41, 710 7 2 , 9 0 0
2 4 . 0 33,411 3 2 , 4 0 0
3 S . 0 47,363 5 1 , 3 0 0
3 2 . 0 49,383 4 3 , 2 0 0
1 4 . 6 38,036 2 2 , 4 8 0
2 8 . 0 34,234 3 7 , 8 0 0
11.2 24, 430 1 5 , 1 2 0
? a . o 2B.13S 3 3 , 4 0 0
1 4 . 8 27,413 2 2 , 4 8 0
20.0 30,233 2 7 , 0 0 0

■ ■ ■ > *•» •••

435,414
■ • • • • ■

9 2 1 , 1 4 7

M I L L I M A N  A  R O I t R T l B N ,  I N C . C O N B U L Y l N S  A C T U  A N  I C  A



exhibit 1 
P age  4 o f  4

f 0A D«t• J 04/25/88 07) 36 i 16
Y i i l t t  A l a a b a  W a r k a r a  C o a p a n a a l i p n

P a H a a t a d  A v a r a g a  P a r a a n a n t  P a r t i a l  Awarda Undar  C u r r . n l  
Law And Undar  I I  122 (Aa Of A p r i l  3 0 ,  1918

(I) 12) (3) (4)

Avtraga
UNSCHEDULED MAJOR PP X l o t i
H a a d  4 4
l a c k  41
H i r n l a  S 3
H i a r t  A t t a c k  46
Ni ck  40
Mant e l  45
M u l t i p l *  I n j u r i i a  47
O t h a r  B t n a r a l  44
AVERAGE -  ALL INJURIES

AKA

Cat  1u t a d  
PP Award 

Undi r  
C u r r a n t

E s t i a a t i d  
PP Award 

Undar
P r o p o t a d

R a t i n g Law Law

1 4 .0 wr a ♦ 4 9 , 1 1 0
4 4 , 2 6 03 2 . 1 N/A

4 2 . 4 N/A 5 7 , 2 4 0
3 6 . B N/A 4 9 , 6 6 0
3 2 . 0 N/A 4 3 , 2 0 0
3 4 . 0 N/A 4 8 , 6 0 0
3 7 . 6 N/A 5 0 , 7 6 0

4 7 , 5 2 03 5 . 2 N/A

6 3 1 , 1 1 3 6 4 6 , 6 3 3

M I L L I M A N  m  R C J B C R T B O N .  I N C . C O N S U L T  I N S  A C T U A R I E S



04/12/88

Members o f  th e  House J u d i c i a r y  Com m ittee ;

As you know th e  house L a b o r  & Commerce Com m ittee r e c e n t l y  paused 
t h e i r  v e r s i o n  o f  th e  w o rk e rs  co m p ensat io n  re fo rm  p a c k a g e . A lth o u g h  
the  l a b o r  management t a s k  f o r c e  t h a t  made most o f  th e  recom m endations 
e n d o rs e s  th e  b u lk  o f  th e  l e g i s l a t i o n ,  we s t r o n g l y  f e e l  t h e r e  now 
e x i s t s  some s i g n i f i c a n t  l i m i t a t i o n s  and d e f i c i e n c i e s  i n  th e  
l e g i s l a t i o n  i n  th e  form i t  now t a k e s .  We would l i k e  to  a d d re s s  th o se  
w ith  yo u  and a s k  t h a t  you s t r o n g ly  c o n s id e r  c u r in g  th e  p ro b le m s .

Our f i r s t  co n c e rn  i s  w i th  S e c . 2 2 1 .8 9 .0 1 5 .  T h i s  s e c t i o n  a t te m p ts  to  
g iv e  b e n e f i t  t o  th o s e  who have s a f e t y  program s i n  p l a c e .  We f e e l  
t h i s  i s  an a d m ira b le  id e a ,  b u t t h a t  t h e  l e g i s l a t i o n  as  c u r r e n t l y  
d r a f t e d ,  w i l l  have l i t t l e  o r  no r e a l  e f f e c t .  F o r  t h i s  program to  
work , i t  w i l l  r e q u i r e  t h a t  e v e ry  em p lo ye r  lo o k in g  f o r  s a v in g s  have a 
s a f e t y  i n s p e c t i o n ,  e v e r y  y e a r .  T h is  i s  l i k e l y  to  be v e r y  e x p e n s iv e ,  
and w o n ' t  n e c e s s a r i l y  i n s u r e  low i n j u r y  r a t e s .  F o r t u n a t e l y  t h e r e  
a l r e a d y  e x i s t s  i n c e n t i v e s  f o r  em p lo ye rs  n o t  i n  th e  a s s ig n e d  r i s k  p oo l 
to  p r o v id e  s a f e  work p la c e s  as  s a f e t y  r a c t i c e s  u l t i m a t e l y  re d u ce  
c o s t s  and t h e r e f o r e  premium r a t e s .  £ t h o s e s  in  th e  a s s ig n e d  r i s k  
pool h o w e v e r ,  t h a t  l o g i c a l  system  b re a k e s  down. We would recommend 
to  th e  com mitee t h a t  th e y  s t r o n g ly  c o n s id e r  p la c in g  p a r t i c i p a n t s  in  
the  a s s ig n e d  r i s k  poo l i n t o  one o f  two p r i c i n g  c a t e g o r i e s .  Those 
f i r s t  e n t e r in g  th e  p o o l would be ch a rg e d  a c c o r d in g  to  a p p r o p r ia t e  
i n d u s t r y  h ig h e r  r i s k  r a t e s .  However, a f t e r  t h r e e  y e a r s  o f  
e x p e r i e n c e ,  em p lo ye r premium ch a rg es  s h o u ld  be m o d if ie d  to  r e f l e c t  
t h e i r  own h i s t o r y  o f  i n j u r i e s .  U n sa fe  em p lo ye r r a t e s  would go up , 
and s a f e  em p loyer r a t e s  would go down.

We a r e  most co n ce rn ed  about changes t o  S e c t io n  18 2 3 .3 0 .0 9 5  ( k )  as  i t  
c o r r u p t s  o u r  a t te m p ts  t o  i n s t a l l  an e f f e c t i v e  IME p ro c e s s  t h a t  
r e s u l t s  i n  an in fo rm ed  board  making in fo rm e d  d e c i s i o n s .  We f e e l  i t  
i s  c r i t i c a l  t h a t  th e  board  have wide l a t i t u d e  i n  o b t a in in g  o u t s id e  
e x p e r t i s e  .̂n c r i t i c a l  m e d ic a l  i n f o r m a t io n .  T h i s  s e c t i o n ,  as  passed  
by L a b o r  & Commerce in  an a tte m p t to s a t i s f y  th e  c h i r o p r a c t i c  
com m unity , r e q u i r e s  t h a t  th e  boards ch o se n  IME be o f  th e  same 
s p e c i a l t y  as th e  a t t e n d in g  p h y s i c ia n  u n l e s s  th e  board u n an im o u s ly  
d e te rm in e s  o t h e r w i s e .  T h e re  a re  s e v e r a l  s i g i n i f i c a n t  p rob lem s t h a t  
a re  i n h e r e n t  w ith  t h i s  a p p ro a c h . F i r s t  o f  a l l  th e  b o a rd , g e n e r a l l y  
a l l  b e in g  n o n -m e d ica l  p r o f e s s i o n a l s ,  o f t e n  a s k s  t h a t  a p a n e l o f  
e x p e r t s  o f  v a r i e d  p r o f e s s i o n s ,  in c lu d in g  m e d ic a l  d o c t o r s ,  o r th o p e d ic  
s u rg e o n s ,  p s y c h i a t r i s t s ,  c h i r o p r a c t o r s ,  e t c . ,  c o u n s e l  them on th e  
p h y s i c a l  and m en ta l s t a t u s  o f  i n d i v i d u a l s .  L i m i t i n g  them to  o n ly  
s p e c i a l t i e s  o f  th e  a t t e n d in g  p h y s i c ia n  g r e a t l y  l i m i t s  t h e i r  a b i l i t y  
to  g a in  th e  w id e s t  p o s s ib l e  p e r s p e c t i v e  in  rnakina d e c i s io n s  in  
c o m p l ic a te d  a r e a s  o u t s id e  o f  t h e i r  own e x p e r t i s e .  The Lab o r & 
Commerce app ro ach  would s u g g e s t  t h a t  l e s s  in f o r m a t io n  i s  b e t t e r  th an  
more. We know how t h i s  would d i r e c t l y  b e n e f i t  i n d i v i d u a l  m e d ic a l  
p r o v i d e r s ,  bu t we d o n ' t  se e  how t h i s  c o u ld  p o s s ib l y  be to  th e  b e n e f i t ,  
o f  th e  i n j u r e d  w o rk e r .

S e c o n d ly ,  f o r  anyone f a m i l i a r  w ith  p r o f e s s i o n a l  p e o p le ,  t h e r e  i s  a 
r e lu c t a n c e  to  c h a l le n g e  b ro t h e r  p r o f e s s i o n a l s .  By l i m i t i n g  o n ly  to



an a t t e n d in g  p h y s i c i a n s  s p e c i a l t y  n e g a te s  a l a r g e  p o r t io n  o f  th e  
e f f e c t i v e  r e v ie w  p ro c e s s  th e  t a s k  f o r c e  had in  m ind . We a l l  f e l t  
s t r o n g l y  t h a t  a m e d ic a l  p r o v id e r  would t a k e  g r e a t e r  c a r e  i n  
e v a lu a t in g  a p a t i e n t s  needs i f  th e y  knew t h e r e  was th e  p o t e n t i a l  f o r  
s c r u t i n y  down th e  ro ad  by a non " c lu b "  member. I t  was f e l t  th e  board  
needed th e  f l e x i b i l i t y  to  s e l e c t ,  on a c a s e  by c a s e  b a s i s ,  th e  
p r o f e s s i o n ,  o r  p r o f e s s i o n s ,  i t  f e l t  i t  needed h e lp  from in  o rd e r  to  
make in fo rm e d  d e c i s i o n s .  Our app ro ach  does n o t  l i m i t  th e  board  from 
u s in g  th e  same p r o f e s s io n  as  th e  a t t e n d in g  p h y s i c i a n  f o r  i t s  IM E, i t  
j u s t  expands i t .  The c r i t i c a l  t h in g  to  remember about th e  IME 
p ro c e s s  as  e n v is io n e d  by th e  t a s k  f o r c e  was t h a t  th e  IME would o n ly  
a d v i s e  on th e  p h y s i c a l  and m enta l c o n d i t io n  o f  a p a t i e n t ,  and th e  
a p p r o p r ia t e  m e d ic a l  t re a tm e n t  to  be p e r s u e d .  I t  i s  no t th e  b o ard s  
r e s p o n s i b i l i t y  to  admonish a m e d ic a l  p r o v id e r  f o r  a p r i o r  c o u r s e  o f  
t r e a t m e n t .

F i n a l l y  i t  seems odd to  us t h a t  i f  th e  La b o r  & Commerce Comm ittee 
f e l t  t h a t  th e  a t t e n d in g  p h y s i c i a n  sh o u ld  be p r o t e c t e d  from o u t s id e  
s c r u t i n y ,  w h ich  we t h in k  i s  o f f  th e  mark from th e  i s s u e  a t  hand , t h a t  
i t  do so  by r e q u i r i n g  a unanimous v o te  on b e h a l f  o f  th e  board to  
change p r o f e s s i o n s .  F i r s t  i t  p o in t s  t o  a w eakness  c e r t a i n  
p r o f e s s io n s  must f e e l  about t h e i r  own p o s i t i o n s  i f  th e y  need a 
unanimous v o te  to  a l lo w  f o r  o b j e c t i v e  r e v ie w .  S e c o n d ly ,  and p e rh ap s  
a b i t  p h i l o s o p h i c a l l y ,  i f  you t h in k  o f  i t ,  where e l s e  i n  our 
dem ocracy do we r e q u i r e  a unaminous v o t e ,  w i th  no o p p o rtu n u ty  f o r  
c h a l l e n g e .  Koc i n  making changes to  o u r c o n s t i t u t i o n ,  n o t  i n  s e t t i n g  
d e a th  a s  th e  p e n a l t y  f o r  c e r t a i n  c r im e s ,  not even  in  go ing  to  w a r .
Not i n  a n y th in g  but w h e th e r  a w o rk e rs  co m p en sa t io n  board  in  A la s k a  
has th e  a u t h o r i t y  to  expand th e  scope o f  in f o r m a t io n  i t  has a v a i l a b l e  
to  i t  i n  t r y i n g  to  make i ' s  d e t e r m in a t io n s ,  i f  th e  House La b o r  & 
Commerce com m ittee  has i t s  way. We would s t r o n g l y  recommend t h a t  
c o n s id e r a t i o n  be g iv e n  to  ch an g in g  th e  lan g u ag e  so t h a t  i t  i s  
c o n s i t a n t  w ith  th e  S e n a te  v e r s io n  o f  th e  b i l l .

I  would l i k e  to  make one b r i e f  comment about c h a rg e s  by some t h a t  
t h i s  b i l l  d r a s t i c a l l y  l i m i t s  th e  f r e q u e n c y  and le n g h th  o f  m e d ic a l  
c a r e .  L e t  me make a c a t e g o r i c a l  and d e f i n i t i v e  s ta te m e n t  i n  o rd e r  to  
s e t  a t  r e s t  many f e a r s  b ro u g h t about by a l l  s o r t s  o f  s c a r e  t a c t i c  
m i s in f o r m a t io n .  SB322 r e q u i r e s  th e  em p lo yer to  p ro v id e  co m p le te  
l i f e t i m e  m e d ic a l  c a r e  to  an i n j u r e d  w o rke r  f o r  a s  lo n g  as  t h a t  c a r e  
p rom otes r e c o v e r y ,  w h a te v e r  th e  f r e q u e n c y .

A n o th e r a re a  management has a problem i n  i s  s e c t i o n  2 7 , 23.30.155(m). 
I t  r e q u i r e s  a d d i t i o n a l  in f o r m a t io n  r e g a r d in g  th e  c o s t  o f  w o rk e rs  
c o m p e n sa t io n . We do no t g e n e r a l l y  have a problem  w ith  t h i s  s e c t i o n  
e x c e p t  when i t  comes to  d e fe n s e  a t t o r n e y  f e e s  and e x p e n s e s .  A l l  th e  
o t h e r  in f o r m a t io n  i s  p e r t i n e n t  to  d e te rm in in g  th e  c o s t  e f f e c t i v e n e s s  
o f  th e  s y s te m . I t  seems h ig h l y  in a p p r o p r ia t e  thouqh to  r e q u i r e  th e  
r e p o r t in g  o f  d e fe n s e  c o s t s .  The re a so n  c l a im a n t  c o s t s  a re  g a th e re d  
i s  b ecau se  someone o th e r  than th e  c la im a n t  pays  f o r  them . We sh o u ld  
no t g i v e  a b la n k  ch e ck  t o  anyone to  3pend somebody e l s e s  money. 
H ow ever, s i n c e  in  most c a s e s  th e  burdon o f  p ro o f  l i e s  w ith  the  
d e fe n d e n t ,  th e  g r e a t e s t  l e g a l  c o s t s  a re  u s u a l l y  in c u r r e d  by th e  
d e fe n d e n t s .  I t  seems to  us an ominous t h r e a t  to  s u g g e s t  t h a t  t h e r e  
be l i m i t s  o r  s ta n d a r d s  on how much someone can spend in  t h e i r  own 
d e fe n s e .  T h i s  i s  n o t  to  sa y  t h a t  ab u ses  i n  f r i v o l i t y  sh o u ld  no t 1 e



s c r u t i n i s e d  and d e a l t  w i th  a c c o r d i n g l y .  H ow ever, f o r  exam ple  a f i r m  
may d e c id e  to  spend hundreds o f  th o u sa n d s  o f  d o l l a r s  to  de fend  a c a s e  
i t  v ie w s  a s  p re c e d e n t  s e t t i n g  i n  w h ich  a l o s s  c o u ld  u l t i m a t e l y  c o s t  
m i l l i o n s  o f  d o l l a r s .  We b e l i e v e  t h i s  s p e c i f i c  la n g u a g e  g e t s  o f f  th e  
mark o f  what i s  t r u l y  im p o r ta n t  and a p p r o p r i a t e .  We would recommend 
d e l e t in g  th e  la n g u a g e  r e g a r d in g  l e g a l  and l i t i g a t i o n  c o s t s  a s  th e y  
would a p p ly  to  e m p lo y e rs  o r  i n s u r e r s .

I  know some o f  you have  some th o u g h ts  abou t how s t r i c t  th e  m e n ta l 
s t r e s s  s e c t i o n  o f  th e  b i l l  i s .  L e t  me f i r s t  s a y  t h a t  t h i s  ominous 
and f r i g h t e n i n g  c o s t  e lem en t  has  th e  p o t e n t i a l  o f  m aking o u r c u r r e n t  
c r i s i s  lo o k  c h e a p . Not d e a l in g  w ith  t h i s  a re a  a t  t h i 3  t im e ,  g iv e n  
th e  t r e n d  o f  what i s  happen ing  a c r o s s  th e  c o u n t r y ,  would be l i k e  
w is h in g  away th e  ozone d e p le t io n  p ro b le m . The t a s k  f o r c e  f e l t  t h a t  
i n  o r d e r  to  be a b le  to  g u a ra n te e  th e  o t h e r  b e n e f i t s  we a l l  f e l t  were 
so  im p o r ta n t  to  m a in t a in ,  we had to  c l e a r l y  d e f in e  f o r  th e  c o u r t s  how 
s t r e s s  c o u ld  be a d d re s se d  f a i r l y  and a f f o r d a b l y .  Both  la b o r  and 
management f e e l  t h a t  th e  b i l l  f a i r l y  and a p p r o p r i a t e l y  com pensates  
f o r  u n u s u a l  work r e l a t e d  s t r e s s .

F i n a l l y ,  t h e r e  i s  one more change to  th e  b i l l  t h a t  may need to  be 
a d d re s s e d .  I t  i n v o l v e s  th e  c o s t  o f  Perm anent P a r t i a l  D i s a b i l i t y  
p aym en ts . The s e t  o f  g o a ls  o u t l in e d  by th e  t a s k  f o r c e  when i t  
c r a f t e d  t h i s  s e c t i o n  o f  th e  p ro p o s a l  was to  b re a k  even  on th e  c o s t  o f  
PPD p aym en ts , and to  s h i f t  th e  paym ents somewhat from  th e  l e a s t  to  
th e  most i n j u r e d  w o r k e r s ,  w h i l e  n o t  a f f e c t i n g  th e  lo w e r  l e v e l s  too  
n e g a t i v e l y .  We th o u g h t  we had a c c o m p l ish e d  th o s e  g o a l s .  I t  a p p e a rs  
now however t h a t  we went too  f a r .  In  o th e rw o rd s  by r a i s i n g  th e  
maximum b e n e f i t  from $ 5 0 ,0 0 0  to  $ 2 4 0 ,0 0 0 ,  we wound up r a i s i n g  th e  
c o s t  o f  th e  PPD s e c t i o n  s i g n i g i c a n t l y , and lo w e r in g  th e  low i n j u r y  
b e n e f i t s  too  much. I t  i s  o b v io u s  t h a t  an a d ju s tm e n t  w i l l  have  to be 
made h e re  i f  we a r e  to  go to  th e  w ho le  man c o n c e p t  t h a t  th e  t a s k  
f o r c e  has embraced a s  a more p r o g r e s s i v e  a p p ro a c h . I f  we c a n ' t  come 
to  te rm s  on a new f o r m u la ,  we may have to  abandon o u r  hopes o f  
s o l v in g  th e  PPD p ro b lem s t h i s  y e a r .  M i l l im a n  & R o b e rtso n  has  been 
r e t a in e d  to  d e v e lo p  and c o s t  o u t  a new f o r m u l a t io n ,  and we hope to  
have a f i x  to  t h i s  prob lem  i n  a day o r  tw o .

I  d o n ' t  have to  rem ind  you t h a t  we a r e  c u r r e n t l y  i n  a c o s t  c r i s i s .
The p u rp o se  o f  th e  Labor-M anagem ent T a s k  F o r c e  on W o rk e rs '  
Com pensa iton  was to  f i n d  a way to  c u t  c o s t s  i n  a way t h a t  re m a in s  
f a i r  to  th e  i n j u r e d  w o rk e r ,  and prom otes r e c o v e r y .  Assum ing we 
r e s o l v e  th e  i s s u e  I  m en t io n ed , we b e l i e v e  we have a c c o m p l ish e d  t h a t .  
The Lab o r & Commerce b i l l ,  a lo n g  w ith  th e  chang es  I  have  recommended, 
w i l l  g e t  th e  b i l l  back  i n t o  a b a la n c e  t h a t  most th o u g h t  was not 
p o s s ib l e  to  a c c o m p l is h .

%

Thank you f o r  th e  o p p o r t u n i t y  to  p r e s e n t  our v ie w s .

Dav id  G o t t s t e i n



P u r s u a n t  t o  R e p .  N a v a r r e ' s  r e q u e s t ,  t h e  f o l l o w i n g  is a w r i t t  

s u b m i s s i o n  o f  m y  p u b l i c  t e s t i m o n y  o f f e r e d  b y  t e l e c o n f e r e n c e / /  

M a r c h  2 4 ,  1 9 8 8 ,  r e g a r d i n g  S B  3 2 2 .

A s  s e t  o u t  i n  S e c t i o n  1 ( a ) ,  L e g i s l a t i v e  I n t e n t ,  t h i s  

p r o p o s e d  b i l l  is i n t e r p r e t e d  t o  a s s u r e  q u i c k ,  e f f i c i e n t ,  f a i r ,  a n d  

p r e d i c t a b l e  d e l i v e r y  o f  b e n e f i t s  t o  t h e  w o r k e r  a t  a r e a s o n a b l e  

c o s t .  S e c t i o n  1 ( b )  d e c l a r e s  w o r k e r s  c o m p e n s a t i o n  l a w s  m u s t  n o t  b e  

c o n s t r u e d  b y  t h e  c o u r t s  in F A V O R  ( e m p h a s i s  a d d e d )  o f  a n y  p a r t y .

T h e r e  is a r e c o g n i z e d  p r o b l e m  w i t h  t h e  e x i s t i n g  w o r k e r s '  

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

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

k n o w l e d g e  a n d  I f e e l  t h e  L e g i s l a t u r e  is n o t  s o  c o m p l e t e l y  i n f o r m e d  

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

s a t i s f y  t h e  " q u i c k "  p a r t  o f  t h e  L e g i s l a t i v e  i n t e n t ,  b u t  t h e  

l e g i s l a t i o n ,  if p a s s e d ,  w i l l  n o t  b e  " f a i r " .  E f f i c i e n c y  is 

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

h o w e v e r ,  is a n o t h e r  m a t t e r ,  a n d  w i t h o u t  f a i r n e s s ,  y o u r  

p r e d i c t a b i l i t y  w i l l  b e  w r o n g .

S e c t i o n  1 ( b )  in  e s s e n c e  a l s o  s a y s ,  t h e  l a w s  m u s t  n o t  b e  

c o n s t r u e d  b y  t h e  c o u r t s  i n  D i s f a v o r  o f  a n y  p a r t y ;  it  t h e r e f o r e  is  a 

m a t t e r  o f  e q u i t y  a n d  e q u a l i t y .  If y o u  f a i l  t o  p r o v i d e  e q u a l i t y ,  y o u  

w i l l  b e  p r a c t i c i n g  d i s c r i m i n a t i o n .

C a s e  i n  p o i n t .  S e c t i o n  1 4 ( c ) ,  l i n e s  1 6  t h r o u g h  27 

( AS  2 3 . 3 0 . 0 9 5 ( c ) )  h a s  v / ri t te n i n t o  it i n e q u a l i t y ,  i n e q u i t y  a n d  is 

d i s c r i m i n a t o r y  b y  c o n t e n t  a g a i n s t  b o t h  t h e  i n j u r e d  w o r k e r  a n d  

C h i r o p r a c t i c  p h y s i c i a n s .

C h i r o p r a c t i c  m a n a g e m e n t  o f  s p i n a l  i n j u r y  b y  i t s  n a t u r e  

r e q u i r e s  t h e  p a t i e n t  t o  s u b m i t  t o  a p r o g r a m  o f  t r e a t m e n t  w h i c h  c a l l s  

f o r  b o t h  r e p e t i t i v e n e s s  a n d  t i m e  t o  t r e a t ,  s t a b i l i z e  a n d  r e t u r n  t h e  
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T h e  p r e m i s e  o f  r e d u c i n g  t h e  p o t e n t i a l  f r e q u e n c y  o f  

C h i r o p r a c t i c  t r e a t m e n t s  t o  20  i n  t h e  f i r s t  60 d a y s  m a y  s o u n d  

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

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

c o n s t r a i n t s  o n  o n e  t y p e  o f  p r i m a r y  h e a l t h  c a r e  p r o v i d e r  - 

s p e c i f i c a l l y  C h i r o p r a c t i c  - w i t h o u t  s t a t i n g  s o  a n d  w i t h o u t  p l a c i n g  

s i m i l a r  r e s t r a i n t s  o n  o t h e r  p r i m a r y  h e a l t h  c a r e  p r o v i d e r s .

W h a t e v e r  t h e  f r e q u e n c y  o f  t r e a t m e n t ,  it s h o u l d  b e  

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

C h i r o p r a c t o r .  I t  m a y  w e l l  b e  l e s s  t h a n  20 v i s i t s  i n  60 d a y s ,  b u t  

m a y  j u s t  as w e l l  b e  m o r e  t h a n  2 0 .  T h i s  is d e t e r m i n e d  b y  a 

c o m b i n a t i o n  o f  f a c t o r s ,  t h e  s e v e r i t y  o f  t h e  i n j u r y ,  a v a i l a b i l i t y  of 

t h e  p a t i e n t  f o r  c a r e  a n d  t h e  p a t i e n t ' s  r e s p o n s e  t o  c a r e .

I t  is  k n o w n  f a c t  t h a t  t h e  m a j o r i t y  o f  c a r e  is c o n d e n s e d  

a n d  p r o v i d e d  w i t h i n  t h e  f i r s t  6 0 - 9 0  d a y  p e r i o d ,  w h e n  t h e  p a t i e n t ' s  

s y m p t o m s  a r e  a t  t h e i r  w o r s t .

D u r i n g  m y  t w o  t e r m s  a s  P r e s i d e n t  o f  t h e  A l a s k a  

C h i r o p r a c t i c  S o c i e t y  a n d  t w i c e  C h a i r m a n  o f  t h e  P e e r  R e v i e w  

C o m m i t t e e ,  t h e  q u e s t i o n  o f  o v e r - u t i l i z a t i o n  o f  c a r e  o r  a b u s e  s e l d o m  

p r e s e n t e d  i t s e l f .  D u r i n g  t h i s  t i m e ,  I t e s t i f i e d  b e f o r e  t h e  W . C .  

B o a r d  a n d  m e e t  o n  o c c a s i o n  w i t h  t h e  W C C A .  W h i l e  i n  t e s t i m o n y  b e f o r e  

t h e  W C  B o a r d ,  it v/as f i r s t  b r o u g h t  t o  m y  a t t e n t i o n  c o n c e r n i n g  

u t i l i z a t i o n  a b u s e  i n  t h a t  a C h i r o p r a c t o r  h a d  r e n d e r e d  3 9 0  t r e a t m e n t s  

i n  a t w o - y e a r  p e r i o d  o f  t i m e .  A l s o  d u r i n g  t h i s  p r e s e n t a t i o n ,  it w a s
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P u r s u a n t  t o  R e p .  N a v a r r e ' s  r e q u e s t ,  t h e  f o l l o w i n g  is a writft 

s u b m i s s i o n  o f  m y  p u b l i c  t e s t i m o n y  o f f e r e d  b y  t e l e c o n f e r e n c e  L' 
M a r c h  2 4 ,  1 9 8 8 ,  r e g a r d i n g  S B  3 2 2 .

A s  s e t  o u t  in S e c t i o n  1 ( a ) ,  L e g i s l a t i v e  I n t e n t ,  t h i s  

p r o p o s e d  b i l l  is i n t e r p r e t e d  t o  a s s u r e  q u i c k ,  e f f i c i e n t ,  f a i r ,  a n d  

p r e d i c t a b l e  d e l i v e r y  o f  b e n e f i t s  t o  t h e  w o r k e r  a t  a r e a s o n a b l e  

c o s t .  S e c t i o n  1 ( b )  d e c l a r e s  w o r k e r s  c o m p e n s a t i o n  l a w s  m u s t  n o t  be 

c o n s t r u e d  b y  t h e  c o u r t s  in F A V O R  ( e m p h a s i s  a d d e d )  o f  a n y  p a r t y .

T h e r e  is a r e c o g n i z e d  p r o b l e m  w i t h  t h e  e x i s t i n g  w o r k e r s '  

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

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

k n o w l e d g e  a n d  I f e e l  t h e  L e g i s l a t u r e  is n o t  s o  c o m p l e t e l y  i n f o r m e d  

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

s a t i s f y  t h e  " q u i c k "  p a r t  o f  t h e  L e g i s l a t i v e  i n t e n t ,  b u t  t h e  

l e g i s l a t i o n ,  if p a s s e d ,  w i l l  n o t  b e  " f a i r " .  E f f i c i e n c y  is 

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

h o w e v e r ,  is a n o t h e r  m a t t e r ,  a n d  w i t h o u t  f a i r n e s s ,  y o u r  

p r e d i c t a b i l i t y  w i l l  b e  w r o n g .

S e c t i o n  1 ( b )  in e s s e n c e  a l s o  s a y s ,  t h e  l a w s  m u s t  n o t  b e  

c o n s t r u e d  b y  t h e  c o u r t s  in D i s f a v o r  o f  a n y  p a r t y ;  it t h e r e f o r e  is  a 

m a t t e r  o f  e q u i t y  a n d  e q u a l i t y .  If y o u  f a i l  t o  p r o v i d e  e q u a l i t y ,  y o u  

w i l l  b e  p r a c t i c i n g  d i s c r i m i n a t i o n .

C a s e  i n  p o i n t .  S e c t i o n  1 4 ( c ) ,  l i n e s  1 6  t h r o u g h  27 

( A S  2 3 . 3 0 . 0 9 5 ( c ) )  h a s  w r i t t e n  i n t o  it i n e q u a l i t y ,  i n e q u i t y  a n d  is 

d i s c r i m i n a t o r y  b y  c o n t e n t  a g a i n s t  b o t h  t h e  i n j u r e d  w o r k e r  a n d  

C h i r o p r a c t i c  p h y s i c i a n s .

C h i r o p r a c t i c  m a n a g e m e n t  o f  s p i n a l  i n j u r y  b y  i t s  n a t u r e  

r e q u i r e s  t h e  p a t i e n t  t o  s u b m i t  t o  a p r o g r a m  o f  t r e a t m e n t  w h i c h  c a l l s  

f o r  b o t h  r e p e t i t i v e n e s s  a n d  t i m e  t o  t r e a t ,  s t a b i l i z e  a n d  r e t u r n  t h e  
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worker to pre- in ju ry status, giving some as su ra nce that the worker 

does not have to fear re-involvement. Doctors of C h i r op r ac t ic  do 

not d i sp en se drugs and Chi ro pr ac tors do not pe rform irreversible 

spinal surge ries which are both very expensi ve  to the pro g ra m  and 

fail with great regularity and in the process con tr ibutes greatly to 

the costs of te mporary total and pe rmanent partial disabilities.

Stat istical information which has been compiled which 

co mpares the ef f e ct i ve n es s and cost of C h i r o p r a c t i c  manag em ent when 

co mpared to medica l m an agement  of similar wo rk er's back injuries, 

cl early shows that workers' d is a bi l it y time, co mp e ns a ta bl e  time loss 

and overall treatment costs were half of that of the medical 

p r a c t i t i o n e r s .

This information is and has been, di sregarded by 

insu rance und erwriters, the WCCA, and apparently, the Leg islature 

thus far. It is readily available from the offering authorities, 

the De pa rt me n t of Labor and Industries or D ep ar t me n t of Worker's 

C o m p e n s a t i o n  in the States of Oregon, California, Montana,

W iscons in , Florida, and Kansas.

C h i r o p r a c t i c  care is simply more ef fe ct ive and less 

costly than any a l terna ti ve  mode of treat ment for spinal injury and 

I am c er t ai nl y in o pp ositio n and resistant to any change which would 

lessen the o pp or t u n i t y  for the injured worker get well quicker, to 

save the State money, and to allow the practice of Chir op ra ctic to 

fun ction and pr ov i de  its services unimpeded.
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The premise of reducing the potential fr eq uency of 

C h i r o p r a c t i c  treatments to 20  in the first 60 days may sound 

a p p e al i ng  and maybe perceived as a way to reduce the overall 

expend it ure, but in fact will ill serve the injured worker and puts 

co nstra in ts  on one type of primary health care provider - 

s p e c i f i c a l l y  C h i r o p r a c t i c  - without stating so and witho ut  placing 

similar restraints on other primary health care providers.

Whatever the frequency of treatment, it should be 

determ i ne d  by the physician of record - in this case the

Ch ir op r ac t or . It may well be less than 20 visits in 60 days, but

may just as well be more than 20. This is determined by a

c om b in a t i o n  of factors, the severity of the injury, av a il ab ility of

the pa ti ent for care and the patient's response to care.

I t  is k n o w n  f a c t  t h a t  t h e  m a j o r i t y  o f  c a r e  is c o n d e n s e d  

a n d  p r o v i d e d  w i t h i n  t h e  f i r s t  6 0 - 9 0  d a y  p e r i o d ,  w h e n  t h e  p a t i e n t ' s  

s y m p t o m s  a r e  a t  t h e i r  w o r s t .

D u r i n g  m y  t w o  t e r m s  a s  P r e s i d e n t  o f  t h e  A l a s k a  

C h i r o p r a c t i c  S o c i e t y  a n d  t w i c e  C h a i r m a n  o f  t h e  P e e r  R e v i e w  

C o m m i t t e e ,  t h e  q u e s t i o n  o f  o v e r - u t i l i z a t i o n  o f  c a r e  o r  a b u s e  s e l d o m  

p r e s e n t e d  i t s e l f .  D u r i n g  t h i s  t i m e ,  I t e s t i f i e d  b e f o r e  t h e  W . C .  

B o a r d  a n d  m e e t  o n  o c c a s i o n  w i t h  t h e  W C C A .  W h i l e  i n  t e s t i m o n y  b e f o r e  

t h e  W C  B o a r d ,  it w a s  f i r s t  b r o u g h t  t o  m y  a t t e n t i o n  c o n c e r n i n g  

u t i l i z a t i o n  a b u s e  i n  t h a t  a C h i r o p r a c t o r  h a d  r e n d e r e d  3 9 0  t r e a t m e n t s  

i n  a t w o - y e a r  p e r i o d  o f  t i m e .  A l s o  d u r i n g  t h i s  p r e s e n t a t i o n ,  it w a s

P a g e  3 o f  9
W r i t t e n  T e s t i m o n y  o f  J o n  J .  G o d f r e y ,  D . C .



noted that there were abuses in 2%-3% of all claims treated by 

Chiropractors.

Very recently, a speaker for the current WCCA and

contributor and promoter of the current legislative changes told me

he was shown by a past WC Board member a case in which a 

Chiropractor had billed for 400 treatments in a two-year period of 

time. I suggest that both examples were one in the same. Perhaps 

you have been made aware of this one example, also.

On the positive side, 97% to 98% of all claims filed by 

all Chiropractors were deemed non-abusive. If the non-abusive cases 

were broken down, I believe you would find that in the majority of 

cases there were in excess of twenty treatments rendered in the 

first sixty days. Therefore, the concept of forcing Chiropractors 

to render less service when the injured worker'most needs treatment,

is unfair to the patient population and inequitable to the injured

worker and compromises the Chiropractor's authority to render 

services to match the injury in most cases.

I do not condone abuses or excessive treatments as it 

would apply to any Chiropractor or any other healing discipline, but 

to put the example being touted into perspective, 400 treatments x 

$30.00 per treatment is equal to $12,000 or the equivalent of one 

back surgery.

I am hopeful that you will look long and hard at the 

facts before you support the proposed changes in this Section.
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Section 15(e), line 3, ’ Ine 6-14, page 16 (AS 

23.30.095(e).

The issue of IME's has long been a concern of all parties 

involved with workers' compensation cases.

There are basically five specialties who treat back 

injuries. Four are medically-orientated: orthopedists, 

neurologists, osteopaths, and psychiatrists/psychologists, and then 

there are Chiropractors.

The patient, however, may enter the system by first 

visiting his/her general medical practitioner, who may initiate 

conservative care in the form of medication and bedrest for 

symptomatic palliative care and/or refer the patient to one of the 

specialties.

It is a known fact, no natter how unfortunate, that 

legislators, the public, and medical providers do not understand 

exactly what it is .hat Chiropractors do, nor why they do what they 

do, and why they are successful at what they do. This is
t

particularly true of the medical physicians and, apparently, the 

insurance companies. They do not want to recognize the Chiropractic 

profession and have advertised their opinions over the years to 

anyone they felt they could influence. The medical profession has 

been caught in their efforts to influence others and has 

successfully been sued in the Seventh Circuit Court of Appeals in 

Chicago and found guilty of anti-trust and restraint of trade for 

amongst other things, opinion peddling by making false and
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malicious statements to influence public opinion about the 

Chiropractic profession, its abilities, and its effectiveness of 

treatment and professional education.

I bring this into my testimony at this point to 

illustrate that unless you have had the benefit of a first-hand 

experience with a Chiropractor, your opinion, like those of your 

colleagues and those of the authors of this proposed legislation, is 

based on acquired opinion, rather than acquired knowledge.

I was glad to see the clarification of the language which 

exposes the term "employer" to reveal that the employer is really 

the insurance underwriter or insurance adjustor, those entities 

whose business it is to protect the premiums paid by the real

employers and that it is they who request the IME.
\

So when the adjustor requests an IME, they are 

hypothetically doing so to acquire a truly independent evaluation of 

the current status of the injured worker. That in itself is fine, 

but here lies the fallacy of the II1E concerning patients of 

Chiropractic. The standard, written request which accompanies the 

worker also asks the medical, and I stress medical, examiner to 

comment on current therapy and the necessity of continued current 

therapy in his recommendation.1;. The adjustor knows full well that 

when a patient of a Chiropractor is sent to most medical specialists 

for an IME, the response is nearly, always the same and predictable 

and states that Chiropractic therapy is, or was ineffective and 

should be discontinued or needs no further Chiropractic care.

P a g e  6 o f  9
W r i t t e n  T e s t i m o n y  o f  J o n  J .  G o d f r e y ,  D . C .



This prejudicial opinion allows the adjustor to 

immediately controvert - with cause - any further treatment by the 

attending Chiropractor and stops further benefits to the worker. At 

this point, if the worker maintains he is still injured, will 

request another, hopefully favorable IME to substantiate his claim 

for continued benefits.

I can testify that in my sixteen-plus years in practice 

in Alaska, dozens of iny patients have had IME's done by medical 

physicians and only on one occasion did the examiner remand the 

patient for continuation of treatment for thirty days after which he 

said the patient would be well and would need no further 

Chiropractic therapy.

During this same period of time, I have never been

requested to do an IME on the patient of a medical doctor. Why?

For obvious reasons: medical patients will always be evaluated by 

their medical peers pure and simple. Doth adjustors and medical 

doctors decry that Chiropractors could not possibly understand what 

medical doctors do and why they do it and that Chiropractors are not

medically competent to render a valid opinion. So why should a

medical doctor perform an IME on a Chiropractic patient?

I will reiterate to you that medics do not know what 

Chiropractors do, or why they do it, and are not competent to render 

a Chiropractic opinion.
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I support an amendment to this bill which would establish 

a program of ICE's or independent Chiropractic Examinations. Why 

shouldn't Chiropractic patients be examined by the peers of the 

treating Chiropractor. They are similarly trained, similarly 

examined by the State, and understand what it is that each other is 

doing, why they are doing it, and what can be expected to 

transpire.

Contrary to popular belief, the nemesis of the medical 

community is the mechanical back problem associated with the common 

sprain-strain complex involving the patient's neuronusculoskeletal 

system where as Chiropractors almost solely treat this type of 

injury. Chiropractors understand Chiropractic patient management 

procedures better than medical doctors know Chiropractic procedures, 

so let Chiropractors do IME's or ICE's on Chiropractic patients and 

please include this concept in this Bill.

An added benefit may well be appreciated in the form of 

additional savings. I believe that evaluations performed by 

Chirooractors can be performed for much less than the rates charged 

by medical doctors.

Lastly, I would like to address an item not found in the 

current proposal. There are very few statistics maintained 

concerning the budge breakdown - if they are available, I have never 

seen them.
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Th e  t o t a l  c o s t  o f  t h e  w o r k e r ' s  c o m p e n s a t i o n  b u d g e  f o r

FY86 was $150 million, of that 38% was appropriate for all aspects 

of health care cost, of $57 million. Of this $57 million, what 

portion was paid directly to hospitals, to rehabilitation services, 

and to medical services? Of those monies paid out for medical 

services, how much was paid to medical providers and medical 

specialties, such as orthopedic surgeons, neurologists, osteopathic 

doctors, psychiatric or psychologic services, and Chiropractic 

doctors. By injury classification, what percentage of the injuries 

involved the spinal column? What portion of the medical costs were 

directly related to spinal injury treatment? And what percentage of 

that was paid to each provider group and what was the total monies 

paid to each group of providers?

every legislator to know before voting on the proposed Bill, and 

there should be an amendment to the Bill to provide that a breakdown 

such as mentioned above be prepared each year for the Legislature's 

review.

It is precisely this type of information I would expect

Respectfully submitted

DATED:
JOH J . GODFREY, B.5., D.C.

cc: Rep. Navarre Rep. Gruenberg
Rep. Donley 
Rep. Sund

Rep. Barnes 
Rep. Tavlor 
Rep. Koponen 
Rep. Boucher 
Rep. Ellis 
Rep. Menard

Rep. Ulmer
Rep. Cotten 
Rep. Davidson 
Rep. Furnace
Alaska Chiropractic Society
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The Honorable John Sund 
Chairman
Judiciary Committee 
House of Representatives 
Pouch V
Juneau, Alaska 99811 

Dear Chairman Sund:

The Joint Management/Labor Task Force has reviewed the committee 
work draft dated April 20, 1988 and would like to share our 
concerns and comments with you and your committee.

After your ordeal of the past month, you will probably agree that 
Workers' Compensation is an extremely complex issue and one to 
which changes in one section can result in positive or negative 
changes in other sections of the statute. After more than a year 
of analysis and negotiation, the Task Force presented a 
compromise bill to the Senate and House Labor and Commerce 
Committees which was designed to result in significant reductions 
in w o r k e r s ' compensation premiums paid by employers while at the 
same time increasing benefits to injured workers.

The draft presented to the House Labor and Commerce Committee had 
been estimated to result in a 5.7% reduction effective July 1, 
1988. Due to an error in the calculations of our Task Force, we 
presented suggested modifications to the draft legislation on 
April 15, and at that time Milliman and Robertson indicated that 
the recommended changes— when placed in the Senate version of the 
bill— would result in a 6% premium reduction. The Task Force 
believes that the cost savings are potentially greater than that 
proposed, but because of the difficulty in pricing many of the 
sections of the bill, we believe that such savings will not be 
realized until future experience verifies or repudiates our 
opinions.

With this perspective, the Task Force has reviewed the committee 
work draft of April 20 to determine if the modifications will 
likely result in changes to the costs of the legislation or 
changes in the labor/management balance. For the most part, 
we believe that the modifications proposed will not affect prices 
or tip the labor/management balance. We do, however, believe 
that the following provisions will increase the costs of the 
legislation and reduce the potential savings of the bill.



1. Section 13, page 15, lines 19-23.

This section modifies our proposal to control the frequency 
of medical visits by establishing suggested limits which could be 
exceeded when documented by the physician. From 1983 to 1986, 
medical costs for workers' compensation increased from 23% of 
$75 million in costs to 37.5% of $153 million. To control this 
item, we attempted to deal with both the price and utilization of 
medical services. The proposed modification would effectively 
neutralize our attempt to control utilization and reduce the 
savings resulting therefrom.

We understand the committee's reluctance to legislate 
limits on medical visits, and accordingly we would propose that 
this section be modified to allow the Workers' Compensation Board 
to adopt such guidelines by regulation. In this manner the 
abuses could be controlled and the system would maintain the 
flexibility needed to react to changes in conditions and 
p r a ctices.

2. Section 25 and Section 26.

These sections increase the penalties associated with the 
failure to promptly pay compensation under the act. We 
understand the desire to punish employers or carriers that 
willfully or flagrantly fail to promply pay their claimants, but 
we believe that the proposed modifications are extreme and deal 
with a relatively insignificant problem. We are worried that 
such an increase in penalties in the absence of a recognized 
problem sends a message to the insurance industry that we are not 
willing to provide a mutually supportive environment for them.

We further believe that the size of the proposed penalties 
will lead to more controversions by employers as they attempt to 
avoid the penalties. We foresee this section serving to fuel 
further litigation as it provides an additional economic 
incentive to dispute and hence will drive up the costs of the 
system.

We would propose that the current practices remain as they 
currently exist except that he Board could increase the 
penalties to 50% when they deem that the employer or carrier 
flagrantly and willfully failed to pay claimants promptly. In 
this manner we would penalize the abusers of the system while 
still allowing the current penalties for tne relatively 
infrequent failures to pay in a timely manner.
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3. Section 28, lines 23-25.

We would propose that this section be deleted as it relates 
to issues beyond the scope of workers' compensation.

4. Section 33(c), pages 26-27.

This section should have been removed when the per \r.ent 
partial impairment schedule was reduced from $240,000 
$135,000. It was originally placed in the proposal to minimize
the impact of the adjustment factors on the relatively minor
injuries, but elimination of the adjustment factors removed the
need for this section.

5. Section 44, page 32, lines 1-5.

We believe that the proposed modifications to the statute 
will result in reductions in the cost of workers' compensation 
and believe that the insurance industry has made a good faith 
effort to acknowledge those reductions when they proposed a 5.7% 
reduction effective July 1, 1988. We do not support a mandated 
roll-back since it will have little impact on the rate structure 
and might potentially encourage some carriers to withdraw from 
the Alaska workers' compensation market. We believe that a 
mandated rate reduction offers little long term economic gain 
and could cause irreparable harm to the workers' compensation 
insurance marketplace and consequently lead to Uigher, not lower 
costs.

We strongly support the work draft with our modifications and 
urge you to move the bill to the Finance Committee as quickly as 
possible. Your concerns and questions have been helpful and the 
bill is better because of the time your committee has invested in 
the issue. We are concerned, however, that the bill could be 
lost in the closing days of the session and, if so, employers and 
employees would be the true victims of such a consequence. For 
employees the legislation represents an improvement in benefits, 
and jobs. For employers it means a reduction in premiums and 
survival.

Very truly yours,

Robert Anders 
Co-Chairman

Mary Pierce 
Co-Chairman
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January 11, 1988

Senator Tim Kelly 
Capitol B l d g . , Room 101 
Juneau, Alaska 99803

Dear Senator Kelly:

First of all, I would like to thank you for providing me with 
a copy of the draft legislation regarding the Alaska Workers' 
Compensation Act. I have reviewed this legislation in detail, 
and attached is a memorandum that I have done in regard to the 
changes. This memorandum was principally designed to identify 
the changes for myself and my clients. There are some comments 
as to what I perceive to be problem areas within the legislation.

As I mentioned to you on the phone quite some time ago, I am 
principally concerned with trying to obtain an amendment to the 
Act that would require disability benefits to be calculated upon 
the employee's wages at the time of the injury. To that effect,
I have drafted a change to AS 23.30.220, wh i c h  is attached. The 
definition of spendable weekly wage remains the same. The change 
is based on how to calculate the gross weekly earnings of the 
employee.

If the employee has worked for the employer in excess of forty 
weeks, his actual wages during the prior forty weeks will be 
divided by forty to determine his gross weekly earnings. This 
provision would eliminate many of the disputes that are now 
encountered in determining the compensation rate. In addition, 
the computation of disability benefits based upon the e m p l o y e e’s 
wages at the time of injury would seem to m o r e  accurately reflect 
what the employee needs to survive on during the duration of his 
disability. Computing benefits in this manner would also follow 
the economic trends in the state of Alaska. During a down swing, 
benefits would drop, but during upswings, benefits would tend to 
increase. In addition, insurance carriers compute the premium to 
be paid based upon the actual wages paid.

Under the present system, it is not. uncommon at all to find an 
employee who is making $10 an hour when he was injured receiving 
disability benefits that amount to $12 or $14 an hour or more. 
Under such a system, the employee has no economic incentive to 
return to work. In addition, the carrier is then faced with 
paying for a loss that he did not and could not anticipate when
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he wrote the insurance policy.

The proposed legislation goes on to provide provisions for 
employees who have not worked for forty weeks, and have irregular 
paychecks. For those working overtime hours, the amount of 
overtime hours will be computed and added into the gross weekly 
earnings. The same is true for commissions for salesmen or 
other people that get paid based upon the actual amount of 
work performed. Monthly salaries are to be divided by 4.3 to 
determine the weekly wage.

The current provisions regarding minors or trainees is retained, 
The only difference is that there is a limitation so that the 
compensation rate of the employee does not exceed his actual 
spendable weekly wage at the time of his injury.

The current provision regarding ambulance attendants, policemen 
or firemen is retained.

I have inserted here the language regarding contributions by an 
employer to pension or profit sharing plans that was added to AS 
23.30.265(15).

I do not represent any particular insurance company or adjusting 
company in regard to this proposed legislation. It is my own 
idea, and one that I have harbored for quite some time. I do 
believe that it will result in a more equitable situation for 
both the employee and the employer. In some cases, it will 
result in lesser benefits for the employee, but in other cases, 
it will result in more benefits. The major benefit that will be 
derived by both the employer and the employee is that there will 
be little room for dispute as to what the compensation rate shall 
be.

In order to present this concept to your committee, I would 
appreciate it if you could schedule me to testify to the 
committee for at least thirty minutes. In addition, I would 
appreciate the opportunity to address some other issues that 
are contained in the proposed amendments to the Act. If I could 
obtain an additional thirty minutes of time before the committee, 
I would certainly appreciate that opportunity. I will be 
available on both January 19 and 20 to testify. I will come by 
your Senate offices on January 18. Thank you very much for your 
cooperation, and if I can answer any questions or otherwise be
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of help, please do not hesitate to give me a call. My home phone 
number is 694-9520.

R B M :mrm 
Enclosures



MEMORANDUM

RE: Proposed Amendments to Workers
Compensation Act

DATE: 1/11/88

This memo is intended to provide a brief overview of the 
significant changes in the proposed workers' compensation 
legislation that will be considered this session. This memo is 
not intended, nor does it purport to cover all aspects of the 
proposed changes. The section numbers referred zo below refer 
to the sections of AS 23.30 and not the sections as identified 
in the Senate bill. There are several groups and committees 
who have reportedly drafted provisions/amendments that differ 
significantly from the ones presented here.

Section 1.

—  W o r k e r s ' compensation cases are to be considered and 
decided upon the merits and the Act is NOT to be construed 
in favor of any party. The obvious exception to this is 
the presumption of compensability contained in Section 120.

—  The Board is to have virtually exclusive fact-finding 
responsibilities and decisions will be conclusive if supported by 
"any evidence."

Section 5.

•j—  The Department of Labor is empowered to adopt lists and 
procedures for selection, retention and removal of vocational 
rehabilitation counselors and/or physicians under Sections 41 and 
95 of the Act.

Section 20.

—  If an employee makes a false statement regarding his 
physical condition on an employment application or questionnaire, 
he is not entitled to any benefits under the Workers'
Compensation Act if the employer relied upcn the false 
representation and that reliance was a substantial factor 
in hiring the employee, and there was a "causal connection" 
between the false representation and the injury. It is unclear 
what would constitute a substantial factor in the hiring and 
what would constitute a causal connection between the false 
representation and the injury. I would anticipate a substantial 
amount of litigation on these issues to determine their meaning 
and the result would be an application of a test to the facts in 
each and every case. The concept is good, but language could be
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i n s e r t e d  i n  t h e  A c t  t o  c l a r i f y  t h e  i n t e n t .

Section 40.

—  Requires the contribution to Second Injury Fund be made 
at the time of the report filed with the Department of Labor as 
required by Section 1 5 5 (m).

Section 41.

—  There are substantial changes in the rehabilitation 
provisions within the Act. In addition, there seems to be a 
change in intent from "rehabilitation" to "reemployment."

—  The reemployment services administrator (RSA) has 
numerous responsibilities, including an annual report that 
is aimed at determining the cost of providing rehabilitation 
services. These reports should be distributed to interested 
p a r t i e s .

—  Within 60 days of filing of the notice of injury, the 
employee may request an evaluation to determine whether he is 
eligible for reemployment benefits. The RSA will select the 
counselor to perform this eligibility evaluation from a rotating 
list which will deprive the carrier from having an input as to 
who they will hire for rehabilitation services. The counselor 
performing the eligibility evaluation is not necessarily the 
counselor that will provide rehabilitation services through the 
course of the claim.

—  The RSA has the authority to extend the 60-day period 
if he determines that "unusual and extenuat'ng physical 
limitations of the employee preclude the.employee from making 
a timely request." Thus, it would seem that the employee must 
request the rehabilitation counseling within 60 days of his 
injury; however, the employer can also request that such an 
evaluation be made. It is unclear whether the employee would 
waive his right to rehabilitation if he does not make the request 
within 60 days.

—  The eligibility evaluation is to be performed and 
apparently the report filed within thirty days following the 
initial referral. The RSA can grant an additional thirty days.

—  The employee shall be eligible for rehabilitation upon 
the employee's written request and if a physician determines 
or predicts that the employee will ultimately have physical 
capabilities that are less than those required to perform the job 
as described in the United States Department of Labor's "Selected 
Characteristics of Occupations Defined in the Dictionary of 
Occupational Titles," for the employee's job at the time of the
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injury, and for any other job that the employee has held within 
ten years before the injury, or employment following the injury 
that has been sufficient enough to establish the employee's 
ability to function in that labor market. Thus, the employee has 
to make a written request for rehabilitation, and a doctor has 
to determine that he has a physical impairment that will preclude 
him from his normal occupation or occupations that he has had 
in the past. This is very significant when coupled with the 
definition of reemployability. Further, the burden of requesting 
reemployment benefits lies with the employee.

—  The employee is not eligible for rehabilitation if the 
employer offers him a job within his physical capabilities at 
at least 60 percent of his "gross hourly wages at the time of 
injury," and there is a labor market for those skills.

—  In addition, the employee is not eligible for 
rehabilitation benefits if he has been previously rehabilitated 
in a workers' compensation claim and returned to work "in the 
same or similar occupation in terms of physical demands." This 
does not require the same occupation, but only an occupation that 
requires the same physical capabilities.

—  Once eligible, the employee can select his own 
rehabilitation specialist. If the employer disagrees with the 
employee's choice, and the disagreement is not resolved, then the 
RSA shall assign the case to a third rehabilitation specialist. 
The employer and employee each have one right of refusal of the 
counselor selected by the RSA.

—  The reemployment plan requirements are essentially the 
same as they were before.

;r—  The priority of retraining is the 'same as it was before.

—  Non-cooperation will result in a termination of benefits 
as of the date of the non-cooperation. Non-cooperation is 
defined to mean failure to keep appointments, maintain average 
grades, attend programs, maintain contact with the counselor, 
cooperate in developing a plan and participating in activities 
relating to reemployment, comply with the requirements of the 
plan, or comply with the request of the RSA.

—  Benefits, which presumably includes disability benefits, 
will not extend past two years from the date of the acceptance of 
the plan.

—  The employer and the employee have ten days after it 
has been determined he is eligible for reemployment benefits
to select a rehabilitation specialist. There are no provisions 
to determine how this will work or what happens if the ten days 
lapses, or who has to make the first choice. I can see some 
disputes developing here, although they should not be major ones.
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—  The reemployment plan must be formulated and approved 
by the parties within 90 days of the determination of 
eligibility. I feel that this 90 day requirement is going to
be impossible to meet in many cases, and there are no provisions 
for an extension of this time. It would seem that if the parties 
would agree to an extension of time there would be no problem.
In addition, I would suspect that the RSA could extend the time 
within his reasonable discretion. This 90 days would expire 
within the first 180 days after the injury if the other time 
requirements are met. In some cases, six months is not long 
enough for the doctors to determine what the employee's physical 
capabilities will be, and the Plan cannot be formulated until 
that is determined.

—  The plan shall be initiated when the physician determines 
that the employee is physically able to engage in the plan.
There should be a provision for extending the 90-day limitation 
added to this clause.

—  If a plan cannot be agreed upon, either party may 
submit a plan to the RSA. The RSA shall approve or deny a plan 
within fourteen days after it is submitted, and within ten days 
of that decision, either party may seek a review of the decision 
by hearing pursuant to Section 110. The Board shall uphold
the decision of the administrator unless there is an abuse of 
discretion. This puts a great deal of power in the hands of the 
administrator. In addition, it opens up the rehabilitation field 
to employee and employer oriented firms. The natural prejudices 
of the individual counselors involved will be hidden under the 
guise of impartiality, but it is quite clear to me that the 
battle lines will be drawn within six months. This will put too 
much control in the hands of one person, whose personal beliefs 
and  ̂ philosophies can cause a great deal of dispute. The abuse of 
discretion standard should be changed.

—  The cost of the plan cannot exceed $10,000, which
apparently does not include disability benefits.

—  If the employee becomes medically stationary before 
completion of the plan, the carrier will begin paying PPD as 
opposed to TTD. However, if PPD benefits are exhausted before 
the completion or termination of the reemployment plan, the 
employer must pay up to 60 percent of the employee's spendable 
weekly wages, not to exceed $525, until the plan is completed.
At the end of the plan, any PPD benefits remaining unpaid shall
.be paid in a lumo sum.

-- The fees of rehabilitation counselors are paid by the 
employer, and this would include the cost of the one hired by 
the employee, and are not included in the $10,000 limitation of 
the cost of the plan. Thus, in many cases, there will be three 
rehabilitation counselors hired to assist the employee, not
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—  There is a limitation placed upon who can perform 
rehabilitation work, and if he is not a rehabilitation 
specialist, he must be employed by a firm that is. There should 
be a distinction drawn between rehabilitation specialists and job 
developers.

—  Employability means having the ability to engage in 
employment that is consistent with the employee'! physical 
capabilities, "but not necessarily the opportunity." This would 
mean that once the person is retrained and has marxetable skills, 
he is employable. This definition applies only to the rehab 
section. Once the employee becomes employable, rehab benefits 
would cease, as would temporary total disability benefits.

—  Labor market means the geographical area where the 
employee resides, the area of last employment, the state, other 
states. This provision does not limit the labor market that 
would be used in determining the employability of the injured 
employee. I can foresee some difficulties and intense litigation 
in the case where the employee moves to an economically depressed 
area and says "this is my area of residence." The definition
of employability does not include the opportunity, but a labor 
market survey in the area of residence would indicate that there 
are very few skills that would provide a job opportunity for the 
injured employee. I am not sure what was intended by defining 
the labor market area in this manner, and it would appear to 
me that this section of the Act will cause a great deal of 
litigation and clarification is needed.

—  Physical capacity means "objective and measurable 
physical traits" such as lifting, carrying, etc.

—  Physical demand means the physical requirements of the
job.

—  Reemployment benefits that are limited to $10,000 
would include the cost of the eligibility determination and the 
plan development, but would not include provider fees. It does 
not say this, but it is quite clear that this would also not 
include PPD or TTD.

—  Rehabilitation specialist is defined to mean somebody 
who is a "certified insurance rehabilitation specialist" or 
someone with equal or better qualifications, as determined by the 
Board.

—  Remunerative employa)- 1 ity means having the skills to 
allow a worker to earn wag uivalent to at least 50 percent 
of the worker's wages at J .me of injury. If the employment 
is found out of stuce, it ..1 be adjusted to reflect the 
difference between the average weekly wages of the two states.

c o u n t i n g  t h e  e l i g i b i l i t y  e v a l u a t i o n .
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It is important to note that this is a comparison of the wages 
after return to work to the wages at the time of injury, and not 
necessarily the wages used to determine the compensation rate.

Section 55.

—  Deals with the exclusive remedy provisions, which stay 
essentially the same. The liability of the employer is 
exclusive even if the employee's claim is barred because of a 
misrepresentation on his job application.

Section 95.

—  In regard to medical care, the employee is to designate 
a physician inside the state where he resides, and cannot make 
more than one change in his choice of attending phyicians without 
the written consent of the employer. Referral to a specialist
is not a change. Notice of changing attending physicians will 
be given before the change. There is nothing in here that states 
the penalty or repercussions for multiple changes or failing to 
provide notice of a change beforehand. It must be assumed that 
the employee would not be entitled to have his medical benefits 
paid if he does not comply with the statute. If he provides 
notice of the change after the fact, I would assume that the 
employer would be responsible for medical costs after notice of 
the change is received.

—  Where a course of treatment requires multiple treatments 
of a similar nature, a claim for the cost of those treatments 
is not valid unless the treatments are carried out pursuant to 
a written plan detailed and prescribed before the commencement 
of such treatment. In addition, the plan must be signed by 
the physician and mailed to the employer within one week of the 
beginning of the treatment. Again, there are no provisions as to 
what happens if this is not complied with. I would assume that 
the employer would not have to pay for any treatment up until the 
time the plan is received. If the plan is not developed before 
the treatment starts, the employer would presumably be only 
liable for treatments within the plan after the plan is 
completed.

—  The plan must include the objectives to be reached, 
the frequency of the treatment, and the method, manner and 
means of the treatment. The treatment plan cannot include more 
than twenty visits within the first 60 days, or four visits a 
month after the first 60 days. If this is not sufficient, the 
physician must document the need for services in excess of the 
guidelines contained herein. This sounds good, but it is not 
going to affect long range treatment plans, particularly by 
chiropractors. They will simply have a standardized plan drawn 
up and put inside their computerized typewriters. They will be
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punched out with new names and some slight changes. I suspect 
there will be seme litigation over this issue.

—  Specific penalties and repercussions for failure to 
comply with the above provisions should be delineated. If not, 
it will require Board interpretation to determine what happens, 
which will result in extensive litigation.

—  The employer can request an IME no sooner than 14 days 
after the injury, and every thirty days thereafter. Requests 
for an IME shall be presumed to be reasonable, and the employee 
should submit to the examination without dispute. If he refuses, 
his rights to compensation shall be suspended until the refusal 
c e a s e s .

—  Fees charged for medical treatments are currently limited 
to "charges that prevail in the same community." Fees will be 
subject to the regulation by the Board "and may not exceed usual, 
customary, and reasonable fees for the treatment or service
in the community in which it is rendered, as determined by the 
Board," pursuant to the change.

—  The Board is authorized to appoint a medical services 
review committee or to contract with somebody to provide such 
services as necessary to assist and advise the board in medical 
issues.

—  If there is a dispute regarding causation, medical 
stability, degree of impairment, functional capacity, the 
necessity of treatment, or compensability between the employee's 
attending physician and an IME doctor, a second IME shall be 
conducted by a physician selected by the Board. The cost of such 
IME shall be paid by the employer. The opinion of this doctor 
shaLl "in the absence of clear and convincing objective evidence 
to the contrary" be presumed to be correct. In other words, the 
IME as directed by the Board will in essence be conclusive. I 
can foresee a significant battle in identifying and determining 
which doctor will provide the IME. The battle lines of defense 
and plaintiff's doctor, which already exist, will be emphasized 
even more with this provision. Since neither party can* object
to the appointment of a physician, it would appear that the Board 
would have a great deal of control over who should perform the 
I M E .

—  This doctor is protected from liability, except in the 
case of fraud.

Section 120.

—  The presumption of compensability does not apply to 
mental injuries.



P a g e  8

—  When benefits are controverted solely because of the last 
injurious exposure rule or that another employer/carrier are 
responsible for whatever reason, the most recent employer or 
insurer who is a party to the ci aim and who may be liable is 
responsible to make the TTD benefit payments until the case is 
resolved. Upon a final determination, reimbursement is required 
to the prevailing party of the benefits paid, including interest 
and costs and fees. This payment s h ^ l  be made within 14 days of 
the decision.

—  The statute does not specifically provide for the payment 
of attorney's fees to a prior employee who is brought in by a 
subsequent employer. However, it is safe to assume that what
is good for the goose is good for the gander, and that costs 
and fees will become an expense to be awarded to the prevailing 
employers in a last injurious exposure rule claim.

S e c t i o n  1 5 5 .

Section 1 5 5 (m)

—  Provides for the filing of annual reports and a reduction 
in the amount of penalties assessed for late filing of reports.

Section 175

—  The maximum compensation rate has been established at 
$700. The minimum compensation rate, initially, may not be less 
than $110. However, if it is determined that the employee's 
spendable weekly wage is less than $110 per week, "or less 
than $154 per week in the case of an employee who has furnished 
documentary proof of the e m p l o y e e cs wages" the minimum 
compensation rate will be adjusted to equal the employee's 
spendable weekly wages. If 8 0 percent of the spendable weekly 
wages are less than $154, the employee's compensation rate shall 
be $154. I am not sure why there is a distinction between wages 
computed to be $110 a week pursuant to Section 220 and where the 
employee furnishes proof of $154 a week wage. In any event, the 
minimum comp rate has been changed to equal the employee's actual 
spendable weekly wages, or if the spendable weekly wages are 
greater than $154, and 80 percent of that figure is less than 
$154, the compensation rate shall be $154.

—  Overpayments will be deducted from unpaid compensation 
"in the manner the Board determines." This would indicate that 
in each situation, if the parti.es cannot agree, then they must
go to the Board to determine how to recover the overpayment. The 
20 percent deduction, now in effect, would seem to be the 
appropriate method to accomplish this.
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—  For injured employaes who reside out of the state 
of Alaska, their compensation rate shall be determined by 
multiplying the ratio of the cost of living in that state divided 
by the cost of living in Alaska. In theory, if the cost of 
living in the state where ^ h e  injured employee resides is greater 
than Alaska, his comp rate^'could be increased.

—  In any event, the minimum comp rates will apply.

Section 180.

—  The definition of permanent total disability has not 
changed. However, in making the determination of whether the 
employee is permanently and totally disabled, the labor market to 
be considered is the area of residence, area of last employment, 
and the state. This would appear to mean that the first labor 
market considered is where the employee is currently residing, be 
it in Alaska or out of Alaska. The second area to be considered, 
in that priority, is the area of last employment, and the third
is the state of Alaska. There arc no provisions to state at
what point you can change priorities, and therefore, it must be 
assumed that it would be based upon the reasonable probabilities 
of obtaining employment in each separate area.

—  Inherent in this provision is the concept that you can
force an employee to move to accept employment or terminate his 
PTD benefits. It is unclear to me as to what this particular 
provision in this section and other sections is intending
to accomplish. It should be defined in more definite 
terms. Failure to meet the wage goals as established in the 
rehabilitation provisions, that the employee have the skills that 
would allow him to earn wages that equate to at least 60 percent 
of h|is wages at the time of the injury (reduced proportionately 
if he is residing outside the state of Alaska) does not in and of 
itself constitute permanent total disability.

—  I am concerned that the establishment of the priorities 
for the labor market in this and other sections will be 
interpreted by the board and/or the courts to mean that you must 
rehabilitate the employee so that he has skills that would allow 
him to return to work in his area of residence. If that cannot 
be accomplished, and the employee is not willing to return to 
his area of last employment or to relocate to another portion
cf Alaska or the state where he currently resides, that he will 
be found to be unemployable. Again, the provisions listing 
the labor market throughout this proposed legislation should be 
explained in more detail.

S e c t i o n  1 8 5 .
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—  TTD is to be paid based on 80 percent of the employee's 
spendable weekly wages for a maximum of two years, "regardless 
of the continuance of the disability." In addition, TTD benefits 
will not be paid after the employee is determined to be medically 
stable. At that point, PPD benefits kick in.

Section 190.

—  The concept of permanent partial disability has been 
completely revised, and it is entirely based upon a schedule with 
a presumed loss of wage earning capacity. In some cases, this 
will greatly increase the amount of benefits one person will 
receive without the need for such benefits, and greatly reduce 
the amount of benefits that another would receive when he is
in dire need of such benefits. A journeyman carpenter and an 
attorney will receive the exact same amount of money for the loss 
of an arm, where it would have little impact on the attorney's 
ability to return to his prior employment, while precluding 
the carpenter from doing so. I have always favored the idea of 
permanent partial disability benefits being paid based upon the 
actual loss of wage earning capacity suffered by the injured 
employee. The use of a schedule will reduce the amount 
of dispute and litigation stemming from permanent partial 
disability, but it will result in some inequity in the system, 
and in some cases, a severe inequity.

—  PPD is based upon a total payment of $240,000, to be 
multiplied by the "percentage of net permanent impairment of the 
whole person." The payment is to be made in a lump sum and will 
not be discounted for present value.

—  Net permanent impairment is determined by multiplying the 
actual degree of permanent impairment as determined by the AMA 
Guide times the adjustment factor listed in the statute. A 
person with a 5 percent disability of the whole person would 
receive no permanent partial disability benefits. The factor 
increases with each 5 percent of impairment by .2. Thus, an 
employee with a 6 percent impairment rating for the whole man 
would receive 1.2 percent of $240,000, or $2,880. A  person 
with an impairment of 30 percent would receive $57,600. For any 
impairment in excess of 30 percent, the employee would receive 
that percentage times $240,000. Thus, an individual with a 31 
percent disability rating would receive $74,400.

—  The AMA Guides will be used to determine the impairment 
rating and the impairment rating is not to be rounded off to the 
nearest 5 percent. The board may adopt a supplemental schedule 
for injuries that cannot be rated by these guidelines.

—  The minimum payment for a permanent impairment is $250.
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—  The percentage of impairment as determined under this 
section will be reduced by the percentage of permanent impairment 
that existed before this compensable injury. However, this 
reduction of an impairment rating v/ill not preclude finding the 
employee to be permanently and t o t a l l y  disabled.

Section 200.

—  For temporary partial disability benefits, payments 
v/ill be made based upon 80 percent o f  the difference between 
the employee's spendable weekly w a g e s  before the injury and the 
wage-earning capacity of the employee after the injury, for a 
period of not more than five years. This should be changed so 
that you are comparing the employee's actual weekly wages before 
the injury to the wage-earning capacity after the injury, as has 
been done in other sections.

—  ■ TPD benefits are not to be p a i d  after the employee has 
reached medical stability.

—  There is a contradiction in t h i s  statute where the 
proposed language says that TPD benefits will not be paid 
for more than two years regardless of the continuance of the 
disability. This is inconsistent v/ith the five year period 
stated above.

—  The wage earning capacity is t o  be determined by the 
actual spendable wage if that figure fairly and reasonably 
represents the wage earning capacity of the employee. The 
b o a r d  may use other factors if it d o e s  not fairly and reasonably 
represent the wage earning capacity o f  the employee. This is 
likely to cause some dispute, and it would seem, as noted above, 
that the actual wages before the injury should be compared to the 
actual v/ages after the injury.

Section 220.

—  The spendable weekly wage at t h e  time of injury is 
the basis for computing compensation. This would equal the 
gross v/eekly earnings minus payroll t a x  deductions. Gross weekly 
earnings are computed by dividing the gross earnings in the two 
prior calendar years by 100.

—  If the employee has no earnings during the two calendar 
years or was voluntarily absent from the labor market for
18 months or more of the two calendar years, the board shall 
determine the gross weekly earnings b y  considering the nature of 
the employee's work and work history, but the compensation may 
not exceed the employee's earnings at the time of injury. This 
does not mean that the gross weekly earnings cannot exceed it, 
it means that the compensation rate cannot exceed it. Therefore,
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in cases of a declining economy, it w o u l d  not be unusual for 
an employee to have a compensation rate that equals his actual 
earnings at the time of injury.

Section 225.

—  I f  employer contributions to a pension or profit plan 
have b e e n  included in determining the gross earning and the 
employee is receiving pension or profit sharing payments, 
benefits are reduced by the amount so p a i d  or p a y a b l e . The 
amount o f  this reduction may not exceed the increase in 
compensation benefits caused by the inclusion of these 
contrib u t i o n s .

Section 247.

—  T h e  employer cannot discriminate against a person who 
has fi l e d  a claim for workers' compensation. This is not to 
be c o n strued as prohibition for an employer to require the 
completion of a preemployment questionnaire or application 
regarding the prospective employee's h e a l t h  or disability 
history, so long as this document is m e a n t  to either document 
written notice for the Second Injury F u n d  or to determine whether 
the e m p loyee is physically capable of doing the job. This 
statute should go further and allow employers to require 
prospective employees to fill out such a form. Many employees 
are r e f using to fill out questionnaires.

Section 265(15).

—  T h e  definition of gross earnings has been revised to 
include t h e  total amount of contributions made by an employer 
to a p e n s i o n  or profit sharing plan d u r i n g  the two plan years 
preceding the injury, multiplied by the percentage of the 
employee's vested interest in the plan at the time of injury.

Section 265(17).

—  Inju r y  does not include mental stress unless it is 
established that the work stress was extraordinary and unusual 
and the w o r k  stress was a predominent cause of the mental injury. 
The amount of work stress shall be m e a sured by the actual events 
rather t h a n  the misperceptions of the employee. Mental injury 
does not arise out of the course and scope of employment if 
it results from a disciplinary action, w o r k  evaluation, job 
transfer, lay off, demotion, termination or similar action taken 
in good faith by the employer.
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Section 265(34) .

— Medical stability means that point at which further 
objectively measurable improvement is not reasonably expected 
to be achieved from additional medical care or treatment, 
notwithstanding the possible need for additional care tor the 
possibility of improvement or deterioration resulting from the 
passage of time. Medical stability shall be presumed in the 
absence of objectively measurable improvement for a period of 
45 days. This presumption can be overcome only by clear and 
convincing evidence.
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Section 23.30.220. Determination of Spendable Weekly 
Wage, (a) The spendable weekly wage of an injured 
employee at the time of an injury is the basis for 
computing compensation. It is the employee's gross 
weekly earnings minus payroll tax deductions. It is 
the intent of the legislature that the gross weekly 
earnings be computed as closely as possible to reflect 
the actual wages the employee was earning at the time 
of his injury. The gross weekly earnings shall be 
calculated as follows:

(1) If the employee has worked for the employer for 
a period of time in excess of forty weeks, the gross 
weekly earnings will be computed by dividing the total 
wages and/or commissions earned and dividing by forty. 
In the absence of clear and convincing evidence to the 
contrary, this shall be the employee's gross weekly 
earnings.

(2) The gross weekly earnings will include 
wages received for overtime hours. If the employee 
is working overtime hours on an irregular basis, an 
average of such overtime hours and the corresponding 
wages will be used to determine his gross weekly 
earnings. This average will be computed by determining 
the number of overtime hours per week worked in the 
twenty weeks immediately preceding the injury. If the 
employee has not worked for that employer for twenty 
weeks, then the number of overtime hours will be 
determined by first the number of overtime hours worked 
by the person that the employee replaced, or secondly, 
the number of overtime hours worked by employees of the 
same employer in the same job function.

(3) If the employee receives commission based on 
sales achieved or the amount of work performed, such 
commissions will be included in the determination
of his gross weekly earnings. The average of such 
commissions will be computed by determining the number 
of commissions received in the twenty weeks immediately 
preceding the injury, or if the employee has not worked 
for that employer for twenty weeks, by determining the 
reasonable amount of such commissions to be earned by 
the employee over a twenty week period and dividing by 
twenty weeks.

(4) If the employee is being paid based upon a 
monthly salary, regardless of whether payments are made 
on a weekly, bimonthly or other basis, the gross weekly 
earnings shall be the monthly salary divided by 4.3.



(5) If an employee when injured is a minor, an 
apprentice, or a trainee, as determined by the Board, 
whose wages absent such injury would automatically 
increase during the period of disability, the projected 
increase will be included in computing the gross 
weekly earnings of the employee. This increase will be 
limited so that the compensation rate of the employee 
will not exceed his actual spendable weekly wage at the 
time of the injury.

(6) If the employee is injured while performing 
duties as a voluntary ambulance attendant, policeman 
or fireman, the gross weekly earnings for calculating 
compensation shall be the minimum gross weekly earnings 
paid a full time ambulance attendant, policeman or 
fireman employed in the political subdivision where the 
injury occurred, or if the political subdivision has no 
full time ambulance attendants, policemen or fia. ^n, 
at a reasonable figure previously set by the political 
subdivision to make this determination, but in no
case may the gross weekly earnings for calculating 
compensation be less than the minimum wages computed on 
the basis of forty hours per week.

(7) Gross v/eekly earnings v/ill include the amount of 
contribution made by an employer to a qualified pension 
or profit sharing plan, to be computed on a v/eekly 
basis. The gross weekly earnings v/ill be increased
by the amount of such contribution on a v/eekly basis, 
multiplied by the percentage of the employee's vested 
interest in the plan at the time of injury.

(b) The Commissioner shall annually prepare formulas 
that shall be used to calculate an employee's spendable 
weekly wage on the basis of gross weekly earnings, 
number of dependants, marital status, and payroll tax 
deductions.

2. Section 23.30.225 is amended by adding a new sub­
section to read:

(c) If employer contributions to a qualified pension 
or profit sharing plan have been included in the 
determination of gross earnings and the employee is 
receiving pension or profit sharing payments, v/eekly 
compensation benefits payable under this chapter shall 
be reduced by the amount paid or payable to the injured 
worker under the plan for any week or weeks during 
which compensation benefits are also payable. The 
amount of the reduction may not in any week exceed 
the increase in v/eekly compensation benefits brought



about by the inclusion of employer contributions to 
a qualified pension or profit sharing plan in the 
determination of gross earnings.



S I T K A  F A M I L Y  H E A L T H  C L I N I C
INTERNAL MEDICINE/DIAGNOSTICS 

J. PAUL  LU NA S .  M.C.. P C.
5 1 4  L A K E  S T . .  S U I T E  12 • P O  B O X  5 8  

S I T K A .  A L A S K A  9 9 8 3 5

T E L E P H O N E :  1 9 0 7 )  7 4 7 - 3 4 3 3

April 12, 1988

John Sund

State of Alas!a

House Judiciary Committee

P.O. Box V

Juneau, AK 99811

Dear Representative Sund;

I am writing you regarding the newly proposed w o r k e r s’ compensation bill 

(H.B. 352/S.B. 322). I find there are a lot of difficulties with this as well 

as the present cystem that we are under. One of the provisions is to limit the 

number of visits for the first two months to 20 unless a treatment plan is pro­

vided. In most cases this is no problem because the number of visits in a two 

month period is usually substantially less than this. However, if the patient 

is hospitalized, this number of visits will be exceeded and I would think that 

a summary or hospitalization should be sufficient to supply information about 

what is going on. I think that the provision that has to do with forcing the 

worker to see the employers' doctor if requested every 2 months does constitute 

a way of harassing the patient.

The proposed bill would allow the patient to change physicians once. Un­

fortunately even now I have seen insurance companies use this to the patient's 

detriment. For example if I send the patient down to Seattle to have some type 

of orthopedic surgery done the patient should be continuing care in Sitka with 

me for follow up treatment. However at least two insurance companies have tried 

to consider surgeons either in Seattle or someplace outside of Sitka such as 

Ketchikan as the only treating physician so that the patient had no recourse for 

follow up treatment of their problem in Sitka. This situation I'm sure is com­

mon everywhere in Alaska outside of major towns which have orthopedic surgeons. 

Under the proposed revision of the law this could become an even more difficult 
problem.

I am also very negative about the practice of sending the patient down to 

the lower 48 for an exam by a biased group picked by the insurance company to 

basically give the answer that the insurance company wants. For example I re­

cently had a patient who had been hired in a job. At the time she was hired she 

was free of back pain. Her job consisted of very frequent lifting. In the 

coarse of lifting she developed a back pain. No pre-employment back films were 

taken before this patient was hired and the back pain which had never been pre­

sent before developed during the coarse of lifting at work. She was sent South 

by the insurance company to an evaluation group who in their wisdom determined 

that the patient had osteoarthritis and supposedly that was the reason for her 

back pain not the lifting which she was doing on the job. I would consider this 

and many other determinations basically cheating the patient out of medical care 
and other benefits which they were due.



If you really want to save money in workers' compensation insurance 

there are two areas of improvement. I know of one place that seems to con­

sistently hire people for heavy lifting without regard to the type of bone 

and muscle build that the person has. People hired for this type of lifting 

should have heavy bones ar.d good musculature. No such selection is done and 

so as far as I know no pre-employment back films are taken. I think that it 

is important for companies to hire a person who is physically able to do the 

w o r k  if it involves heavy physical exertion of any sort.

The other problem that I see is that often workers will be injured re­

peatedly and a piece of equipment which is responsible for these injuries 

will not be fixed until two or three people have already had accidents. I 

think that companies that do this should be penalized and their insurance 
rates raised.

Yours truly,

1 *■ * .'v **"■ m\ - - '
J. Paul Lunas, M.D.

JPL/ty

cc: Judiciary Committee Members

Finance Committee Members



FROM: Larry Smith, Fritz Creek, 99603, (9W-24-5';-7199, 7879

I am not associated in anyway with a labor organization, employer, or 

any business that profits from compensation. I am the Director of the 

Carpenter's Co-Op, a local group. I serve on the Bradley Lake 

Steering Committee established by the City of Homer and funded by the 

Alaska Power Authority to advise on socio-economic impacts of the 

project. Years ago, I served on the State Council of Carpenter's 

Safety Compensation Committee and as Chairman of the Anchorage Central 

Labor Council Industrial Safety Committee. Until his retirement in 

1976, I worked with Pete Lannen, Executive Secretary/Treasurer of the 

State Council. Pete represented 32 workers before the Board, all of 

them successfully. It is no wonder that the industry caused a bill to 

be introduced forbidding representation except by attorneys. As Pete 

was the only non-attorney representing workers in those years this 

bill was called the Lannen Exclusion Act. What struck us was that 

these cases were only a small portion of many valid claims that had 

been rejected wrongfully, and we concluded, deliberately. I know of 

one questionable claim that was not only accepted, but over-paid, 

within days of filing. A claim by the president of a construction 

union local, who, ever after, could be heard advising rejected 

claimants that there was not point in pressing their claims against a



system that chose to err on the side of generosity. Some of these 

took Pete's advice instead and had their claims validated by the 

Board. Not one of the 32 decisions was appealed. Our impression was 

tha valid claims were routinely rejected to take advantage of the good 

and trusting nature of people unlikely to argue with a determination.

I have been a little dismayed to hear no echo from the institutional 

memory of the alternative which has most appealed to me since 

territorial days: the establishment of an exclusive state fund for 

workers' compensation. The experience of Alaska and other states 

where simple regulation of private insurance carriers is the method of 

choice, is grossly inferior to that of states and provinces with 

exclusive or partial state funds if the criteria are; the percentage 

of premiums that go to benefits, cost of program, and prompt and full 

treatment and rehabilitation of insured workers.

It may be reasonable to offer the benefits of a state fund with the 

option of pooling or self-insurance. We can predict the anguished 

whining of those who will call this unfair government competition. 

Hopefully, these pitiful laments will not emanate from the same 

sources appealing for state tax breaks and bail outs. I would a lot 

rather see the state administer a comprehensive not-for-profit health, 

welfare, workers' compensation and pension system then get us into 

competition with the private sector by gifts to extractive industries 

or their front companies.



It may be that, from time to time, a private insurance pool like the 

Alaska Timber Trust could compete with a state fund. Some pools for 

fishing vessels are pretty amazing; enclosed are the accountant's 

review and financial statements for the United Marine Fund.

Membership requires the endorsement of three present members. The 

vessel owner who supplied the report paid 2/3 of the lowest non-pool 

alternative for identical coverage in 1987. His dividend from the 

pool amounted to 85% of premium. His net expense was 1/9 of the 

alternative. This fisherman has belonged to the pool since 1985. He 

anticipates a dividend in excess of premium by 1990. Past experience 

has been the pool paying fishermen to belong to it after five years of 

membership.

It is time to renew and make functional te social contract for 

workers' compensation. The parties to the contract have let us drift 

seriously off course in Alaska. The state has never made a decent 

effort to enforce the occupational safety code -- using standard 

methods of reporting compare our rate of death and serious injury with 

other states. The last time I read a National Safety Council report 

our rate for construction was 2 1/2 times the national average and 1 

1/2 times the second worse state, Montana. Organized labor and 

business associations have failed to conduct meaningful safety 

programs. Safety complaints by unions are more frequently a tool used 

in unrelated disputes, while serious safety problems go untended. In



30 years at the carpentry trade I have rarely seen construction 

projects without serious, multiple code viol, tions. There is good 

enforcement of the hard hat and notice posting regulations, but 

improperly maintained and operated heavy equipment, unshored ditches, 

defective scaffolding, and operating too close to powerlines is the 

rule. It is no accident when these gross violations produce injury 

and death; it is an accident that more people aren't hurt. Under the 

present system the insurance/medical/legal industry has no motive to 

reduce costs. It is hard to conceive incentives that would make the 

industry less immoral. Attempting to achieve the results by 

regulation is an enormously expensive and problematic undertaking 

given ability and willingness to litigate.

At the base of this pyramid of profit is the worker and his 

willingness to risk injury to make a living. It is profoundly correct 

for breadwinners to make sacrifices for their families. The 

exploitation of that instinct is a pervasive evil in the workplace. 

Made worse when work is scarce. In this boom and bust society we have 

trained our labor force to choose between risk and unemployment. It 

will take years of sustained effort to reverse the situation. To 

begin requires generous incentives and draconian penalties: a choice

between cash bonuses or criminal sanctions. Making it worth the 

employers while to send a new and opposite message to employees: 

safety violations will cost you your job. To enforce regulations, 

effectively, requires something we have never come close to in Alaska:



a well-trained, well-organized, well-paid Division of Occupational 

Safety led by professional, not political, appointees. Code violators 

should pay the full cost of the enforcement effort related toa n 

offense. Short of making agents, lawyers, doctors take the pace of 

injured workers I don't know how to engage their interests in reducing 

the cost of patching up the job-wounded. It is surely time to reduce 

profits taken at the expense of too many injured breadwinners. An 

Alaska fund could accmplish this.

I have enclosed a chapter from the book USEFUL TOIL, edited by John 

Burnett, Penguin Books, 1984. On pages 286 and 287 is an account of 

carbon monoxide poisoning on the job that could have easily occurred 

in 1988 as in 1820. These days the most common temporary heat source 

for construction projects, hangar and shop heating and the like is a 

diesel burning unit that looks somewhat like a jet engine. In 

violation of the code these are commonly used unvented. In the 

construction of the new Homer High School 4 workers were hospitalized 

after sharing a confined space with a heater in place to warm a 

concrete pour. So poorly is our code enforced that forbidden hardware 

is readily fund for sale in Alaska's hardware stores. Stilts for 

drywall installation and scaffold lifts and brackets are examples.

The grade of lumber required fro scaffold planks is almost impposible 

to come by in our lumber yards. All to the point that the code may be
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A n c h o r a g e ,  A l a s k a
A p r i l  1 3 ,  1 9 8 8

To: Judiciary Committee
State of Alaska House of Representatives

Subject: SB 322

My name is Robert P. Clark, Jr. I am * member of Local 367 
of the Plumbers and Steamfitters Union.

It is my opinion that the Insurance Industry im Alaska has 
mislead the joint labor and management legislative task 
force and the legislature by arbitrarily increasing insurance 
premiums on workman's compensation. I am convinced of this 
after learning of the major lawsuit by several state govern­
ments against several insurance companies for excess profit­
eering.

Admittedly the current Alaska Workers' Compensation Act needs 
some up-dating, however with proper enforcement of the Act 
we would have a better situation than if SB 322 were passed 
into law.

It is my recommendation that an independent audit be made of 
the insurance industry in Alaska and the results be made 
public before we decide to cut the benefits of the Alaskan 
worker in these inflationary times.

It is my hope that the judiciary committee and the House of 
Representatives will defeat SB 322 and delay amending the 
current law for a minimum of one year. Meanwhile obtaining 
more accurate information from insurance companies and more 
public input from injured and disabled workers. All of 
which should cremce a more livable atmosphere for employer 
and employee.

Thank you.

Robert P. Clark, Jr



N A R P  P S  APR 2 1 fogg
National Association of Rehabilitation Professionals in the Private Sector

A p r i l  1 9 ,  1 9 8 8

ALASKA
CHAPTER

H o u s e  J u d i c i a r y  C o m m i t t e e  
R e p r e s e n t a t i v e  J o h n  S u n d ,  C h a i r m a n

R e p r e s e n t a t i v e  M i k e  N a v a r r e  
R e p r e s e n t a t i v e  R a m o n a  B a r n e s

R e p r e s e n t a t i v e  Max  F .  G r u e n b e r g ,  J r .  R e p r e s e n t a t i v e  S a m C o t t e n  
R e p r e s e n t a t i v e  R o b i n  T a y l o r  
R e p r e s e n t a t i v e  F r a n  U l m e r ,  V i c e  C h a i r m a n

I a d d r e s s e d  t h e  H o u s e  J u d i c i a r y  C o m m i t t e e  d u r i n g  t h e  p u b l i c  h e a r i n g  
o n  A p r i l  13 ,  1 9 8 8 ,  a n d  I l e a r n e d  a f t e r  my  t e s t i m o n y  t h a t  n e a r l y  a l l
o f  t h e  C o m m i t t e e  M e m b e r s  h a d  l e f t  t h e  r o o m  p r i o r  t o  my  t e s t i m o n y .  
K n o w i n g  n o w ,  t h a t  t h e  C o m m i t t e e  d i d  n o t  h e a r  my  c o m m e n t s ,  I am 
s u b m i t t i n g  a w r i t t e n  v e r s i o n  o f  my  t e s t i m o n y  a n d  I c e r t a i n l y  h o p e  
t h a t  y o u  w i l l  t a k e  t h e  t i m e  t o  r e a d  t h i s .

My c o m m e n t s  a r e  m a d e  i n  :>e a l f  o f  t h e  A l a s k a  C h a p t e r  o f  t h e  N a t i o n a l  
A s s o c i a t i o n  o f  R e h a b i l i  •• •'n D '  o f e s s i o n a I s i n  t h e  P r i v a t e  S e c t o r .
O u r  A s s o c i a t i o n  M e m b e r s  . - . s i s t  o f  N u r s e s ,  J o b  P l a c e m e n t  C o u n s e l o r s ,  
T h e r a p i s t s ,  a n d  V o c a t i o n . - . ,  r e h a b i l i t a t i o n  C o u n s e l o r s ,  w h o  w o r k  i n 
t h e  p r i v a t e  s e c t o r .  A s  s u  , we  h a v e  w o r k e d  t o  a l a r g e  e x t e n t  
w i t h i n  t h e  W o r k e r s ’ C o m p e n s a t i o n  s y s t e m  a s  s e r v i c e  p r o v i d e r s  a n d  we  
h a v e  an  o b v i o u s  i n t e r e s t  i n  t h e  s t r u c t u r i n g  o f  t h e  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 r o v i s i o n s  w i t h i n  t h a t  s y s t e m .  We h a v e  e n c o u r a g e o  
o u r  m e m b e r s h i p  t o  b e  i n d i v i d u a l l y  a c t i v e  i n  e x p r e s s i n g  c o n c e r n s  a n d  
p r o v i d i n g  i n p u t  a n d  m a n y  o f  o u r  m e m b e r s  h a v e  d o n e  s o .  A d d i t i o n a l l y ,  
we  h a v e  a t t e m p t e d  t o  p o l l  o u r  m e m b e r s h i p  i n  o r d e r  t o  d e f i n e  a r e a s  o f  
c o m m o n  c o n c e r n .  We  f i n d  a d i v e r s i t y  o f  o p i n i o n  a m o n g  o u r  m e m b e r s h i p  
i n  m a n y  a r e a s  i n  r e g a r d  t o  t h e  W o r k e r s '  C o m p e n s a t i o n  B i l l ,  a l t h o u g h  
t h e r e  h a v e  b e e n  c e r t a i n  a r e a s  t h a t  h a v e  b e e n  a d d r e s s e d  b y  a 
c o n s e n s u s  o f  o u r  m e m b e r s .  We  p r e s e n t e d  t e s t i m o n y  t o  t h e  S e n a t e  a n d  
H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e s  o n  F e b r u a r y  1 2 ,  1 9 8 8 ,
s u m m a r i z i n g  t h o s e  f i n d i n g s .  I w i l l  b r i e f l y  r e i t e r a t e  t h o s e

(
R E :  W O R K E R S ’ C O M P E N S A T I O N  R E F O R M  L E G I S L A T I O N  ( S B  3 2 2 )

/

D e a r  R e p r e s e n t a t i v e :

c o m m e  n t s .

T h e  m o s t  c o m m o n l y  s t a t e d  a r e a  o f  c o n c e r n  f o c u s e s  o n  t h e  i n i t i a l  
s t a g e s  o f  t h e  r e h a b i l i t a t i o n  p r o c e s s .  T h e  B i l l  r e q u i r e s  an  i n j u r e d



W o r k e r s '  C o m p e n s a t i o n  R e f o r m  L e g i s l a t i o n P a g e  T w o

w o r k e r  t o  s u b m i t  a r e q u e s t  f o r  e v a l u a t i o n  i n  w r i t i n g  w i t h i n  90 d a y s  
o f  t h e  d a t o  o f  i n j u r y .  R e h a b i l i t a t i o n  p r o f e s s i o n a l s  a r e  h i g h l y  
s k e p t i c a l  o f  t h e  p r a c t i c a l i t y  o f  t h i s .  I n j u r e d  w o r k e r s  a r e  
t y p i c a l l y  n o t  r e a d y  o r  p s y c h o l o g i c a l l y  p r e p a r e d  t o  f a c e  t h e  
p o s s i b i l i t y  o f  n e e d i n g  v o c a t i o n a l  r e h a b i l i t a t i o n  u n t i l  s e v e r a l  
m o n t h s  p o s t - i n j u r y .  A l s o ,  i n j u r e d  w o r k e r s  a r e  t y p i c a l l y  n o t  w e l l  
v e r s e d  i n  p r o c e d u r a l  m a t t e r s  a n d  a r e  d e p e n d e n t  u p o n  i n f o r m a t i o n  
s u p p l i e d  t o  t h e m  b y  a d j u s t e r s ,  s t a t e  a g e n c i e s ,  e m p l o y e r s ,  o r  
w h o m e v e r .  E v e n  w h e n  i n f o r m a t i o n  i s  p r o v i d e d ,  c o n f u s i o n  c a n  b e  
e x p e c t e d  a s  a r e s u l t  o f  t h e  i n j u r e d  w o r k e r s  e n t e r i n g  i n t o  a s y s t e m  
t h a t  s e e m  i n t i m i d a t i n g .  I n  s h o r t ,  we  p r e d i c t  a g r e a t  d e a l  o f  
d i f f i c u l t y  i n  t h e  e a r l y  s t a g e s  a s  a r e s u l t  o f  t h e  p r o p o s e d  s y s t e m .  
R e h a b i l i t a t i o n  p r o v i d e r s  f e e l  t h a t  t h e  i n j u r e d  w o r k e r  s h o u l d  h a v e  
t h e  c h o i c e  o f  w h e t h e r  o r  n o t  t o  p a r t i c i p a t e  i n  v o c a t i o n a l  
r e h a b i l i t a t i o n  s e r v i c e s ,  b u t  t h a t  a n  i n i t i a l  e v a l u a t i o n  s h o u l d  b e  
m a n d a t o r y  a t  90  d a y s  p o s t - i n j u r y  i f  i t  h a s  n o t  b e e n  d o n e  e a r l i e r .  
B e y o n d  t h a t  p o i n t ,  a t  w h i c h  t i m e  t h e  w o r k e r  w i l l  b e  m o r e  w e l l  
i n f o r m e d  o f  t h e  b e n e f i t  f o r  r e h a b i l i t a  , o n ,  t h e  w o r k e r  s h o u l d  be  
a l l o w e d  t h e  c n o i c e  o f  c o n t i n u i n g  w i t h  r e h a b i l i t a t i o n  o r  n o t .

T h e  e l i g i b i l i t y  c r i t e r i a  d e s c r i b e d  i n  S e c t i o n  10 C e )  h a s  a l s o  c a u s e d  
c o n c e r n  a m o n g  o u r  m e m b e r s h i p .  A c c o r d i n g  t o  t h i s  s u b s e c t i o n ,  t h e  
p h y s i c a l  d e m a n d s  r e p r e s e n t a t i v e  o f  t h e  e m p l o y e e ’ s j o b  a t  t h e  t i m e  o f  
i n j u r y  w i l l  b e  e x t r a c t e d  f r o m  t h e  S e l e c t e d  C h a r a c t e r i s t i c s  o f  
O c c u p a t i o n s  D e f i n e d  i n  t h e  D i c t i o n a r y  o f  O c c u p a t i o n a l  T i t l e s  f o r  t h e  
e m p l o y e e ' s  j o b  a t  t h e  t i m e  o f  i n j u r y  a n d  a n y  j o b s  h e l d  w i t h i n  t h e  
l a s t  t e n  y e a r s .  T h i s  b e c o m e s  a t h e o r e t i c a l  a s s e s s m e n t  n o t  r e q u i r i n g  
o n - s i t e  j o b  a n a l y s i s  o f  t h e  s p e c i f i c  j o b  o f  i n j u r y  a n d  w o u l d  n o t  
t a k e  i n t o  a c c o u n t  a n y  u n i q u e  c i r c u m s t a n c e s  r e l e v a n t  t o  t h a t  
p a r t i c u l a r  j o b .  T h e  s t i p u l a t i o n  t h a t  a l l  j o b s  h e l d  w i t h i n  t h e  l a s t  
t e n  y e a r s  b e  c o n s i d e r e d  s e e m s  a r b i t r a r y .  I n  t h e  p r a c t i c e  o f  
v o c a t i o n a l  r e h a b i l i t a t i o n  a s  i t  i s  g e n e r a l l y  a p p l i e d  i n  t h e  W o r k e r s '  
C o m p e n s a t i o n  a r e n a ,  e m p l o y a b i l i t y  i s  b a s e d  u p o n  a n  e v a l u a t i o n  o f  t h e  
" w h o l e  p e r s o n "  w h i c h  t a k e s  i n t o  a c c o u n t  n o t  o n l y  t r a n s f e r a b l e  w o r k  
s k i l l s ,  h ii t a I r> n c  n n n i rt e r -s—s-u o -h—f_a_c t o r s a s  o t h e r  n o n  i n j u r y  r e l a t e d  
me d  i c a l ^ o r r ^ p s y c h o  I o g  i c a  I f a c t o r s ;  s o c T i r t - ; —p e r s o n a l ,  aTncI fa m i-L .y , 
v a r  i x m e s ;  a n d  l a b o r  m a r k e t  c o n s i d e r a t i o n s .  T h e "  c o n c e r n  o f  o u r  
me m b e r s h i p  i s  t h a t  t h e  e l i g i b i l i t y  c r i t e r i a  c u r r e n t l y  l i s t e d  i n  t h e  
B i l l  a r e  b a s e d  u p o n  t h e o r e t i c a l  a n a l y s i s  a n d  ma y  n o t  r e p r e s e n t  an  
a c t u a l  a n d  v a l i d  e v a l u a t i o n  o f  t h e  w o r k e r ’ s e m p l o y a b i l i t y .  O u r  
r e c o m m e n d a t i o n  i s  t h a t  t h e  a b i l i t y  t o  r e t u r n  t o  p r e v i o u s  e m p l o y m e n t  
b e  e v a l u a t e d  a c c o r d i n g  t o  a c t u a l  o n - s i t e  j o b  a n a l y s i s  o f  t h a t  
s p e c i f i c  j o b .  A s e c o n d  c r i t e r i a  f o r  e l i g i b i l i t y  s h o u l d  a 
d e t e r m i n a t i o n  o f  w h e t h e r  o r  n o t  t h e  i n j u r e d  w o r k e r  i s  l i k e l y  t o  
b e n e f i t  f r o m  a R e h a b i l i t a t i o n  S e r v i c e s  P l a n ,  t a k i n g  i n t o  x
c  o rhs- Ml e r a t i o n a l l  o f  t h o s a  f a c t o r s  p r e v i o u s l y  i n d i c a t e d .
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R e h a b i l i t a t i o n  p r o v i d e r s  a r e  p a r t i c u l a r l y  s e n s i t i v e  t o  t h e  n e e d  f o r  
r e g u l a t o r y  g u i d e l i n e s  p u r s u a n t  t o  a n y  s t a t u t o r y  l a n g u a g e .  We 
s t r o n g l y  f e e l  t h a t  t h e  e x i s t i n g  p r o b l e m s  w i t h  r e h a b i l i t a t i o n  r e s u l t  
f r o m  t h e  l a c k  o f  c l a r i t y  o f  e x i s t i n g  s t a t u t o r y  l a n g u a g e .  T h i s  
l e a v e s  t h e  s y s t e m  o p e n  f o r  v a r i o u s  i n t e r p r e t a t i o n  a n d  i s  a b r e e d i n g  
g r o u n d  f o r  d i s p u t e  a n d  l i t i g a t i o n .  W h a t e v e r  f o r m  t h e  r e h a b i l i t a t i o n  
p r o v i s i o n s  t a k e ,  we  e m p h a s i z e  t h e  n e e d  f o r  v e r y  c l e a r l y  s t a t e d  a n d  
p r e c i s e  p a r a m e t e r s  d e f i n i n g  t h e  l i m i t s  o f  r e h a b i l i t a t i o n .  O u r  
m e m b e r s h i p  g e n e r a l l y  a g r e e s  t h a t  t h e  p r o p o s e d  b i l l  d o e s  a b e t t e r  j o b  
n f  t h i s  t h a n  t h e  c u r r e n t  o n e ,  b u t  we  a l s o  f e e l  c o m p e l l e d  t o  
e m p h a s i z e  t h e  n e e d  t o  e x p e d i t i o u s l y  p r o m u l g a t e  c l e a r  a n d  p r e c i s e  
r e g u l a t i o n s  p u r s u a n t  t o  a n y  b i l l  p a s s e d .  We  a l s o  w a n t  t o  e m p h a s i z e  
t h e  n e e d  f o r  o n g o i n g  r e v i e w  a n d  e v a l u a t i o n  o f  p r o c e d u r e s  a n d  
p r o c e s s e s  w i t h i n  t h e  W o r k e r s ’ C o m p e n s a t i o n  s y s t e m  a n d  we  w o u l d  h o p e  
t h a t  t h o s e  p e o p l e  i n v o l v e d  i n  t h e  p r o v i s i o n  o f  t h e s e  s e r v i c e s  b e c o m e  
an  i n t e g r a l  p a r t  o f  t h a t  r e v i e w  p r o c e s s .

S i n c e r e I / ,

D e n n Q s  J .  J o h n s o n ,  M . E d . ,  C . R . C . ,  C . I . R . S .  
P r e s i d-e n t , A l a s k a  N A R P P S
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April 20, 1988

Representative John Sund
Chairman of the House Judiciary Committee
Alaska State Legislature
P.O. Box V (MS 3100)
Juneau, Alaska 99811

Dear John:

As you know, for many years I have represented insurance 
companies in various capacities, including the defense of 
workers' compensation claims. It is perspective gained from 
that experience that causes me to write. I want to emphasize 
that this letter is not written on behalf of any client and is 
intended solely as comment by an interested citizen.

I understand that the current version of the proposed 
workers' compensation legislation contains a provision for a 
mandatory rate rollback. As of this date, I understand that a 
6% rollback is in the bill and there is talk of increasing the 
number to 10%. It is my belief that adoption of such a 
provision is shortsided and the result is anti-consumer in 
nature. Adoption of such provision will surely result in a 
withdrawal of many carriers from the Alaska insurance market. 
While some carriers will remain in the business, competition 
will unquestionably be reduced. At the conclusion of any 
mandatory rate reduction, new rates will be adopted which 
reflect the realities of the marketplace and that will be a 
r. " rketplace that has fewer competitors.

The Division of Insurance is charged with the 
respo- ,>'.bility for reviewing proposed rates and determining if 
proposed rates are justifiable. That mechanism should be 
sufficient to insure that insurance companies are not allowed 
an unfair rate of return. If it is not, the Division's 
practices and procedures should be reviewed. I cannot 
understand why the legislature would consider going beyond that
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regulatory process in a fashion which would almost certainly 
decrease competition.

A reduction of competition in the insurance markets could 
have sweeping ramifications. It is my belief that stiff 
competition among workers' compensation insurance carriers in a 
fairly regulated market results in better claims handling and 
encourages carriers to offer more attractive total insurance 
packages which include various types of coverage. Legislation 
should foster rather than undercut that type of market.

I would like to add further comments regarding a proposal 
to require the Workers' Compensation Board to review and 
approve defense attorney fees. The proposal apparently arises 
from the fact that the Beard is required to review and approve 
fees charged by plaintiff's attorneys. However, a comparison 
between defense and plaintiff attorney fees is not appropriate 
in this context. It is only in rare circumstances that the 
plaintiff's attorney is compensated as a result of a fee 
agreement with his client. Rather, the insurance carrier is 
ordinarily required to pay the plaintiff's attorney. There is 
no fee agreement between the carrier and the plaintiff's 
attorney and thus, an independent arbiter such as the Workers' 
Compensation Board is required to review and approve the fee.
In rare circumstances the plaintiff's attorney is paid directly 
by his client and the paternalistic philosophy of the 
Compensation Act is reflected in the provision that requires 
the Board to approve such a fee, apparently to insure that the 
plaintiff's attorney does not unfairly take advantage of the 
injured worker.

The defense attorney is, of course, compensated under a fee 
agreement negotiated between the attorney and the insurance 
company. There is no paternalistic philosophy embodied in the 
Compensation Act that would require the Board to protect the 
insurance company from unfair charges by the attorney. More 
importantly, insurance companies are sophisticated consumers of 
attorney services and are fully capable of negotiating 
reasonable fees. The economics of the insurance industry 
compel carriers to limit litigation costs and thus, there is 
already significant pressure on carriers to keep fees at a 
minimum.

I understand that the legislative goal in adopting new 
workers' compensation language is to reduce the overall costs 
to the system. If the Workers' Compensation Board was granted 
power to cut back on the amount of litigation expense incurred


