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JOB INJURY AND EARNINGS LOSS
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»  «POST-INJURY EARNINGS.
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RIGHTING THE BALANCE
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TECHNICAL NOTES

This report summarizes the results of Institute research into
the experienced.workers who sutfered’serious on-the-job injuries,
which resulted either in permanent disability or, in lewer than'5per

cent ol the cases, a period of temporary disability lasting more than

12weeks. ;
SamPIe De,sqn: The stud-' employed a two-stage sampling
rocedure. In the first stage, the Workers” Compensation Insurance
ating Bureau selected a stratified sarhple of cases froma
universe of 55,926 serious claims incurred under workers' com-.
gensatlon insurance policies issued inthe 12-month period ending
une.30,1976. At the request ol the I,e%lslature,,the State Employ-
ment DevelopmenhOepartment furnished earnings records for
each of the selected workers under confidentiality requirements
that protected their identity. Depending upon the date of miury. the
individual earnings records ranged Irom one to nine calendarquar-
ters precedm? the disabling injury and-16 to 21 calendar quarters*"
mafter the quarter of injury..- , o
The original,sample also includecficases involving
employees of self-insured emFoner,s, selected from the records of
the Office ol Sell-Insurance Plans within the California Department,

of Industrial Relations. Approximately 006 claims were identified ~ ™

based on disabling work injuries that occurred in Mag and June ol
1976 and which were still in~"open" status at December 31.1976.
Although the proportion of self-insurer claims were under-repre-
sented”- about 10per cent, compared toa targeted 14 per cent —
the ana(ljysts believe the resulting data are représentative of the
disabled workers population ?urmg the stud[y period
, Ineach case a survey form was sent to the insurer or sell-
insured empIoZer with a request to provide the employee's last
known address and other information from the claim tile necessary
to the study. A total ol 7081 survey lormsJ77 per cent) were
returnedW|th,suff|c,|entqual|fy|rﬁmformatlon. o
Questionnajre Design: The Institute contracted with Field
Research Corporation (FRC), a San FrafiCisco-hased consulting
firm with broad experience in opinion research. to conduct struc-
tured personal interviews with workers disabled during the study
period. The questionnaire was developedJay FRC under guidance
of a research task force appointed by the"*Institute, The develop-
ment phase spanned several months, during which research
objectives were identified and refined, interview Protocols estab-
lished. interviewers trained and a pretest conducted. After approval
of Ihe final version of the questionnaire, a transfation was produced
(or use with workers who preferred to be interviewed in SPamsh.

. Arandom sample was drawn from the 7081 completed
claims data forms and FRC then was provided the names and
addresses of 3374 disabled workers. To maximize the efficiency of
the field effort, interviewing was restricted to workers living in the
10 Standard Metropolitan Statistical Areas ol California, which col-
Iectlve|¥, account for 85 per cent ol the state's population. Alter
completion of prescribed tracing procedures to secure current
addresses. 1076interviews were completed, or 32 per cent ol the
a priorisample and well above the 15-20per cent completion ratio
considered acceptable for opinion research.

Total Sample -- (3374) 100"»
Not Interviewed 432 13
Out ot state/country 29t 9
Out ol statistical area 60 2
Oeceased 7 2

Language barrier, deal
Noi Located 1257 37

“31-=
. M
'Tr .
M---
“Mi -"- A r—
' Respondent Not Available | 257 :?
Healih reasons " "50
T nausen . @ b
interviewed 1076 . 32

'fi- Interviews were'conjgjcted int.ie homes ol the workers het-

-ween Decembers 198t and March 241982 and averalged
apprOX|mateu{,",rt&t,lburfnchjrat|on. Toassure candor, all'inter-
views were “BliFic® e, respandents were unaware the research
wasMing conducted onJaehail ol the workers' compensation
commun; Y Instead, with the cooperation ol the State Department
of Rehabilitatiori.-Wedrt«-wBre informed the interviews were under

thq{_&eggs of that agericy.rj"- o

grtain characteristics - a(};]e, sex. extent of disability,
attorney representation, etc —of the interviewed and non-mter-

Viewedworkers wece compared to tesé the repres ntatlve,qu(?llty

of the uServrewed samptSrjjyomen and workers who received

vocational rehabilitatidrrswrvices were slightly more prevalent in
thedntarilawjetisample than were represeénted m the original
uhiyorsar&jf-all other variables, Ihe distributions are consistently
clo ?,-,and,. accordinglff| Je diflerences do not require any

qualilicaticn of the sample. o
Estimating Earning Loss: An average Pre-m ury quarterl
wage for ityerviewed workers was calculatéd from data supPhe
by eStﬂF]gEmpondV[j Development Department (EDO) In each
Instance the amountw&an arithmetic average unless earnings in
the calendar quarter imnmSJiately preceding the injury quarter was
greater, inwhich case the hlghe,r flgure was used.

The average was mulfiplied by 1610 estimate the worker's
expected earnings in the.four years after injury, a period selected
to reflect maximum rehabilitation of earnings potential Gross post-
Injury earnings loss was arrived at b){ reducing the product by the
amoum ol actual earnings reported to EDO The calculation of
%]r,oss earnings loss did ot fake into account wage increases that

ight have occurred in the four Ros,t-mlury years, nor take credit tor
quarterly earnings in excess ol the individual worker's pre-injury
average —adjustments that are estimated to approach parity.

The gross amount was reduced further by eamings losses
caused by reasons other than the Injury, according to the worker s
own account related during interview or by other Eactors described
In the body ol the report (see %age 5) Finally, the four-year net
amount was projected to'age 65to produce an estimate of injury-
related earmngs loss occurring over the working lifetime of the per-
manently disabled employee _

Acknowled?ments: The Institute %rat,efully acknowledges
the cooperation of the Department of IndUstrial Relations, the
Department of Rehabilitation and the Employment Development
Department ol lhe State ol Californja, and the Workers' Compensa-
tion Insurance Rat[ng‘ Bureau of California.

.. Assistance in'the prehminaiy analysis of the data was pro-
vided bY Peter Barth, Department of Economics. University of Con-
necticut, and John F Burton Jr.New York State School ol Industrial
&Labor Relations, Cornell University ,

Sﬁeual mention also ;s due members ol the Institute's
Research Task Force whose ungrud mg cooperation, attention to
detail and unwavering patience made the study's completion a
reality They are: Laurence C. Pe,abodg/. Liberty Mutual Insurance
Co.charman. Robert J Beniamin, State Compensation Insurance
Fund: George P Jamch, Fremont Indemnity Co.; Will J- Murphey.
Industna | Indemnity Cq. James Smith. Firéman’s Fund Insurance
Cos; |3ert Zahner. Hartford Insurance Group; and James J. Holland,
Travelers Insurance Co.
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To the average employer, few
subjects are more obscure (and
probably less interesting) than
insurance rate-making. Yetas
workers' compensation premi-
ums have increased, employers,
state officials and legislators
are asking, "Whydo workers’
compensation rates keep going
up...and what's being done
about it?”

This pamphlet explores the
reasons for the recent escalation
in workers' compensation
premiums, explains how the
insurance industry distributes
costs among emplovers, and
offers practical suggestions for
reducing the costofjob injuries

and illnesses.
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RECEIVED

Strong reader response to the announcement ofour
new book Medical Cost Containment m Workers"
Compensation: Innovative Approaches tthows the
high level of interest in the stubborn problem of
controlling escalating health care costs. Our
readers often call the Institute to ask what specific
states are doing to contain costsorwhich states are
using a specific approach. Wherever possible, we
provide this information.

A recent study undertaken by the Medical
Committee of the International Association of In—
dustrial Accident Boards and Commissions (l1Al-
ABC) is a source of much useful information. The
committee kindly agreed to share excerpts of its
report with our readers, with the following caveat
The information was gathered by a survey of U.S.
jurisdictionsand Canadian provinces. The response
to the survey was high, but less than 100 percent,
thus the informationmay notbe complete. Also the
information was verified where possible but not in
every case. Ifyou should have additional informa—
tion, please write the Institute and we will pass it
on to the committee.

Here we offerinformationon the following issues:

e Which states currently use medical fee
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MORE ON CONTAINING MEDICAL COSTS
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Med. Dir__
ASD
ESD_

Pee Schedules and Choice ol Treating Physician

cC:
schedules? What is the basis-far tinreachod- =

ules? Are they mandatory?
o Which states have plans to use schedules?

e Who has the firstchoice of treating physician
in the various states?

Current Use of Fee Schedules

There are twenty states thatnow use fee sched —
ules (Table A). The Canadian Provinces all use
some kind of schedule, most negotiated by provin—
cial medical associations.

Considering Adopting a Pee Schedule

There are ten states now considering the use of
a fee schedule:

Arka-sas North Dakota
Georgia Ohio
Kentucky Oklahoma
Michigan Texas
Mississippi West Virginia

WCRI RESEARCH BRIEF is a periodic publication of the Workers Compensation Research Institute. It reports on
significantideas, issues, research studies, and data of interest to those working to better understand and to improve workers’

compensation systems.

WCRI RESEARCH BRIEFS augment WCRI’s primary publications for reporting the results of its work; RESEARCH
REPORTS. SOURCEBOOKS, and WORKING PAPERS. All WCRI research publications are widely distributed to
policymakers and others interested in workers' compensation issues.

WCRI is a nonpartisan, not-for-profit public policy research organization funded by employers and insurers. Fbr further
information about the Institu‘u, its work, membership, or the material in this WCRI RESEARCH BRIEF, contact Dr.

Richard B. Victor, Executive Director.



Table A. Current Use of Pee Schedules

Basis

Relative value
scale

Usual and custom-
arylprevailing and
reasonable

Medicaid schedule
Medicare schedule

Blue Cross/State
Departmentof
Human Services

State

Arizona
California
Colorado
Maryland
Montana
Nebraska
Nevada

New York
North Carolina*
Oregon

Utah
Washington
Wyoming
Florida

Hawaii

Puerto Rico
North Carolina!
South Carolina

Massachusetts
Rhode Island
Minnesota

*Also uses usual and customary,
tAlso uses relative value scale.
J150 percent of Medicaid rates

First Choice of Treating Physician

Mandatory

Yes
Yes
Yes
No

Yes
Yes
Yes
Yes
Yes
Yes
No

Yes
Yes

Yes
Yes
No

Yes
Yes

Yes
Yes
Yes

In twenty-nine U.S. jurisdictions, workers make
the first choice of treating physician; employers
make the first choice in twenty-two jurisdictions
(Table B). In sixteen jurisdictions, these choices are

subject to various restrictions or review.

Table B. First Choice of Treating Physician

State First Choice  Restrictions
Alabama Employer None

Alaska Worker None

Arizona Worker None

Arkansas Employer Agency may change
California W orker If prior notification to

employer
Colorado Employer Agency may change

Table B continued

State

Connecticut
Delaware
D.C.

Florida
Georgia
Hawaii
ldaho

llinois
Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virginia

W ashington
WestVirginia
Wisconsin
Wyoming

First Choice

Worker
Worker
Worker
Employer
Worker
Worker
Employ jr
Worker
Employer
Employer
Employer
Worker
Employer
Worker
Employer
Worker
Employer
Employer
Worker
Employer
Employer
Worker
W orker
Worker
Employer
Employer
Worker
Employer
Worker
Worker
Worker
Worker
Employer
Worker
Employer
Employer
Worker
Worker
Employer
Employer
Worker
Worker
Worker
Worker
Worker

Restrictions

From state listing
None

From districtlisting
Nop.?
Froulemployerlist
None

None

None

None

None

None

None

None

None

None

None

Initial choice only
Agency may change
None
Agency may change
None

None

From state list
None (
None

None

From state list
None

None

None
Agency may change
None

None

None

None

None

From employerlist
None
Agency may change
Agency may change
From employer list
None

None

None

None

source; U.S, Chamber of Commerce, AnalySIS of ubrfcere'
on f

Laws, 19/,
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Impact of insurers® medical cost containment strategies, including the
use of preferred provider organizations and automated auditing of
physicians® bills, are reflected in the results of the Institute’s

latest medical fee study.

Payments to treating physicians during 1987 averaged nearly 3 percent
under levels authorised by the Official Medical Fee Schedule, the
greatest differential in the history of the CWCl series. Moreover,
although doctors continued billing above permitted fees, about 9
percent on average, paid amounts were below schedule in four of the
five sections. Average conversion factors per unit of service:

Section Allowed Billed Paid
Medicine $ 6.15 $ 6.64 $ 5.96
Surgery 153.00 179,49 156.67
Radiology 12.50 14.34 12.40
Pathology 1.50 1.93 1.48
Anesthesia 34.50 39.85 34.39
Avg. % from Allowed + 9.3 - 2.7

Change was most apparent for procedures in the schedule®s Medicine
section - office and hospital visits, physical therapy, etc. - which
accounts for 83 percent of all procedures and 63 percent of payments
in the most recent sample. Every third procedure was billed below the
schedule level and nearly half were paid less than allowed.

However, physicians may be compensating for the discounting common to
most PPOs by billing for a higher level of service, e.g., charging for
an "intermediate”™ rather than a "limited” visit. As a result, the
relative frequency of office visits of all types declined 12 per*ent
compared with last year, but their share of the medical fee dollar

increased by 10 points.

General practioners continued to be the most frequent provider,
accounting fot nearly every third procedure and payment dollar.
Alternative modalities may explain the shift away from surgery:

40 percent decrease in the frequency of and payments for procedures
performed by orthopedic, neuro- and general surgeons. Any savings,
however, were offset to a large degree by a 63 percent increase in
the proportion of the medical fee dollar paid to physical therapists.

-more-

waiSttw coovr- - 1338
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According to the study, insurers pay physicians® bills 21 days after
receipt on average, and 81 percent are paid within 30 days.

Results of the study are based on an analysis of billings for nearly
49,000 medical procedures paid during the two-week period ending
October 30, 1987. Twenty-six 1Insurer groups representing 63 percent
of statewide premium participated in the study. For further
information, please contact Tom Parry, CWCI research director.

*

Enclosed 1is a copy of the most recent Institute publication that
explores the reasons for the recent escalation 1In workers®™ compensa—
tion insurance costs. Additional copies are available upon request;
single copies free, quantity orders are $16 per 100 plus tax and

shipping charges.

AT/grp
Enclosure

n 1988



WHY

DO

WORKERS'
COMPENSATION
RATES

KEEP ,
GOING

UP?

(/

The question undoubtedly is
the one fielded most often by
insurance representatives. The
frequency with which it s asked
probably matches the frequency
of rate increases - six raises
aggregating 44 percent in the
1985-8? period alone.

Premium rates essentially
are afunction of two factors:
The cost of claims and the over-
head expense of running the
insurance company. If the cost
of either factor increases, rates
go up.

But that’s too simplistic an
explanation for most employers,
one that masks the forces driv-
ing claims costs and overhead
expense in workers' compensa-
tion insurance. These elements

include:

BMNEHTS

Payment levels set by the state legislature are a
significant cost component in workers' compen-
sation insurance. Since 1985 benefits have
increxsed 54 percent. 56 percent in the pxst ten
years. Higher benefits prxluce higher claims
costs and that in turn dictate higher rates

to employers.

INRATIOK

Most goods and services cost more today -

up an average of |» percent in the past five years
81 percent in the 19 -86 period for all items
included in the Consumer Price Index.

Admittedly, many ofthe CPI components have
little impact on claims and overhead expense.
But others directly affect workers' compensa-
tion premiums. For example, the cost of medical
treatment increased twice as fast as the general
rate of inflation in the past five years. Because
medical treatment accounts for 42 cents of evere-
claims dollar, the increase results in higher
premium rates.

UTGATTK

Workers compensation was intended to elim-
inate the costs, delays and uncertainties of the
common law system it replaced. The founding
arc .. .thought that bygetting rid ofthe idea
of fault and prescribing benefits by statute,
there would be little controversy much less a
need for litigation. Their hopes proved to be
both overly optimistic and short-lived.



Today. fﬂ California erery ninth workers com-

' jnsation claim isNigated. If the miury results
in lost time, thejitigation rate climbs to -n
percent. And dthc injury produces residual per-
manent disability, three ofevery four claims

are litigated.

Litigation is expensive. e\en in ano-fault system.
In 1986 the direct out-of-pocket costs alone -
attorneys' fees, forensic medical testimony and
related expenses - reached 5985 million in
California, according to a recent research study
The total - more than was paid to physicians t'
treatinjured workers - is three times higher
than ten years ago. More distressingly, these
frictional costs are growing four times faster
than benefit levels. The bottom line: higher costs
for employers.

LOSS DCVHDPWBFT

California law requires insurance companies to
operate on a"drop dead" basis, i.e., to set aside
sufficient funds to pay all outstanding claims in
full at any point in time. The process, known as
loss reserving, forces the insurer to estimate the
cost of aclaim and make adjustments, up or
down, asconditions change during the life of the
claim. “Lossdevelopment' measures the change
from initial estimate to the final actual cost.

Historically the insurance industry's estimates
came close to reality. £3 percent. Beginning

in the mid-19”0's. however original predictions
consistently began to fall short by 13-U per-
cent - and sometimes more. Late reporting of
claims, the increasing impact of vocational
rehabilitation benefits, medical uncertainties,
new court decisions all contributed to the deficit
and the need for higher rates.

Finally, workers' compensation premium rates
are a percentage of payroll. If wage levels in-
crease faster than claims costs, rates go down.
(A Sl rate on S2000 of payroll produces the
same premium as a 52 rate on S1000 payroll.)
But workers’ compensation costs have grown
more rapidly than wages, particularly in recent
years. When wage inflation began to slow down
in 1984 to about half the pace in the previous
ten years, higher insurance rates were needed
just to stay even. So long as claims costs grow
faster than wages, compensation rateswill go up.



HOW CAN
EMPLOYERS

SURE THEYRE

PAYING
MORE THAN

FAIR SHARE?

In an absolute sense, they
can’t- since insurance isamech-
anism inwhich the premiums
ofthe many go to pay the losses
of the few. The rate -making
process, however, allocates
claims costs and overhead ex-
pense asevenly and equitably

as possible.

CLASSIFICATIONS

The first step in pricing is to determine the
employer's occupational classification. All busi-
nesses and industries in California are grouped
into approximately-»25 classifications - from
Acid Manufacturing to Yam Dyeing - based on
the relative hazards.

The classification structure provides the data for
pricing workers’compensation insurance. All
elementsofthe database - number and amount
of losses, premiums, and payroll - arc reported
by classification. Regulations of the state insur-
ance commissioner require all insurers to adhere
to the same reporting ground rules. Moreover;
the commissioner's statistical agency the
Workers’Compensation Insurance Rating Bureau,
audits insurance companies to be sure the data
base is accurate and complete.

MANUAL RATES

The losses and premiums of all employers in
each classification arc compared and a manual
rate calculated. ("Manual™ refers to the rating
manual, not manual laboc) The manual rate for
agiven classification represents the average
loss cost, plus auniform percentage to cover
insurerexpenses (now 35percent ofthe manual
rate). The rate usually is expressed as dollars
and cents for each 1100 of payroll.



Manual rates are average rates. Since few
emploversrxe statistically average, using manual
rateswould be unfair to the typically non-aver-
age employee Other features of the pricing
system recognize and adjust for the differences
between employers.

BEXPERIENCE RATING

If the "claims experience™ of an individual
employer is better (or worse) than the average
for all employers in the same classification, the
difference will be expressed as a percentage

credit (or debit) and applied to the manual rate.

For example, an employer with abetter than
average safety record may cam a 92 percent
"experience modification" and gets an 8 per-
cent discount off the manual rate. On the other
hand, employers with poor claims experience
will pay more than their safer competitors, in
some instances substantially more.

The experience rating plan assumes past expe-

rience isthe best indicator of future performance.

So although the percentage modification is
based on the employer's past record, it is applied
prespectively, at the time the policy goes into
effect. All policies above acertain premium
(currently S4833) are experience-rated, and
they cover an estimated 80 percent of the
insured workforce.

OVEENGCS

To most employers, policyholder dividends are
afamiliar cost-equalizer. Policies accounting for
nearly 90 percent of statewide workers'compen-
sation premiums are written on a“participa mg"
bxsis that allows an employer to participate in
the profits of the insurer

The average manual rate for any particular
class will be more than adequate for some em-
ployers - because losses can and do differ
among employers within that class. Similarly, the
uniform 35 percent loading for overhead
expense may be more than adequate for some
underw riters and. because fixed costs are a
smaller percentage of large premium policies,
more than necessary for larger employers,
investment income aiso vanes among insurers.
Thus, an insurer may accumulate surplus funds
over and above the dollars needed to pay
losses and expenses.

Insurance isdifferent from other productsor
services in the marketplace. Unlike asuit of
clothesorapound ofbuttec the production cost
isn't known at the time of purchase - and the
ultimate cost won't be known (or knowable)
until well after the policy expires. The uncer-
tainty over final cost makes precise up-front
pricing difficult particularly for coverage ofthe
longterm liabilities characteristic of workers'
compensation. Prices that are too high are
unacceptable to the employer. At the other ex-
treme. inadequate rates may threaten solvency
and endanger payments to injured workers.



In enacting the law* governing the price of
workers' compensation insurance, the California
legislature opted for solvency and the certainty
that miured workers recei\e the benefits to
whic  heywere entitled. The lawmakers saw
thatt aseofaverage rates would result in
premiums too high tor some emplovers. bargains
for others. To avoid these inequities, the legis-
lature authorized the return of any excess
premium - after costs are known - by payment
ofdividends to policyholders.

Dividends serve atwofold purpose: aneconomic-
incentive to emplovers for safe operation and.
as the final step in pricing, assurance that the
employer pays the "right" cost.

Dividend payments are cost-sensitive, both in
the aggregate and for the individual policyholder
When claims costs decrease, dividends increase.

LOSS RATIO AND DIVIDENDS

PREMUM

DIMDENDS

0 41-60 810
21-40 61-80 100+

LOSS RATIO (Ptrcantagt)



Some of the costs involved in issuing and PREMIUM SIZE AND DIVIDENDS
servicing an insurance policy are fixed and remajn
constant regardless of premium size. Conse-

quently. as premium size increases, overhead PERCENTACE
expense as a percentage of total premium o=
declines. In calculating average manual rates, PREMIUM
however, the expense factor is uniform tor RETURNED
all employers, regardless of premium size. Be- IN

taking into account both claims costs and over- DMOENDS

head. dividend payments compensate for any
expense savings due larger employers. Generally,
as the premium increases, so ooes the dividend
percentage.

Over the past IS years, policyholder dividends

have reduced insured employers' net costs by an

average of 15 percent, ranging from about 5

percentin 19 to more than 24 percent in 1982. 1
Aggregate dividend payments exceeded $5.6

billion - areturn to employers of 65 percent of

the insurance industry's net pre-tax income

during the 197 2-86 period.

UNCERSE00 $2,0004,939  S15000+
SB00-1.999 $5,000-14.999

PREMUMISIZE



An employer's insurance
premium mirrors the underly-
ing loss costs and overhead
expense. Some ofthe reasons for
increased claims costs - court
decisions and uncertainties of
the governing statute, for
example - are beyond the con-

trol of most individual emplovers.

But an employer can take steps

to reduce costs - and premiums.

There's no magic to the first:
reduce employee injuries.
Workers’compensation insurers
lu-ve safety professionals on
staff tc help policyholders pro-
vide asafe work environment.
The range ofservices isvirtually
unlimited - surveys, visual aids,
educational programs, inspec-
tions. counseling, industrial
hygiene analysis, advice on com -
pliance with safety standards.

There's no additional costs since these serv-
ices are included in the premium. It's the
employ er's responsibility, however, to get value
received by asking for the services, to set up
or expand asafety' program, and to enforce safety
rules rigorously The combination of profes-
sional services and employercommitment means
lower losses - both in human and financial terms.

Injury prevention is still the best way, maybe
the only real way. to cut workers' compensation
costs. Moreover, safe operation makes good
economic sense. Eliminating accidents not only
reduces premiums but also cuts the indirect
costs of job accidents such asdamage to equip-
ment, production delays, and lost time of
co-workers.

Unfortunately accidents, like death and taxes,
are sure things too. Even the safest workplace
will be the scene of an accident atsome time or
another. When it happens, the employer must
know how to respond and what to do.

Claims management is the job of the insurance
company, but the process begins with the
employer. Here are actions an employer can take
to help the injured employee, comply with
the law. and minimize the cost of injuries.
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KEEP THC BVPLOYEE VWFORIMVER

A job injury can be afrightening experience tor
many employees. Few have any knowledge of
workers' compensation. .Any misunderstanding
about where they stand can slow reco\ery and
lead to numerous complications, most of them
expensive.

Employeeswho arc uncertain about their rights
and protections frequently turn for reassurance
to an “expert;’i.e., an attorney. Ifso. that

usually means litigating the claim and additional
direct expense - an average of S5100. according
to a 1986 study - over and above the cost of
medical treatment and indemnity payments.

So. reduce the anxiety by letting the injured
employee know, early on. that medical and hos-
pital bills will be paid, the wage replacement
payments will be made automatically, that the
job is waiting when the employee can return

to work. (Most insurers have avariety of mate-
rials to help employees understand workers'
compensation.) Focus the employee's attention
on recovery and reemployment, not disability.

|lr11__ _

ASS_RE PROVPE QUALITY MEDICAL CARE

Expert medical treatment, including referral to
-pcculi.sts when necessary, isawise investment,
"killed treatment can minimize time off the
nib. reduce the chance of permanent handicap,
and get the employ ee thinking in terms of re-
cm cry from (rather than recovery for) the injury.

Consider the role of the physician in workers'
compensation. Every claim starts with a doctor.
Everv >tep - treatment, evaluation, rehabilita-
tion. release for work - directly involves a
physician. The quality of medical care and the
confidence the employee places in the treating
doctor can influence the length and extent of
disability and. directly, employer costs.

RLE REPCRTS PROMPTIY

l‘rCempIovers report of injury starts the claims
process: without it the insurance company can't
act. Delays in reporting can delay the employee's
payments - which in turn increases the hard-
ship on the employee, impedes recovery, and
c..n lead to dissatisfaction and disputes. Timely
reports permit timely payments. As ageneral
rule, the faster the payment, the sooner the
employee returns to work.



BE SYMPATHETIC AVDUNCERSTANDING

No injury is"minor" if it happens to you.
Research shows many injured workers turn to
an attorney because the employer (or foreman
or supervisor) was indifferent and not htlprul.
Understanding the employee's concerns,
coupled with continued contact during recovery,
can reduce litigation and claims costs.

MVIKZE RECURRENCE

Investigate and analyze ail accidents, no matter
how minor. Take steps to correct identified
hazards. Maintain complete written records,
including statements of witnesses. But empha-
size prevention, not fault.

FORMORE INFCRVATION

Your insurance representative can answer
questions about rates, coverage, reporting
requirements, claims handling, injury pre-
vention programs and other aspects of workers'
compensation.



COURT CASES
WORKERS™®™ COMPENSATION

The following court decisions involving workers®™ compensation
are available in the House Judiciary Committee files. They
are separated by general topic. If you want to see any of
them or get copies, please ask Shari.

EVIDENCE

Burgess Construction Co. v. William S. SmalLlwood

AVERAGE WEEKLY WAGE

Orval L. Ragland v. Morrison-Knudson Co.
Jack Peck v. Alaska Aeronautical

Gerald R. Brunke v. Rogers & Babler
William Bailey, Jr. v. Litwin Corporation
State of Alaska v. Harold H. Gronroos
Richard F. Deuser v. State Of Alaska
Robert E. Johnson v. RCA-OMS

State of Alaska v. Lee Dupree

COMPENSATION RATE

Alaska Pacific Assurance Co. v. Robert Brown

PERMANENT PARTIAL DISABILITY

Sang Suh v. Pingo Corporation

Harold Standley v. State of Alaska

Providence Washington Insurance Co. v. Virgil F. Grant
Kermit Cesar v. Alaska Workmen®s Compensation Board
Virgil Hewing v. Alaska Workmen®s Compensation Board
John Absher v. State of Alaska

Jack J. Sherman v. Holiday Construction Co.

STRESS

Cruz D. Bilbao v. Alascom

Guy E. Hayes v. Chevron USA

Rosde K. Reeder v. Wendy®"s Old Fashioned Hamburgers
Susan Kent v. State of Alaska

Regina Wade v. Anchorage School District

Corazon Fox v. Alascom



April 4, 1988

Rep. John Sund

House Judiciary Committee
P.O. Box V

Juneau, Alaska 99801

Dear Rep. Sund,

Enclosed are miscellaneous articles, press releases and general
information regarding the workers ” compensation issue you will
be reviewing in your committee this week. The articles enclosed
represent a very small percentage of the coverage this 1issue has
generated statewide. Much of this has been provided to prior
committees as well and is available from there files.
Additionally, WCCA sent all legislators an information packet
prior to the 1988 session.

I hope you will make the enclosd information available to
committee members. Please feel free to call upon myself or
other WCCA members who will be in Juneau to testify before your
committee if we can provide further information.

I sincerely hope that your committee will deal with this
legislation quickly and positively. Passage of a beneficial
workers “comp reform bill is vital to the concerns of both labor
and management.

Sincerely,

Steve Haag
President
WCCA

W orkers’Compensation Comm ittee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
(907) 344-1577



THE WORKERS®" COMPENSATION COMMITTEE OF ALASKA, INC.

The Workers®™ Compensation Committee of Alaska, Inc. 1is an
organization of business persons who are determined to reduce
the budget-breaking costs of workers®™ compensation 1insurance.

Compensation rates will 1increase as much as 65 percent
in 1988.

Even while business volumes and numbers of employees
drop, many businesses are experiencing insurance rate
Increases. In a shrinking economy, these increased costs can no
longer be passed on as part of overhead and are threatening the
viability of Alaskan jobs and businesses.

WCCA includes representatives from:
Arco
Standard Alaska
Associated General Contractors, Anchorage Chapter
The Municipality of Anchorage
Klukwan Inc,
Northern Air Cargo
Hickel Investments
Enserch
GClI
Alaska Airlines
Totem Ocean Trailer Express
Anchorage Refuse
North Slope Contractors
Building Industry of Alaska - Anchorage
Alaska Timber "nsurance Exchange
Alaska Support Industry Alliance
Carr-Gottstein Enterprises
VECO
Anglo Alaska Petroleum Services
Dimond Alaska Coal
Rob inhood, Inc........ and many others!

WCCA committees are researching the following areas of
concern:

* The proportion of funds paid to injured workers, to
medical care, vocational rehabilitation and other
service providers.

* Rate setting and classification.

* Formulas for compensating loss of wages.

* Pitfalls of state funds.

W orkers’Compensation Com m ittee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
(907) 344-1577



Effectiveness of vocational rehabilitation.

Making all 1injuries "scheduled"” instead of some
being allowed to run open-ended.

Usefulness of the Second Injury Fund.

Payments to injured workers who have left Alaska for
other states with lower costs of living.

Prosecution of fraudulent claims.

TIMETABLE

WCCA is formulating legislative proposals in coordination
with labor representatives. Efforts are being made to reach
agreements on which areas will be addressed. Specific proposals
will be presented to legislators prior to the 1988 legislative
session.

WCCA®s major goal 1s to see workers®™ compensation
statutes overhauled during the 1988 legislative session. WCCA
will continue to work until the cost of workers® compensation
insurance 1is reduced by at least 33 percent.

BUDGET

WCCA has set a budget of $100,000 to cover activity
necessary through the 1988 session. The 1988 budget includes
the cost of professional lobbying services.
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WHAT DRIVES THE COST OF WORKERS' COMPENSATION

Alaska has the most costly workers®™ compensation system
in the United States | Alaskan laws have been written and
interpreted to allow the most generous application possible.
Here are some examples:

* Alaska 1s one of two states which provide that the
benefits paid to an injured worker will be based on
200 percent of the statewide average weekly wage.
That means a North Slope worker whose job ends and
who then finds a job in another location at lower
pay and who then becomes injured may draw as much as
$4,500 per month in vorkersl compensation.

* Benefits are calculated on the basis of the past two
years®™ earnings. A drop in the economy or in the
wages of a worker may result in an injured person
actually making more from compensation than from

wages.
* Vocational rehabilitation is mandatory for workers
whose injuries keep them from returning to -
employment within 90 days. Even when an injury 1is

known to require 6 months to heal, expenditures must
be made to meet the letter of the law.

* Alaska"s relatively small range of occupations
limits the potential for placement of workers who
have permanent partial disabilities.

* Unlike many other states, Alaska has no provision
for periodic review nor standards for treatment of
injured workers by medical or rehabilitation
providers, nor any guidelines for fees.

* Unlitke many states, 1injured workers do not pay any
portion of their medical costs.

* Unlike many states, few types of injuries are
scheduled - that 1is, lump sum payments are mandated
for very few 1injuries.

* Unlitke many states, pensions are not calculated to
offset workers®™ compensation payments. Only social
security payments can be offset.
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WCCA GOALS

The short-term goals of WCCA are to:

A.) Monitor and detect waste and abuse within the Alaska
workers®™ compensation system, 1irresepective of the
.source of such waste and abuse, and bring such
proven or suspected waste and abuse to the attention
of the public and public officials.

B.) Study the structure of Alaska®"s workers"®
compensation statutes and administrative regulations
and compare them with the laws of other states.

C.) Study the relationship and interaction of system
providers (i.e., adjustors, medical and chiropractic
communities, rehabilitation counselors, attorneys,
insurance companies and others) with the Alaska
workers® compensation system and compare 1t with
experience in other states.

D.) Study the structure, organization and mission of the
Division of Workers® Compensation and the Workers®
Compensation Board.

E.) Study the structure, organization and mission of the
Alaska Classification and Rate Committee.

F.) Study the classification and rating system utilized
by the National Council on Compensation lInsurance
and the Alaska Classification and Rating Committee.

G.) Study, jointly with labor, the creation of a
competitive state insurance fund for workers-®
compensation insurance along with other insuring
alternatives.

H.) Study the structure, organization and mission of the
Second Injury Fund to gauge its effectiveness as an
employer incentive to hire the pre-injured and
disabled.

1.) Communicate the results of such studies as well as

the conclusions and recommendations of WCCA to the
public and public officials.

W orker's Compensation Committee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
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THE MISSION OF WCCA

The mission of the Workers® Compensation Committee of Alaska, an
Alaska corporation, 1is to:

A) Promote management®"s continued education and under—

standing of Alaska®s worker®s compensation laws and
regulations.

B) Act as a platform for communication between manage—
ment and the service providers whom interact daily
with the Alaska workers®™ compensation system.

C) Act as a liaison between management and various

governmental and non-governmental institutions,
including, but not limited to:

* The Department of Labor
Division of Workers®™ Compensation
Workers®™ Compensation Board

Tt * The Department of Commerce

Division of Insurance
* Alaska Classification and Rate Committee
* National Council on Compensation Insurance
D) Administer and foster greater practical utiliza—

tion of the Second Injury Fund among Alaskan
employers.

E) Play an active rcie in the rate making and classi—
fication process by gaining and retaining admission
to the Alaska Classification and Rate Committee.

W orker’s Compensation Comm ittee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515



On January 1, workers ” compensation rates increased an
average 25 per cent. The following is a partial listing of
industries and the actual rate increases which relate to them.

Oil cr Gas Pipeline Work 68%
Oil/Gas Lease Operators 56%
Millwright 54%
Street or Road Construction 54%
Oil/Gas Lease Work/Contractor 53%
Drilling 53%
Oil and Gas Pipeline Operation 52%
Light/Power Line Construction 49%
Sheet Metal Work Erection 48%
Oil and Gas Logging/Surveying 47%
Contractors/Permanent Yard 47%
Ilron or Steel Erection 47%
Logging 45%
Drivers and Chauffeurs . 43%
Aircraft Commuter Flying Crew 43%
Lumber Yard Store Employees 43%
Water Works Operation 43%
Gasoline/0il Dealers 43%
Automobile Salesmen 43%
Hotel Restaurants 43%
Hospitals, Professional 42%
Barber Shops, Beauty Parlors 41%
Street Paving 40%
Electric Light and Power Co. 40%
Insulation Work 39%
Labor Unions 39%
Wallboard Installation 38%
Oil Still Erection or Repair 38%
Restaurants 35%
Bakeries 33%
Newspaper Publishing 32%
Hospitals, Other 32%
Commissary 31%
Concrete Construction 30%
Carpentry 30%
Contractors/ Exec. Supervisors 30%
Attorneys 29%
Plumbing 28%
Printing 28%
Auto Body Repair 25%
Carpentry Shop Only 25%

W orkers’Compensation Comm ittee of Alaska, Inc., 11401 Olive, Anchorage,- AK 99515
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SECTION 3: CRITERIA FOR ELIGIBILITY

To be eligible to sit for the CRCC examination, an applicant must meet all requirements in ONE of the categories of eligibility listed
below. Education and employment experience requirements must be fully satisfied by the application deadline date
(January 1orJuly 1). Any application that does not meet the eligibility criteria of one of the following categories at the application
deadline date will be rejected automatically, with no refund of the application processing fee. CRCC W ILL CHARGE A J20
HANDLING FEE FOR ANY CHECK RETURNED FOR NON-SUFFICIENT FUNDS.

CATEGORY A
Degree required:

Granted by:

Internship required:11

Acceptable employment
experience required:

CATEGORY B
Degree required:

Granted by:

Internship required:

Acceptable employment
experience required:"'1

CATEGORY C
Degree required:

Granted by:

Internship required:

Acceptable employment
experience required:'”

CATEGORY D
Degree required:

Acceptable employment
experience required:""

CATEGORY E

Degree required:

Acceptable employment
experience required:1

Master's in rehabilitation counseling.

A rehabilitation counselor education program that was fully accredited by CORE at the time the
applicant's degree was granted."™"

Internship in rehabilitation counseling of 600 hours (semester system) or -180 hours (cjuarter system)
under the supervision of aCertified Rehabilitation Counselor (CRC).

None

Master's in rehabilitation counseling.

A rehabilitation counselor education program that was NOT fully accredited by CORE at the time the
applicant's degree was granted.™

Internship in rehabilitation counseling of 600 hours (semester system) or -180 hours (quarter system)
supervised by aCRC on-site or by a faculty member who is a CRC.

One year under the supervision of aCRC."'

Master's in rehabilitation counseling.

A rehabilitation counselor education program that was NOT fully accredited by CORE at the time the
applicant's degree was granted."’

None

Two years, one of which must have been under the supervision of a CRC.""

Master's RELATED to a Master's in rehabilitation counseling.

Three years, one of which must have been under the supervision of aCRC."

Master's UNRELATED to aMaster's in rehabilitation counseling. (This category will be phased out at
the end of 1992.)

Five years, one of which must have been under the supervision of a CRC.""



"AX

Degree required: Bachelor's in any discipline. This category will be phased out at the end 0f1992.
Acceptable employment Seven years, one of which must have been under the supervision of aCRC."’
experience required:"1

CATEGORY G

Category G is a special eligibility category ONLY for students working towards a Master's degree in rehabilitation counseling. In order
to be eligible under Category G, astudent must:

a. be enrolled in a Master's degree program in rehabilitation counseling that is fully accredited by CORET,

b. have completed 75%of the courstwork toward a Master's degree by the application deadline date (January 21orJuly 1) for the
CRCC examination for which he/she is applying;

¢. (by graduation) have completed an internship-
system) supervised by a CRC; and

in rehabilitation counseling of 600 hours (semester system) or 480 hours (quarter

A student who applies before the appropriate deadline and who qualifies under Category G may sit for the CRCC examination on the
next sche Juled administration date. However, the individual's examination results, profiie, and certificate will be released
only when CRCC receives an official transcript reflecting the granting of the Master’sdegree in rehabilitation counseling.
The "CRC"™ may not be used by these individuals until they have received their examination profiles indicating they have achieved a
passing score in the Certification Examination.

CATEGORY H

~jl CC has created this limited category to facilitate the development and advancement of the rehabilitation counseling profession

N ~Nside the United States. To be eligible an applicant may not hold U. S. citizenship nor reside in the United States. Category H is limited
to the first 1000 applicants. Residency may be proved by employment verification, a certified copy of a passport, affidavit, or other
legal documents.

Category H is available ONLY to an applicant who meets the required educational and employment criteria in any one category listed.
The only exception is that CRCC does not require CRC supervision at internship or employment.

Applicants applying under this category are reminded that the examination is based upon the body of knowledge of laws, public
regulations, and the delivery of rehabilitation services in the United States.

All CRCs. regardless of their residence, must comply with CRCC's Certification Maintenance Plan in order to maintain their
certification.

CATEGORY I

Degree and Dissertation Doctorate with aspecific program and Doctoral Dissertation emphasis in rehabilitation,

required:

Internship required: 600 hours of internship at the doctoral level in a rehabilitation setting, supervised by aCRC.
OR

Acceptable employment One year full-time employment under the supervision of a CRC. "

experience required:

1 2. 3. t, 5. see page 26. "Notes to Section 3."



MARJORIET. LINDER,M.A., CR.C.,, CJR.S.
Vocational Rehabilitation Counselor

9111 Vanguard Drive
Anchorage, Alaska 99507
(907) 344-3341

March 23, 1988

Representative John Sund
Pouch V
Juneau, Alaska

Dear Representative Sund:

I am a vocational rehabilitation counselor who has worked 1n
Alaska in the workers®™ compensation system for ten years, which
gives me a unique vantage point. 1 also worked on the WCCA rehab
committee. Thus, | believe | understand the intent of the
proposed legislation.

Rehabilitation under the current Alaska Workers®™ Compensation
System reminds me of the movie, "Requiem for a Heavy Weight,"
which deals with a no longer popular but aging boxer. His trainer
and manager arrange a phony wrestling match for this once proud
athlete and then they bet against him. Like the movie's
protagonist, the injured worker, 1in the course of his claim, must
enter an arena he does not want, participate iIn a contest he does
not choose, and purposely throw the fight to support others who
bet against him. If he works hard to preserve his 1income, under
the wage loss concept, he receives no money. | have seen many a
frustrated claimant utilize rehabilitation not to advance himself
but to advance his claim. Likewise, | have seen many an insurance
company utilize rehabilitation services to decrease the value of
the claim. Both are a waste of time, energy, and money!

I believe that SB322 provides the claimant with an alternative to
winning by losing. By scheduling all injuries, the claimant can
obtain a settlement based on the degree of medical impairment and
help himself without hurting his claim. By requiring the claimant
to invest the proceeds from his claim into his own support during
his rehabilitation program should the program®™s length extend
past medical stability, the system can attend to more motivated
clients and promote early intervention. By reducing the amount of
support provided after medical stability, the system will
discourage crippling dependency. By making participation
voluntary, the system will encourage freedom of choice. The
increased length of training programs should make bonafide
programs more possible.

While 1 hope 1 have your attention, 1 wish to comment on a recent
amendment which came out of the House Labor and Commerce
Committee regarding a Board order to change the specialty of the
Board selected IME physician from that of the treating physician.

1



Some people have dubbed this the ™"chiropractic amendment”. |
believe the 1issue 1s much larger than chiropractor vs. M.D. It
has to do with the Board"s right to have complete information to
make an informed decision without requiring the employer to put
on an expensive hearing and the employee to incur delays in swift
adjudication of his case. It has to do with quality medical
attention. For instance, | <can think of cases 1in which the
claimant naively chose the wrong specialist as his treating
physician. | remember a claimant who was utilizing a pulmonary
specialist to treat her back pain. 1 remember a claimant who was
misdiagnosed by a GP as having a herniated disc when the
claimant®s real problem was a disc space infection (a life
threatening problem, 1 might add). 1 remember a chiropractor who
alleged that a plantar wart was somehow related to a female
claimant®s lifting a cow. Yet another claimant®s cancer of the
spine was missed by his family practioner from whom he sought
care after he experienced back pain on the job. Obviously, all of
these folks were treating with the wrong specialist for their
problem. Had i1t not been for an IME ordered by the employer, no
one would have had appropriate information. |In these cases, the
IME physicit-s® opinions radically differed from the claimants”
treating physicians. Under the House amendment outlined, the
Board would be Ilimited to selecting yet another inappropriate
specialist for the claimant®s problem. Somehow, this does not
make sense in either the name of justice or the quality medical
care.

Yet one more amendment to the bill disturbs me. This one has to
do with a mandated roll back in insurance rates. | believe the
proposed bill, should it not be tampered with, has at least a 6%
reduction in costs built into it. My understanding is that a new
NCCI report corroborates this belief. However, having a roll back
in rates thwarts the free enterprise system. It may well chase
carriers from Alaska 1leaving only one Alaskan based company.
Creating a monopoly may foster opportunism. 1 strongly urge you
to reconsider this additive, which 1 believe will prevent healthy
competition and eventually raise the insurance rates.

In short, |1 support the original Senate Bill negotiated by the
Labor Management Task Force and no House substitute. 1 invite you
to call on me to provide information to you or your committee.
Please thank Sherry Kockman for being responsive to my comments
when 1| telephoned her last week.



MARJORIET. LINDER, M.A, C.R.C, CJRS.
Vocational Rehabilitation Counselor

SERVICES

9111 Vanguard Drive
Anchorage, Alaska 99507
(907) 344-3341

April 5, 1988

Representative John Sund
State of Alaska

House of Representatives
Juneau, Alaska 99811

Re: SB 322
Dear Representative Sund:

The following represents my feelings in support of scheduling all
injuries wusing the Whole Person theory under the AMA Guides
instead of using the wage-loss concept.

As a rehabilitationist, 1 believe that any system for
compensating disability of any sort tends to contribute to the
degree of disability by reducing the normal economic 1incentives
for return to work. I believe that scheduled systems seem to
offer an advantage over wage loss systems inthat they
discontinue the dependency relationship between the worker and
the 1insurance company at the earliest possible opportunity. That
minimizes the effect of compensation on functional overlay and
incentives for return to work.

Scheduled systems also minimize the necessity for 1insurance
companies to maintain relatively large numbers of reserves
against the potential of future wage loss, a very expensive
proposition in the current insurance rating system. By removing
the 1interest of the claimant and his attorney to build awards
based on wage loss, substantial savings 1in costs should be
realized. By discontinuing the relationship with the 1insurance
company_at the earliest possible time, the claimant will also
discontinue his relationship with his attorney sooner, thus
reducing litigation (which 1 believe will be heavy at first.)

Despite the critics and actuarial reports, | know that while the
currently scheduled awards may increase, the unscheduled awards

will decrease and be more predictable. Please give every
consideration to supporting this bill.

Yours truly,

Marjori”~T. Linder, M.A., CRC, CIRS
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AORTHERN REHABILITATION SER VICES, INC

4325 Laurel, Suite 103
Anchorage, Alaska 99508
(907) 561-3162

March 10, 1988

House Judiciary Committee
Mr. John Sund, Chairman
Post Office Box "V"
Juneau, Alaska 99811

Re: Rehabilitation of Injured Workers
Bill #322

Dear Mr. Sund:

Northern Rehabilitation Services (NRS) is a private firm offering a variety of
vocational rehabilitation services to industrially injured persons throughout
the state of Alaska. Over the past 12 months, many interested parties have
asked Northern Rehabilitation Services (NRS) what our position is concerning

rehabilitation of the injured worker. This correspondence will act as a
position paper, outlining thoughts and beliefs regarding how to establish a
more cost effective system. In an effort to remain objective, and due to the
sensitivity of this issue, NRS has not previously taken a position; however,

as we come closer to legislative endorsement and approval of new rehabilit—
ation proposals, NRS has become increasingly concerned with the proposed

changes in rehabilitation of the injured worker.

NRS agrees that changes need to be made in Worker®s Compensation, and more
specifically, rehabilitation of the injured worker. WCCA has spent time and
effort establishing a new system within Worker®s Compensation, and those
efforts to make changes should be cortmended. NRS does not intend to criticize
WXA*"s proposal for changes in rehabilitation; however, after reviewing the
most recent proposal, NRS is unable to endorse it. This statement comes
primarily from two main issues: eligibility determination for rehabilitation;
and voluntary vs mandatory rehabilitation.

WCCA®"s proposal states eligibility for rehabilitation services as follows:
"An employee shall be eligible for rehabilitation benefits upon his written
request by having physical capacities predicted to be permanent by a physician
which are less than the physical demands of the job as described in the U.S.
Department of Labor®s "selective characteristics of occupations defined in the
Dictionary of Occupational Titles" for:

1. Job at the time of injury.

2. Other jobs the injured worker has held within the past ten years that
he/she canphysically handle according to specific vocationalprepara—
tion codesas described by the C.lassification of Jobs 1C0J3)."

While the above eligibility definition may appear to be quite structured, its
validity i1s rather weak. It is NRS"s experience that the 00J is adequate at
best in determining the physical requirements of occupations, and is limited
in vocations specific to Alaska. Often the COJ may underestimate the physical

103 E. Holly. Sle. 308 232 Second Slreel Graehl
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requirements of the job; therefore, if this approach is ut.ilized, the accuracy
factor may be only fair. At the present time, an on site job analysis is
performed of the person®s position at the time of injury, and/or transferable
skills he/she may have that could be used to return than to suitable gainful
employment. It is felt this approach more accurately determines the physical
requirements. The rehabilitation counselor can assess the physical capacities
of the job at the job site.

The ether 1issue of determining eligibility for rehabilitation is that of using
the treating physician®s statement of the client®s physical capacities.
Physicians do not enjoy conpleting physical capacities evaluation (PCE) forms.
If, and when a physician fills out a PCE, they will generally consult with the
injured worker, and essentially complete the form iIn a subjective manner,
making 1t more difficult for the rehabilitation counselor to establish a
Vocational Rehabilitation Services Plan (VRSP), following through with the
requirements of suitable gainful employment.

It has always been NRS"s position that an occupational/physical therapist is
more qualified to determine an injured claimant®s physical capacities. The
Alaska chapter of the American Physical Therapy Association and American
Therapy Association have organized a committee which strives to establish
standards on how best to evaluate Worker®"s Compensation claimants to determine
their true physical capacities iIn an objective manner. By utilizing occupa-
tional/physical therapists, the system would avoid subjective information and
in turn save time and money for insurance companies that have been ‘'chasing
their tails” trying to work with physicians on this issue.

The eligibility statement also discusses the issue of returning an injured
person to work within 60% or more of the wages he/she was earning at the time
of injury, i.e., if an individual was earning $20.00 per hour ($3360.00/month)
at the time of injury and a transferable skill is identified that will provide
the injured person an hourly rate of $12.00 ($2016.00/month), he/she would not
be eligible for rehabilitation services. When looking at that difference, it
is NRS"s belief that a loss of $8.00 per hour ($1344.00/month) 1is quite
drastic. Based on experience, NRS is of the opinion that most people could
not handle such a reduction in salary. Conversely, the seasonal employee or
an injured worker obtaining a position whose salary far exceeds their usual
earning capacity would greatly benefit. Using an individuals average weekly
wage would be more in line with their current life style and financial
commitments when assessing transferable skills and/or a new vocational
objective.

It has also been noted that the new rehabilitation proposal states the injured
person and/or employer may make a request for an eligibility evaluation. The
word "may" 1is interpreted by NRS to mean eligibility evaluations may never
happen. How is the injured worker provided the necessary information regard—
ing rehabilitation? If the injured person is not provided with this informa—
tion, and it is left up to the employer to make that decision, a percentage of
cases may go unserved.

Mandatory rehabilitation on the surface may appear to be a costly approach;
however, it is NRS"s opinion that early referral to rehabilitation will result



in cost savings for the insurance conpany. While this may be disagreed upon
by many people in the insurance industry, a study conducted by NRS substan—
tiates early referral to be the most cost effective method.

IT a sound eligibility determination is implemented, injured worker®s who do
not need rehabilitation services would be eliminated from the system. The
injured workers who require the service should be referred immediately to
rehabilitation. NRS receives many referrals where the injured person has been
off work for more than a year. When that injured worker 1is finally referred
to rehabilitation, they are so bitter and angry that the rehabilitation
specialist has difficulty establishing a positive working relationship.
Generally, the injured worker who has been off work for more than a year is In
financial jeopardy, often depressed, lacks motivation, and will play a passive
role in cooperation with rehabilitation.

Based on past experience, the following issues are often present:

1. The claimant has made a decision inhis/her mind that they are going
to "get even" with the insurance company.

2. The claimant has become comfortable with compensation benefits, and
consequently will not make an effort to return to gainful employment,
especially 1f a significant loss of wage earning is identified.

3. The claimant becomes dependent upon the system and, therefore,
overreacts to the injury when interacting with the physician regarding
physical capabilities.

IT the iInsurance company is given authority to make referrals on a voluntary
basis, a portion of the injured workers who would benefit from services may be
denied the right to rehabilitation. It will be those cases where the iInsu—
rance adjuster may influence the claim by conducting "piece work™ rehabilita—
tion. The final result is a hostile injured worker with no end in sight for
resolving the claim or returning to gainful employment as a productive member
of society.

It is because of the above two issues that NRS is unable to specifically
endorse WOCA®"s rehabilitation proposal. It has always been NRS"s position
that our present rehabilitation law (.041) be preserved with the necessary
changes. Resolutions to the present rehabilitation law should be implemented
and monitored by a committee of insurance personnel, employers, doctors,
attorneys and rehabilitation specialists. These professionals should be
appointed for a period of two years and statistics maintained for future

recommendations and revisions.

What needs to be absolutely avoided is the "Pendulum Affect.” If we eliminate
our present law (.041) and establish a totally new law, the pendulum, in
essence, will swing from the one extreme to the other. A new law will have
problems that will also need to be changed and Ilitigated. It is NRS"s
position that the industry should work with what is now available and make it
more effective.



The professional staff at NRS has many years of experience working in the
field of Worker®"s Conpensation. With that experience, and under the .041
guidelines, the following concerns continue to arise:

1. What constitutes a reasonable labor market?

2. How does one deal with a change in the labor market due to economic
instability when a Vocational Rehabilitation Services Plan is success—
fully completed?

3. What constitutes non-cooperation?

4. How much time 1is needed to train injured persons 1In appropriate
occupations?

5. How does one deal with "doctor shopping”, or physicians that refuse to
cooperate with the rehabilitation process?

6. What can one do to effectively obtain an appropriate physical capaci—
ties evaluation form?

7.  What 1s the definition of suitable gainful enployment?

8. Is there a better way of resolving claims "/hen an 1injured worker
establishes a goal that goes beyond the .041 training time require—
ments (74 weeks)?

9. When an injured worker wants to resolve a claim, 1S unnecessary
litigation required to obtain that result?

10. How can situations be avoided where the 1insurance company may not
support the rehabilitation provider®s recommendations; consequently,
they hire and fire specialists until one 1is found to endorse their
concept of what they feel is appropriate rehabilitation?

The above 1issues need to be addressed within our present .041 rehabilitation
system. It is strongly felt that the rehabilitation community is aware of the
problems and may have recommendations to resolve them. Why has it become
apparent that most persons with interests in Worker®s Compensation want
nothing to do with rehabilitation?

Because costs have increased over the years in Worker®s Compensation, 1t 1is
more important than ever that all parties objectively establish a sound
Worker*s Compensation Rehabilitation Program.

HiLS has gathered statistical data in the past two years to identify the
outcome of claims referred to our office for rehabilitation services. After
reviewing the data, one may determine that the results were cost effective;
however, a percentage of cases were closed through compromise and release.
Certain individuals are not willing to accept the time frames rehabilitation
has to offer within our present system. There should be a more effective way
of resolving a claim that is heading towards an agreed upon conclusion.



There have been positive results in rehabilitation within NRS, as well as
other rehabilitation firms in the Anchorage community over the past four
years. Due to greatly increased costs in Worker®s Compensation over the
years, it is important that all parties involved within the system avoid
emotional reaction. Granted, there are problems within each profession, but
instead of dealing with a negative approach, we should deal with change in a
positive manner and work with each other to arrive at resolutions. Objec—
tivity and professionalism, with good common sense, are necessary to establish
a sound program that is fair to all parties.

IT an individual reading this letter iIs iInterested in speaking with a rehabil—
Itation specialist regarding their concerns, please do not hesitate to contact

NRS at the above number or contact the Executive Board of the Alaska National

Association fcr Rehabilitation Professionals in the Private Sector.

Respectfully submitted,

Carol Jacobsen, R.N.,C.R.R.N
Certified Rehabilitation Registered N-jcse

EM:gm
2173



SECTION A.S.
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23.30.095(a):

DELETE underlined passage beginning page 12, line
7 through line 11, starting with "The employee™.

RATIONALE: This passage is objectionable for
several reasons:
(@) Dbecause there i1s an insufficient
definition of "attending physician";
(b) Dbecause there 1is an insufficient
definition of "specialist”;
(c) because there is no indication of when
a physician becomes an "attending” physician
as opposed to an examining or consulting
physician; and,
(d) because there is no real indication of how

a choice of a different specialty is treated.
For instance, 1f employee®s attending
physician is a GP and he has a broken leg

and decides that a orthopedist would be better
able to treat him, does that decision count
as a change? Or, the employee has a lower
back injury, choses to try an osteopath or a.
chiropractor instead of his GP, does that
decision count as a change when he 1s not
merely changing from one doctor to another
but i1s actually seeking a different type

of treatment?

If the passage must remain in, here 1S a suggested
change:

The employee may not make more than one
change of attending physician within
the employee®s attending physician®s
discipline or speciality without the
written consent of the employer.
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We would suggest that A.S. 23.30.265 be amended to
include the following definitions.

An attending physician is the physician
of the patient"s choice responsible for
the provisions of primary health care.

A specialist is a physician to whom the
patient i1s referred by the attending phy—
sician for the provision of secondary
care and/or consultation.

Keep language that will be deleted (bracketed langauge on
page 12, line 11 through line 13). There does not appear
to be any justification for taking away the boards
authority to make exceptions to this rule in the
appropriate cases.

Amend the language in the next sentence, page 12, line
13, starting "Upon procuring”™ to read:

Upon procuring the services of an attending
physician, etc.

A.S. 23.30.095(c):

DELETE the added language (underlined and appearing
on page 13, line 2 through line 13).

RATIONALE: This passage is 1ll considered:

(a) Dbecause there is no definition of what is
considered '"continuing and multiple treatments"
and health care providers must necessarily guess;

(b) because there is no designation of who will
approve the plan and what standards will be
employed and upon what facts or basis the
review v/ill rest;

(c) because the process of review will occur
simultaneously with the provision of treatment
and, according to the current language, the
health care provider must bear the financial
risk of disapproval;



(d) Dbecause there are no provisions for amendment
of the plan should the need arise; and,

(e) because the provision imposes maximum limits
arbitrarily.

Generally, 1t appears to us that these provisions will pro—
bably result in an increase in litigation and resulting costs
rather that a decrease since so much is left unstated.

IT the reason for this amendment is to guard againstunreaso—
nable or unnecessary treatment, there are already regulations 1in
place and the employer can, with most health care professions,
submit perceived abuses to the appropriate peer review commit—
tees .

If the reason for this provision is, as some of our members
strongly suspect, an indirect attack onChiropractic, i1t is-not
in fact cost effective and iIs, to say the least, discriminatory.

SECTION A.S. 23.30.95(e):

(1) Proposed amendment deleting requirement that examining
physician be authorized to practice is Inappropriate
and suspect. Therefore, bracketed section on page 13>
line 18 through line 19, should be RETAINED.

How 1s either the Board or the employee able to rely
upon the competence of a report or examination 1if
there 1s no requirement that the physician doing the
examining be appropriately licensed? Does the
legislature really intend to require that the employee
must submit to an examination by someone who may not
be cap"able of meeting license requirements?

(2) The creation of a presumption of reasonableness
of requiring examinations every 30 days appears
to be irrational. It seems obvious that the
added language could easily be used by the employer
to harass an employee in cases where either (1)
the condition is stable enough that monthly
examinations are unnecessary, and/or the examination
technique used is painful and the likelihood of
substantial changes in condition would not, in the
absence of an adversary relationship, be normally
considered justified. |In addition, should the employee
not be able to work at his/her old job, a requirement
for monthly examinations by the former employer®s
doctor may well interfere with the ability of
the employee to secure other employment.



(3) Although there are fairly draconian provisions
within this section for employee non-cooperation,
there are no provisions for (i) advance (reasonable)
notice requirement by the employer; or, (i1) a
means by which the employee can contest the
necessity and/or reasonableness of the monthly
examinations prior to their imposition.

SECTION A.S. 23.30.95(fF);
DELETE (UNDERLINED) changes.
AMEND® LANGUAGE

RATIONALE: The present section, prior to amendment, limited
fees charged for medical treatment and services to charges
that generally prevailed in the community. (See bracketed
section™ page 14, lines 18 through 19). The new section
(underlined, page 14, line 20 through line 22) adds to the
Board®"s responsibility the necessity to determine whether or
not the charge, which may well be customary in the community,
is reasonable (underlined)..

That being true, the phrase that the Board may regulate
fees and charges contained within this section would become a
reality since the Board would have authority under this sec—
tion to override free market considerations, including local
economics and the effects of local competition and declare
that charges that were in fact usual and customary but, in
the Board"s opinion, unreasonable.

The proposed change is actually unnecessary since nor—
mal free enterprise processes supply reasonableness of price
through market place competition.

The purposes behind this section are two-fold. First,
the legislature is rightly concerned over the incurring costs
of workmens® compensation insurance to employers. Second,
paying inappropriately high charges to a physician will
encourage bias that inevitably leads to increased litigation.
Assuming that these provisions are laudatory, the measure
only goes half way in treating the problems. The other half
of the costs associated with workmens®™ compensation cases
arises from the pé&hysician retained by the employers to exa—
mine the employeess. The costs associated with those physi—
cians contribute to the burgeoning costs of insurance in the
same manner as those of the employer®s physician.
Additionally, the issues of bias for over compensated physi—
cians are not confined to either side.



Finally, the present language limits comparison to an
obviously vague and confusing standard of "treatment of
injured persons of "like standard of being”. That portion
should have the confusing language removed. Therefore, we
suggest that the language of A.S. 23.30.095(f) be as follows:

All fees and charges for treatment, service or
examinations by physicians for either party should
be limited to charges that prevail in the same com—
munity for similar treatment, services or examina—
tion of injured persons and shall be subject to
regulation by the Board.

SECTION A.S. 23.30.95(1):
DELETE Changes. AMEND CURRENT LANGUAGE.

The most offensive of the added language is contained on page
14, lines 25 through 26, which allows for an out-of-state organi—
zation to advise the Board on the appropriateness and necessity
for and costs of medical treatment of Alaskan workmen by Alaskan
physicians. A host of questions arise by this wording. IT an
out-of-state organization 1is appointed, how well qualified are
they to judge these issues? Could they pass the relevant Alaska
boards? Are they in fact licensed physicians/health care provi—
ders? Are they anything more than claim adjusters? How 1is an
out-of-state organization going to determine appropriateness of
treatment without recourse to examining the patient or taking
additional xrays or additional studies? why is an out-of-state
organization needed when there are peer review committees set up
within the various disciplines for these purposes now?

Regarding costs, once again, how is an out-of-state organiza—
tion going to determine appropriate levels of costs? If for
instance, the person making the determination on appropriateness
of costs lives in and is familiar with medical costs in some
small town in Illinois, will that familiarity influence the
advice he gives to the Board on treatment rendered in Alaska
where the cost of everything is higher?

Based upon the recommendations that are made to the Board,
the Board will be determining whether an employer should pay a
bill for services that have already been rendered. Because it
has the power to approve of the withholding of payment, the
employee and the local physician in Alaska rendering treatment to
him 1s at a distinct disadvantage in challenging the advice of an
out-of-state organization.



IT the advice is unsound, but because of economics, remains
unchallenged, the Board"s decision will eventually begin to
influence the manner in which Alaskan physicians treat injured
workmen since their choices will essentially be to either adopt
an approved (but unsound) procedure or to refuse to treat the
injured workman. Additionally, injured employees may not seek
appropriate treatment since they might end up having to pay for
it themselves, which will either add to the term of the injury or
begin to increase costs of employee medical insurance plans.

We suggest the following language REPLACE Section ():

The board may appoint a medical services review
board consisting of physicians licensed in the
state and employer and employee representatives to
assist and advise the Board in matters involving
the costs of health care services. The medical
services advisory board shall conduct anonymous
surveys birannually to determine usual and customary
costs of treatment and procedures, and in the case
of unusual situations, may conduct special surveys
to determine usual and customary costs for treat—
ment of procedures not normally encountered. If
the Board shall determine that a physician or
health care provider has 1inappropriately or unne—
cessarily provided treatment, or has habitually and
substantially exceeded the usual and customary
charges in the community in which treatment was
rendered, the committee shall refer the matter to
the peer review committee of the health care provi—
der®s discipline and advise the Board to disapprove
the charges 1in question.

SECTION A.S.23.730.095(k) :
(1) AMEND proposed language.

RATIONALE: The clear import of this section is to pro—

vide the Board with an independent source to turn to when a
dispute arises between the parties®™ experts. Unfortunately,
the proposed section as i1t"s presently worded does not go far
enough to insure the independence of the source. Addition—
ally, it fails to guard against "apples and oranges™ com—
parisons that so often create or increase litigation before
the Board. Finally, the proposed section creates an
inappropriately limited standard of review which is incon—
sistent with current diagnostic techniques.



First, in order to insure the independence of the
review, the selection of a physician or health care provider
should be from a rotating list so that there can be no
question as to impartiality in the selection process.

Second, both parties should have the right to object to
one selection within a reasonable time period so that
questions of bias may be minimized.

Third, the lists that are resorted to by the Board
should be kept by discipline and specialty and the selection
made should conform to the discipline or specialty of the
health -care provider of the employee. Otherwise, there is
every likelithood that the Board will become embroiled in
jurisdictional disputes between disciplines and specialties
that will provide no meaningful comparison.

Fourth, limiting the standard required to overcome, the
presumption to objective evidence deselects critical subjec—
tive findings that often times form the backbone of a valid
diagnosis.

Fifth, although shielding the irdependent physician from
liability for ordinary negligence is a good idea, making his
liability dependent upon proving fraud goes too far. As a
result, it is our feeling that the limits of liability should
extend to fraud®"s cousin, misrepresentation, and to gross
negligence in order to ensure an appropriate level of
reliability in the findings- of the independent physicians.

We would suggest the following language be substituted for
the proposed language:

In the event of a dispute regarding determinations
of cassation, stability, degree of impairment,
functional capacity, the amount and efficacy of the
continuance of or necessity of treatment, or com—
pensability between the employee®s attending physi—
cian and the employer®s medical evaluation, an
independent medical evaluation shall be conducted

by a physician or physicians of the same discipline
and specialty of the employee®s attending physi—
cian.

Such physicians shall be licensed in the State of
Alaska or the state that treatment was rendered and
selected from a list established with the aid and
advice of the medical advisory board, and main—
tained by the Board. Both the employee and
employer shall have the right to challenge one



appointment. In the event of a challenge, the next
physician on the list will be appointed. The con—
tents of the list and the order of i1ts contents
shall be kept confidential by the Board. The
report of the independent medical examiner shall be
furnished to the Board and both parties within 14
days after the examination is concluded. The opi—
nion of the independent medical examiner shall, in
the absence of clear and convincing evidence to the
contrary, be presumed to be correct. A person may
not seek damages from an independent medical exa—
mine caused by the rendering of an opinion or pro-
viu~rg testimony under this subsection, except in
the case of fraud, misrepresentation or gross
negligence.

SECTION A.S. 23.30.155(C):
DELETE Added language.

RATIONALE: As will be explained more fully when Subsection
(m) is discussed, the exception being grafted onto this sec—
tion 1s, in essence, gutting the penalty provisions by
allowing an employer to escape the penalties by simply per—
forming once a year ministerial acts that have nothing to do
with the merits of a particular controversion, or for that
matter, to do with a habitual practice of unjustifiably
controverting employee claims. As a result, it is our
suggestion that the amenditory language be deleted.

SECTION A.S. 23.30.155(m):
DELETE changes.

RATIONALE: This section as it is proposed, essentially
vacates the penalty provisions in subsection (c¢) by allowing
an employer to avoid penalties for failure to timely notify
the employee and the board of changes it unilaterally makes
to the employee®s compensation, or whether or not the
employer intends to controvert at all. In essence this pro—
vision allows, on a sliding scale, an employer to escape
substantial penalties 1f it performs the ministerial acts
that, under the present and proposed statute, it must per—
form.

For the employee who is caught within the exception®
parameters, however, there is little relief. If the filing
requirements did not incorporate notifications to the
employee and were, in fact, only ministerial, there might be



some justification for the proposal, although i1t is not
readily apparent even in that situation. However, the
reports do require notification to the employee and, in the
absence of receiving timely reports, the employee may well
make decisions that he might not should he receive a timely
notification that the employer was either going to contro—
vert, suspend or terminate his compensation. In essence
then, the employer 1is, according to this section, allowed to
escape penalties for failing to comply with the employee
notification provisions in Subsection (c).

SECTIONS A.S. 23.30.185, A.S. 23.30.200:

DELETE proposed language unless the term medical stability
Is changed as noted below.

RATIONALE: Obviously, the employers and their carriers are
seeking to place a limit upon TTD and TPD payments. However,
they are basing the proposed limit upon an unrealistic and
unfair standard, "medical stability”. As will be
demonstrated below, the definition for the term "medical
stability” 1is suspect.

SECTION A.S. 23.30.265 (34):

AMEND proposed language.

RATIONALE: * According to the proposed language, an employee®s
medical condition is "stable" after the date that no further
objectively measurable Improvement is reasonably expected to
result from additional medical care or treatment. This defi—
nition has several flaws.

The section is used in conjunction with two other sections,
AS 23.30.185 and AS 23.30.200 which deal with payments for
temporary disability records to those sections, payments will
be cut off once medical stability is reached. Therefore, for
both parties the definition of medical stability becomes
paramount. However, under AS 23.30.265(34) the definition is
highly suspect. According to the proposed language, medical
stability i1s measured solely upon the question of whether
further care or treatments will result in improvement and
specifically disallows consideration of improvement generated
by the natural healing process of time. Therefore, it 1is



easily conceivable that an injured employee who 1s tem—
porarily disabled and unable to be gainfully employed, and
who will get better over time, would lose his temporary
benefits because the health care providers could not provide
treatment or care that would improve upon the natural healing
process. In essence, the injured employee would be penalized
because of the impotence of current science to help him.

Second, once again the standards for making the deter—
mination based solely upon objective findings when modern
diagnostic techniques use a combination of objective and
subjective techniques. As a result, the employee and all of
the physicians coming into contact with him are artificially
limited to decision making that bears no relationship to how
medical decisions are normally made.

SECTION ENTITLED LEGISLATIVE INTENT, SUBSECTION (b):
AMEND proposed language.

RATIONALE: In decreeing that the Board has increased powers,
there must be some authority for decision making concerning
his medical treatment left to the injured employee.
Therefore, there should be some provision contained within
the statute that it is not the legislature®s intent that the
employee®s right to chose who his health care provider will
be will not be restricted unreasonably.

We suggest that the following language be added to sub-—
section (b):

With the exception of the provisions contained
in A.S. 23.30.095(a), nothing contained

within this section shall empower either the
board or any party to interfer with or

infringe upon the employee™s right to select
the type of health care and the person to pro—
vide it for the treatment of his iInjuries.

Any employer or its representative that viola—
tes this section is guilty of practicing
discrimation against the employee and subject
to the provisions of A.S. 23.30.247.



Miscellaneous: | didn"t have a chance yet to gratf in some
changes that will try to limit what the employer/insurance carri—
ers pay for their expert. 1 also need to go through the IME lan—
guage dealing with the experts hired directly by the employers to
perform examinations and try to exclude references to that proc—
ess as an IME since the employer®s experts are no more
"independent” than the employee®s experts. [1"1l1 try to complete
those tasks by tomorrow.

I didn"t do a cheat sheet yet but will be prepared to ver—
bally discuss the manner in which the testimony will be presented

at our meeting and, i1f it is felt that a sheet would be helpful,
"1l prepare and deliver one to you.

PLD
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541 WEST 36TH AVENUE. ANCHORAGE. ALASKA 99503-5899. (907) 561-1222

February 28, 1988

Representative John Sund
P.0. Box V
Juneau, AK 99811

RE:PROPOSED WORKERS® COMPENSATION LEGISLATION (H.B.352/S.B.322)

Dear Representative Sund,

Your time 1is precious and valuable; hence I will keep my remarks
as brief as possible.As you attend to the vital task of
organizing and running state affairs, and bringing about economic
recovery, I feel that you should be aware of the following
information.

H.B. 352 and S.B. 322 are NOT likely tobenefit the injured worker
as they claimto do. The language utilized 1is cleverly written to

protect the interests of MANAGEMENT. It 1s legislation that 1is
clearly out of balaP.CE—«- The labor participation during the
drafting stage ("Task Force"™) therefore appears to be of

"mysterious" significance and value.

The proposed legislation places few controls on insurance carriers
but many on the health care providers. This bill 1is conspicuous 1in
nature, 1iIn that 1insurance carriers are given NO guidance to pay
health care providers on a timely basis and NO authority is
provided for a FINANCE CHARGE AND/OR PENALTY tobe levied on an
insurance carrier when a delinquency occurs. The "Board"
recommends payment within 15 days, but experience and statistics
show that payment 1is usually made many months later, after an
exercise in collection procedures has transpired!

To perpetuate the free enterprise system and therefore encourage
competition Dbetween the various health care providers (best
procedure to decrease costs) 1t 1s essential to keep the
professions "distinct and unique"™ untothemselves. (Naturally
inter-professional relationships would be encouraged.) In keeping
with the American way, 1t is recommended that EACH PROFESSION DOES
ITS OM [INDEPENDENT MEDICAL EXAMINATIONS (I.M.E.).

It should specifically be noted that Chiropractors take care
probably of the majority of neuro-musculoskeletal (neck and back)
injuries. The proposed legislation, supported by the Alaska
Medical Association. iIs designed to move patient care from the
Chiropractic model to the MEDICAL MODEL. Research over many years,
utilizing tens of thousands of patient studies, has concluded that
CHIROPRACTIC 1S COST-EFFECTIVE OVER MEDICINE 1in treating these

A Reputation for Excellence
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injuries. Is 1t logical therefore to embrace a more costly approach
when trying to save money? Furthermore, extensive documented

research reveals that WORK TIME LOSS can be significantly decreased
utilizing the CHIROPRACTIC approachl

The history of medicines®™ activities cannot be ignored .. . even
though Chiropractors would like to "move on positively” into the
future. In 1972, the Alaska Medical Association supported
legislation to ELIMINATE CHIROPRACTIC on the basis that 1t was
"QUACKERY.™ In 1987, the A_.M.A., the American College of Surgeons
and American College of Radiology were all found guilty, in the
United States District Court, of CONSPIRACY TO DESTROY THE

CHIROPRACTIC PROFESSION. It should therefore come as no surprise
that Chiropractors are '"sensitive" whenever a situation requires
medical co-operation . . . such as I.M.E."s performed on

Chiropractic patients by medical doctors!

Please be aware that at the "practical field level™ I1.M.E."s are
"devices" frequently utilized by insurance carriers to interfere and
disrupt Chiropractic care. These I.M.E."s are almost always done by
medica] doctors (orthopedic surgeons not educated or trained 1in

Chiropractic Methodology.) In my extensive practice experience |
have never seen a patient under medical care receive an I.M.E. by a
Chiropractor! It seems only reasonable that a professional trained

in a particular specialty should evaluate treatment within that
specialty. Does a neurologist suggest a patient should seek a second
opinion from a pediatrician? It should also be noted the I.M.E."s
performed by MEDICAL DOCTORS usually take about 15 minutes of the

physicians®™ time (an average time according to patients) and COST
about $500. This professional fee also EXCLUDES diagnostic studies
like x-rays, CAT-scans etc. The present and proposed [I.M.E.

procedure simply perpetuates DISCRIMINATION and elevates COSTS!

I am the elected Western Regional Director for the International
Chiropractors Association, representing the Chiropractors in Alaska,
Washington, Oregon, Idaho, Montana, Wyoming, California, Utah,
Arizona, Nevada and Hawaii, and have practiced continuously 1in

Anchorage for 17 years. In the 1interest of "fairness and
economics,”™ you are requested to please research and evaluate the
Issues raised by the Alaska Chiropractors. The Alaska Chiropractic

profession, its legal counsel, and lobbyist Mitch Gravo, Esq. are
willing to participate in discussions that will mature into laws
that are fair to all parties concerned.

I request that you consider the following <criteria and proposed
amendments, and that they become, at the least, minimum requirements
for an acceptable workers®™ compensation bill.

* The i1njured worker receives fair benefits and
compensation;
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* The insurance industry guarantees a 20% reduction in
premiums for at least a two year period (premium increase
only upon the objective display of need);

* |.M.E.'s are performed by the same type of licensed
health care provider as the treating doctor;

*  The health care providers are paid Dby the insurance
carriers within 30 days and a legally enforceable finance
pharge to prevail thereafter. A penalty clause should be
invoked for habitual offenders and for other irresponsible
actions;

* That injured workers are re]garded as imPortant
individuals and treated as such. he obligation for the
physician should be to provide only "necessary care" and not
categorize individuals under a health care delivery system
that demands or forces upon people a pre-determined Vvisit
structure; &The Medical and Chiropractic professions already
have  PEE REVIEW panels in existance to control
"utilization.")

* That health care providers charge only "reasonable fees"
for services provided; (The fee profile to he documented by
a skilled person [statistician] for specific geographic
areas in Alaska and updated ‘on a quarterly Dbasis. An
independent audit of the fee profiles Is also essential for

the maintenance of accuracy.)

* That  non-licensed healthcare providers (usually
insurance adjusters, etc.) NOT be given the authority to
approve or reject "TREATMENT PLANS," on the basis of having
insufficient Medical/Chiropractic experience and knowledge;

The ultimate solution, which has not been addressed inthe proposed
legislation, is to PREVENT the industrialaccident from happening in
the first placel According to an article in the "Anchorage Times,"
which appeared on February 22, 1988, the following is true: "...as
-that. pays__iilgxs _aliss.tios to iiie.

. _ _ra.'t._eSA." This same newspaper
article claims that a safety program reduced a construction firms'
annual premium...and furthermore resulted in a REBATE of §110,000
T(that the insurance company reimbursed to the construction company).
he CORE ANSWER to the Alaska workers' compensation situation could
be found in placing emphasis on SAFETY PROGRAMS which could imply a
drastic departure from the present version of H.B. 352 and S.B. 322.

Thank you for taking the time to acquire insight into the “other



side of the story." We, as Chiropractors, are positive that by the
implementation of the above stated ideas, we can improve the system
for all parties concerned and furthermore help Alaska to get back on

its "financial feet" by helping  business (employers) to pay
reasonable workers' comperisation préemiums again.

Sincerely,
IRELAND CLINIC OF CHIROPRACTIC, A.P.C.

Trevor V. lrelam ., F.PCW. FPA.C

TVI/dld

|a:1tt(|:'h: Anchorage TIMES article "Firm Funds Safety Cut Workers' Comp.
ee

P.S. Cost effective research studies, Court decisions, etc. are
available upon request.
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541 WEST 36TH AVENUE. ANCHORAGE, ALASKA 99503-5899, (907) 561-1222

March 3, 1988

JIMu ~ hi
Representative John Sund
P.O. Box V
Juneau, AK 99811

Re: Proposed Workers'" Compensation Legislation (HB 352/SB 322)

Dec.r Representative Sund

As  the  Western Regional Director for the International
Chiropractors Association, | feel obligated to express my
opinion pertaining to the proposed workers' compensation
legislation,

The proposed Ie%islation, in a_subtle manner, moves _the
Chiropractic model of health care into the MEDICAL model. This
"movement” is likely to ELEVATE COSTS hecause numerous studies
hage _proven Chiropractic care to be cost-effective over
medicine.

Medicine has Iong relied on the "dia%nosﬂc and objective"
approach in providing health care. This approach typically
entails many x-ray studies, CAT-scans, M.R.I.'s etc... all of
which are COSTLY

Chiropractic care, in contrast to medical care, has emphasized
a  "hands-on" approach with a blending of objective and
subjective findings. (Subjective findings are those elements
such as the feeling of pain, headache etc.)

Chiropractors understand neck and back problems Erobably bett
than anyone else. They also understand that BACK and NECK PA
CAN EXIST WITHOUT OBJECTIVE DOCUMENTATION.

er
IN

HB. 352 and S.B. 322 insists u;on "objective" documentation.
Should these bills become law it is reasonable to assume that
ALL health care providers will be FORCED to perform additional
COSTLY tests and procedures to PROVE that the care rendered was
necessary.

RECOMMENDATION: Necessary care may  be rendered when
"subjective" and/or "objective" findings are
demonstrated. (Psycho-somatic observations and
malingerer tests should he utilized by the
physician to eliminate non-compensable type
conditions.)

A Reputation for Excellence



Thank you for taking the time to note our Chiropractic
concerns.

Sincerely,

IRELAND CLINIC QF,CHIROPRACTIC, A.P.C.
*

J x m c r Jok g m k

Trevor V. Ireland, D.C., F.I.C.A., F.P.C.W., F.P.A.C.
TVIImli

PLEASE NOTE: Additional information available upon request.
Please refer to "Information Package" forwarded to you dated
February 28, 1988,
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541 WEST 36TH AVENUE, ANCHORAGE, ALASKA 99503-5899, (907) 561-1232

March 9, 1988

Representative John Sund
P.O.Box V
Juneau, AK 99811

RE: Propjsed Workers' Compensation Legislation (HB352/SB322)

Dear Representative Sund,

| have practiced in Anchorage for almost 17 years. It is apparent
that we need workers' compensation reform in Alaska. Tle proposed
Ioet(n;ésrlsatlon unfortunately corrects some problems, but CREATES

The most visible problem, at least to Chiropractors, is the
subtle language utilized to move the practice of Chlropractlc
into the MEDICAL MODEL of Eractlce Study after study has proven
Chiropractic to be COST-EFFECTIVE over medicinel (As referenced
in "Information Package" forwarded to you February 28, 1988.)

Having medical doctors evaluating Chiropractic patients is like
having plumbers evaluatlng electricians work. Independent Medical
Examinations (I.M.E.'s) usually provide the medical doctor with a
“classroom setting" to discuss  their anti- CherEractlc
feelings...and seldom result in the clinical merits of the case
being adequately evaluated!

Chiropractors are collectively "upset” when the vast majority of
.M .E.'s, performed by medical doctors claim "The care s

unnecessary,” "The care is palliative," "The care is hindering
your progress, "The care s actually causing you additional
injury, etc. These misleading and inaccurate statements are

encountered so frequently that manK Chiropractors feel that
certain medical (I.M.E.) doctors have ONLY these findings
programmed into their word processors!

Chiropractors have complained about the situation for many years.
On August 27, 1987, the United States District Court in Chicago
found ~ the American Medical Association, American College of
Surgeons, and the American College of Radiology guilty of
conspiring to destroy the nations' Chiropractic practice.

In view of this court decision, it is apparent that there may be
more to the I|.M.E. situetion than meets the eye!

A Reputation for Excellence



RECOMMENDATION: Require that each licensed health care profession
perforin itsl OWN |.M .E.'s.

Sincerely,
IRELAND CLINIC OF CHIROPRACTIC, i;P.C.

S tiw [ I J.Jhonltum
Trevor V. Ireland, D.C., F.I.C.A., F.P.C.W., F.P.C.A.

TVIImli

PLEASE NOTE: Additional information available upon request.
Please refer é "Information Package" forwarded to you dated

0
February 28, 1988.
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Hirm finds safety cuts workers' comp fee

By Harry McFarland  j
Time* BuriatM Writer
The owner of a Homer construction
firm, a j110.000 rebate check from his*
insurer in hand, believes safety pro-*
grams may be a partial answer to low-'
ering the workers’ compensation insur-
ancgcrisis in Alaskal- ~ r
“It’s not uncommon to receive a re-
bate," Tony Neal, president of Neal &
Company, said Saturday. "It is uncom-
mon to receive such a large check."
Neal credits his insurance agent,

Doug Vincent of Corroon & Black, and
his insurer, Industrial Indemnity, for
helping design the safety program that
has helped reduce annual premiums.
Workers’ comp pays medical, reha-
bilitation and compensation costs to
employees injured on the job. The ben-
efits package is specified by state law
but provided by private Insurers,
whose policies are reviewed by the
Alaska Division of Insurance. All em-
ployers must carry the coverage.
Neal’s annual workers’ compensa-

tion till for 250 employees totaled
$00,000, he said, but the company,
which was established in 1974, had no
accidents. Neal started negotiating to
lower premiums for his company,
which has branch offices in Anchorage
and Guam.

Working with Vincent and Industrial
Indemnity, Neal’s company added a
safety engineer to oversee an accident
prevention program. And when the In-
dustrial Indemnity representative re-

See Safety, page B-8

Safety: Pays off

Continued from page B4
3— — =
; commends procedural changes,
. Neal said the company complies.
With the two years of rebate
mchecks, he ultimately subtracted
; $170,000 - $110,000 for 1987 and
, $60,000 for the previous year —
from his firm’s operating costs.

"A lot of the credit should go
to Industrial Indemnity,” Neal
said. “They pay a lot of attention

mto safety when a lot of Insurance
companies don’t."

Currently, the legislature is
considering a measure aimed at
lowering insurance premiums,
which have skyrocketed 42 per-
cent the past two years. Experts
say the higher premiums can be
blamed on high medical ex-
penses, permanent and partial
disability payment policies, vo-
cational rehabilitation that ends

up in confrontation and litigation
and stress at the workplace as
well as an insurance industry
that pays more attention to the"
premiums that it does Iowerlng
accident rates!

Among the proposals in the
legislature are lowered weekly
benefits for claimants living out-
side Alaska and taking steps to
stop “doctor shopping' by work-
ers looking for the medical opin-
ion they want to hear. The leg-
islation also proposes lowering
the maximum benefit.

B-6 Monday, February 22,1983 The Anchorage Times
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For Release October 14, 1987 Contact: g

ALASKAN BUSINESSES FACE 25 PERCENT INCREASE
IN WORKERS' COMPENSATION INSURANCE RATES

Alaskan businesses will be faced with an average 25
percent rate increase in the cost of workers' compensation
insurance effective January 1, 1988, according to the director
of the state Division of Insurance, John George. George made
the announcement at a recent seminar sponsored by the Workers'
Compensation Committee of Alaska.

Employers are-required by law to carry workers'
compensation insurance to pay for the medical costs and lost
wages incurred by employees who are injured an the job.
Employees do not contribute toward the cost of the insurance.

"Based on the paid lass method of determining what the
Mb*

“workers' compensation rate increase ;will .be effective January .1,
W I'1983, the avcvage will be an increase of 25.1 percent. That's
rtop* -not good news," George said.

. ‘ The 1988 average rate is almost double the 1987 rate
e increase of 14.3 percent. In 1987 industries such as
_construction, manufacturing and oil and gas experienced
increases of almost 40 percent. George says the continuing
increases are founded in losses via claims incurred by insurance
companies.

more -

Workers Tompensation Committee of Alaska, Inc., 11401 Olivwe, Anchorage, AK 99515
(907) 344-1577



"Payrolls have been going down in Alaska for the last -few
years. One would expect that the losses incurred by carriers
would also be going down," George said. The opposite is true.

George noted that workers' compensation claims totalled
$70 million in 1983, $89 million in 1984, $124 million in 19G5
and $150 million in 1986 despite a decreasing payroll base.

He said the rate hike this coming year could have been
even higher since one method of calculating rates showed Alaska
facing a 58 percent increase. "We insisted the national rating
company use the method that came up with the lowest increase,"
George stated.

He added that the Division of Insurance ran its own
calculations and predicted a 25-30 percent rate hike was
legitimate. "We're fairly confident that the 25.1 percent is a
legitimate number. It is an unfortunate number," George said.

Steve Haag, President of the Workers' Compensation
Committee of Alaska, said the rate increase is bad news far
Alaskan businesses already impacted by slow economic growth.
"Without a doubt | can say some of the businesses here today
will not be here several months from now and the skyrocketing

insurance rates will be a major cause of that," Haag said.

George agreed that the rate hikes will have a negative
simpact on Alaskan employers and employees. "We recognize the
problem it is causing employers and employees. We recognize it
makes Alaskan employers non-competitive with employers in other
states who come .up and do the work with an all-states

endorsement an their policy, George stated.



George encouraged employers and employees to examine the
-factors that a-f-fect i*ates to determine if the benefits are
appropriate and if employers can legitimately afford to pay the
cost of those henefits.

"I don't think anyone wants to deprive a truly injured
worker of his due benefits," George stated, "Yet we're getting
to a point where employers just can't afford to keep paying,
insurers can't afford to keep selling insurance if they can't
charge an adequate rate and we end up at a place where you can't
have a business in Alaska employing people."

WCCA reorganized last winter after the 1987 rate increases
were announced. The organization is currently examining all
aspects.of workers' compensation law in an effort to prepare a
reform package for the legislature in 1988.

"I think this group is doing a good job of looking at the
things that go into making up the losses to see if there are
appropriate adjustments," George said. "I think it's
outstanding that we finally have gotten, the employers and-
employees together to do this."

George said the Division of Insurance would hold two
public hearings in Anchorage on the rate increases. They will
be at the Loussac library from 1-4 p.m. and 7-10 p.m. Friday,
October 23.

H # # #



For Release Contact: Steve Haag}
October 23, 1987 344-157

1988 Workers' Compensation Increases
Hardest on Oil and Gas Industry

The oil and gas industry can expect workers' compensation
insurance premium increases of as much as 68 percent beginning
January 1, 1988 according to State Division of Insurance Deputy
Director Don Koch. Koch unveiled the official increases during
two public presentations Thursday in Anchorage.

The average rate increase for all businesses will bhe about
25 percent with ranges depending on the specific type of
business. Rates are broken into four general classes with the

fallowing average and range increases:

Average Range
Oil and Gas 184, to 687.
Contracting 47. to 547
Manufacturing -147. to +367.
All Other -17. to  +437.

The rate hikes will mean Alaskan businesses will pay about
$38 million more in 1988 for workers' compensation insurance.

"This filing could not have come at a worse time," Koch
said while warning there may be more bad news in future years if
the system remains unchanged. "I have a suspicion these rates
will still be somewhat inadequate. The filing we had last year

was absolutely deficient."

Workers®™ Compensation Committee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
(907) 344-1577



Koch referred to the fact that workers' compensation
losses have more than doubled in the past four years, from $71
million in 1983 to over $150 million in 1986 despite a drop in
overall state payroll to pre-1982 levels.

The rate increase is the result of an analysis conducted
by the National Council an Compensation Insurance, an
organization responsible for analyzing insurance rates in 32
states. NCClI actuary Mark Mulvanney explained that much of the
rate increase came from workers' compensation claim experience
in the past few years.

Between 1979 and and 1986 wages in Alaska rose about 30
percent while hospital costs escalated 80 percent and other
medical service costs skyrocketed 90 percent. The most recent
year analyzed, 1986, showed medical costs inflated by 6.87. while
indemnity payments showed an inflation rate of 30.27.. Indemnity
costs include payment of wages while recovering from an injury.

"The new experience figures that came in were a lot worse
than past years. "We are seeing basically the same numbers and
types injuries but paying more for lost time and wages. A lot of
that has to do with the change in the economy in 1986,"
Mulvanney explained.

While not formally adopted by the Division of Insurance,
Koch said ha recommended that the Director of Insurance accept
the rates as adequate and not excessive nor discriminetory.

Koch explained the Division only reviews the rates to
determine if they are adequate under the current benefit system
which is administered by the Division of Workers' Compensation.
The House of Representatives Labor and Commerce Committee has
planned a public hearing in Anchorage for November 12 to review
the entire workers' compensation system and statutes. # # #
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For Release Contact: Steve Haag
January 11, 1988 344-1577

WORKERS * COMP BILL INTRODUCED TO LEGISLATURE

Legislation designed to reform Alaska ™ costly and
inefficient workers ” compensation system will be introduced to
the 1988 Legi.""lature this week. After more than a year®"s work,
mthe legislation was finalised by a joint labor-management task
force. The legislation will be introduced in both the House and
Senate by the Labor and Commerce Committees.

WCCA President Steve Haag calls the bill one of the most
important pieces of legislation lawmakers will address this
session. "With our current economy, every legitimate step to
protect businesses and jobs must be taken. Passage of this bill
as it exists, will save hundreds of jobs that will otherwise be

lost due to skyrocketing insurance rates," Haag says.

Workers® compensation insurance rates increased by an
average 25 percent effective January 1 with some industries
seeing rates jump by as much as 68 percent.

The proposed legislation makes substantial changes in
statutes regarding vocational rehabilitation services. It also
places limits on how often doctors may be consulted by a
claimant without an independent medical examination. Limits on

.charges for medical services would also be imposed.

- more -

Worker SCompensation Committee ofAlaska, Inc., 11401 Olive, Anchorage, AK 9G515



The proposed legislation would reduce the maximum weekly
compensation benefits while increasing the minimum weekly
benefits. Under the new law, benefits could be readjusted if a
claimant moved outside the state to an area with a lower cost of
living.

Haag says the bill strikes a delicate balance between the
needs of employers and employees. "1 M hopeful the legislature
will pass this bill with little amendment as it represents a
year 3 worth of negotiation and compromise. Any major change to
the bill will affect one side substantially and that could
jeopardize cooperative support that has been generated from both
sides,” Haag says.

Legislative hearings have been scheduled on the bill for
January 19 and 21 in Juneau and January 29 and February 12 in
Anchorage.

House Labor and Commerce Committee Chairman Dave Donley,
D-Anchorage, says the legislation needs to be viewed as a jobs
bill. "Employers are having to lay off employees, in part,
because of the high compensation rates and claims they have to
pay . This 1is one area where the legislature can make a positive
impact on the job situation in Alaska without spending more

money," Donley notes.

Senate Labor and Commerce Committee Chairman Tim Kelly
says legislative action on the issue could be swift. "There™
enough momentum so | think there will be a bill passed early 1in

the session,” Kelly says. it # it it

Note: A summary of the proposed legislation is attached FYI.



Workers = Comp Reform

Management Perspective by Steve Rhenberg

Workers®™ Comp Reform: An Employer ™ Perspective

For employers 1in Alaska, workers ”compensation reform 1is
not an issue of insurance but an 1issue of survival.
Skyrocketing premiums for workers ” compensation insurance have
forced many Alaskan businesses to close causing a loss of jobs

for Alaskan workers.

Within a two year period, Alaskan employers were
subjected to an increase in workers® compensation premiums 1in
excess of 42 percent and the State Division of Insurance

indicates those increases were substantially inadequate.

For the past fifteen months, 1individuals representing
Alaskan employers and labor unions met as a combined
labor-management task force to study and recommend changes in
the workers * compensation statutes. The goal of the task force
was to reduce the cost of workers ” compensation in Alaska but
not at the expense of the injured worker. The result of the

task force work is the legislation now being debated.

Workers Tompensation Committee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
(907) 344-1577



As a management representative to the task force and an
Alaskan employer, 1 believe the proposed legislation will result
in at least a 15 percent cost reduction within a short period of
time. The reduction will come from control of medical costs,
limiting vocational rehabilitation services and reduced
litigation. Additional savings will come from limitations
placed on stress related claims, reduction in the maximum weekly
benefit from 200 percent or the average weekly wage and

scheduling awards for all injuries.

In 1983 medical costs represented 25 percent of a $70
million in claims. In 1986 medical costs represented 38
percent of $150 million in claims. Currently there is no limit
to what medical providers can charge for services. Our proposal
limits medical charges to usual, customary and reasonable fees,

similar to controls used in medical insurance plans.

Medical providers would be required to establish a
written plan for treatments of a multiple or continuing
nature. However, the proposed legislation does not limit

treatment when proven to promote recovery.

To reduce "medical opinion shopping”, employers would
have to agree to a change in medical provider if an injured
worker changes more than once. The bill proposes a
cost-effective, unbiased method to settle medical disputes which

currently result in lengthy and costly litigation.



Both management and labor strongly endorsed a voluntary
vocational rehabilitation program that provides effective and

efficient services to the worker.

The proposed legislation establishes guidelines for
service providers and employer and employee responsibilities.
Rehabilitation specialists would be required to prepare written
plans establishing reasonable occupational goals that meet the
mental and physical capabilities of the injured worker. The

plan would need agreement from both employee and employer.

Rehabilitation plans would be limited to 2 years and a
maximum cost of $10,000. Plan disputes would be settled by the

workers * compensation board.

The bill proposes that compensation benefits be increased
for major disabilities but also places a cap on awards for necks

and backs, awards which now are litigated to extremes.

Temporary total disability payments would be limited to
the sooner of when the injured worker 1is deemed medically stable
or two years. Temporary partial disability benefits would end
at the time of medical stability except as provided for in a
rehabilitation plan. The goal of management and labor in
establishing limits on benefits is to create an incentive for a
worker to return to work or to seek alternative training rather

than lingering in the system.



<

An estimated thirty percent of workers®™ comp recipients
reside outside the state but collect benefits based on Alaska“"s
cost of living. The proposed bill would adjust benefits for
those recipients based upon differences in the cost of living

between Alaska and the "lower 48."

Included within the bill are provisions to bar an
employee from collecting benefits under a workers ” compensation
claim if the employee had, knowingly and willfully, falsely
represented his physical condition prior to employment. Other
provisions provide that am employee claiming stress as a work
related injury must be able to prove that such stress was

extraordinary and unusual for the employment situation.

A major consensus of both labor and management is that
the courts should not construe workers Zcomp laws in favor of
either party but should be fair and decide cases on their
individual merits and within the limits of statutes.

The major asset of any Alaskan business 1is its
employees. When an employee becomes injured through a work
related accident, immediate and adequate medical treatment
should be provided as well as adequate compensation for lost
wages while the employee is unable to work. The legislation now
before the State Senate and House will ensure that this
continues while, at the same time, making the system affordable
and thereby helping employers provide the jobs on which labor

depends. # # # # 1



Workers = Comp Reform
Labor Perspective by Robert Anders

Workers = Comp Reform: An Employee ™ Perspective

Workers  compensation should be exactly what those two
words describe. It is not lawyer, doctor, chiropractor or
vocational rehabilitation compensation. The system was designed
to compensate an injured worker for lost time and wages and to
help return an employee back to productive work. In Alaska,
that system is Tfailing.

Realizing that Alaskan employers pay an extremely high
rate for workers Z comp coverage, labor representatives worked
cooperatively with management to search for ways to lower the
cost of insurance for employers while improving the system for
injured workers. The proposed bill before the legislature
accomplishes that goal.

The process followed in preparing the current proposal
was one of give and take. Both sides brought their specific
goals and issues to the table and negotiations over very
sensitive issues became strained at points.

The end result has proven what the real meaning of
labor-management cooperation is all about. Working together to
solve problems and improve the system for both in the process
has truly resulted in a win-win situation for labor and

management.

- more -

Workers Tompensation Committee of Alaska, Inc., 11401 Olive, Anchorage, AK 99515
(907) 344-1577



From labor » perspective the bill provides many benefits.
The minimum weekly benefit will be raised from $110 to $154
while the maximum will be dropped from $1100 to $700. Labor
feels this is necessary to better provide for individuals at the
low end of the scale.

Out of 365 permanent partial disability cases in 1985,
only 11 were able to claim over $700 per week. The vast
majority of cases come at the low end. By raising minimums we
will be able to provide assistance for those who most need it.
The bill will also authorize vested pension and profit sharing
benefits to be included when determining an average weekly wage.

The changes proposed in the permanent partial disability
rating structure will significantly increase payments to the
more severly injured workers while putting reasonable time
limits on the length of time some benefits may be paid.

Employer disputes over who 1is responsible to pay claims
can cost an employee their life savings, home and possessions.
The proposed legislation would reduce the effects of those
disputes on the worker by requiring the last employer of a
worker to pay claims until a dispute is resolved. This will
ensure worker % that they are quickly and adequately
compensated.

The bill would prohibit discrimination against workers
who have fTiled workers ™ compensation claims.

Vocational rehabilitation was an area labor and
management both felt was necessary to change. The bill would
make acceptance of rehabilitation services voluntary rather than

mandatory.



First, under the present system it ™ estimated that many
of those who enter a rehabilitation plan return to their prior
occupation or an occupation of their choosing as is evidenced by
the fact that 90 percent of all compromise and release
agreements waive vocational rehabilitation.

Second, when carriers control a mandatory rehabilitation
system that ™ tied to the claims process, as is done now, there
are abuses on both sides and a lack of trust which results in
program failure.

Labor supports a voluntary program which takes service
provider selection away from the carriers and removes it from
the claims process. The end result should be more cooperation
from the injured worker and those providing rehabilitation
services, less litigation and lower costs.

The injured worker will have control over the
rehabilitation plan along with a quick method to resolve
disputes over how the plan is carried out.

Labor agreed with management that language to prevent an
avalanche of stress claims is necessary. This bill would
provide adequate guidelines necessary to make these
determinations. Without this preventative measure, we e going
to see the floodgates to stress claims open causing further rate
hikes and lost jobs.

Labor also supports denial of benefits to an employee who
knowingly misrepresents his physical condition prior to
employment. If an employee withholds information, he could be
endangering himself or others since i1t ™ not known what duties

that employee may be required to perform.



Labor®s belief in supporting these and other changes is
that a greater portion of worker compensation dollars will be
directly allocated to injured workers while providing for a cost
effective, equitable program which provides incentive for
injured workers to return to work.

As expected, some attorneys and members of the medical
profession have criticized our efforts because we focused our
concerns on the litigation and disputes that are presently built
into the systen. I would hope that reasonable minds would put
concerns for injured workers ahead of vested financial interests
such as those which are held by the critics of our efforts.

In proposing the changes now before legislators, both
labor and management realized some major issues are yet to be
addressed. Both parties agree the process to reform the current
system must continue. The complexity of the issue will require
our cooperative, ongoing effort in the years ahead but we are
off to a positive beginning.

H# ##



For Immediate Release Contact: Steve Haag
March 2, 1988 344-1577

1989 WORKERS * COMP RATE INCREASES PREDICTED

The Alaska Division of Insurance and independent actuaries
expect insurance companies to request substantial workers ™
compensation insurance premium increases again in 1989 unless
legislation now before the Alaska House and Senate 1is passed
this session.

Workers ” comp rates increased an average 25 percent 1in
1988 with some industries being hit with increases as high as 68
percent. The 1988 rates followed a 1987 rate hike which
averaged over 14 percent.

Division of Insurance Special Deputy Don Koch says the
1988 rate increase, as large as it was, was about 8 percent
deficient. Koch says passage of the bill could eliminate the
need for a rate increase in 1989.

"1f the language in the bill 1is correct and the intent is
followed, the bill could have a substantial effect on rates in
the long run and an immediate effect on stabilizing rates,”
according to Koch.

Without passage of the bill, rates can be expected to rise
significantly according to the independent actuarial firm
Milliman and Roberston.

- more -

Workers Tompensation Committee of Alaska, Inc., 22Q4LCleveland, Anchorage, AX 99517
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M and R was retained by the State Division of Insurance to
assess premium cost impacts of proposed legislation and to
recommend changes which would result in additional co.st savings
for employers.

M & R spokesman Mike McMurray says 1989 rates can be
expected to increase unless the current legislation is passed.
"An increase of 10 percent or more would not be unexpected,™
McMurray says.

M & R ™ recent report on the proposed bill stated, "In
general, we believe the proposed revisions to the Alaska
workers * compensation law will improve the benefit delivery
system. Changes such as the proposed reduction in the average
weekly benefit maximum, reduction of benefits for out of state
claimants and limits on duration of temporary benefits will
almost certainly reduce costs."

Workers ” compensation, losses have more than doubled :n the
past four years, from $71 million in 1983 to over $150 million
in 1986 despite a drop in overall state payroll to pre-1982
levels. The 1988 rate hike is expected to result in Alaskan
businesses paying about $38 million more than paid in 1987 for
workers  compensation insurance.

Proposals now being considered by the legislature were
drafted by a statewide labor-management task force which
conducted 15 months of research into Alaska ™ workers ~
compensation system. The legislation, which has garnered broad
support from organized labor and employers statewide, has passed
the Senate and awaits action in the House.
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For Immediate Release Contact: John Lewis
March 8, 1988 (305) 443-8111

NATIONAL WORKERS * COMPENSATION EXPERT PROMOTES
CHANGES IN ALASKA S SYSTEM

Solutions which have worked in other states to leduce the
cost of workers ”compensation insurance will also work in
Alaska. That s the opinion of John Lewis, a nationally
recognized expert in the field of workers 7 compensation.

Lewis has practiced as a trial lawyer for 15 years. He
has devoted the last 8 years exclusively as a workers”
compensation law consultant representing both management and
labor clients. Lewis assisted a statewide management-labor task
force 1in preparing reform proposals now before the Alaska
legislature. He has been involved with Alaska % workers ™
compensation system for 6 years.

In the past two years Alaskan employers have been
burdened by a 42 percent increase in the cost of workers”
compensation insurance. An additional major 1increase is
expected in 1989 unless the legislature passes reform measures
this session.

Lewis says problems with the system being identified in

Alaska are similar to problems experienced in other states.

- more -

Workers Tompensation Committee of Alaska, Inc., 2204 Cleveland, Anchorage, AK 99517
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"Twenty years ago it was not a terribly important cost
item in any state. It also meant that many injured workers were
not getting what they needed in terms of benefit support. Now
it"s expensive in many cases. You couple that cost with what X
gone on in the economy and suddenly people are paying
attention,”™ Lewis says.

Labor and management working together to solve workers ™

comp problems 1in not unique to Alaska. "It a joint issue in
many jurisdictions. Employers obviously perceive workers ” comp
as a cost but so do employees and labor representatives,”™ Lewis

says.

"As an employer, when your paying 20 dollars per hundred
in workers ”comp costs, that affects wages so that employees pay
those costs just as much as employers do. All of a sudden we
have labor concerned about wages and jobs and all the things
affected by workers *comp premiums."

Lewis 1is highly critical of Alaska Supreme Court
decisions which he says have increased the cost, of the system by
misinterpreting what the system was designed to provide.

"They have come down with more earth shattering decisions
than any other court that I M aware of. They tear the fabric of
the system apart more often than most Supreme Courts,"” Lewis
says.

"The frustrating part is that they are using a statute
that > 80 years old and which has been used across the country
and they come to totally contrary decisions as compared to

states with history."

more
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In contrast, Lewis says efforts of a statewide ad hoc
labor-management task force to reform Alaska ™ system have been
productive and have targeted the same issues addressed in other
states.

Among those 1issues are medical costs. Lewis says placing
reasonable limits on medical costs is one action many people
believe offers a tremendous opportunity for cost savings without
negatively impacting on injured workers 1in terms of benefit
duration or the quality of medical care received.

Medical costs represent 30-50 percent of all workers ™
comp costs according to Lewis.

"In every other area there are lots of medical cost
containment activities going on. Workers = comp is viewed as one
of the last bastions of fee for service medicine."

"The doctor says how much you *e going to pay and how
long you ¥e going to pay it. There™ very little out there that
permits anyone to control what goes on in the delivery of

medical benefits,” Lewis says.

Proposals before the Alaska legislature would impose a
li..it of "usual, customary and reasonable™ limits on what
doctors could charge workers = comp recipients similar to what is
allowed under medical 1insurance plans.

Another major area where Lewis feels Alaska can improve
benefit delivery to injured workers while cutting employer costs

is in the delivery of vocational rehabilitation services.

- more -



Lewis says vocational rehabilitation services are
relatively new to the workers ” comp systems nationwide. "Until
ten years ago there was virtually no significant vocational
rehabilitation activity in any jurisdiction."”

"When it was put into place in Alaska in 1982, it was not
met with open arms. Now you hear people say it is the heart and

sole of the system,”™ according to Lewis.

While he says there are less than a dozen states that
provide substantial amounts of vocational rehabilitation in
their systems, he adds that the states with the most experience
are abandoning it or changing it significantly.

“They are finding it"s extremely difficult to make
rehabilitation work within the context of a workers = comp
system, particularly one where things are resolved on the basis

of litigation,” Lewis says.

Lewis notes there is a great deal of cynicism about
vocational iBhabilitation in the states that have had major
programs. "Many of the parties are willing to simply walk away
from it. In most workers ” comp systems there is simply no
incentive to make vocational rehabilitation work."

Lewis claims there are states that have no rehabilitation
programs that appear to have just as good return to work results
as states that have very active rehabilitation systems.

As an example Lewis points to California, the first state
that made a major attempt to put in a significant vocational

rehabilitation system. Initial estimates stated it would cost

3-5 percent of total system cost.

- Mmore -



It now consumes 15% of total system cost. Lewis says
there 1is virtually no evidence proving more people are returning
to work as a result of that program compared to no program at
all.

"What we are seeing in other jurisdictions 1is that we
have to get back to basics and provide a small amount of rehab—
ilitation in serious cases first and then provide it in other
cases as we make the small system work first. That is the

approach 1 T seeing iIn other states,”™ Lewis says.

The bill before the Alaska legislature significantly
changes the philosophy of rehabilitation services making the
system voluntary for an injured worker rather than mandatory.

The bill places limits on how long and at what cost services may
be provided.

"I think under the Alaska proposals there will be major
inroads into vocational rehabilitation in terms of getting it to
the people who need it and eliminating from the system the
people who are just using it as a way to stay out of work
longer,”™ Lewis says.

One of the latest developments in workers ™ comp are
stress claims. Legislation being considered in Alaska would
place limits on when stress related claims could be filed.

Lewis says such limits are being imposed in other states and are

necessary to prevent the workers Zcomp system from

self-destructing.

- more -



