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"Stress cases are probably the subject of more horror
sxories in states than anything else you see in workers®™ comp.
In strc "s cases you can always buy the appropriate testimony.
It is very difficult to defend,”™ Lewis says.

"Labor in many states has indicated that stress is not
something that they want to permit to tear apart a workers ” corap
system. Once it gets out of control it causes difficulties for
the entire system and it ™ not something they want to see
happen.“©

"In states in which the horror stories have come, labor
and management have gone to the legislature usually hand in hand
and said we can @ deal with this. It detracts from the oth”r

things that the workers®™ comp system can handle,”™ Lewis says.

Lewis has high praise for the direction taken by the ad
hoc labor management task force in Alaska. "There ™ no doubt in
my mind that, if the Alaskan task force proposals go as a
package and if they Te permitted to operate the way they are
intended, they will have a substantial impact on the system both
in terras of cost savings and the efficiency with which the
system delivers benefits to injured workers."

"Your problems here are the same and your solutions can
be found in the same areas 1in which other jurisdictions are
finding solutions,” Lewis adds. "What works in other states may

very well work here. What has already failed in other

jurisdictions will almost certainly not work in Alaska."



R. CLARK DAVIS, D.C.
CHIROPRACTOR

320 9AWDEN, SUITE 306 KETCHIKAN. ALASKA 99901+190.""225-68 "5

February 19, 1988

Representative John Sund
Ca(flt()l Root. 122

P.0.Box V

Juneau, Alaska 99811

RE: H3 352/ SB 322

Dear Representative Jonn Suna:

| am writing in regard to the Workman's Compensation bill. In previous correspondence
| nale pointed out than an arbitrary limit on treatment under proposed Workman's
Compensation regulation changes (e.g. 20 visits for the first sixty days and
subsequent limits) is not practical for realistic patient care. Admittedly MCST
patient treatment schedules fall within the above proposed limits but the most
severely injured patients will have their essential treatment being interfered with
by setting limits effectively in stone. This will result in patients that are
making progress under the chiropractic treatment but faced with an arbitrary cut off
of treatment benefits, by third party payors, to be steered toward LESS CONSERVATIVE
treatments such as SURGERY and CHEMONUCLEOLYSIS, at times unnecessarily. To
prematurely force an injured worker into the above alternatives with their record of
HIGH FAILURE RATES an UNACCEPTABLE costs is unreasonable at best, and unpardonable
in my estimation.

Recent government inquiries in Australia (1986)land Sweden (1987)2have found
chiropractic treatment effective and cost-effective, and recommended increased
government funding for chiropractic services. This report looks at the evidence of
cost-effectiveness, emphasizing acute and chronic back pain including workers’
Compensation figures, neck pain/migraine/headachemand prevention,

Compelling evidence of effectiveness and cost-effectiveness comes from Kirklady-
Willis, an orthopaedic surgeon, and Cassidy, a doctor of chiropractic, who have been
researching chiropractic treatment of chronic low-back oain for the past 10 years.
Their striking results have been published in a number of prominent texts 3 4and
journals-S'BThis included a population of 171 patients examined by consulting
chiropractors in a hospital setting and found to have posterior joint syndrome



RE: KB 352/ 23 322

and/or sacroiliac joint syndrome0, totally disabled by low back pain, averaging 7.6 year

In a trial stud”Silverman, a Florida chiropractor, was sent a consecutive series of
100 patients with persistent low-bacK or neck pain by AV-MED, a large South Florida
health maintenace organization (HMD). Faced witn fixed funding per patient, and
prohibitive rates and costs of surgery, Dr. Herbert Davis, AV-MED's medical director,
agreed to a study wherein the next 100 patients requiring hospital evaluation with a
view to surgery would first be sent for chiropractic evaluation and, if appropriate,
care.
a) The p>.\ents had already been seen by 1.6 MD's on average.
b) 2% had already been hospitalized.
c) 12% had been confirmed medically as requiring surgery.

d) Chiropractic care consisted of spinal adjustment supplemented with physical
therapy modalities, remedial exercise programs and advice.

e) Chiropractic treatment was shown to be very cost-effective.

f) There were no referred costs for outside diagnostic investigations, other
health care practitioners, or hospitilization.

g) No patient, including the 12 medically diagnosed as needing surgery,

required surgery.

In conclusion, chiropractic treatment, unlike medical practice, does NOT increase
costs through the medical system through adjunctive and specialist services,
hospitalization, and pharmaceutical supplies. "Usually a dollar spent on chiropractor
sendees causes no further costs"S. This cost-effectiveness is both in terms of
direct costs (treatment) and inlirect costs (compensation, lost production, lost
opportunity). An injured workers access to chiropractic treatment should not be
restricted by an arbitrary treatment limit that does not take into account the most
severly injured patients. These most seriously injured patients still often success-
fully avoid sp nal surgery and other similarly invasive and very costly procedures.
| recommend airmending HB 352/ SB 322 accordingly. If it is not amrnended so, |
strongly recommend a negative vote.

If you have any question feel free to call.

Sincerely,

/

R. Clark Davis, D.C.
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Professional notes:
Medicine Deserts Bedrest

The times they are a'changin. It was always going
to happen, but medicine is now moving sharply
towards the chiropracuc model of management of
back pain. There are two important recent reviews
of which you should be aware.

The Biopsychosocial Model n

'A Mew Clinical Model for the Treatment of Low
Lack Pain' Waddell C. Spine (1987) 12(7):632-
644, PN1

This article will be highly influential within
medicine. It is by Gordon Waddell, awell- n
published British orthopaedic surgeon from the
Western Infirmary, Glasgow. Itwon the prestigious
1987 Volvo Award in Clinical Sciences, and is thus
accepted in medicine as a foremost international
spinal research contribution for 1987.

On consiuerable clinical and research evidence
Waddell says:

a) ""The main theme of management must change
from rest to rehabilitation and reMorationof
~nction™.

b) There is “a fundamental antithesis between the
passive and active approaches” to treatment of
back pain.

¢) “There is no evidence that rest has any

beneficial effect on the natural history of low back
pain. On the contrary, there iastrongly njjcsGYe
evidence that rest, particularly prolonged bad-iwt,

continued on insertpage I
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Editor: David Chapman-Smith, Toronto
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Cost Effectiveness of Chiropractic - the evidence

A. Introduction

/*1 Ina paperentitled‘Health Economics

and Chiropracuc'lProfessor John Diiion, a

prominent Australian economist, studies

modem health care economics and
~concludes:

e "Undoubtedly, in terms of economic
appraisal of the current health scene ...
chiropractic is in a very strong position.
Compered to medical tw ice*, it is an
extremely cheap avenue ofhealth car for
those who seek it. Unlike primary medical
practice, it doe* notspirt! n u iota the
system through ancillary tad specialist
servicea, hnapitilirarion and pharmaceutics.
On average, adollar spenton achiropractor's
services causes no further costs".

“ ... until very recently and unlike medical
services... chiropractic has stood the market
lest of exhibiting a growing demand for
services without the inducement of price
subsidies, health insurance coverage and tax
deducibility.... Far more, therefore, than
the demand for medical services, the demand
for chiropractic services reflects an
expressed need in the community".

e« ... intermsof meeting the not
insignificant need felt by many members of
the community to have an occasional
friendly chat with a professional practitioner
about their health, chiropracuc beats
medicine hands down™.

In tc.i isof cost-effectiveness a
chiropractor can best be compared with a
dentist. Both see the patient directly, and
generally provide all necessary diagnosis
and treatment themselves.

The essentials of chiropractic practice are
the same worldwide.Treatmcnc is
conservative without the costof drugs or
surgery. Principal treatment approach is
jointadjustment, comprising awide range of
specific manipulative techniques, with
adjunctive use of remedial exercises,
nutritional therapy and advice, soft tissue
and pressure techniques, traction and
electrotherapy. These are self-contained
inexpensive approaches to care.

*3. BaawtjpwnaawEigM iM i ia Australis
(19t6r «d Swtdsa (M T fM * found
chiropractk M U dhctfru sod cost-
effective, and recommended increased
government funding for chiropractic

, services.

This report looks at the evidence of cost-
cffectiveness, emphasizing acute and

chronic bad' pain including workers'
compensation figures, neck pain/migraine.’
headache, and prevention.

Most talk of cost-effecuveness is at the
community level - costs to insurance
companies. WCBs. government and society
A final secuon looks at chiropractic cost-
effecuveness from the patient's point of VIEW

B. Back Pain

4. surveys of chiropractic practice in a
number of countries confirm that
approximately 90% of chiropractic patients
have headache, neck and back pain as chief
presenting complaints - 50-60% have acute
or chronic back pain.4 3

5. In the western world 80% of the
population will experience disabling low-
back pain dunng their lives. At any given
time 6.8% of the adult U.S. popular an is
experiencing a bout of back pain that has
been continuing for more than two weeks.4

30% o f WCB claims by injured workers are
for back ptin (more than twice the
percentage of any other complaint) and.
because of the acknowledged poor medical
management ot this complaint and the huge
cost of chronic cases, these 30% ofclaims
geoersu 60% of total WCB compensation
costs.7

6. In 1985 US. workers compensation
boards disbursed S6 billion for low-back
pain.1The estimated total annual costof
back pain in the U.K. in 1982 was £1,000
million.9

7. No one knows the true cos <nd, as the
manager of a large U S. insura .ice
association has confessed, “the insurance
industry should be and is being criticized for
an obvious lack of statistical data on the
costs of back related injuries. What we have,
however, is scary™.10

8. The high cost of medic.il management of j

low-back pain is a major subject in the
scienufic literature in recent years, whrh
reveals:

a) Surgery and chemonucleolysis have
been subject to high failure rates and
unacceptable costs, and are now used rarely,
with under 1% of patients.11

b) Bedrest, which promotes‘illness
behaviour’ and huge compensation costs has
now been proven ineffective. It has been a
general medical first response to back pain.
It is being outspokenly rejected by leaders in
medicine - most notably in recent months by



CorlJiin VVauJcll. in who. *hn.u wmi ilie
14h7 Volvu Prize Inr -.pm.il clinical
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vi The basic approach 10 treatment now
recommended is on a chiroprecriclnode! -
early active treatment to restore spinal
function and prevent onset of illness
bohjviuur.

C. Acute Back Pain

4 Research from chiropractic1213 and
medicinel413 reports a greater than a 90%
success rate with skilled specific spinal
manipulation for treatment of acute back
pain. There is such broad acceptance of
effectiveness with acute pain that the major
research effort has been directed at chronic
back pain.

11 A prominent finding of great
importance with respect to cost is the speed
of relief. This has been confirmed by recent
research in both Englandlland the United
States17. In the U.S.study, from the
University of North Carolina

ai There were 54 patients with acute low-
back pain, one group with duration of pain
under two weeks, the other with pain from
2-4 weeks.

b) The purpose of the study was to compare
two active forms of manual therapy -
mobilization fuse of insufficient force to
move the facet joints™ - i.e. moving the
vertebra more slowly through a lesser range
of movement as commonly practised by
physiotherapists) with spinal manipulation
(by a medical physician, but using the
controlled low-amplitude high-velocity
thrust basic to chiropractic practice - the
physician claimed his technique was lhe
"one used by chiropractors™)

vi Outcome was monitored by questionnaire
immediately after treatment and every three
days for two weeks.

J) "The vast majority” of patients in both
treatment groups "improved dramatically™
over the two weeks follow-up period.

However, the group that had suffered acute
back pain for slightly longer - the patients
with pain for 2-4 weeks - did much better
with manipulation ihan mobilization. Speed
of response was commented on particularly.
The advantage of manipulation "was most
striking midway through the first week"™ and
was statistically significant.

11. Accordingly chiropractic spinal
adjustive techniques, arc effective and. since
ihcy produce a generally quick response, arc
also cost-effective. This is both in terms of
both direct costs (treatment) and indirect
costs (compensation, lust production, lost
opportunity).
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12 While there is no real debate emiccrNiug
eost-el'feeuvcness with acute pain, there has
been concerning chiropract.e treatment of
chronic low-back pain. That is rapnf. being
laid to rest by recent research arising from
ihe new era of cooperation between
chiropractic and medicine.

13 Compelling evidence of effectiveness
and cost-effectiveness comes from Kirkaldy-
Wi illis. an orthopaedic surgeon, and Cassidy,
a doctor oi chiropractic, who have been
researching chiropracuc treatment of chronic
low-back and leg pain for the past 10 years.
Their sinking results have been published in
a number of prominent texts"*19and
journals30:i. Consider the population of 171
patients examined by consulting
chiropractors in a hospital setting and found
to have posteriorjoint syndrome and/or
sjcroiliac joint syndrome:2"

ai These were patients who had been totally
disabled by chronic low'hack pern (“constant
seven: pain")farantnrmge of7.6 years.

b) Over that period they had proved
unresponsive to a wide variety of medical
treatments. No details of cost arc given -
obviously direct and indirect costs will have
been substantial.Patients were now being
referred, or re-referred, to the hospital back
pain clinic for further investigation with a
view to initial or further surgery.

¢) Following a“2-3 week regime ofdaily
chiropractic mmipuraior”, 87% returned
“lafullfunctionwith no restrictionsfar work
or otheractivities".

d) Importantly, thit success rate was
maintained at 12 months follow-up.
Additionally, no patient wai made worse.

Quite simply workers compensation and
insurance fund managers should be swept
off their feet by tnosc figures from
internationally respected researchers. They
should be establishing studies in their own
jurisdictions to see if they can repeat such
startling success with such an intractable
problem.

14 Interesting evidence is now emerging
from the United Slates, as the health care
system reacts to years of unacceptable cost
increases and is producing new health c. re
partnerships and delivery systems.

15. Inatrial study22Silverman, a Florida
chiropractor, was sent aconsecutive scries of
100 patients with persistent low-back or neck
pain by AV-MED, a large South Florida
health maintenance organization (HMO).
Faced with fixed funding per patient, and
prohibitive rates and costs of surgery. Dr.
Herbert Davis. AV-MED's medical director.
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agreed to astudy wherein the next 100
patients requiring hospital evaluation with a
view to surgery would first he sent for
chiropracuc evaluation and, if appropriate,
care. Comments ate:

i) The patients had already been seen by 16
M Dsoi average.

b) 2% had already been hospitalized.

¢) 12% had been confirmed medically as
requiring surgery.

d> Chiropractic care consisted of spinal
adjustment supplemented with physical
therapy modalities, remedial exercise

p .igrams and advice.

e) Average number of visjts per patient was
12.1, average costper patient S326.76.

Il This was total cost - there were no
referred costs for outside diagnostic
investigations, other health care
practitioners, or hospitalization,

g| No patient, incluJing ihe 12 medically
diagnosed as needing surgery, required
surgery.
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11 AV-MED advised jn average cosi ol neck, back surgery ai the
time as 520,000 Accordingly AV-MED considers n sased
approximately SP.25.0001 medical ami surgical costs, less cost
ofchiropractic care) on the 12 confirmed surgical cases alone.

Follquing the tnaJ AV-MED establlished acorporate policy
requiring all paneras to rtcrrve chiropractic assessment before
referral to hospitalfor bade amd neck pain.

16 Impartial clinical evidence ofcost-effecnveness isemerging
from L.S hospitals now that many hospitals have chiropractors
on staff.

In the recently decided Willv Case Dr. Per Frcitag, a Chicago
orthopaedic surgeon, gave testimony comparing the progress of
hospitalized back pain patients in the two hospitals at which he
is a consultant, the John F. Kennedy Hospital in Chicago where
patients receive combined chiropractic and medical
management, and the Lutheran General Hospital in Park Ridge,
which has no chiropractors on staff.

He reported that with chiropracuc care at JFK the term of
hospitalization of his orthopaedic pauet.'s was cut by half. “An
average of ... six or seven days in hospital (at JFK). At Lutheran
General Hospital the same type of orthopedic patients spend an
average of 14 days".23

17 There are two points to be made here:
a) Hospital bed costs are reduced by 50%

b) Overall costs are reduced by far more because of the
consevative low cost nature of chiropractic care. A number of
costly examinations and surgeries will have been avoided by
sending these patients first to conservative chiropractic care.
(See Silverman (para 15 above), and Kirkaldy-Willis and
Cassidy (para 13)).

»18. In the United Kingdom Breen reported a survey of British
chiropractic practice in 1977.4 Data was obtained over aone
year period. Specific information on cost was reported.

a) 1595 patients (53.4% ) presented with low -back pain. One in
two had chronic back pain (complaint for over | year), one in
three had experienced back pain forover5 years, and only one in
four was seen within 3 months of onset of pain.

b) The 'average patient' from this group made a preliminary
visit for examination and assessment including x-rays, and (hen
6 treatment visits - 7 visits total.

c) Costed on chiropractic fees at May 1976 (when survey results
were analyzed) the total cost for chiropractic care per patient in
this largely chronic sample was approximately £35.

On fees as at January 1988 the average cost is approximately

£120.

d) These results are consistent with those reporvtb in Canada by
Kirkaldy-Willis and Cassidy (para 13 above).

Comparison figures from medicine are not available. However,
this isevidently cost-cffcetivc management of acute and chronic
low-back pain.

Workers Compensation Costs

19. WCB studies relate to both acute and chronic low-tack
pain.There is an injury, but this is often a rc-injury or aggravation
of an advancing degenerative problem. United States WCB
studies have been performed in Florida (19flt) lowa (1969),
Oregon (1971), California (1972) and Wucomm<OTI). All
favour chiropractic, and tuggeict a43-50* lariag ia hoiMi care
coau for low-back pain when the trear veer iadraeprscoc rather
than medical.

20. Methodology used in the studies has varied. The most
thorough study is that in Wisconsin in 197824 concerning which:

. . ny, 1 )
Lemersit;. t rin ,re X.J-e. j* mc*,"
unJ JecmonsiraPi;. tnorouen

hi The study deals with all injuries Jurnosed as bacx strain or
sprain under the Wisconsin WCB during 1977, and compares
those treated by achiropractor and those by a medical doctor
Thus fractures and other more serious cases treated by medicine
which would have biased the study are excluded.

Ci The average compensation periods for time off work were
13 2 days lor chi.ropl'ractic eases versus 21.8 days lur medical
cases - 40% Saving in compensatlon costs.

d) The average health care costs were 5145.64 per chiropractic
case. S267 68 per medical case - U 46% SavIng.

ei These results are consistent with the outcomes of the other
studies mentioned, including the large Cal'fomia study done by
Richard Wolf. MD. aspecialist in occupational medicine.25

2i Given the staggering cost of low-back pain to W'CBs - and
thus employers, and thu. all of us who buy their services and
products - and this evidence. W'CBs should be making far
greater use of the chiropractic profession.

Failure to do so represents gross inefficiency. Sadly it also
represents, as those who deal with W'CBs know, the victory of
medical politics over patient and employer interests.

PaintMigraine/Headache

22. The following case, an appeal to a Canadian WCB,’6
illustrates well the cost-effecuveness of chiropractic treatment
for chronic neck pain:

a) Mr. C. suffered severe strain and sprain type neck injuries in
a motor vehicle accident. He received medical care for seven
months without improvement. Thi' included consultations with
a general practitioner, a specialist in physical medicine and two
neurosurgeons, extensive use of medication, four months of
intensive physiotherapy treatment, and use of a surgical collar

His condition worsened throughout. Both neurosurgeons
recommended neck surgery.

b) Mr. C. considered chiropractic treatment, but by letter
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Employers, insurers
kick off campaign for

workers’comp reform

SACRAMENTO -The (‘alifornians
for Compensation Relorni has kicked
off a campaign designed to get action
from the ttovernor and state legisla
Itire on nroblems in the workers'
compensation sy-teni.

At a press conference in Sacramen-
to, the employer insurance coalition
said it will press for legislative action
with help Iront Governor George
Deukntejian and if nothing is done by
the lawmakers this year the tikfht will
be taken to the voters statewide in
ipyo.

"We are here today to focus atten-
tion on a muiti billion dollar crisis that
is bleeding California government and

MARCH 25. 1988

132% GAIN FOR
P/C INDUSTRY

FTC PUSHES FOR
REGULATORY POWER

N.M. REVISES
D&O LIABILITY

GEICO LOSES
RADAR COMPLAINT ..

RENTAL CAR FIRMS
WARNED BY NAIC

LIABILITY AND
PUBLIC STREETS

FRIENDLY DRINKS

3

3

5

Sprum; " -Jja - OuBnsnea Wee«iy Dy inSuSancEWEEK *t 100" ~auftn a*e Pa.% Su-ie 3025 tVA
‘California  Washington” Oregon Arizona Hawaii Utah Idaho Montana Nevada Wyoming New Mexico Colo.ado a«i?
liforni : ' '
California The WEEK in A MINUTE MaJOI'SUIt announced

Eight states accuse
industry of creating
the liability crisis

SAN FRANCISCO - California
and six other non western slates have
sued some 31 insurance companies
and the Insurance Services Office for
ronsipiring to create the liability
insurance crisj<, eliminate the occur-
rence policy in favor of the ciaints-
made form and eliminate pollution
coverage.

The suit was announced March 22
at a press conference held by Califor
nia Attorney General John Can de
Kamp, who said the company'-actions
were "a major contributor to the
insurance crisis that forced -o many
cities and business up against the
wall. It was the puhlic and the con-

private industry: the runaway cost PROMPT SUIT 9 sumer who paid the price for this col-
and rampant abuse ol the stale’s lusive exercise in corporate freed."

workers' compensation system.” said REPORT BLASTS It was well known that a number of
Ed Mangiafico. president of CCR. in BANKS 10 state attorneys general had been in-

opening the campaign.

“"Workers' compensation has
become an insatiable beast whose
scariy appetite has grown by S700
million each year during the last three
years, costing employers an additional
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vestigating the industry during the
past two years. The focus of that in
vestigation was unclear, however.
"The allegation against 1SO is un-
founded and without merit." said
David Ostwald. an ISO vice president
/Continued on page hi
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WE DRIVE A

HARD BARGAIN.

Your i lients drive vehicles for a
living. We drive sound insur-
ance bargains. We're MeRill
General Agency, and we insure
all kinds of commercial auto-
motive Heels: automobiles,
buses, trucks, ambulances,
taxis, tow trucks, vans, rental
cars... you name it. Through a
worldwide network of insurance
companies and brokers,
we can arrange coverage for
evervthing from logging trucks
to limousines. And cover vehi-
cle physical damage, motor
truck cargo and/or liability. All
it lakes is a single phone call.
We'll do the rest. Quickly.
Accurately.

So don’tdrive all over town
looking for the best insurance
deal. Just call McFall.

1-800-452.9412
iToll-lree for Uregon agents |
503-297-8185
IFor residents outside Oregon)
503-297-3742
(FAX)

McFall General Agency
3319 S. W. Wesigate Drive
Rutland. OR 97221

M3Y

California

Employers, insurers kick off

campaign for workers’compensation reform

[Conlinued from page Il
S4 billion since 1985.

"Yet benefit payments to workers
have not increased by a penny during
this same period. The workers' comp
system consumed $7 billion a year in
1987. threatening the very foundation
of the state and private economy in
California. Obviously something is
dreadfully wrong,” he said.

Mangiafico, who is chairman of May
Co. California, told reporters the
problem is "very simple, there are too
many problems."”

"Neglect has fostered abuse.”" he
said. “Nowhere is that better illustra-
ted than within the agency that
administers the workers' comp
system itself, the division of industrial
accidents in the department of indus-
trial relr'ions. Research conducted by
Californians for Compensation
Reform has disclosed some creative
‘uses' of the system by the employees
who know it be3t.”

Judges on the dole

He cited as an example two work-
ers' comp judges who filed permanent
disability claims, received substrntial
awards and are collecting monthly
pension payments for life.

"Yet,” Mangiafico added, "they are
still on the job, collecting their full
salaries. Another workers' comp
judge with a poor performance record
took a stress-related leave of absence.
He came back to work with a letter
from a doctor saying that he could on-
ly return to the job if he was assured
he would not face disciplinary action
of any kind.”

Mangiafico said stress claims have
become the disability of choice for
thousands of workers and cited it as
the "number one occupational disease
in California today."

The system allows doctors and
lawyers as middlemen to 'siphon
millions of dollars from the system,”
he said. "Between 1977 and 1985,

ionp EicyM Oungv#
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“IFITSBROKE... FIXIT”

CCR Is sponsoring sdvarllssmsnts \i
support ol workers' comp reform.

attorney-driven litigation costs climb-
ed 104%. Forensic medical costs —
those paying for t "ors' reports of ill-
ness - jumped fe over the same
period.”

Kirk West, president ol the Califor-
nia Chamber 0| Commerce, charged
that millions of dollars are "leaking
through the sieve™ created by loop-
holes in the current system.

"California employers are willing to
pay the price for labor, services and
goods - as long as they are receiving
their money's worth,” West stated.

"Unfortunately, this is not the case
with workers' comp. It is not just em-
ployers who are the losers. Employ-
ees who abuse the system are ripping
off their fellow workers as well by tak-
ing money f'.om a system that is need-
ed by those who are truly injured.”

Thomas Ellick, president of the
Sacramento-based California Manu-
facturers Association, which also is an

mAll Lines Service In Oregon From Eight Offices

Wm.C.Pmtchett

Company

Aynsuranct GAdjurters

PORTLAND PENDLETON
(503) 285-5030  (503) 276-7092
COQCS BAY ROSEBURG

(503) 267-4195  (503)672-4866

EUQENE SALEM
(503) 886-8383  (503) 378-0501

GRANTS PASS KLAMATH FALLS
(503) 476-7480  (503) 883-3747
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IS aggressively encouraging me
governor and ihe leadership of both
houses of the legislature to make
workers' comp reform a lop legisla-
tive priority. Working together with
employers, labor, insurance groups
and lawyers, a compromise can and
must be reached.

"Without an agreement between
labor and management that enjoys
the support of the governor and legis-
lature, it is doubtful a comprehensive
reform proposal can be enacted into
law. As long as that is the case. CCR
will push for legislation this session
that addresses well-documented abus-
es associated with stress claims and
medical-legal evaluations.”

According to Ellick. the "initiative
process™ may be the "only alternative
if lawmakers are unwilling or unable
to find an acceptable solution to this
crisis.”

t.arry E. Naake. executive director
of the County Supervisors Associa-
tion of California, who also took part
in the CCR briefing, said stress-
related claims are now costing tax-
payers in California‘s 50 counties up
to S70 million in benefits each year.

Job atresi grows fast

"Job stress is the fastest growing
area for workers' compensation
claims,” Naake reported. "These
types of claims have proven to be big
business propositions for some public
and private sector employees who are
cashing in on a decaying system.

"The claims are filed by all types of
workers and by both sexes. How-
ever, the major growth is in the white
collar and safety jobs such as police

and fire."
Heals -oted that when the system
was dew jped more than 70 years ago

it was to protect workers from physical
injuries on the job and never designed
for stress-related injuries.

PROPOSALS INVITED. _ _
Portlzi\rdf(iommggi_t egoll o Is wlrtlrg
roposals from quali icants Inter—
gsted In serving as the m?ﬁ)ege's Agent of
Record for casualty and property Insur—
ance. The Agent must meet minimum quali—
ficatios as determined Dy lIhe college in
the areas of experience, staff, and services
provided. Applications must be received Dy
2:00 p-m. Pecific Standard Time, April 1,

198.

For more comoiote Information and
applications materials, contact H.E. Lite,
Director of business Services. Portland
Community College floss Islad Center,
Fortland, Oregon, (S08) 2446111, Bxt. 2808.

Applicants t_te Interviened will be
seiectod from written gpplications

ilit: wagon again

By Bob Kopta

“After reading all those pledges by insurance company exec-
utives in the past couple of years, | can hardly believe it. The soft
market is bacx." _

These are the words of a long-timer broker, a CPCU, who knows
well the cyclical history of the property/casualty insurance
business. Most surprising to her is now rapidly the market has
shifted from hard_to soft. _ _

The insurance industry follows the pattern of a binge drinker.
Periods of clear-headed sobriety are followed by a fall from the
wagon which is followed by another solemn promise never to drink

K jii

again.

gFor the alcoholic there is hope for recovery by abstaining. The
property/casualty insurance industry, however, has shown no in-
clination to abstain from its cyclical behavior, and competition is
unlikely to eliminate this new soft-market binge.

Sincé current interest rates are low, it is unlikely that the soft
market will be extreme. There is little margin for profit in cash-
flow underwriting, which was blamed for the depth of the last soft
market cycle when record high interest rates prevailed.

If interest rates have as great an impact as was indicated by the
last protracted soft market, the current cycle should be much
shorter in duration.

risk retention group policies to meet

1B tiatet

Risk retention group
to write truck cover

GARY, IN — The American Inter
Fidelity Exchange, headquartered
near Gary. In., a risk retention group,
has resolved differences with the in-
surance transportation departments
in Kentucky and Wisconsin and will
commence writing liability coverage
for truckers operating in the 48 con-
tiguous states.

Kentucky and Wisconsin were the
last two states to agree to accept the
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1001 Fourth Ave. Plaz, Suite 3029
Seattle. WA 98154
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insurance filing requirements. The
group agreed to maintain a $2 million
net surplus to achieve approval of
both states and to participate in the
Kentucky assigned risk program. It
also will furnish quarterly financial
reports in both states.

The Interstate Commerce Commis-
sion announced a year ago that it
would accept insurance from risk
retention groups. The ICC requires
interstate truckers to provide liability
coverage of $750,000 for ordinary,
non-dangerous cargo; 51 million for
hazardous cargo; and 55 million for
ultra-dangerous cargo.
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Califomia Office;
P.0. Box 1087

Folsan. CA 95630
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Thursday, M

Comp bill flawed, Croft

Yereth H
rl?r);NHur

The workers' compensation leg-
islation that sailed through the Alaska
Senate by a vote of 150 and, in re-
vised form, appears to have enough
support to pass the House is loaded
with too many problems to save em-
ployers money In their workers' com-
pensation insurance premiums, an at-
torney specializing in workers' com-
pensation claims said Wednesday.

Chancy Croft, a claimants’ attc-7-
ney and former state legislator, pre-
sented his argument against the le-
gislation that's scheduled to be heard
by the House Judiciary Committee.
Croft spoke at a luncheon sponsored
by the Anchorage Job Service Em-
ployer Committee.

The legislation is aimed at simpli-
fying and controlling a compensation
system that has escalated in cost to
employers and in complexity to em-
ployees. Both employers and workers
are frustrated with a system in which
insurance premiums have risen an

average of 40 percent in the last two
years and the time to settle workers'
claims has expanded 70 percent,
Croft said.

But the workers’ compensation
law pending in the Alaska Legislature
might make matters worse, not bet-
ter, he argued.

Croft said the current workers’
compensation legislation Is flawed,
much like the workers’ compensation
legislation drawn up in the late 1970s
— legislation that he as a legislator
voted against —was flawed,

"No legislature, in my experience
as a legislator, had produced more
legislation by anecdote than workers’
comp legislation,” he said.

As before, he said, legislators have
drafted a workers’ compensation bill
without some crucial information
about what is driving premiums.

"One real problem with the leg-
islation is there is an expectation now
for premium reductions," he said.

If the hikes in insurance premiums
have been justified, and the legis-

lature isn’t addressing the real causes
of the premium increases, then non-
Alaska insurers will have no choice
but to pull out of the state, he said.

Croft criticized what he said were
the arbitrary limits the legislators
hope to place on injured workers’
benefits.

Much has been made of the maxi-
mum weekly benefit of over $1,100
that the current workers’ compensa-
tion statutes allow injured workers,
he said. In fact, less than 0.1 percent
of Alaska’s injured workers are
awarded weekly compensation in
excess of $700, the dollar maximum
that (he legislation would impose.

Still, Croft argued, the $700 limit is
arbitrary and might not meet the
needs of some injured workers
who've suffered extreme economic
losses due to their injuries.

Another arbitrary/ limit the leg-
islation would impose is the two-year
maximum for temporary disability
payments, Croft said. Severely in-

See Workers, page E-4



Workers: Expectations high

Continued from page E-I

jured workers, such as those suf-
fering brain trauma or bums,
might be able to recover from
their injuries but might need
more than two years to do so, he
said.

* Croft said he's troubled by the
‘aim of the pending legislation to
pay benefits for permanent par-
tial disabilities based on the se-
verity of the injury ins. sad of on
the basis of lost earning power.

Tr

That emphasis on medical im-
pairment rather than earnings
impairment is contrary to the
tradition of workers’ compensa-
tion, he said.

Authors of the legislation say
it’s written sc that the most seri-
ously injured workers get the
most money in compensation,
Croft said.

“That may be gpod or bad.
You may like it or not. But that is
a significant and major depar-
ture” from previous workers’

compensation law in Alaska.

The "arbitrary” nature of the
legislation "places too high a pre-
mium on getting the matter re-
solved,” Croft said. "And it loses
sight of (he fact that what we’re
dealing with is human beings.”

An injury at work "probably
affects the average person as
seriously as anything in their
life,” Croft said.
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Second ofa series

l1igli rates hit business hard

Worker's com?ens_anon may be-
come one of the leading legislative
issues in 1033 In this Second of a
four-part series, the News-Miner
looks at why businesses are wor-
ried about the issue.
By niLL KELDER
Staff Writer

For 17 years, Al Pagh has oper-
ated Four Slar Lumber at Mile 4 on
the Parks Highway withoutan acci-
dent, and withoutanemployee ever
filing a claim for worker’s com-
pensation.

Pagli even mechanized part of
his operation to reduce the risk of
injuries.

In spile of that safety record at
Four Slar, Pagh has watched his
worker’s compensation insurance
premiums continue to increase
over the years.

"The state’s planned 2S percent
increase in worker's compensation
rates this January will cost us 549
per $100 spent on employee
Avagcs," Pagh said.

W orker's
Compensation

THE CRISIS

When January's increase is
added to state unemployment In-
surance and other federal lax pay-
ments, Pagh says he will be paying
out "*a little over" $3in insurance
and tax fees for every $100 he
spends in salary on employees.

Increasing compensation Insur-
ance fees already has caused Pagh
to cut back on the number of em-
ployees he hjrps at Four Star. “We

used to have 10-12 full-time em-
ployees here,” he sdid. ""Now,
we’ve cut back to hiringonly family
members."

Pagh describes his lumber/saw-
mill operation as a small one, a
""mom-and-pop OEeration that's
only open during the summer sea-
son now, about 4\ months out of the
year."

Pagh said he doesn’t believe the
proposed compensation rate in-
crease is necessary.

“For one thing, it makes it hard
for us and other Alaskan firms to
compete with Outside firms for
contracts in Alaska, a ,d makes a
mockery of our efforts to export
products to other countries."

That’s because the compensation
rates charged Alaska firms are

art of the total labor cost that must
e factored into every bid for a pro-
ject. An Outside firm, paying lower
compensation rates, can submit a
lower bid on a project than an Alas-
kan firm, cycn if the project is in-

AL PAGH
Opposes rate increase

the state. The result: more com-
petition from Outside.

"In 1985, Canada shipped 18 mil-
lion board iect of lumber—the
same species lumber we’re cutting
here—into the state,” he said.

(See WORKERS. Page 8)
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iCuiiliikicil from page 1>
" Ilial* because they pay lower
(niuptnsalion ralci in Canada.”

"They haven't gone cra.v In
1in.ulj uilh the court awards on
"mnipcnsation like we have here in
Amrrica.” lie said.

In 1971. before Tlecompensation
LiliV niNC here. 1Tgh"s firm ex-
Frl'll i inilliiin it feel T
J.ip.m  "Now. uc"ic importing
Irgin Canada_ lhesame lumber tve
1.jvc available here_In Fairbanks.
IM'srraiy. “ “1"agh said.

lhe cosl of worker's coinpi-nsu-
ion premiums makes it hard for
small firms lo compete, he said.
"We're not like General Motors,
« hocan Just add onacompensation
Increase lo the price of their pro-
duct and pass it onto lhe consumer.
Uilh Ihe Lower ill and Canadian

competition, if we din ihnl we'd
price ourselves right out of the
market."”

Pagh sold lie's heard of Instances
In Alaska where an employer cm's
up paying an Injured employee t
compensation twice what lhe em -
ployee earned on lhe Job. 8.\ he
also says there's more than one
reason fur lhe high cuml|H.'nsnliuii
rales in Alaska.

“"Courtsawardoulrageousscltle-
ments for Injury claims In this
country, that's part of the Increas-
ing coil*. Another part I*the doc-
tors. fhcy'rc afrold lo turn an In-
jured employee loose loo early for
fear of a malpractice suit. That
keeps hint (the employee) on lhe
compensation uystem longer. In-
creasing costs. And there's other
facturs.” Pagh said.

In Alaska—even with "nil that
slull" factored In—the rates ere ex-
cessive and lhe result Is lost Jobs,
he maintains.

‘*When rates getso high you can't
allord lohire people, then you have
to lay them oil. That reduces your
service to your customers, further
reducing your competitive edge."”
Pagh salu.

One Ihing that nuulcs Pagh Is
why (lie Insurance Industry Isn‘ten-
couraging firms to work for good
safety records reducing tliclr
premiums.

“You'd think they’d want to low-
errates to the firms that do well as
a means of encouraging the other
firms, tho ones with baa safety re-
cords. to S.'better,”” h« said. "But
they won’L I’'ve been Inbuilnesj 17
years wlthcut an accident, and 1
still have to pay Uiosame high-end
rato as If we were having an acci-
dent every week. It Just doesn't
make sense.”

Pagh said Alaska would do well
to follow Ilhe example ol Oregon.
That slate has Its own worker's
compensation Insurance program,
aswell aj the program established
by the Insurance Industry, he said, j

"Il gives Oregon employers a
choice ol programs for one Ihing,"|
Pagh said. "For another, tho state]
program rewards employer* wilth:
clean safety records by reducing
their rates." , . :

L] L] L]

Like Al Pagh, Clalra Morton'a
Golden Wheel Amusement Co. hasj
been operating In Alaska fora long’
lime: 72 years. It"* tho only com-
pany of Its kind In (ho slate.

Because of rising worker's comp
rates, next ycor iTicro may be no
rides and concessions at the Tana-
na Valley fair and other fairs, she
said.

“"The high cost ol worker™ com-
pcnsatloninsurance has forced me
to close the company Indefinitely,”
Morion said In a tclcphono Inter-
view from her Anchorage olflcc.
Morton tald she'™ laid olf her 10
year-round employees.

Since 1901. Morion has paid more

than 5379.000 In compensation pre-
miums to her 'nsurancc company.
In the same pci ad, lhe Insurance
company paid only <13,000 In
c.alms to Injured workers.

This year Morton will pay
<150,000 for compensation Insur-
ance and, wllh January’s 25 per-
cent Increase, her premium pay-
ments for 1918 would have In-
creased lo more than <200,000.
That's enough lo (one hertocall It
quits.

“"Tho Insurance companies are
celling rich oil of me, and now |
have loclose my businessbecause |
can'tafford lo keep paying the high
compensation rates,"” Morton said.

Sho has a permanent year-round
atalf of 10 employees. During tho
summer months, the staff In-
creases to about CO, Morton ssld,
andduringlhestalo'apcakfalrscn-.

.son u fnany os 200 Alaskans.work

for Coldcn Wheel, many of lhcm
local residents who have been hired
os ticket- takers for tho fairs' rides
and concessions.

The worker's compensation rale
(or Morion's business Is 28 per 100.

Thai means she pays out m in in
snrancc premiums fur every Stun
she pays an employee. "It's a high
rale, but If* scheduled toJump (u 3y
percent InJanuary," she said.

Morton says not all of the Jobs in
her company warrant the high
rale. Some Jobs, like erecting the
fcrrls wheel and oilierrides,(Inear
ry more risk lhan others.

“But. what has me alennietl. i»
thatthe Insurance companies want
me to pay tho same contpcnsnlimi
rate for tlckct-takers as | do fur
roustabouts.” Morton said. "I ask
you,where's the Injury risk In sell
Ing a ticket!"

Morton says heremployees "are
among the mostexperienced In the
business. I've retained a three-star
rating on my liability Insurance.
My people are careful and do o Job
properly. My liability Insurance is
only three percentofwhat 1have to
pay In worker’™ compensation,"”
sho said.

"1f | can't stay In business, il
meansthere willbe nomidways, un
rides and games, at any fair in
Alaska." she said.
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Frustrations of system not lost on doctors

0410
Dy DILL KELDER
Staff Writer

Dr. Kurt Merkel, an orthopedic
surgeon with the Fairbanks Clinic,
has seen a fair share 0f worker's
compensation cases in the two
years he’s practiced medicine in
Fairbanks.

“It's easy to say the problem
(with worker’s compensation) ij
the insurance companies, or this or
that doctor, attorney, or employee,
but the whole system has its bad
points as well as its good points,"
Merkel said in an interview.

""For one thing,"" he said, "'not all
injuries are the same, and some
can be tough to verify." A broken
arm, for example, is easy to iden-
tify and reasonably easy lo treat.
An employee who breaks anarmon
the job, can get it fixed and be back

W orker's

Compensation

to work® without having to go
through vocational rehabilitation
training and with little lost work
time.

"'On the other hand, a back or
neck injury can be very tricky,"

Merkel said. ""Those types of in-
juries can be very real, very paln-
Iful for the patient and never show

'up on anx-ray. When that happens,

It’s almost natural for the insur-
ance company to say, this guy’s
faking the injury.

"But the doctor can't jump to
that conclusion. Ifadoctor releases
a patient for work too soon, the doc-
tor can be sued for malpractice. So
doctors are naturally cautious in
such situations,” Merkel said. He
said back injuries account for ab-
out one-sixth of all compensation
plalms nationally. "*We spend ab-
out $40 billion a year nationally on
jack Injuries through compensa-

lon payments, days lost, etc.,”
tferkel said.

' Merkel says the vast majority or
jill compensation claims ore legiti-

mate. Some clearly are not, and
others fall into a gray area. He said
some people now file worker's com-
pensation claims because of stress
on the job. )

"Insurance companies want
f hysical documentation or proof of

njuries,” Merkel explained.
""Sometimes that’s just not possible
and the doctors get caught in the
middle. But when insurance com-
panies know they're liable and can
be shown proof of an injury, they're
usually pretty good about coming
around.”

Merkel said the way the com-
pensation system is defined has a
lot to do with the problems now
being experienced by people in-
volved in it.

"I don't know of any compensa-

(See WORKERS, Page 7)
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‘m ii law here Dial’s been drafted
*I'll solid input from doctors,”
> ikd said. "0 rthopedicsurgeons
‘elhalfto 70 percent of all worker's
"inpensation eases referred lo
" in, but we weren’teven asked to
ii ""ii Die governor’s workers' com-
‘o'-alion task force.”

I'il'liuenlly, the employee is frus-
i i’iil I>y the injury as well as by
D" ioinpcnsation system.

Blue-collar workers seem to
have the most on-the-job injuries,
I'liey rc brought up lo work hard
lor a living,” Merkel said. "Thus,
aninjury to them can befrustrating
il only because it keeps them out
"l work, but also because they are
‘Mibarrasscd lo be injured in the
Iti.".t place.”

IIf said it’s not uncommon for
hiburcrs to go back to work before
in injury has been completely
If iked outor has had time to heal.

'11you take a paper clip and bend
it nut of shape, then bend it back
:mushape, it mightwork fine. But if
.mi keep bending it, it eventually
.vi'.ikons and breaks from over-
u Merkel said. "The same
Hung is true of people. I think a lot

of people with back, shoulder and
neck problems get the occupational
overuse syndrome.”

Merkel has one compensation pa-
tient, an iron worker, whose back is
totally worn out, like the overused
paperclip. “He tied rebar, that was
his job. It meant lifting the iron re-
bar and tying it into ﬂlace 30 lo 40
times an hour, 15to 16hours nday,"
Merkel said. "'If you do that for
three or four work seasons—unless
you’re an exceptional person—

you’ll start developing back pain.™.

Merkel says emploe/ers can save
themselves a lo" of trouble and
money by physlcaDy testing anem-
ployee’s back, shoulder and arm
strength before lhey are hired.

Under state workers’ com-
pensation laws,, anyone injured on
the job who cannot return to that
job because of an injury is, after 90
days, evaluated for referral to a
vocational-rchabilitation service.
Once approved, the employee re-
ceives training for a new job, often
in a new career field, said Claire
Hiratsuka.

Hiratsuka is a counselor with
Northern Rehabilitation Services,

one of anumber of privately owned
rehabilitation firms that have
sprung up In Alaska since 1982.

Vince Gollog(ljy, owner of the ser-
vice, told attendees at a recent Uni-
fied Fairbanks meeting that, prior
to 1982, only about six such firms
were operating in the state. Since
then, he said, the number has
grown to about 50. The 90-day provi-
sion was added lo the state's com-
pensation laws in 1982

Hiratsuka said clients referred to
her agency by insurance com-,
Fianies often face problems retum-

ng to work.

"Employers frequently do not
want to hire, or rehire an employee
who has filed a compensation claim
for fear their Insurance rates might
go ug or they might get hit with a
another claim themselves,"" Hirat-
suka explained.

Another problem is the downturn
in the state's economy.

"it’ hard for a healthy person to
find a job out there right now,"
Hiratsuka said, "'let alone an in-
jured person who is limited in the
type of work they can do. It makes
it that much tougher on the injured
employee and that's sad."'

earned before his injury,
couldn't understand what the p
lcm was. His health and attil
were positive, and his job trail

"We deal with the doctdrs, the
lawyers, the employer, the em-
ployee, the insurance companies
and state agencies," said Mike
Stackhouse, who handles job de- was complete.™
velopment for NRS. He said the  Finally, she called the man

company often is the first to en- her office and asked "What's go

courage discussion among all par- e .
ties involved in a claim and that, in ©N?"" The man sheepishly told

turn, frequently leads to a more that, while he personally was rc;
timely resolution of problems. to go back lo work, his attorney |

""But our main goal Is to see the -
employee’s situation all the way ©ld Nim not to accept any new

through medical recovery, the leg- because it might adversely aff
al and paperwork process, and re- his chances for a good sctlicm
training until a suitable new job is with the insurance company. Hit
found for them." suka believes that kind of probl
Under state law, Hiratsuka said, is not rampant though it does oci
vocational rehabiliation workers occasionally.
need to have a background in
counseling and psychology.
Hiratsuka recalled an episode in-
volving an injuroAlaborcr who was
anxious to get back towork. He had
been cleared medically by his doc-
tor, had been retrained, and was
ready and eager togo back to work.

"We kept sending him out on job
Interviews,"" Hiratsuka said, ""and
hekept coming back saying "no, not
for me.” These were good jobs
paying prettyclose lo what he had
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Labor, management fight bids
to change workman’s comp bill

By BILL KELDER
Staff Writer

“Parts of the bill are dear to me
and parts are dear to them,” he.

o Representatives of Alaska labor _said, motioning across the table to'
and management spent more than hiscounterparts: labor representa-
a year drafting legislation.to re- tives Bob Anders.field representa-
Vamp-.the- statels worker chin-V..tive of the International Uhloii of.
pensation laws; now they are wor-. Operating Engineers;. Local S02;!
ried that attempts to amend the leg- *» Ralph Mingo, safety security offic-

islation could undo their efforts.
The legislation has been intro-

er with Tearasters-Local 959; and
John Giuchici, with the Interna-

duced .through. the. Senate Labor. «.tional-Brotherhood of Electrical

and Commerce Committee.
“This bill is truely a compromise

Workers, Local 1547.
“It has been

alotofwork, geared

bill,”,:said Richard Cattanach' moreducingworker's

Tuesday. Cattanach Is vice presi-' COSES
dent for finance with.the Anchor-'-. INQ.t

o em I

he ri

rswhilestill meek*
s pfdn”uredtemh

age-hasedUnitCo. andis one of ther VAnders"dd I'If thebill Is-
; | ' B It Rt b o

management representatlves who

negotiated with his la! or counter-* Of managen‘ent g
‘ Cattaniach,pdersVan

Anchpfcage They.

parts'to develop the*ew legisla-™

«areallfrom

might su it?'
were

in Fairbanks Tuesday to drum up
local labor and management sup-
port for the legislation. Giuchici, of
Fairbanks, will present the bill to;
the membersofrFairbanks building
trades and construction locals at a
meeting this afternoon.

""The workers compensation law
was originally designed so that the
employer pays the bills and theln
jured employee receives the be-
nefits,” said Anders. “But, since
then, a lot of people have come be-
tween those two ends,"" he'said re-
ferring to the doctors, lawyers and
vocational .rehabilitation,workers
that now crowd the worker’s com,”
pensatlon landscape, -yl M

‘tThe system wasn’t designed 0"

Mingo” benefit them, itwas designed to be®

(See<X)MPr Page



Workers' comp premiums raised

By BILL WHITE
Oaly News business afto”

Alaska business owners could
pay as much as $38 million more
next year (or workers' compensa-
tion insurance because of heavy
claims made by Injured employees,
according lo the state Division of
Insurance.

Don Koch, a special deputy in
the division, said the premium in-
crease next yea' will average 25
percent. But that's just the average.
Actual premiums paid by individu-

crease of 65 percent

Businesses paid premiums total-
ing $153 million this year. A 25
percent Increase would raise that
figure by $38 million, assuming
payroll costs don’t decline.

“Without a doubt 1can say some
of the businesses here today will
not be here several months from
now, and the skyrocketing insur-
ance rates will be a major cause of
that,” said Steve Haag, president
of the Workers' Compensation Com-
mittee ! Alaska. Haag's employ-

lower workers' compensation costs.

The latest increase comes after a
H.3 percent boost in premiums in
January.

The National Council on Com-
pensation Insurance, a rating group
of insurers, proposes the rates
based on claims made and expected
to be made, Koch said. The state
reviews the proposal before adopt-
ing it.

Losses paid to Injured employees
under workers' comp have more
than doubled In the last four years,
Koch said. Losses in 1983 totaled

al businesses will
decrease of 11 percent to an in-

W O RKERS”

Continued from Page C-7 |

$71 million. The next year
they reached $90 million, fol-
lowed by $121 million in 1985.

By last year, even as pay-
rolls statewide were
shrinking, losses bad soared
to $159 million, he said.

Why are losses so high?

No one knows for sure,
said Koch.

Benefits paid nationally
have leaped 60 percent since
1982, according to the Social
Security Administration. So
Alaska probably is part of
that phenomenon.

"You can have your bene-
fits reach a level where
there's little incentive to go
back to work," Koch said.
"The workers' comp system
was originally designed to
keep people off the welfare
roles, but it has gone beyond
that.”

Events peculiar to Alaska,
however, could be contribut-
ing to the rise.

range from a

COMP

"We think that in a lot of
cases with workers' comp, in
the economy we have now, it
becomes kind of a replace-
ment for unemployment in-
surance." Employees W LJ feel
a layoff is imminent will go
on workers’comp, whose ben-
efits are better than unem-
ployment insurance. Some
such claims likely alt fraudu-
lent, Koch said, but in many
cases the prospect of jobless-
ness psychologically can cause
ailments.

John George, diiector of
the Insurance Division, told
the workers’ corap committee
that "we are 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.”

The state uses 600 different
business classifications for
workers' comp, each paying a

ers’ group is trying to prepare a
package of legislation designed to

different premium.

The classifications are di-
vided into four categories.
The following are the catego-
ries and the how much the
premiums will change within
the category on Jan. 1:

sManufacturing, an 11 per-
cent decrease to a 39 percent
Increase. This category in-
cludes bakeries, canneries,
carpentry shops, machine
shops and newspapers.

» Contracting, 4 percent to
54 percent increase. This in-
cludes plumbing, masonry,
welding, electrical, water
drilling, excavating, roofing
and sewer construction busi-
nesses.

See Page C-8, WORKERS COMP

Businesses face higher premiums

« Qil and gas, 15 percent to
65 percent Increase. This In-
cludes oil companies, oll-fleld
service bu nesses and pipe-
line firms

« All other, 5 percent de-
crease to 45 percent Increase.
This Includes logging firms,
trucking, airlines, retailing,
sales, hospitals, hotels, res-
taurants, legal and govern-
ment.

The division will hold pub-
lic meetings next week in
Anchorage to explain the new
rates and how they were de-
rived. The meetings wlU from
1to 4 pm. and 7 to 10 p.m.
Thursday In the Loussac Li-
brary.
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Workers'Compto jump 25%

Alaskan businesses will he fnced
with un overage 25 percent rnte in-
crease in the cost of workers' com-
pensation insurance effective Jan. 1,
1988, according to the director of the
stale Division of Insurance, John
George. George made the announce-
ment at a recent seminar sponsored
by the Workers’Compensation Com-
mittee of Alaska.

Employers are rcguircd by law to
carry workers' compensation insu-
rance to pay for the medical costs

and lostwages incurred by employees
who oreinjured on thejob. Employees
do not contribute toward the cost of
the insurance.

“Based on the paid loss method of
determining what the workers' com-
pensation rote increase will be effec-
tive Jan. 1,1988, the average will be
an increase of 25.1 percent. That’s
not good news,” George said.

The 1988 average rate is almost
double the 1987 rate increase of 14.3
percent. In 1987 industries such as

construction, manufacturing and oil’
and gas experienced increases of al-
most 40 percent. George says the

continuing increases are founded in

losses via claims incurred by insu-
rance companies.

“Payrollshave beengoing down in
Alaska for the last few years. One
would expectthatthe losses incurred
by carriers would also be going
down,” George said. The opposite is
true.

George noted workers’ compensa-
tion claimB totalled $70 million in
1988, $89 million in 1984, $124 mil-
lion in 1985 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 ofcalculating 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 said.

Headded IheDivision of Insurance
ran its own calculations and pre-
dicted a 25-30 percent rate hike was
legitimate. "We're fairly confident
that the 25.1 percent is a legitimate
number. Itis an unfortunate number,”
George said.

Steve Haag, presidentofthe Work-
ers' Compensation Committee of Al-
aska, said the rate increase is bad
news for Alaskan businesses already
impacted by slow economic growth
"W ithout a douht | can say some of
the businesses here today will not be
here several months from now and
the skyrocketingir-\irancc rates will

be a major cause ol that,” Haag said.

George encouraged employers and
employees to examine the factors
that affect rates to determine if the
benefits are appropriate and if em-
ployers can legitimately afford to
pay the'cost of those benefits.

"l 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 em-
ployersjustcan‘tafford to keep pay-
ing, insurerscan'tafford to keep sell-
inginsuranceiftheycan'tcharge an
adequate rate and we end up at a
place where you can't have a busi-
ness in Alaska employing people.”

WCCA reorganized lastwin ter after
the 1987 rateincreases wereannounc-
ed. The organization is currently ex-
amining all aspects of workers' com -
pensation law in an effort to prepare
a reform package for the legislature
in 1988.

George said the Division of Insu-
rance would hold two public hear-
ings in Anchorage on the rate in-
creases. They will be at the Loussac
library from 1-4 p.m. and 7-10 p.m.
Friday, Oct. 23.

To
Subscribe
to the AJC

Just Call
272-7500
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Rising workers’ compensation
costw%aid threat to small business

By BILL KELDER
Staff Writer

From 1933 to 1986 the amount of
workers’ compensation insurance
paid out to Alaskans suffering from
Job-related injuries and illnesses
more than doubled: fi;om $70 mil-
lion to S150 million, according to

state officials. o4
Bccausc of that, Alaska em-
ployers last January saw the cost of
their workers’ compensation insur-

ance payments increase an aver-
age 14 percent. The insurance com-
panies how plan to raise those rales
again, by an average 25 percent
this coming January.

State Sen. Bcttye Fahrcnkamp
predicts that efforts to reduce
worker’s compensation costs will
be one of the Senate’s top three leg-
islative priorities next year.

With the state’s economy in tough
shape, the workers’ compensation

WUKKHENJE

(Continued from page 1)
fcrencc Friday afternoon. In-
terested parties can testify at the
Fairbanks Legislative Information
Office on Barnette Street.

Ray Price, the governor’s special
assistant for labor matters, said
that Gov. Stover Cowpcr will soon
appoint a special task force to look
into the high rates Alaska em-
ployers must pay for workers’com-
pensation insurance.

Price has been in Fairbanks the
past few days on a scries of meet-
ings with local community leaders
on this and other labor-related
issues. According to George, the
money for compensation payoffs
can only come from a few places:
Ore is from company surpluses, or
savings accounts; another is from
rate increases in workers’ com-
pensation insurance; or it could

come from a company’s invest-
ment income.

"'One way or another it ultimate-i
ly comes out of employers’ pock-I
cts,”” George said. "Insurance!
companies are conduits for money,
they have to match Income with

.outflow,” he said.

""Setting workers’ compensation
rates is a lot like driving your car
forward by looking In the rearview;
mirror," George said. He was re-'
ferring to the fact that compcnsa-;
tion rates arc set by looking at past
years’ compensation claims and
payoffs filed by Alaska employees,
injured on the job.

"It gives you an idea of what the
rate ought to be for the following
year, but there’s no real way topre-1
diet the future, to say how many
claims will be filed and paid,”
George said.

increase could cause some smaller
businesses In the state to go under
because those employers won’t be
able to afford the hike.

"In 1983, total workers' com-
pensation paid out to injured Alas-
kaworkerswas $70 million. In 1986,
it was $150 million statewide,” said
John George, director of the state’s
division of insurance.

It’s the insuranccdivision’s job lo
make sure that rates aren't exces-
sive, he said. “But if you don't
charge enough, insurance com-
panies stop writing policies for em-
ployers, or the insurance com-
panies go broke.”

Even so, George described Janu-
ary’s scheduled 25 percent increase
as "'a very substantial increase."

“It’s amess,"" said Chuck Itecs at
Wednesday’s Unified Fairbanks
luncheon meeting at the Sunset Inn.

The problem has led both Unified
Fairbanks and the Fairbanks
Chamber of Commerce lo begin
efforts to hold seminars for local
lemployers on workers’ compensa-
tion insurance reform.

The House Labor and Commerce
Committee has scheduled hearings
in Anchorage on workers’ com-
pensation and related matters next
Thursday and Friday.

, Therewijll be astatewide telccon-

(See WORKMEN, Page 7)
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" Bill would cut employee Insurance coverage costs

By LARRY PERSILY
The Associated Press

JUNEAU — Employers are
expected to save millions of
dollars In premiums and in-
surance companies may save
millions of dollars in claims
under a rewrite of workers’
compensation laws passed
Thursday by the Senate.

The measure is intended to
reduce the increasing cost of
workers' compensation cover-
age, while also providing
some help to injured workers.

The bUI (SB322) passed the

Senate 15-0 and now moves to
the House.

Alaska employers paid
$153 million in workers’ com-
pensation premiums in 1986,
said Don Koch, special deputy
for the state Division of In-
surance. That cost increased
in 1987, he said, but an exact
figure is not available.

Insurance companies paid
out more than $150 million in
claims in 1986, Koch said.

Anchorage pays out $2 mil-
lion to $3 million a year in
claims, said Harry Sjoberg,

Briefcase

the municipality’s risk man-
ager. He said the city expects
in time to save more than
$500,000 a year if the bill
becomes law.

“There could be less litiga-
tion because of it,” he said,
and stress-related claims and
vocational rehabilitation
costs to employers would be
reduced under the bill.

The municipality covers its
own employee claims up to
$500,000, and buys insurance
to handle claims over that
amount, Sjoberg said.

Alaska job-related injuries drop

Job-related injury and illness rates in Alaska
dropped nearly five percent in 1986, according to
the U.S. Bureau of Labor Statistics. Latest sta-

tistics also show the rate of injuries and illnesses
for the nation remained unchanged from last
year. The rate in Alaska declined from 10.7 to
102 percent in 1986. The incidence rates repre-
sent the annual number of recordable private
sector occupational injuries and illnesses per 100
full-time workers. About one out of every 10
workers in Alaska suffered an on-the-job injury
or illness during 1986.

In passing the bill, senators
approved a letter of intent
asking the Division of Insur-
ance to request insurance
companies to adjust their
rates to reflect changes in the
law.

The letter of intent, which
does not have the force of law
and only expresses the wishes
of legislators, said the bill is
expected to reduce workers’
compensation costs at least 2
percent.

The bill would prevent
workers’ compensation bene-

fits for stress unless it was
“extraordinary and unusual
in comparison to pressures
and tensions experienced by
individuals in a comparable
work environment."

Stress-related claims were
cited at legislative committee
hearings as a growing prob-
lem. “Workers’ compensation
was not designed to deal with
stress,” an attorney told law-
makers last month. He said
stress may be pre-existing or
caused by factors outside the
work place.
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{WORKERS" COMP: Employers voipe concerns over rate Increase

Continued fromPage G-1

but-of-state companies that
can bid jobs based on oul-of-
state rates.”

Haags employers’ group,
as well as ad-hoc committee
of labor and business people,
are preparing legislative pro-
posals to reform Alaska’s
workers' comp law.

Donald Koch, a Division of
Insurance deputy, said Alas-
ka’s workers' comp package
is one of the most generous in
the nation.

Maximum salary compen-
sation rates, for example, al-

irijured worker, 14 e
e e T A ate

state wage." In many states,

‘* chorage, questioned Koch’s

' statistics. He wondered what
the -insurance companies

the average state wage is the 1 counted-as costs-, and whether

maximum, he said. .

Insurance’'companies need -

rate increases to keep making
profits in the face of escalat-
ing claim costs, he said. In
1983, workers’ compensation
losses were $70,678,000,” Koch
wrote in an analysis, ",.. and
in . 1986 they were
$150,294,000. That is more
than doubled in a four-year
period and with a decreasing
(state) payroll to boot."

But Sen. Tim Kelly, H-An-

injured workers were collect-
ihg their fair share, instead of
some of too much of it going
to doctors/lawyers and adjus-
tors. "We got a whole lot of
people splitting up the pie
and I'm not convinced that
it’s going where it should be,”

Kelly said.
Mano Frey, an AFL-CIO
representative, warned that

reforms .hould not harm
those who need service. “In
the middle of this are thou-

sands of people who are hurt,

and those are the people wh
'should be compensated.™

During the hearing, seven
injured workers told harrow
ing. stories about not gettin
any assistance while insuj
ance (xmapanies fought ovo
who should pay bills.

"We don't have a Divisio
of Insurance that is .aggre
sively regulating the indu
try,” said Chancy Croft, |
attorney who represents i
jured workers, in_ an inte
view after the hearlng

Croft fears that new refor
laws might be passed, b
then insurance compani
wouldn't cut rates.
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Compensation |
for workers j

com,pliex issu e *
o |
By BILL KELDER
Stalf Writer

One reason state workers “com-i
pensation and other insurance
costs are increasing is because li—
mited cases of insurance fraud are

The News-Miner will take a closer

look at problems with the workers ~
compensation system ina series of

articles beginning Tuesday.

being prosecuted, according to
John George, director of the state
Division of Insurance.

George was a panelist partici—
pating inan employers symposium
Saturday on workers® compensa—
tion insurance at the Westmark
Fairbanks Hotel.

The state 3 restricted budget and
staff cutbacks-have added to the
problem of prosecuting insurance
fraud and other so-called "white
collar" crimes, George said. He
said his division— with limited per—
sonnel- investigates available in—
surance fraud cases.

"Inone case we investigated, we
believewe came up with proof that
an individual committed insurance
fraud in the amount of three-,
quarters of a million dollars
($750,000),>~George said.

"We put the case together care—
fully and turned itover to the attor—
ney general 3 office responsible for
prosecuting white collar crime.
They came back to us and said,
"Gee, we @ like to prosecute this,
but three- rs of a million dol—
lars isn't%uch money and
we Fe spending our limited funds

prosecuting murderers and rap—
ists,” TGeorge said.
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WhatThey're Savinr *o Patients (Constituents):

Chiropractors Critical Of Workers' Comp Bl

One major group in Alaska having problems with the proposed new ‘Worker's Comp’ legislation is the
chiropractic profession, and they are lobbying with their patients concerning what they sec as problems.
Chiropractors arc also concerned because they Inherit the patients that suffer fromjob related injuries that tend
to be ‘cumulative.’” These injuries, unlike the more definitive ‘accident’ injury, are less easy to define, and
sometimes substantiate, as job related.

The following complaints are taken from a circular many chiro J)ractors are providing their patients. (There
have been a few deletions.) They say the new proposed law would do the following.

+¢ An insurance rehabilitation specialist will have ntal control over your rehabilitation. You
(the patient) will have almost no say. Also, you can only be rehabilitated once in your life,
regardless of how many injuries you suffer. And it can’t cost over $10,000.

+¢ You can only receive 20 treatments in 60-days, regardless of how extensively you are injured.
+¢After 14-days, the insurance company can make you go to their doctor.

+¢The insurance company can use ‘lower 48’ companies to determine fees, making you re-
sponsible for the difference. .

+¢ Perm anent disability payments will have a limit, no matter how extensively you are injured.

© +¢ Once you have stopped improving, or your condition is expected to get worse without con-

tinued care, you can receive no additional medical care, regardles of how extensively you are
injured, unless you prove it to the board. . ..

#¢ Your doctor has one week to submit his treatment schedule to the insurance company, and
tney have two weeks to accept or deny it. Therefore, if they do not like you, or your doctor, or
his plan of treatment, they can deny the entire claim without penalty.

+¢ You can change doctors only once without written permission from the insurance company.

+¢ If there is a dispute between you and your insurance company they can stop all benefits
to you, regardless of your condition, until you take it to a board hearing. You are quilty until
provenb innocent! : :

#¢ The IME doctor can say anything he wants about your claim or your doctor, and will not
be held liable. I_ e -

i . ,® *

For all of this (and more), the insurance companies are notrequired toreport how much they set aside in reserves,
how much is spent on injuries, or how much was collected in premiums. Therefore they can charge Whateverthey
want, regardless of how it may strangle our economy.

The handout to patients then urges patients to contact their representatives to oppose the proposed workers’

comp bill. It (the bill) is highly discriminatory, (the handout states) and will seriously jeopardize your ability to

seek health care as an injured worker. Employers, (it continues) demand that the insurance companiesjustify those
exorbitant rates which they charge us.
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By N. MICHAEL RUCKA
CAAA Past President

(Editor's note — The following was
delivered at the meetlnq of the™ Asso-
ciation of Trial Lawyers oT America Nov.
11 in New Orleans.)

In the inexorable march to limit
victims' rights, my premise is that the
insurance carriers have no one single

ame plan, because the insurance in-
ustry is not monolithic.

Within the insurance industry are
regional, national and international
carriers, as well as those that spe-
cialize in one or another type of nsk

While there are certain competitive
forces which operate on the short-term
basis and appear to encourage diver-
sity and competition, there is at the
same time, common to all carriers, the
object of eliminating or at least neu-
tralizing the presence of effective trial
counsel for the plaintiff.

There is, without Question, a com-
mon ultimate goal to have a legal sys-
tem which precludes civil trials as we
know them today, i.e. with juries- to
eliminate punitive damages as well as
damages for pain and suffering,- lo do
away with concepts of strict liability,-
and ultimately to bring about a major
change in the judicial system so that, to
the extent that litigation does occur, it
will be held in an administrative law
forum, a la the workers' compensation
system.

Those of you who have read my arti-
cles in the California Trial Lawyers
Association FORUM know that in 1986
at Orno, Maine, a conference was held
entitled ""The 10th Annual Symposium
on Workers' Compensation®. This sym-
posium was subtilled, ""Workers' Com-
fiensalion: a Paradigm for Tort Re-
orm'’. A numberof major figures in the
insurance "'reform’ community were
present, among them Victor Schwartz
and Kenneth Feinberg.

Schwartz was a major force in the
development of the now defunct Dan-
forth Products Liability Bill, which was
an attempt through tne US. Congress
lo make major changes in the field of
product liability. Feinberq is a former
chief aide of Sen. Ted Kennedy, and
was the Special Master in the Agent
Orange case. There were others present
whose names are not well-known, but
who are policymakers for various in-
surance carriers.

The common theme of the Orno con-
ference speakers was that the system
has to be changed. Even the represen-
tatives f 'i organized labor bought
into this c™.icept! As expressed by one

e e Wi f oLty

of the several speakers' . .. change will
come, it may take many years, but it
will come because the message has
been given and accepted by the public
that cnange in the tort field is neces-
sary."

The logic fallacy operative in the
minds of the "insurance reformers™ is
that the current system is malformed,
or at least malfunctioning and needs
reform. Discussion always centers upon
the supposed fact that lawyers and/or
doctors take too much out of the sytem,
leaving too little to be distributed to
those “truly in need".

No discussion ever takes place con-
cerning the amount of profit, method of
bookkeeping, etc., employed by the
various insurance carriers lo manipu-
late public opinion or the level of dol-
lars actually paid to the disabled.

Even representatives of organized
labor avoid asking questions about
insurance profits, accepting ungues-
tioningly the premise that the system is
not working and is being "'ripped off"
by lawyers, doctors anaclaimants.

Because it is assumed that the lead-
ers of ""organized labor" represent all
of labor, it is also assumed that they
know what is best for the working
people of this country. In point of fact,
"organized labor" represents only 19
percent of the entire work force, and of
that 19 percent only 13 percent be-
long to tne traditionci AFL-CIO/Team
ster organizations.

The remainder, six percent of the
work force, is represented by nonaffil-
iated or quasi-unions, such as teacher
and public employee unions, leaving a
full 81 percent unrepresented.

In a world of mainly unorganized
workers in which organized labor as-
serts little influence, who would speak

ouury. 1960

for the injured if there were no mem-
bers of the trial bar? Obviously no one
—at least that is what recent history
has shown.

Even so, in California the effort to
remodel the world of liability into o
world of no liability and lots of profit is
actively driven by the insurance com-
munity which over the years, through
concerted campaigns, nas effectively
"'stoked up' the employer/manufaclur-
ing/medical community to the point
that its members believe that the prob-
lems of negligence, defective products,
etc., are cauSed by lawyers.

What is occurring in California is not
unique, throughout the country there is
the same battle cry. In Florida, Colo-
rado, Oregon, ldaho — in some 26
states over the last dozen years, major
changes have occurred in tort and
workers' compensation, precipitated
by the erroneous belief mat it is the
lawyers who are the root of all evil.

What is not fully understood by both
lawyers and the consuming public is
that what is occurring in each state is
not really an isolated incident, but
rather the product of a long-term,
well-orchestroled campaign. An  ex-
ample of how this occurs can be seen
from my California experience.

In 1986 the insurance community,
with the aid of manufacturing groups
and the California Chamber of Com-
merce, convinced the California Senate
to hire as a consultant to its committee
which deals with insurance, industrial
relations and workers' compensation,
a consultant who had been instrumen-
tal in rewriting the controlling laws in
Florida, Massachusetts and Oregon,
among others.

This fellow can truthfully, and prob
(Continuod on Next Pogo)
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ably proudly, say that he has caused

}more change in state laws throughout
the nation fhan virtually any other
single individual. His name: John Lewis,
who is really a spokesman for a point
of view espoused by the insurance
industry and large manufacturers.

The plan in California was to reform
workers' compensation, minimizing law-
yers' participation by making their
clients’ access to the system extremely
difficult, if not impossible. In this effort,
organized labor, or at least its "'lead-
ership™, was an active supporter.

That support came not because of a
promise of increased levels of long-
term benefits for members whose disa-
bilities would take them away from
their crafts, but because the short-term
auid pro quo would be an increase in
the "'temporary disability" payment to
the injured worker.

Perhaps the subtle reasoning for
organized labor's concern for the tem-
porarily disabled worker versus their
reduced concern for the permanently
disabled worker is that a permanently
injured worker who can no longer ply
his or her craft pays no dues to the
union and, therefore, is no longer a
xconstiluenl and no longer the responsi-
bility of the union leadership.

We must understand that the insur-
ance carriers want to segregate from
the trial bar those organizations which
should be the supporters of a litigation
system lhat makes the workplace safer
and more healthful.

The carriers attempting to cut off
such groups employ as point persons
individuals who are able to convince
labor that controlling access to law-
yers and restricting contingency fee

CAAAMENHS

contracts help them provide a valu-
able service to their membership. Those
who accept his argument often do not
understand that complex litigation is
costly and lhat not all cases brought
are likely to succeed.

What can we do? As knowledge-
able members of the trial bar, we must
communicate regularly and clearly with
organized labor. We must realize that
the insurance industry has beaten out
the trial bar in the public relations
contest for the hearts and minds of the
public.

Proof of this is to be found in fre-
guent ads appearing in the WALL
STREET JOURNAL and other major
newspapers and magazines of the cities
and towns across this country which
say the system is in crisis and needs to
be reshaped. Equally important, in
virtually every market, radio talk shows
feature frequent prog ams of "lawyer
bashing™.

As an organization, we must de-
velop the capacity to respond! We
must have a speakers' bureau staffed
with knowledgeable and articulate in-
dividuals who can refute the outland-
ish claims and misconceptions floatina
around. There must be a dialogue with
the public that reflects the positive
things that the system brings to them.

In those state legislatures and in
Congress, where the battle to maintain
the tort system as we know it is being
fought daily, the presence or absence
of empathetic legislators determine
the continuation or alteration of the
present system. It is incumbent upon us,
therefore, to become acquainted with
candidates in state and federal cam-
paigns and participate actively to make
certain that the positions we believe
correct are represented.

Yes, it would be presumptuous lo
suggest that the present system is with-
out flaws, or that there ‘ere no attor-
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neys who cause the plaintiff trial bar
great embarrassment, or are an insult
to the profession.

But we must not be complacent in
our desire to preserve a good system
We must be willing to consider change
—if it will moke for a better system, we
must consider the problems caused by
those of our brethren who do overreach,
do overcharge >n their contingency
contracts. We must be willing to share
our special knowledge with the public
in a way that it can understand.

This means that we have to give of
our lime. Appearing at public forums,
Rotary, speaking before clubs and the
like is extremely important It has been
said by some demographers that two
of the most influential organizations in
the U.S. to the general public are the
WALL STREET JOURNAL and the Ro-
tary Clubs. Nuff said!

Lastly, we hove to be politically
important players in our own commu-
nities. We must remember that when
the public sits in a jury box, or enters
the voting booth lo vote for or against
us and our clients, both short-term
menizory and long term memory are at
work.

If the long-term memory perceives
lawyers as greedy and uncaring, we
lose no matter how much we, in the
short-term, try to educole

Only if we adopt the approach of
the insurance industry, a long-range
program of constant education, con-
stant advertisement and constant dia-
logue will we be able to change long-
term memory in favor of the causes In
which we believe we can be successful.

There is no doubt in my mind that if a
vote were to be taken today, the views
of Shakespeare, Trotsky, Lenin and a
few well-known jurists would prevail:
the lawyers would all be killed. My
purpose for being here is to ensure Ihat
this does not occur. In reality, however,
only through the concerted effort of all
of the trial bar can this really be
assured. .

(Editor's note —The preceding was
presented to the largest attendance of
all of the sectjon seminars at the ATLA
convention. The Workers' Compensa-
tion Section seminar was chaired by
Bob Buch, CAAA media chairman.)

DON'T INTERRUPT YOUR SECRETARY

What causes secretaries the most
stress? According to a survey done by
Panasonic Industrial Co. Professional
Secretaries International, interrup-
tions were the number one problem.
Following closely behind were lack of
advancement opportunities, lack of in-
put into decisions and lack of commun-
ication from the secretary's immediate
supervisor. —Communication Briefings.



Workers’ Compensation in Alaska:
Lassoing @ Good Idea That's Run Amok

Workers’ compensation legislation being considered by Alaska’s lawmakers
during the current session addresses one of the most critical problems

0 NE OF THE MOST IM-
portant pieces of legisla-
tion ever to come before
Alaska lawmakers is being
debated in Juneau; a long-

overdue revision of the state's compli-

cated and costly workers’compensation
system. The hill is designed to protect

Alaskan employees, businesses, jobs.

\Workers' compensation originated in
the United Stares in 1912 was based on
a belief that an employee is entitled to
wage compensation and medical cover-
age for injuries suffered on the job.
1Wbrkers’comp insurance coverage now
is mandatory for every employer in the
country, and Alaska has one of the most
generous benefit and compensation
packages.

In practice, workers' comp systems
and methods have run amok in Alaska.
Neither employer noremployee is bene-
fiting, and the cost of the system is
threatening the very existence of many
businesses in the state.

The problem isn’t widespread abuse
so much as that the system has gone far
beyond what it was intended to accom-
plish. Th ; goal of workers’ compensa-
tion should be to help an injured worker
to recover and return to gainful employ-
ment. During disability, he or she
should be compensated at a level com-
parable to the income that would hnve
been generated on the job at which the
injury occurred. But that basic premise
has been altered here. Under the Alas-
kan system, there's little or noincentive
to return to work.

Why is Alaskas system so expen-
sive? Numerous reasons. Some of the
factors that have driven up the cost of
coverage: runaway medical expenses,
the failure of occupational rehabilita-
tion legislation adopted in 1982, the
absence of limits on benefits and a lack
of fraud investigation.

Alaskan employees are being ex-
cluded from Alaskan jobs because
Outside companies using all-states
endorsements have a competitive ad-
vantage bidding on work in Alaska.
Such-endorsements enable Outside
firms to payworkers’compensation pre-
miums based on their home-state rates

ever to face Alaskan business.

By Steve Haag

even though the work is being per-
formed in Alaska.

Last year workers’ comp premiums
in Alaska jumped an average of 14.3
percent; many industries suffered rate
hikes of 30 to 40 percent. This year the
average premium soared an additional
25 percent. Some industries-like oil
and gas- were hitwith anincrease of 68
percent.

To put recent increases into perspec-
tive. consider these numbers: Workers'
compensation claims in the state totaled
S70 million in 1983, $89 million in 1984,
$124 million in 1985 and $150 million in
1986 ... despite a payroll base thats
declined below 1982 levels.

In 1988, Alaskan companies will pay
almost $38 million more for workers'
comp coverage than they did in 1987.
Many businesses are struggling to sur-
vive; many won't be able to afford the
most recent round of increases. The
outlook isnt bright for the survivors,
either. Another increase in 1959 is inevi-
table unless the system is reformed.

Already the number of claims filed in
fiscal 1988 is outpacing the number
filed during the same period in fiscal
1987.

Knowing that meaningful changes to
the system would require the involve-
ment of labor, Workers’ Compensation
Committee of Alaska approached a
number of organized labor groups to
gauge their interest in reform. Realizing
there will be less business arid fewer
jobs as premiums continue torise, labor
worked closely with management to

draft legislation currently before law-
makers.

A 10-member labor-management
task force was formed to hammer out
compromises and bring issues concern-
ing both sides to the table. Both those
who pay and those who benefit were
heard. Both sides agreed lawyers, doc-
tors, chiropractors and other special
interests who earn handsome livings off
the current system should not be repre-
sented on the task force.

Among the major issues addressed
was a redefinition of vocational rehabili-
tation services. Under the agreed-upon
proposal, such services would become
voluntary instead of mandatory. Limits
on the length and cost of rehabilitation
programs would be established.

The task force also proposes that
weekly minimum benefits be increased
and maximum limits be reduced. Week-
ly compensation benefits should be
adjusted for cost-of-living differences
when claimants move outside Alaska.
Numerous changes also are proposed
for medical payments. Only four years

ago, 25 cents of every workers' comp
dollar went to medical care; today it’s
38 cents-more than a 50 percent
increase.

There’ no issue more critical to busi-
ness and the economy in Alaska today
than the workers’ compensation sys-
tem. Unless the system is changed
during this session of the Alaska Leg-
islature, there will be even fewer jobs
and businesses in the state in the very
near future. We cannot afford that
happening. D
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By Paul Laird

S PIRALING WORKERS® compensa-
tion insurance premiums and
claims in a climate of shrinking

margins and business bankruptcies.
Soaring doctors' bills stemming from
work-related injury claims and a bevy
of barristers poised to litigate them
straight into the stratosphere. An army
of incompetents masquerading as voca-
tional rehabilitation specialists, a squad
of state Supreme Court justices inter-
preting new costs and confusion into
existing workers' comp legislation.

Symptoms of a potentially fatal virus
in Alaska’s workers' compensation sys-
tem. A virus characterized by hefty
benefits and skimpy controls that en-
courage abuses, vague to nonexistent
regulations that add to bureaucratic
overhead and costs, a preoccupation
with tailor-made justice tilted toward
claimants that casts reason and effi-
ciency to the wind.

A virus that was subdued by the
natural defenses of a booming Alaskan
economy earlier in the 'SOs ... a virus
that triggered a 14.3 percent average
increase in workers' compensation pre-
miums for the state's employers on Jan.
1and threatens to claim corporate vie-

W ORK

187 Cai

like contracting and construction when
coupled with the current recession.

""There's no question the increase is
going to wipe out a number of contrac-
tors." maintains Paul Duclos Jr.. execu-
tive vice president and general manager
of Ken Brady Construction Co. and vice
president of Associated General Con
tractors of Alaska. Premiums for Alas-
ka’s contractors increased an average of
more than 20 percent: for some con-
struction job classifications, they rose
as much as 46 percent.

The real issue, however, isn't so
much the increases as the factors thet
caused them. Put simply: more clains
and greater payouts to cover them the
last few years. Premium rates are pro-
jections of what insurance underwriters
will have tospend on claims for the term
of a policy. They're based on overhead
and expenditures on workers' comp
claims for specific job classifications
and specific employers over the nost
recent three to five years. Due to fewer
claims and smaller payouts for some job
categories, some rates actually declined
in January - road paving and construe
tion (down 4 percent)-, clerical (K
percent} and seafood processing tl.
-nnrrem). to name a few.,
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ISSTS premium increases and de-
creases aside, Alaska has one of the
most generous and expensive workers'
corr.p benefits packages in the country.
Some of the key factors: the state
historically high wages, the seasonal
nature of much of its employment, ben-
efit levels set by the legislature and
other features of Alaska workers' comp
law;, interpretations of those laws by the
Alaska Supreme Court, lack of controls
on medical costs and litigation, the
absence of regulations governing occu-
pational rehabilitation five years after it
was mandated by state law.

“You're going to find abusers in any
kind of system, but the problem with
Alaskas is that there's an incentive not
to get well,”" says attorney Randall
Weddle of Faulkner, Banfield, Doogan
& Holmes, the largest workers' comp
underwriters' defense firm in Alaska.
“Workers’ compensation is a social pol-
icy. The whole point of it is to provide a
quick and consistent means of assuring
that injured workers will continue to be
paid at a rate that will keep them alive.
In Alaska we've whittled away at that
quick and rough justice and gotten too
hung up on precise justice."

Adds attorney Shelby Nuenke-Davi-
son, who also represents insurers in
workers’ comp disputes, “Employers
don't want to do away with workers'
comp, but the system has gone far
beyond what it was ever intended to be.
It supposed to help indeed workers,
not make them whole again. In Alaska,
all a person has to do is say 'ouch’ and
some doctors will say, ‘OK, you don't
have to go towork.” "

Workers' compensation began in the
United States in the early 1900s, when
the number of industrial accidents was
increasing and injured workers' avenues
for collecting compensation without
suing were decreasing. It was based on
the premise that an employee automati-
cally is entitled to wage compensation
and hospital-medical ".overage funded
by the employer's workers’ compensa-
tion insurance if he or she is injured on
the job. (Since then, occupational reha-

bilitation has been added to the list of
benefits required in most states.)

Workers’ compensation insurance is
mandatory for all employers in the
United States-through a private car-
rier, astate fund or self insurance. Max-
imum fine for failing to have workers’
comp coverage in Alaska: S50.000, 10
years’imprisonment and personal liabil-
ity for damages by the person incharge
of the corporation. Maximum penalty in
other states: $10.000 and a year in jail.
Most have fines of less than SI,000.

Faultand negligence areirrelevantin
determiningeligibility for benefits. The
only criteria: Was the person anemploy-
ee at the time of the injury? Wes the
injury job-related? In exchange, em-
ployees sacrificed the right to sue
employers over job-related injuries.

In his 10-volume treatise on workers’
compensation, legal scholar Arthur
Larson writes that workers' comp
should be structured to provide “bare
minimum income and medical care to
avoid destitution.” Larson, one of the
foremost authorities on workers’ comp
in the United States, maintains the sys-
tem never was intended to restore
everything an employee loses, but
rather to provide him or her enough to
avoid being a burden to others. To do
otherwise, he writes, is to encourage
malingering. He describes the system
as '‘social protection, not righting a
wrong."

What constitutes "bare minimum
income™ in Alaska in 1987? In some
cases, more than S57.000 a year. Tax-
free. Maximum weekly wages under
workers’ comp are based on a percent-
age of the average weekly wage for the
entire state. Injured workers are paid 80
percent of their spendable earnings up
to that maximum. In Alaska, the ceiling
has been set at 200 percent of the aver-
age weekly wage. That, in turn, pencils
out to aweeklv maximum of more than
S1.100.

According to a 1986 survey by the
U.S. Chamber of Commerce, only one
other state-lowa-bases maximum
benefits on 200 percent of its average

weekly wage. In lowa, however, that
amounts to less than S600 a week. New
Hampshire's are based on 150 percent
of the average ($462 a week), Illinois
uses 1337j percent (S512), and all other
states and the District of Columbia use
100 percent or less.

It gets better. Because of one Alaska
Supreme Court ruling, aworker injured
in Alaska can relocate .to another state
during his disability and continue to
receive workers' comp wages based on
Alaska rates. One attorney tells of a
North Slope worker who was injured
while earning about S40.000 a year and
moved to a small town in New Mexico,
where he continued not to work “and
had to be the highest-paid person in the
whole town."

“Can you imagine what would happen
if somebody collecting the maximum
decided to move to South' Carolina?"* the
attorney quips. ‘He'd probably be mak-
ing more than the governor."*

Workers’ comp rates more than dou-
bled between 1973 and 1977. In 1975,
the .year the legislature adopted a new
workers’ comp law enacting the 200
percent maximum, they rose 50 per-
cent. It's reported the National Council
on Compensation Insurance (NCCI) has
agreed to analyze the impact on pre-
mium rates if the state used the same
standards as Washington State-60 to
75 percent of an employee’s weekly
wages with a cap of 75 percent of the
state’s average weekly wage.

NCCl is the national nonprofit rating
organization that compiles statistical
data on premiums, payroll, losses and
expenses and files rates for Alaska and
31 other states. Rates filed by NCCI
must be approved by the Alaska Divi-
sion of Insurance. Alaska rates are
based on experience in Alaska, unless
there are too few workers in a given
category togive anaccurate representa-
tion. In such cases, national figures are
used as well. (As an example of the
disparity between Alaska rates and
those elsewhere in the country, Alaska
employers pay 99 cents in workers'
comp premiums forevery $100 in wages
for clerical workers; Texas employers
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Attorney Nuenke-Davison:
The systém has gone beyond
what it was intended |0 be.

pay 35 cents.)

While some Alaskans suggest the
state hasn't monitored the organiza-
tion's rate-making activities closely
enough before approving changes, few
will argue the revisions haven't been
warranted by poor loss experiences in
Alaska the last few years.. Contractors.
hovivertmaintain they aren't given suf-
ficient notice of increases, and major
increases like the ones they've just suf-
fered threaten their ability to survive in
lean times.

New rates that took effect in January
were filed Oct. 31, a hearing on them
was scheduled for later Nov., and the
new rates were approved by the Divi-
sion of Insurance in mid-December.
Notice of the most recent rate adjust-
nv sit was no shorter than notices of the

but the division has notified NCCI
that in the future, 60 days’notice will be
fxpected instead of the 15 required by
aw.

Ken Brady’s Duclos says labor ac-
counts for nearly two-thirds of an aver-
age contractor's costs. When two-thirds
of a business’ costs jump more than 20
percent in a climate of razor-thin mar-
gins, disaster is almost sure to follow for
some. In some job categories, contrac-
tors now pay more than S30 in workers'
comp premiums for each S100 in wages:
in one isolated classification, the rate is
S85in premiumsforeach SIOO in wag, s.

“We can't change our prices at will:
we’re bound by our contracts," he says.
Because of fierce competition in the
construction industry, jobs are being
bid with small margins. A hefty work-
ers' comp rate increase inthe middle ofa
project conceivably could turn a mar-
ginally profitable project into a loser.

William Reeves, general counsel td

Alaska AGC. wrote the Division of
Insurance that increases that took
effect in January added about S3 per
man-hour to labor costs. "It could spell
financial ruin for many small contrac-
tors."" he said.

Another competitive consideration
for contractors: Those whose policies
came up for renewal in December havea
huge advantage over those whose poli-
cies expired in January in bidding jobs
in 1987. AGC lobbied the Division of
Insurance to phase in rate increases
over the year instead of implementing
them all at once. Howard Cutter, risk
manager for Alveska Pipeline Service
Co. and an 1l1-year veteran of the
construction industry before joining
Alveska. says disparities among con-
tractors'workers'comp rates *‘can make
the difference between getting busi-
ness and not getting it""

| NSURERS. HOWEVER, counter that
increases have to take effect some-
time. and delaying rate increases
simply shifts the burden of escalating
losses to the insurance industry. Con-
tractors should consider the possibility
of premium increases when they bid
multi-year projects, insurers maintain.
“Otherwise, it's just a question of
who should operate unprofitable." says
Carl Anderson, executive vice presi-
dent of Alaska National Insurance Co.
"Qurbusiness is really set by the legisla-
ture and the courts: we’re almost a
conduit.”" Alaska National is the No. 2
writer 0; workers comp *.nsurance inthe
state.
Stanley Sparks, director for NCCl in
Portland, commends Alaska state offi-

cials for authorizing adjustments that mmitalic wuiilc he a

enable rates to keehpace with changes in
the market. Insome st2tes where regula-
tors have kept rates artificially low. insur-
ance has been increasingly difficult for
employers to secure through normal
channels.

When that happens, employers are
forced into an "assigned risk pool"
where poor- risks anc companies that
can't buy insurance directly are divvied
up among insurers anc the companies
purchasing insurance must pay an addi-
tional premium on top of their normal
rates. In Alaska, that additional pre-
mium increased during 1986 from 10to
20 percent. Insiders, however, say an
increase to 33 percent would have been
justified by past loss experiences in the
pool. In Maine, where rate increases
were refused five consecutive years,
about 80 percent of the workers' comp
insurance written is through the as-
signed risk pool: underwriters say they
can't generate sufficient returns to jus-
tify their risks ir. that New England
state otherwise.

There's concern the high rates in
Alaska discourage not only local hire,
but hire in general. Says Larry Taylor,
president of Tavlorec Construction Ser-
vicesand the Building Industry Associ-
ation of Anchorage. '"The increases are
going to force us to stop hiring people.
WE'll just have to look for subcontrac-
tors todo the work instead, and that will
affect the level of service we can give
our customers."

Alaskan contractors maintain some
Lower 48 competitor# circumvent Alas-
ka's laws ant: rates by insuring forwork-
ers'-comp in their home states. That
guvs Outside firms a competitive edge
over their .Alaskan Ci'unierparts. That
cion  the states



workers’ comp laws.

The owner of one Aiaskan steel fab-
ricating firm that does work for North
Slope oilfield operators is concerned
higher workers’ comp rates will make
his company uncompetitive with fabri-
cators in the Pacific Northwest.

A very real concern in a climate of
declining wages and layoffs in some
sectors: Because workers' comp wage
benefits usuah/ are based on the in-
jured worker's earnings performance
the most recent three years prior to the
injury (but not always, thanks to court
and workers' comp board decisions), an
employer who hires someone laid off
elsewhere to a lower-paying position
puts himself at risk for disproportion*
ally high premiums at renewal time if
the employee suffers an injury on his
new job.

Example: The employee recently
was laid off froma North Slope job that
netted him S1.000 a week. He lands a
new job that pays S400 a week, but
suffers an injury shortly after starting
the new job. His incentive to get well

and retum towork effectively has been.

quashed since his past earnings entitle
him to S800 a week under workers’
comp until his condition stabilizes or for
a maximum ol two years (as long as the
courts or the comp board don't alter
that. too). Even though the level of wage
compensation essentially has been
determined by the employee's previous
position, the claim is charged to the new
employer, whose policy renewal rate
likely will reflect the expenses incurred
in settling the claim.

Economic conditions play an impor-
tant role in determining the number of

workers] comp claims in any state.
Notes NCCls Sparks, “Anytime you
have an economic decline, there's a
temptation to look at workers' comp as a
(wage) cushion." Unemployment com-
pensation not only falls short of work-
ers’ comp benefits, but also is taxable.
Alaska National's Anderson says the
current recession doesn’t so much
encourage malingering as unnecessary
extensions of injury benefits.

* adds Faulkner, Banfield. Doo-

I-%gan & Holmes’s Weddle, “It’s not
JL JLa matter of fraud inmost cases.
People will tolerate little things when
they’re working, but when they know
they’re going to be laid off, they figure,
‘Hey, *d better get this taken care of
while I'mstill covered." People are per-
fectly honest, but they tend to develop a

Satefurck, privete Insuranceandl sef insLrance ™

IS A STATE FUND A VIABLE SOLUTION FOR ALASKA S

S6 billion “kitty"" and the fact that all investment earnings

workers’ compensation insurance premiumwoes?
Six states currentlyadminister their ownworkers’comp

insurance programs: Ohio, Nevada, North Dakota, \Wash-

ington, West Virginia and Wyoming. When premiumrates
as a percentage of payroll doubled in Alaska between 1972
and 1977, Alaska considered astate fundas well. Variations

are competitive funds inwhich employers have an option of

purchasing private insurance and exclusive funds inwhich
the state program is mandatory.

A study by the Research Division of the Alaska Legisla-

tive Affairs Agency published early in 1977 concluded
potential savings from a state fund need to be weighed

against the potential for poorer service from the loss of
private brokers and agents. The study didn't pinpoint how

much employers could expect to save, but it did note the
state would have to make a substantial investment in
setting up such a fund.

According to the study, 65 percent of the employers

surveyed at the time said they preferred a state fund if the

savings were Substantial, but their second most significant

concern was that government involvement in the fund be
minimal. The study also concluded private insurance offers

superior occupational rehabilitation, but the cost of greater

controversy.
In Ohio, where there’ an exclusive state workers' comp

fund but self insurance is allowed, the state’ insurance

investment portfolio has reached S6 billion; spokesman
Tony Mangini of the Ohio Bureau of Workers’ Compensa-
tion says the estimated S400 million in annual investment
earnings are reinvested, and revenues from premiums

"more than cover expenses' incurred in running the pro-

gram and settling claims.

He says rates havent risen dramatically in nearly a

decade. “Ohio has between the IOt and 12th lowest

premiums in the country and is ninth highest in benefits,""

he reports. ""The program is economically desirable for the

employer."* Ohio voters overwhelmingly rejected aswitch to

private workers' comp insurance in 1980. )
A risk manager fromone of Ohio’ largest corporations,
however/says the sole advantage to the state's system is the

can be reinvested. ""The system is very slow to respond-a
typical bureaucracy," he says.

A recent audit of the state workers' compensation
system in Ohio indicated that if the state were tosettle all of
its pending workers’comp claims immediately, there would
be a S2 billion deficit even with the S6 hillion in the fund.
Now there are rumors premiums will increase 30 percent in
1987 to close the gap.

The risk manager blames the overwhelming rejection of
private workers' comp insurance at the polls in 1980 on
“horrible public relations tactics™ on the part of the insur-
ance industry’, and he speculates voters would favor private
insurance if there were another vote today.

While only 850 of Ohiok estimated 250,000 employers
are self-insured, they account for 30 percent of the state’s
employment

The risk manager for a large Alaskan corporation that
self insures, Howard Cutter of Alyeska Pipeline Service
Co., says the major benefits of self insurance for workers'
comp are economic ones, in-house risk management and
personal contact with injured employees and their families.
At Alyeska, any claim over a certain amount is reported to
corporate management. The company also has its own
safety staff and extensive training programs to minimize
the number of claims.

Among the criteria for determining eligibility to self
insure for workers’ comp in Alaska: financial stability
(corporate net worth of at least S5 million), bonding, loss
control programs, number of claims filed in the past, other
self insurance. It's reported fewer than 50 firms self insure
in Alaska.

“Before any company commits to self insurance, though,
it should carefully weigh the hazards against the benefits,""
Cutter cautions. “It should be viewed as a long-term
commitment. You don't do it for the short term, because
once you're in it, it's not always easy to get out." He says
some underwriters are reluctant to cover companies that
have had self insurance because of claims and liabilities
that may arise from the period the company was self-
insured.



‘stay-sick' psychology if they know
there's no job for them to go back to."
Weddle and his firm represented
Alaska Pacific Assurance Co. during
construction of the Trans-Alaska Pipe-

line System when Alaska Pacific wrote
workers' comp insurance for Alyeska

Pipeline Service Co. He recalls the The Fastest Way To Life InThe Slow Lane
pumber of claims skyrocketed in the You are young with a promising career ahead of you.
completed. Claims in the construction But your life is in the fast lane.

industry traditionally, increase as the Cocaine once made you feel alert, extroverted, aggressive,

construction season winds down.

“Maybe I'm imagining it, but it in control; now it makes you feel agitated,
seems like my work load (in represent- depreSSEd, and paranmd.
ingunderwriters in claims disputes) has YOUIre |03in |t
been up dramatically the last few . q '
months,” adds Weddle. Compromises you thought you'd never have to make
Its estimated between 90 and 95 you're now making. Cocaine has affected your health,
percent of the workers' comp claims your relationships and it costing you a fortune.
dispute. W hen there is a dispute, argu- Isn't It time you did Somethlng about the prOblem?
mentsare heard by a three-person panel
fCrom the ?Iaslfrah Bboardd (_Jf Workerz’ CALL US FOR HELP!
mpensation. rd is com . . . .
of sk members.thres representing Tor more information or for a no-cost, confidential
management, three representing labor, consultation, please contact our
all appointed by the governor. Cases are intri B
heard by one laber representative Psychiatric Emergency team at (907) 258-7575.
one management rep and an attorney- Covered by most Insurance pIans.

hearing officer from the Alaska Depart-
ment of Labors Division of Workers’
Compensation.

Many employers complain hearing
panels traditionally have been biased in
favor of claimants. Alaska law, in fact,
dictates that the burden of proof is on
employersand insurers to proveaclaim-
ant IS0t entitled to compensation and
notonthe claimant to prove he or she IS
entitled. Panels hear cases to determine
matters like whether a claimant was an

employee at the time of injury, whether CHARTER T

the injury was in the scope of employ-

ment and the rate at which the injured NORTH HOSPITAL

employee should be compensated.

They also must approve settlements lim it AMgmbgroMneChiric-tMedicalCerporalfon

between claimants and insurers. =] @mﬁyoTéUJMyﬁmf)carp?au\ltlesp L

Says Mary Pierce, senior manage-

ment representative on the workers' mP.0, Bo* 143929 Outside olAnchorage Call-
comp board, “The employee$’ physician (Aé% ?Orage AIaska99514 3929 ' 800-47S-7575Toll Free

is honored as the ultimate authority

unless he's proven not to be credible.” PeopledoRetwellat CharterNorth

She adds state Supreme Court deci-
sions “have had even more impact than
the statutes themselves."
A claimant can insist on a hearing
within 10 days of filing a complaint. 2 7 8 - 3 5 3 5
Attorneys for insurers maintain that
isn't enough time to prepare an ade- TEXT &DISPLAY TYPOGRAPHY
quate defense. They can secure exten-
sions. of course, but at a price. The Moreija.n t50(]2 ty_pefaces
price: paying the contested benefits Interracing .
until the matter is resolved in a hearing. 24-hour turnaround on many jobs
Odds of recovering those benefits later:
slim to none. In one case, an insurance
company is said to have paid S70.000 in
benefits to one claimant before it was - -
determined his claim “wasn’t credible." V b I I k
“The board never calls it fraud," says I S I e n
attorney Nuenke-Davison. They sim- 3203 Wyoming drive, anchorage e hours: mond.Ty-friday 9-5
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ply say the claimant's case ‘isn't credi-
ble.”" She complains there's no ap-
parent relationship between the work-
ers' comp board and the prosecutor's
office, so fraudulent claims consistently
go unpunished.

Since workers’comp began in Alaska
70 years ago. there's been a single case
where a claimant was convicted of filing
a fraudulent workers’ comp complaint.
The state's Division of Insurance says
it's investigating four other cases with
claims totaling S380.000 for possible
prosecution.

Adds Nuenke-Davison, "The state
investigates welfare fraud, and it should
be doing the same thing with workers'
comp. The public would be appalled if
they knew whatsome oftheirneighbors
are doing and getting paid for it.” At
present, the only viable avenue for pur-
suing workers' comp fraud is for insur-
ers to sue. That rarely happens, given

AUW 1t RIICIMCCC MOMTMIV

the expense of prosecuting and ihe
bleak prospects for recovery in the
event ofa court victory.

Another attorney. Kevin Dougherty
of the Alaska State District Council of
Laborers, describes Alaska's workers’
comp system as a "pipeline”-one that
has a number of leaks and diversions-
that result in employers not getting
their money's worth from compensation
insurance. Among those leaks and
diversions: attorneys, physicians, occu-
pational therapists and the insurance
industry itself. “Some are taking far
more money out of the pipeline than was
ever intended." he maintains.

Workers' comp is yet another battle-
field for the war that's broken out in
recent months between physicians and
attorneys. Lawyers complain there's no
regulation in Alaska ofwhatdoctors can
charge for treatment. Since a claimant's
physician isadirect beneficiary ofongo-

ing treatment-regardless of whether
it's necessary - the doctor isn't always a
reliable and objective source for the
claimant's condition, they argue.

A spokesman for the Ohio Bureau of
Workers' Compensation says Ohio and
many other states have set i'‘ees that can
be paid for certain procedures. "If a
physician's bill is out of line, we have a
department that finds out why." Ohio
handles workers' compensation through
an exclusive state fund.

Physicians' counterattack: If some
attorneys weren't so eager to file mal-
practice suits. medical costs wouldn't be
running wild. Doctors are afraid of sub-
jecting themselves to malpractice suits

if they release an injured worker too
early. As the system stands, they have
everything to lose and nothing to gain
when they release a patient to return
lo work.

In his recommendations and com-
ments on the new rates filed by NCCI
last year. Division of Insurance hearing
officer Donald Koch wrote that the fear
of being sued intensifies "an already
difficult situation for the physician. In
other cases, the expression ‘ambulance
chaser has been used with some char-
ity." He a'so expressed concern that
claimants "are growing increasingly liti-
gious in a system that is intended to be
no-fault. W hy this is feltto be necessary
should be examined before it gets out
of hand."

The workers' comp board's Pierce,
evhose private practice provides insur-
ance and risk management consulting
services to employers, says the biggest
problems with the system are runaway
medical costs; the means of determin-
ingaverage weekly wage, “especially in
this economy,”and the failure ofoccupa-
tional rehabilitation legislation adopted
in 1982.

1982 legislation mandates that an
injured employee be referred loan occu-
pational therapist cnce he or she has
been off work for 90 days. Mission of
the occupational therapist is to get the
employee back to work.

UT here are three problem areas
with occupational rehabilita-
tion as it stands," says Pierce.

“First of all, the insurer chooses the

therapist. That often 1;ads to non-coop-

eration on the part of the person being

treated. Second, there should be a

mechanism for insurers to buy out of

rehabilitation benefits if the person
doesn’t want to cooperate, and finally,
we need regulations.”

That lack of specific regulations
from the Alaska Department of Labor
to govern occupational rehabilitation is
said to have had a twofold impact: It's
enabled unqualified individuals and
companies to pose as therapists and
forced legitimate firms to waste a lot of
time and money taking measures to
comply with what they think those reg-
ulations eventually may be.

State Rep. Virginia Collins, whose
occupational rehabilitation firm Collins

Associates has been operating in
Alaska since 1975 and now has offices
in Anchorage and Fairbanks, says the
19S2 legislation mandating vocational
therapy prompted a flood of new occu-
pational therapy firms in the state. Says
she, “Theres no mechanism for screen-
ing who's qualified to provide the ser-
vice and who's not. In terms of rehab
qualifications, it's often been a case of,
‘Yesterday | didn't know what a voca-
tional rehabilitation therapist was. and
todav I am one."’



Attorney Weddle dismisses the
state's rehabilitation law as “a joke.
There's no incentive to get back to
work." Pierce, who worked on the bill
prior to its adoption, agrees the law
needs to be revamped. "I'm the first to
admit that it just isn't working," she

says.

‘Adollarspenton workers'
comp premiums isa dollar
thats notbeing spent
on additionalwages,
henefits orjobs.’

Because ofproblems thathavearisen
with Alaska's workers' comp system, a
group of the state’s business and labor
leaders has revitalized the Workers'
Compensation Committee of Alaska to
study changes to make it less expensive
and more effective. The committee's
acting director says a business-labor
coalition is vital to the group's success
because of historic differences between
the two interest groups on workers’
compensation issues.

While previous pushes for workers’
comp reform primarily have come from
management, the latest round of in-
creases has sparked a new awareness in
labor as well. Says one executive,
“Unionshave begun to realize thatevery
dollar spent on workers’ comp premi-
umsisadollarthat’s notbeing spenton
additional wages, benefits or jobs."

Alaska Gov. Steve Cowper report-
edly has agreed to appoint ?n 11-
member task force to study workers'
comp-four representing management,
four representing labor, one “neutral.”
Frank Mears, acting compensation
committee chief, says task force recom-
mendations should be ready for the
1988 legislature.

Workers' Compensation Committee
of Alaska’s goal, meanwhile, is to push
for workable occupational rehabilita-
tion regulations and to identify an
agenda of problems with the current
system, Mears says. “One thing we
won’t be discussing right away is the
level of compensation,” he adds. “Why
start off with a war between business
and labor and jeopardize the future of
the thing right away? Initially, well be
focusing on areas where we can agree."

The level of compensation in Alaska
historically has been the biggest bone of
contention between labor and manage-
mentwhen the subject of workers'ccmp
has come up. Employers want it re-
duced, labor doesnt. The issue is a
political hot potato, one that Alaska's

politicians aren't likely to be eager to
handle.

Laborers’attorney Dougherty main-
tains there should be no cap on benefits
at all, since limits on wages are just as
damaging fora highly paid employee as
they are forothers. Adds he, “The whole
concept of the system was supposed to
be that employees would exchange the
right to sue forwage replacement. If you
had the old laws and today’ juries, you'd
be seeing a lot rf SI million verdicts."
Responds Alyeska's Cutter, “You hate to
penalize a person for being injured, but
you need an incentive to get him back to

work.!" '
In.the absence of a strong economy

to temper the effect, of the virus in the
state’s workers’ comp system, many
Alaska employers in labor-intensive
businesses will continue to be easy vic-
tims- with no antidote. Their only de-
fense: an aggressive corporate safety
program that enables them to limit the
number and severity of claims.

A company's premiums are tailored,
to an extent, with “experience ratings"
that increase or decrease individual
rates on the basis of past claims. Experi-
ence ratings are derived by comparing
the loss performance of a specific
employer with the average of all em-
ployers in that category.

An experience rating of “1" means
the employer’s claims in recent years
have been similar to the average. An

experience rating of "0.8." on the other
hand, means the employer has done
better than the average; with a standard
premium rate of S10 per $100 of payroll
and an experience rating of 0.8, his
premium would be $8 per S100 of pay-
roll. The opposite is true as well. If an
employer's loss experience is worse
than the average, hell h;ve a rating of
greater than 1 and pay a surcharge
above the standard rate. Some Alaskan
employers have experience ratings of
more than 2, and they pay more than
twice the standard rate because of it.

Says William Gee, accountexecutive
for Frank B. Hall & Co. of Alaska,
“When the economy was booming, a lot
of employers didn’t take the time to
worry about loss control; now some of
them are paying for it. If the economy
were going as it was a few years ago,
you'd be hearing a lot less complaining
about the rates today. In this economy,
employers have to make sure they know
that the way to reduce their insurance
rates is through loss control."

Adds Pierce, "Safety is the only area
where an employer has any control. In a
bad economy, there'salot. ore interest
in cutting injuries in the workplace."

The recession has sparked a lot more
interest in wiping out the virus, too, but
the cure for that will have to come from
the legislators and judges who've cre-
ated and spread the infection and the
officials who administer it. O

How to geta $2,000 tax break
-and retire richer.
Now. anxone who has an earned Income can set up their own Individual

Retirement Account (IRA).
Through 1986

even Ifyou're already covered by a pension plan, you can put up

0 52j000 away each year. In addition, you can dedutct your IRA contribution on
your federal Income tax return. Married couples can save $2,250 annualh( Ifonly
one spouse works, ug to 4000 1f bath work. Not only Is Ihe principle sheltered

from current taxes,

ut the earned Interest Is shelteréd, too.

Remember, not all IRAs are equal. A New York Life IRA annuity, for example,
can provide: 1) protection against disability and 2) a guaranteed income for life.

N __Ask_m fior_full details. Or send In this gougon. i
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WHAT YOU SHOULD FIND OUT
ABOUT THE PROPOSED WORKERS"COMPENSATION
LEGISLATION

If you are covered by Alaska State Workers' Compensation you should be
extremely concerned about the proposed Ieglslatlon. Approximately 10% of
you are gomﬂlto have time loss injuries In 1988. Of this number about 21%
are women. No one regardless of occupation is Immune from Injury.

You have heard a great deal about how fair the new legislation isto
employees, There are many bad aspects to the legislation but ask your union
representative or your legislator the following quéstions:

- gl
* 3Why ic itfairto reduce weekly tfeneffteVySt areuneWe”wdat
In Ateeka on the preeertt benefit rate, (The evemge check about
$940.00 per week.) Under the new law thiswould be iwduoed to
about $170.00 per week depending upon which state ytotmove to
; ifyou leave Aisska. .
&JL -Whyte itfik to pay art Injured worker a reduced jrate wteeefcWa
dauae would tend to promote Outside Mra -
%:- *Whyte ftfairto stop temporary dlsabntty payments wherifour
(notary has heated even though you stfiiffcannot return towork
“because of your Injury.
n WHYy tepwent youfromchanging doctom moiwtlisst -I.
one# without the adjuster 3 permission.
Whvtettfsk toallow an adjuster to send you to any teats inthe
 nstkutae oftenas every thirty days fora medical exam whether
you fitsttdr net

7. Why lait® Nan Outside doctor"s report is in your favor and you

» cannot gataucharffrortbefore the Board without paying, in
achrwics, foryotetaryer to take a deposition of the doctor.

£. \Why.te ttfterto reduce the maximum diaabitity payment stk>w*bto
fromits present $1,850.00 down to $700.00.

9. Whvte itfair for the insurance adjuster to arrsnos faranother
doctor to overrule your treating doctor.

10. Why ie rtteltto reduce your temporary partial disability payments
from live years to tan yearc.

Ti.*Why laMitiL torexample, ifyou have a 20% disability of your teg
anrfwdFhow flet$16,864.00 gf receiving the average payment of
$940X0 par week} but under the new law, you wiH gat $3,480X0.

12. Why lalt that no injured worker has ever been appointed to
the various “Study groups"” to research the aiiegad problems
with the present Alaska Workers Tompensation system.

-

If you gfet & ‘isfactory answers to the above questions then by all means
tell yourlegislator that’you support the new law. _

If you do ggl get satlsfactor%/, answeys, then tell your legislator that If he
votes for the new law he Is voting against you. _

There are many ways of reducing the coSt of worker's compensation that
apparently have not bieen considered.

; Written and paicWor bg Gil Johnson and no one else.
4120 Laurel, Suite 102. Anchorage, Alaska 99508
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Reform Alaska’s workers
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ers C mpensatro a
0 help "an injure worker

recover and to rclum to gain-
ful employment. During the
time ol disability, the worker
should be fairly compensated
at a level comparable to the
income lhat would be generat-
ed if the worker was on (he
Job at which the Injury oc-
curred.

However, the basic premise
of workers' compensation has
been altered In Alaska. Under
our system there is little or
no incentive to return to
work.

Why is Alaska's system so
expensive? There Rre numer-
ous reasons. Alaska is one of
only two states which provide
lhat benefits-paid to an In-
jured worker will be based on
200 percent of (he statewide
average weekly wage. This
can result In a weekly com-
pensation wage of more than
$1,1000, tax free, while the
salary an employee may have
been earning while on the Job
was significantly less.

To make matters worse, a
worker injured in Alaskn
may choose to move to anoth-
er state with a substantially
lower cost of living, yet be
compensated at the rate deter-
mined In Alaska.

Compensation Is based on a
worker's income for the past
two years. Under Alaska law
a person can work on the
North Slope eamlIne $40,000.
then switch to a Job paving
half that, become injured on
the new Job and be compen-
sated al a rate based almost
totally on the prior Job. As a
result, that person would cam
more fiom workers' compen-
sation than from working.

Unlike many states. Alas-
ka has no provision for peri-

odlc reviews of standards for
treatment of injured workers
by medical or rehabilitation
providers, nor any guidelines
for fees.

Many other factors have
driven up the cost of coverage
Including runaway medical
costs, the failure of occupa-
tional rehabilitation legisla-
tion passed In 1982, a lack of
limits on benefits and a lack
of fraud investigation,

Alaskan employees are be-
ing excluded from Alaskan
Jobs because Outside compa-
nies can bid on those Jobs
using an all-states endorse-
ment, which allows payment
of workers' compensation
based on the home-state rate,
even though the Job Is In
Alaska. As a result, Alaska
companies paylrg premiums
based on Alaskan experience
eanno.t compete for those Jobs.

To remedy these and doi-
ens of other faults with the
system, the Workers’ Compen-
sation Committee of Alaska,
a statewide organization, Is
reviewing every aspect of the
law. WCCA hopes to present a
legislative package negotiated
by labor and management to
the legislature in 1986.

While employers hr# the
only group that pays premi-
ums, this Is both a manage-
ment and labor Issue. As pre-
miums rise, businesses will
fold, taking heeded Jobs with
them. It is in everyone's Inter-
est to make the system work
as it was originally intended.

Z slave Haig la priildm! ol
Wotkere' Compensitlon Commit-
tee ol Atieka.
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Worker'scomp

<34l0

It appears thatthe worker’'s compensation prog-
ram is part of the problem for,AIaska‘comEanles
trying to compete with companies from the Lower

4R ,
The premiums for most basic-industry com-;

panies are outrageous. Construction companies fre-1
quently pay $20 for worker’s compensation insur-1
ance for every $100 they pay their employees, while
logging companies pay mere than S50, Rates are
scheduled to take a 25 percentincrease in January.

f  Theratesin Alaska are significantly higherthan <
the rates in other states, andthis gives out-of-state
companies abig advantage in bidding against Alas-
ka companies,for Alaska™work.

~ There is evidence that the problem has caught
lie attention of the Le?lslature. The House Labor
and.Commerce Committee is pledged to reporta bill
designedtoreduce costs and make'the program fair-
ertoworkers and employers.

The state should start by getting more controle
over the worker's compensation program. The
Legislature should review worker's comﬁensa,non
programs from other states for ideas onwhat might
work here. Oregon, for example, has its own work-
er's comp program, which is available along with
the insurance companies’ program.. The QOregon
program rewards emp_lor%ers with clean safety re-
cords with lower premiurms.

According to the table printed below, which was
published recently in U.S. News & World Report,
Alaska’'s maximum weekly rate of payments for
worker's, comP claims is $1,108, nearly twice the
second highest rate of $632 paid by lowa. A worker
injured in"Texas receives only $224.

. Wages and cost of living, obviously, are higher
in AlasKa, but are they that'much higher? Any plan

torevamp the worker'scompensation system should
take a clgse ?ook at. the ratépof paymer¥ts.

Another problem with Alaska's system is the
adversarial relationship it promotes between the
workers, their employers and the insurance com-
panies. Lawyers frequently dominate the proceed-
Ings, their fees adding to the costofworker’s comp.

There will always be areas of disagreements if
workers feel wronged by the system, but disagree-
ments will decrease jf the syStem becomes more
responsive to the workers.

Alaska’s system of worker's compensation
tends to discourage small companies and encourage
large ones that are well capitalized and can afford
mgﬁremlu‘m s. Companies based Outside benefltthej

Thereis noreasonwhy Alaska-based companies;
can'tcom Wte with other companiesif the conditions
are fair. With the amount of construction in our;
state, Alaska should be developing companies that;

can compete for jobs Outside,. not have jobs here
taﬁ<en bypcompanijes ?rom Outside. | |

Maximum weekly worker’s comp nsaticn
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First of a series

It’s a system full of questions

alo In

Key Ieg|slators predict that

attempts to revise the workers
compensation system wiill
emerge asoneofthe topissuesof
the 1938Legislature. In thisfirst

ofa four-part series, the News-
Miner examines the system and
what's wrong with it~ ,t
By BILL KELDER
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IORKERS
(Continued from page 1)
said that one of their top priori-

ties in 1983 will be to straighten
out the workers' compensation
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the state Department of Labor
as a rehabilitation administra-
tor with the workers' compensa-
tion system. Frustrated by that
system, he recently quit his job
and now works with a private
vocational-rehabiliation service
in A chorage
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Workers’ Comp
Out of Control

W orkers' compensation insur-
ance premiums could increase
by up to 68 percent for some

sectors of business in Alaska, according

to Alaska Division of Insurance Deputy

Director Don Koch.

Beginning Jan. 1,1988, premium in-
creases will cause businesses to pay
about S38 million more for workers’
compensation coverage, or an average
of 25 percent more than in 1987 under
anew rate filing (see Table 1).

"This filing could not have come at a
worse time," Koch said during public
hearings held in late October. "I have a
suspicion these rates will still be some-
what inadequate. The 1987 filing (an
average 14.3-percent increase) was ab-
solutely deficient."

The rate increase comes through an
analysis by the National Council on
Compensation Insurance, an organiza-
tion responsible for analyzing insur-
ance rates in 32 states.

In Alaska, workers' compensation
claims paid by insurance companies
have more than doubled in the past four
years, from S71 million in 1983 to more

than S150 million in 1986, despite a .

drop in overall state payroll to pre-1982
levels, said Koch.

Between 1979 and 1986, wages in
Alaska rose about 30 percent while hos-
pital costs escalated 80 percent and
other medical service costs skyrocketed
90 percent, according to state figures.
For 1986, medical costs increased by 6.8
percent, while indemnity payments in-
creased 30.2 percent. Indemnity costs
include payment of wages while recov-
ering from an injury.

The Workers' Compensation Com-
mittee of Alaska Inc.. an employers

.By MARK HARRIS

group, began work last winter to get the
laws changed. As this article was going
to press, a WCCA task force of four
management and four labor represen-
tatives was completing a legislative re-
form package to submit to the Alaska
Legislature next month. New legisla-
tion will focus on changes and adjust-
ments in fourmain areas; vocational re-
habilitation, compensation and bene-
fits, medical parameters and the sec-
ond-injury fund. Points WCCA would
like to see addressed within these areas
include the following:

Vocational Rehabilitation

. Voluntar?/ Latmr than the current
mandafory . fehabilitation pro%ram,
with eligibility getermined b}{,| par-
tial firm3 not ‘able to later deliver the
Service.

* Re-employment-preparation bene-
fit provider to be chosen mutually by
employee and employer. The plan to be
signed off by qualified rehabilitation
professional and recipient.

* Rehabilitation plan length speci-
fied. Benefits to end for clearly defined
non-cooperation.

* Rehabilitation benefits' end to be
triggered by testdevised to establish re-
employmenteligibility.

e Law would establish maximum
tuition and supply costs for rehabilita-
tion and would set timeline for design
and implementation ofa plan.

 Remove financial disincentive for
returning to work by establishing a
schedule for injuries and the end oftotal
temporary disability payments when a
worker ismedically stable.

* Begin partial disability payments
at that point with rehabilitation ser-

TABLE 1
Average Range
OllandGas 43% 10%-68%
Contracting 2P 4%-54%
Manufactunng 105% -14%-36%
Al Other 176% “T%-43%
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vices WorKer would have :no,Cv a
final disability payment without reha?
benefits or lower payments with rehao
and re-employment training.

e To determine "gainful employ-
ment." benefits would terminate when
a worker is ready to be employed rather
than at actual employment. This would
include a labormarketdefinition.

* Medical disputestobesettledby an
independent medical examiner rather
than attending physician.

Compensation and Benefits

* "Gross earnings” definition which
restricts some fringe benefits. Compen-
sation to be reduced ifclaimant is paid
by apension or profit-sharing plan.

e Where injury liability is in ques-
tion, the last employer will be held li-
able to pay workers' comp until specific
liability isdetermined.

* Compensation rates would be tied
to the recipient’s current area of resi-
dence, allowing forrecalculation ofben-
efits if a claimant moves to a region
with a lower costofliving.

Medical Parameters

e Limitthe numberoftimes aclaim-
antcan change primary physicians.

 Limit on doctors’ claim amounts
from workers' comp recipients. "Rea-
sonable and customary fees" suggested
at the 90th percentile as scheduled by
the Health Insurance Association of
America.

e Limit on number of medical visits
a claimant may make to doctors before
an independent medical evaluation is
made.

e Adefinition of"stress" as a cause of
disability and when this can be claimed
asacompensation igjury.

Second-Injury Fund

e Abolish and replace with a "Re-
tum-to-Work” fund administered by
the Division of Vocational Rehabilita-
tion, to provide incentives for employ-
ers to hire an injured worker. Incen-
tives to include fund-paid jcb training
and cash bonuses for employers who
hire injured workers. Fund to be sepa-
rate from workers' comp system.

e Claims now being paid by the Sec-
ond-Injury Fund would be sunsetted
with final payments negotiated with
claimants.

Steve Haag, president of WCCA.
stressed that the above points are what
the organization would like to see en-
compassed i.i a legislative package. At
press time, management-labor commit-
tees on each ofthe four major areas had
not endorsed all points presented

here. Q
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Workers’comp legislation no help to workers

By CHANCY COOFT

Workers "compensation refoim whs touted
ej reducing coiti IS to 20 percent until
reality entered the debate.

A itudy by tbe National Council of Com-
pensation Insurance was followed by a sec-
ond major itudy from a private actuarial
firm. Bol'S concluded that the legislation
under consideration In Juneau would not
raduoa opats. There might even be a cost
Increase) Yes, that'i right — the hard number
boys aald there might be a coat Increase.

The bill waa touted aa providing Jobs from
cost savings to employers. cViLhout any cost
sarings, of/course, no Job* will be created.
But eanators, anxious lo please their busi-
ness constituents, ignored tbe bard facts and
passed a resolution — which has no legal
affect f— a king, Insurance companies to
raduoa prSCEfumS byrh percent.

Iran a fictitious 2 percent reduction
would provide a saving of only a few
hundred dollars to the average employer.
The permanent fund dividend would be three
times as largs as any fictitious savings to an
, employar under SB 322.

Do wa have the moat espenslve workers'
' compensation system In tha United Steles!

No. Several states have more expensive
« systems, Including Oregon and Montana.

An wa tha only state that's facing an
jliaereaee? No. Oklahoma. Louisiana, South
‘e Carolina, Maine and New Hampshire an alt

faring larger increases.

So why la then an Increase In Alaska?
* Nobody can say for sure. The Division of

Insurance has no figures, tbe Workers' Comp

Division has no figures.

Th* only thing we know for sure Is the

Injury frequency hss hit a 10-year high and

that tha delay In handling cases has In-

( creased 70 perc .~ This alone probubly
RCCrrifes fnr nnthFﬂfyTt* Inc»>rnr Bill SB 227

CtMPASS

POINTS OF VIEN FROM OUR COMMUNITY

Ignores safety and makes delays worse

If the legislation does nothing to control
Insurance companies or reduce premiums,
does It benefit Injured workers? Only a few
workers at tbe expense of the many. Some
legislative provisions are good. Many more
are rcgreaslva.

The benefits are Dot worth tha price most
Injured workers will pay.

* Seriously disabled workers get less. Peo-
ple with dewed bead Injuries, burn victims,
multiple trauma Injuries requiring repeated
operations, all are arbitrarily cut off tempo-
rary disability afteriwo years. This Is done
In tha name of a fates pnanlufa reduction to
those employers who caused the Injury In the
first place.

« All payments to* permanent partial
wage loss are totally eliminated. This would
make Alaska.tbe fInfl state lo reject Compen-
sation to.lnjured workers based on perma-
nent lota of earning capacity, lasteaii pay-
ment la solely on medleel Impairment,

If you're a lawyer and lost an pm youfl
gat a lot, bat If roe'ts a laborer With e bad
back, you're mostly out of hack'. '

* Workers pay thsirown tints loss during
rehabilitation once they are medically ate-
tlonary. -

A worker's right to a determination of
actual earning capacity la Ignored, claims
btsed on stressful jobs are excluded, compen-
sation Is limited regardless of actual cam-
Ings, out-of-state benefits are reduced <n
similar provilrinn war declared unconstitu-

tional yetrs ago) and workers get only one
choice of s doctor.

* Court review of board decisions Is se-
verely restricted.

But even more strangely, all medical
benefits are excluded To the average Alaska
family, medical benefits are more Important
than pension. Some stales have mandated
that employers continue health Insurance tor
Injured workers —why not Alaska?

The legislation was the teiull of long
hours of bard work by a select group of
people. But It has three philosophical prem-
ises not In the Interest of Injured workers.

First, tbe legislation Is arbitrary. What Is
the legal or moral authority to make arbi-
trary rules about Injured workerg? Who can
~ay that some workers get a high percentage
of their pre-injury earnings and others have
to get by on leti? Why aren't all workers
treated equally?

Second, a case Is closed regardless of
condition. Injured workers are treated like
dated products on a grocer's shelves. After
time, they are disposed of.

Third — and lha moat serious fallacy
behind this legislation — Is the notion lhat
workers' compensation can be reduced with-
out reducing benefits. It's a nice theory, but
It doesn't work hare. In abort, tbcre'a no free
lunch. This bill la tbe first workers *comp
legislation In < long time that both raises
costs and reduces benefits!

The theory of workers' compensation leg-
islation la “"that the coat of all Industrial
accidents ahould be bom by the consumer as
part of the coat of tbe product.” Seartbs vs.
Northern Gas Comptny, il pacific 2nd 960
(Alaska 1970).

If workers' compensation Is costing loo
much. It's because employers are Injuring too
much. If the cost of doing business In Alaska
is too great because workers are too careless.

A ska busmesses
rea ny eserv
ecoriomic bal ut rog1 the
state an a subs ¥ g

|nJured workers,

why reduce benefits to Injured workers? D»
Alttka businesses really deserve an econom
Ic bailout from the state and a subsidy by
their Injured workers, as well?

Workers In other states are flghllog win
ning battles for a higher minimum wage,
decent health Insurance and better working
conditions. Why do Alaska workers have to
settle for a second-rate compensation act?

So, | come back again to tbe queitlon each
of us should ask. Why Is It that when Injured
workers and businesses alike are affected by
Increased delays by tbe Division of Workers'
Compemstlon, tbe leglslitlve solution Is In
Increase those delays? Why Is It that when
workers' romp costs Increase because of an
Increasing Injury rate, nobody does anythin?
about safety?

Why Is It that If Insurance oompanlea warn
an Increase In premiums on# rear, nobody
asks if they made excess profits years br
fora" Wby Is It that every time something I-
dene about Insurance costs tha reaction I;
always to reduce benefits to the aisle's 23.00'
Injured workers? Why must the worker
always pay the price?

O Chancy Croft le an Anchorage attorney.
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Workers’ compensation bill a ‘win-win’solution

SRR,

Tor employsn la Aluka, workers' compen-
sation reiorm Is not an Issue of Insurance but
a matter of survival. Skyrocketing premiums
for workers' compensation Insurance have
eliminated many Alaska businesses and Jobs.

For employees, workers' compensation
should be exactly that, not lawyer, doctor,
chiropractor or vocational rehabilitation com-
pensation. Tbe system was dcalfned to com-
pensate an Injured worker for lost time and

wages and to belp return an employee to.

productive work.

For (he past 18 months, Individuals repre-
senting Alaska employers and labor unions
met es a combined labormanagement task
force to study and recommend changes In the
workere' compensation statutes. Tbs goal of
tbe task force was to reduce the cost of
workeis' compensation In Alaska but not at
the expense of tbe Injured worker.

Working together to solve problems and
Improve the. system for both In Ihe process has
tsuly resulted In proposals that are a win-srin
situation lor everyone.

Under the bill, minimum weekly benefits
will be raised from fllo 81M while the
max Imum -»U1 be dropped 81100 D 8700.
Labor Luilevu this Is necessary to better
provide for individuals at the low end OF the
scale who most Deed it.

Tbe changes proposed In the permanent

partial disability rate structure will signifi-
cantly Increase payments to tbe more severely
Injured workers while putting reasonable
time limits on tbe length of time some
benefits may be paid.

Xmployer disputes over who Is responsible
for paying claims can cost an employee his life
savings possessions. The proposed legisla-
tion would eliminate those possible conse-
quences by requiring the last employer of a

worker to pay claims until a dispute Is
resolved.
The bill would prohibit discrimination

against workers who have filed workers'
compensation claims. But benefits could be
denied to an employee who knowingly misrep-
resents his physical condition prior lo employ-
ment.

Management end labor agree that medical
costs must be contained to achieve any signifi-
cant premium reductions. Currently there Is
no limit to what medical providers can charge.
Our proposal limits medical chargee to usual,
customary and reasonable fees, similar to
controls used In medical Insurance plans.

Medical providers would be required to

establish written plans for treatments of a
multiple or continuing nature. However, the
proposed legislation does not limit treatment
If It'e proven lo promote recovery.

The bill proposes a cost-effective, unbiased
method to fettle medical disputes which cur-
rently result In lengthy and costly litigation.

Both management and labor strongly en-
dorse a voluntary vocational rehabilitation
pfpfram that provides effective end efficient
services to the worker.

When carriers control a mandatory rehabili-
tation system that's tied to tha claims process,
M Is lhe case now, abuses occur oo both sides,
folicred by a lack of trust that produces
program failure.

La voluntary program which takes service
provider selection away from the carriers
removes It from tbe claims process. Tbe end
result should be more cooperation from the
Injured worker and those providing rehabili-
tation services, lesa litigation and lower costa.

ILabor agreed with management IhM limits
to avoid an avalanche of stress claims are
nkessaiy to prevent further rate hikes and
lost Jobs. The bill Includes reasonable IIm Iti.

.The proposed bill would also allow recalcu-
lation of benefits for recipients who move
outside Alaska based upon differences In tbe
cost of living between Alaska and the "Lower

Labor believes that by supporting these and

other changes a neater portion of workers'
compensation dollars will be directly allocat-
ed to Injured workers, and a cost effective,
equitable program providing Incentive for
Injured workers to return to work will be pul
In place.

Predictably, some attorneys and members
of tbe medial profession have criticized our
efforts because we focused our concerns on the
litigation and disputes that are presently built
Into the system.

We would hope that reasonable people
would put cnocerns for Injured workers ahead
of vested financial Interests such as those held
by crtlks of our efforts.

The major asset ol any Alaska business Is
Its employees. When an employee becomes
Injured through m work related accident,
Immediate and adeouate medical treatment
should be provided. They employee also
should receive adequate compensation for lost
wages while the employee Is unable to work.
Tbe legislation now being considered will
ensure this continues while, at the same time,
making the system affordable and thereby
helping employers provide the Jobs on which
labor depends.

CRobert Anders | tre field agent foe Queritdl
ineers Local 82. 8levs Rnenbe Bqu(Hr%
UR Company, s firecal g fu.



.Alaska Independent
Insurancelvgents & Brokers, Inc.

March 11, 1988

Representative Dave Donlay

Chairman House Labor & Commerce Committee
Pouch V

Juneau, Alaska 99811

Re: Proposed Workers Compensation Legislation (HE 352 / SB 322)

Dear Representative Donley,

The Members of the Board of Directors and the Legislative Committee
have requested I write you this letter and copy all members of the House
Labor & Commerce Committee & members of the House Judiciary Committee.

We support the efforts of the WCCA (a group of 1labor and management)
to draft Legislation to revise the current Workers Compensation Statute.

H3 352 and SB 322. This 1is a very difficult area, as the Workers want
maximum benefits, and Management wants affordable premiums. We request
you work as closely with this group as possible. They have spent
numerous hours and have made considerable compromises to achieve an
acceptable piece of Legislation, and even though it may need some
amendments before it succeeds in reaching it's original intent, we
believe that they are the best group to accomplish this goal. As the

goal is to make the system better for both the employer and the employee.

We wish to request that no consideration be given to mandating
reduced premium in this area. It has been tried in other states, and it
doesn"t work! You cannot force private enterprise (Insurance Companiss)
to sell a product (Workers Compensation policies) guaranteed to lose thenm
money .

What will happen if this is attempted, is that some Insurance
Companies will just stop writing Workers Compensation coverage 1in Alaska,
other Insurance Companies will just refer all Workers Compensation
policies to the Work Comp. Pool, which 1is presently approximately 30%
higher than Standard policies. So by mandating reduction in rates, you
will actually have the reverse effect in the market place.

We thank you for taking the time to read th.s letter. If you have

any questions or comments, please let us know.

Patrick S. Cowan
Executive Director

P.0. Box 1547 = Soldotna. AK 99669 = (907) 262-4136

f3



On the back page (February 21, 1988) cf the Metro Sunday section of the
Anchorage Daily News is a full page ad stating the benefits of the proposed
addendum to the Workers' Comp Law.

The vast majority of workers never expect to become injured on the job.
No sane person would deliberately disable themselves. However, even though you
may be meticulously cautious, you may be severely injured by a co-worker or as a
result of employer negligence. If you are injured because of negligence on the
part of another person and they refuse to pay you compensation for your true
loss, you take them to court. Under our democratic system you can have a juri
determine the responsibility for your injury and value of your loss. However, if
you are injured while performing duties during employment all of your rights of
financial recovery are taken away from you. The Workers' Comp Law has gradually
become more anti-worker and the new proposed legislation will take away even
more financial assistance from an injured worker.

It is hoped that no individual ever falls under the Workers' Comp Law.
The law allows the insurance carrier to be ruthlessly harsh and cruel to ire
very person who should be treated with consideration and sympathy. Instead he is
treated like a criminal. He is badgered ana intimidated until he either caves in
to their tyranny or commits his life to an all out war with them. An insurance
carrier should not be able to deliberately punish a worker because he has been
injured.

The r. :een points stated in the Daily News Ad, on Workers' Comp.,
should be addressed individually to consider their accuracy.

1. There is a negligible increase in the permanent impairment benefit.
However only $10,000. is allocated for a re-employment plan. This allocation is
separate from the weekly benefit payment. When that fund is exhausted :he
employee only receives 60% of his spendable income. The law now allows benefits
of 80% of the employees spendable income. Also, a workers pension plan will be
kept current under the new law. However, if an Injured worker is forced into
early retirement or files for permanent disability on his pension plan, these
funds, which he has paid into his pension for many years, will be subtracted
from his Workers' Comp disability payment.

2. If an employee works only three months in each of the two calendar
years preceding his injury, his benefits will be determined in a more reasonable
manner. However, only minimum wage is guaranteed. Ask yourself, could you make
your car payment or take care of your other obligations on Alaska's minimum
wage?

3. The greatest financial burden to the Workers' Comp Law as it is, is
the rehabilitation program. The insurance carriers have used this program to
controvert claims and prolong just compensation. These totalitarian actions of
the insurance carrier will not be changed under the new law. Under the new
legislation an injured worker will be allowed to refuse the insurance carriers
rehabilitation plan. However, the employee will be made to suffer because of his
decision.

4. Any time tne phrase "encourage co-operation” is used the employees
basic human rights are in jeopardy. The rehabilitation counselors are working
for the insurance company and not the injured worker. So when the rehab
counselor tries to take your right to privacy, self-determination, and pursuit



or happiness, in reality, it is the insurance carrier who is abusing the injureo
worker. The new legislation will bring about even more human rights abuse.

5. The suggestion to establish minimum qualifications for rehab
counselors is only a cover to convince labor they are going to be treated
justly. In reality the wishes of the insurance carrier are given first priority
over the injured workers best interest.

6. Physicians charge workers' comp patients the same a3 any other
patients. The insurance carriers are trying to set fees which are much less than
is usually charged. The reason behind this proposal is to discourage physicians
from giving thorough and complete treatment to an injured worker.

7. The proposed new law will set up an independent medical doctor to
determine an injured workers injury status. This is an affront to the medical
profession. The independent doctor can give an opinion which is completely
different from your family doctor's diagnosis. The independent doctor has the
final say and you cannot sue him for future damage incurred by you because of
his judgment. This law will only give the insurance carrier more tools to
defraud an injured worker.

8. The phrase "encourage" is used again instead of "demand". The
insurance carrier will demand that you take the medical treatment they dictate
even if this treatment is detrimental to your health or life.

9. In many cases continued treatment of an injured worker will not
promote recovery. However, continued treatment is necessary to maintain a
minimum of suffering and side effects detrimental to the injured worker. The new
law would terminate this, treament when it was determined that the injury itself
was not getting any worse.

10. There are so many ways to subvert a discrimination law against a
previously injured worker that any law of this nature is frivolous.

11. The new Workers' Compensation legislation will not protect workers
from delays in implementing benefits. The reality is the law gives the insuance
carrier more loopholes to controvert a claim and therefore more delays.

12. Compensation benefits, especially for permanently disabled workers
should be inflation-proofed. Compensation payments are not inflation-proofed.
This deficiency in the law causes slow economic death. Therefore, to reduce
benefits even further when an injured worker is forced to move where his money
will go farther, is geometrically unjust.

13. There is a catch-all In the new law which will eliminate all stress
claims.

14. Less than one-third of the cost of Workers' Comp Insurance goes to

the injured worker. Under the new legislation he will receive even less.
However, the insurance carrier will receive more and the cost of Workers' Comp
Insurance will not be substantially reduced for the employer.

15. "Cost-effective” and "equitable" programs are merely catch-all
phrases, which means there will be less financial liability to the insurance

company and more financial distress to the injured worker.



The Workers' Comp Law in Alaska has been quietly and methodically
adultered for many years. The only solution for cost-cutting in the program is
to start from scratch. The uncontrolled profit-making of the insurance carriers
will have to be addressed. The conflict provison will have to be addressed. Long
conflict situations instigated by the insurance carrier are not only expensive,
but hard on the already depressed, injured worker. The rehabilitation program
should be a complete and separate program from Workers' Comp. The insurance
carriers should not be able to use the program to their advantage. As the law is
now, the insurance carriers can continue to badger and control the life of a
permanently disabled worker for the the rest of his life. The future economic
status of every worker in Alaska is in jeopardy. Even many of the unions have
caved in to intimidation by the insurance carriers. |If you want the truth about
the Workers' Comp law ask someone who as been snared by it. Don Sasser PH:
688-2614
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February 4, 1988

Maurun Bayliss
7774 Mayfair, #4
Anchorage, AK 99502

Dear Maurun,

| appreciate you taking the time to send me a card with your
thoughts on the worker®s compensation bill before us.

After receiving a number of cards, we have reviewed the flier
suggesting the postcards and making comments about the legisla—
tion. I am somewhat disappointed to see that a good portion of
the information given you about the legislation 1is inaccurate.
To clarify the situation, 1 want to give you some additional
information.

This bill was developed by a task force made up of 5 representa—
tives of organized labor and 5 representatives of management.
Both groups realized that a solution to the current problem
needed to be found and that an agreement had to be negotiated.
After several months of work, this agreement was reached and

the same bill was introduced in both the House and the Senate to
use as a starting point.

First let me highlight a few points that the bill does for
Alaskan workers.

* There 1is a significant increase in the payment for
permanent partial disabilities. This assures that the more
substantially injured workers receive greater benefits.

* The minimum weekly benefit is being raised and the maximum
weekly benefit is being reduced. Only about 3 percent of
the cases will be effected by the reduction and a much
larger number of workers will get increased benefits. This
section will actually increase in dollar amounts, the
overall wage benefits to injured workers.

* The bill reguires that pensions and benefits be included in
calculating a workers®™ average weekly wage instead of just
wages and salaries.



* An injured worker will immediately receive benefits if an
argument breaks out over which carrier will be responsible.
Currently a worker can go for months without benefits.

* Vocational rehabilitation will become voluntary under the
bill. The injured worker has a choice of whether or not to
enter a vocational rehabilitation program, and will no
longer be forced to "play the game™ just to continue
receiving benefits.

* Discrimination against a worker who has filed a worker®s
compensation claim will be prohibited under this new law.

There has been some other misunderstandings that need to be
clarified.lt has been said that the cost of vocational rehabili—
tation can"t exceed $10,000. In truth, only the cost of the

plan for rehabilitation can"t exceed that amount. There isn"t a
cap on the cost of the rehabilitation itself.

It is not the insurance company who must approve additional
changes of doctors, but the worker®s employer. Referrals to
other doctors by a primary physician don"t count as a change of
doctors. Additional changes of doctors can be made if the
worker®"s employer approves.

The area of only allowing 20 visits in 50 days has also been
mis-stated. After the 60 day period 4 visits per month are
allowed. ITf more than the 20 are needed, they are allowed if
they are justified in the written plan.

Under the current system, less than 40 cents out of every dollar
paid in worker®s compensation premiums actually goes to the
injured worker. The bill being worked on is designed to give
more of the money to the injured workers and less money to the
people in the middle. The idea behind worker®s compensation 1is
to provide a system to ensure that an injured worker gets the
appropriate care and compensation. It is my intention to
support a bill that is fair to both the injured worker and the
employer, after all, that"s who the system was designed to
protect in the first place.

Hopefully, | have cleared up some of your concerns. Please be
assured that 1 won"t support a bill that I feel 1is unfair to
injured workers.

Best Regards

TIM KELLY

PS: Any changes enacted this year would not take effect until
July 1, 1988. Anyone that suffered an injury or has a claim or
settlement 1in process before July I of this year would not be
effected and would continue to settlement under the current law.



Law O ffices

Findley & Pallenberg
The Valentine Building
119Seward Street,Suite 1

Jineau,Alaska 99801

Tliomas V. FindIfy Telethons 586-3811
Philip M. Pallenberg January 1il. 1988 Area Code 907

The Honorable Tim Kelly

Cha irman,

Senate Labor and Commerce Committee
P.0O. Box V

Juneau, Alaska 99811

SUBJECT: S.B. 322/H.B. 352--Proposed amendments to Alaska Work—
ers > Compensation Act

Dear Senator Kelly:

As an attorney representing 1injured workers in workers > com-—
pensation cases, I have viewed with 1interest the recent efforts
to reform the Alaska workers ” compensation laws. it has long
been clear to everyone involved in the system that changes are
necessary. Costs are out of control, numerous abuses are occur —
ring on both sides of the system, and too much money is going to
individuals other than the most deserving 1injured workers. It is

even more important, however, that the rush to make those changes
does not result in a bill that deprives injured workers of basic

fairness, and does not achieve the needed savings. | have
reviewed the amendments contained in S.B. 322 and H.B. 352, and 1
am appalled at some of the proposed changes. Cost savings should

not be achieved at the expense, of fundamental fairness.

It must be remembered that workers compensation benefits

are not handouts. Workern compensation was devised as a trade-
off--workers were allowed benefits, without regard to fault, to
compensate thenm in part for their" losses resulting from on-the-
job injuries, in exchange for 1losing their right to sue their
employers for negligence. If employers are to continue to be
immune from suit, their employees have a right to receive fair

and adequate benefits 1in return.

Clearly, the bill represents a great deal of effort by a

large number of people. While much of the proposal is a con—
structive approach to the problem, 1 feelthat many of the
proposed amendments are discriminatory, unfair, or simply

unworkable.

The bill ”s tone 1is set by its first section, which states
that 1its intent 1is to assure the "quick, efficient, and pre—
dictable” delivery of benefits. Whilethese are worthwhile
goals, there is no mentionof fairness--not only to the 1injured

worker, but also fairness tothe employer.



Senator Kelly '2' January il, 1986

he major structural changes in the statute are in the areas

re tabilitation and computation of permanent partial disability
IS
|

T
of h
benefits. | will  first discuss my concerns about the
rehabilitation provisions.

, Although | have other concerns about the rehahbilitation sec-
tion of the bill, | am most concerned about a few items. First,
under new section 04i(j)(2), the injured worker is ineligible for
vocational rehabilitation unless he or she requests a rehabilita-
tion e|.IFIbI|Ity determination within 60 days after the injury.
This will automatically deprive many needy workers of rehabilita-
tion, since 60 days after their injury most empIoYees,don’t know
whither they will "be able to return to their old {obs_. Most
workers that | speak to are almost totally unaware of their right
to rehabilitation benefits. The average injured worker does not
want rehabilitation after 60 days, since he expects to return to
his previous job. It is only arter the worker discovers that he
will not recover full that” rehabilitation = becomes necessary.
The 60 day requirement of new section 041(j)(2) sets a trap for

or

{
the unwary” injured worker.

, New section 041(1) defines "noncooperation" with rehabilita-
tion, which_disqualifies the worker from further rehabilitation
benefits. _ The proposal needs to define noncooperation more care-
fully. This section could be interpreted to provide that an

injured worker forfeits his or her reemp_lqyme,nt benefits if he or
she misses one meeting with the rehabilitation specialist. The
statute should contain the requirement that the noncooperation be
unreasonable. It is also not fair to deprive a worker of his or
her benefits for failure to maintain average grades. By defini-
tion, half of all students are above average, and half are below
average. It seems somewhat elitist to suppose that any student
who does not maintain average grades is not cooperating.

The rehabilitation section eliminates the Provmon in pre-
sent law that an employee's ability to return to work oe judged
by the availability of work in his ‘or community, or the place of
work at the time ‘of injury. Instead, it |s,Jud%ed by the exis-
tence, not availability, of work anywhere in the state. Under
this rule, a Petersburg resident who 1s injured would not be eli-
gible for rehabilitation if a job exists anywhere in the state,
whether in Petersburg, Anchorage, or Nome, which he is capable of
performing--regardless of whether the job is available to him.

The new statute also eliminates any payment of temporary
compensation as maintenance during rehabilitation. Employees in-
stead are expected to li,e on their permanent partial disability
award during rehabilitation. Maintenance would be awarded only
after the ‘worker has exhausted his or her PPD award. | find it
unfajr to require an employee to.  live off his or her permanent
P_amal disability settlement during the period of rehabilita-
ion.'  Coupled with the changes in permanent partial disability
awards, this ~will leave many workers with no money after they
complete their rehabilitation programs. This is inconsistent
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with the purpose of permanent partial disability, which is to
partially compensate injured workers for their permanent loss of
earning ‘capacity.

, | am  veryconcerned about the changes in permanent partial
disaoility (PPD) awards. PPD is intended to be compensation for
an employee's permanent loss of earning capacity. or the typ|-
cal worker with a back |n{ury (or any "unscheduled" injury), " the
existing system attempts to " base compensation on actual ‘loss of
earnings. Thenew statute eliminates any attempt to calculate
actual loss of earnings. Instead, the award is based on the ar-
bitrary disability ratings established in the AMA Guides to the
Evaluation of Peérmanent Impairment.  Most phrsmans will agree
that the AMA Guides are a poor way of evaluating many injuries.
They are particularly arbitrary when it comes to evaluatm% back
|n_{ur|es. The gross” unfairness with this system is that the ar-
bitrary award is paid whether or not the injury affects the em-
Rloyee’s ability to work. A longshoreman with a 56 impairment of
IS back mag be wunable to do his job, but he would receive an
award of  $250. An attornei/] with a 40% disability ma% be fully
able to work, but he or she would receive $96,000. hile this
may meet the stated intent of "ceumk, efficient and predictable”
delivery of benefits, it is far from fair--to either side.

Section 190 contains another curious ?,rovis,ion. After the

injured worker's impairment is rated, the rating is "adjusted" by
multiplying it b(}/ an  "Adjustment Factor", ranging from zero for
impairments _of 5% or lesS, to one for Impairments of 31% or
greater. This will result in the following payments for perma-
nent disabilities:
Impal rment Pa)ément

5% ’ $250

10% %4,800

15% 14,400

20% %28,800

25% 42,000

30% $57,600

, 50% , - $120,000 , ,

While workers with large impairment ratings will receive large
sums of money, the new schedule, f

, or some reason, sharply dis-
counts the awards to workers with small disabilities. If a
worker with a 5% impairment is onetenth as impaired as one with a
50% impairment, it is not clear why the second worker should re-
ceive an award four hundred and eighty times as large. The use
oftthe "Adjustment Factors" to discount” small awards 1s discrimi-
natory.

It is interesting to note that, at the same time that Alaska
seems to be moving toward a purely scheduled system, the general
trend nationwide 1s away from suc systems. This state would do
well to heed the example of other states such as Florida, which
abandoned a scheduled disability scheme when it found, according
to Professor Arthur _Larson, the nationa] authority on workers
compensation, that 79 percent of administrative and legal time
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was consumed arguing about disability ratings. | predict that,
if this section is  adopted, there will be just as many disputes
about disability ratings as there are now about earning capacity.

Another provision of the bill which | find unduly harsh is
the two year limit on temporary total benefits contained in new
section 185. While benefits gernerally are not paid for more than
two years, there are instances in which an injured worker has not
fully recovered in two years. Occasionally, an employee's condi-
tion" is not properly diagnosed right away. If an employee needs
magor surger¥, or complications ‘develop, he or she may well be
left destitute, while still under medical treatment.

Under new section 095(k3, medical disputes are to be submit-
ted to a physician selected from a list kePt by the Board. The
determination of this physician is presumed to bé correct, in the
absence of ~clear and convincing evidence to the contrary._ In
many cases, all three doctors may be on the Board's list. " There
is Simply no reason to decide a case solely on the basis of the
opinion of one doctor who has seen the worker just once. This is
just another way of making the process more arbitrary, and less
fair.

Under new section 020, a worker is totally ineligible for
benefits if he or she misrepresented the worker's physical condi-
tion at the time of hire, and the employer relied “thereon. It
would appear that, under this section, a worker who denied a pre-
vious back injury would ?o uncompensated if he or she aggravated
the previous Injury on the new job. The consequences of this
section for many workers will be disastrous.

~ . In many industries, such ks the logging industry, it is ver

difficult, 1f not Impossible, for a worker with even a minor bac
injury to return to work. No Iogglng companﬁ, | f ?l\/en a choice,
will "hire. a worker with a_ back problem. nder this section, a
logger with a prior back injury “will have to make a choice be-
tween mentioning his injury, " and ﬁrobably not getting a job, and
not mentioning it, and forfeiting his workers’ compensation bene-
fits if he is reinjured.  While the new statute does contain a
to_ug?hened anti-discrimination section, such provisions are very
difficult to enforce. It is usually impossible to prove discrim=-
inatory intent.

, This section illustrates the peril of assuming that labor
interests can speak for injured workers. A union worker, dis-
patched through ~a hiring hall, would not be harmed Dby this
section. The employer “could not discharge the worker 1f his
preemployment health  questionnaire reflects an injury.

nonunion worker, such as a logger, does not have this protection.

New section 220 revises the procedure for calculation of
compensation rates. Under section 220(1), which is unchanged
from existing law, rates are based on wages during the two years
preceding the injury. Under existing law, if thoSe wages do not
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fairly represent the employee's wages at the time of the injury
the Board may adjust the wages by considering the employee’s work
and work history. This "escaﬁe atch" has been substantially en-
larged in recent years Dby the SuEreme Court. The new section
would limit this "éscape hatch." The rate could only be ad{usted
if the employee had no earnings, or was "voluntarily® absent from
the labor market for 18 months or more during the two years. |
can see no [ustification for [limiting this section to voluntary
apbsences. he main justification for the "escape hatch" of sec-
tion 220(2) has alway$ been to allow the Board to adjust the com-
Pensatlon rate when the employee was absent from the labor market
or a portion of the previous two %ears due to previous illness,
disability, or other circumstances eyond the employee's control.
Under the  new language, such involuntary absences from the labor
market would not qualify an employee Tor an adjustment. This
cannot be justified.

Under new section 265, an empIoKee IS resumed to have
reached medical stability if he or she ?oes,4 days without ob-
jective medical improvement, Medical stability becomes all the
more important under the new rehabilitation provisions, since it
marks the point at which an employee's temporary benefits end.
While the standard of objective medical improvement has some
merit, 45 days is much too short a time to judge stability. Many
workers go more than 45 days between follow up visits after major
surgery. It is not fair to throw an injured worker back in the
labor market simply because his injury is slow to recover.

| would sug?est four basic reforms which would substantially
cut the costs of the sgstem. First, lower the maximum benefit,
as S.B. 322 and H.B. 352 do. Second, restore the adjustment of
benefits for out of state claimants, as S:B. 322 and H.B. 352 do.
Third, return the calculation of compensation rates in section
220 to what the Legislature originally intended, which is that
the rate be based on the employee's historical wages. Finally,
and most importantly, rewrite the vocational rehabilitation pro-
visions to require a quick, fair determination of an injured
worker's entitlement to rehabilitation. Too many workers draw
temporary benefits for many months or even years while waiting
for ‘a rehabilitation plan "to be completed. "1 can provide more
specific proposals along these lines if necessary.

Clearly, the present system has major flaws. Too much money
and time is expended in litigation. Too much money is wasted on
meaningless rehabilitation. — Too . manY workers are being finan-
cially "devastated by injuries while other workers receive exces-
sive henefits. The existing statute is an attempt, although not
an entirely successful one,” to compensate injured workers for
their lost™ wages, and to return them to work. ~ The. proposed bill
would abandon "that effort, and instead paY settlements based
solely on the impairment of the body--without regard to earnings.
We must not let the need to cut litigation costs and promote cer-
talnt?/_ eliminate fairness. Fairness, after all, means only that
benefits have some relation to what a worker has lost as a result
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of an Injury. That 1is what the system is supposed to do--and can
do, if we are willing to make it work . I sincerely hope that
this Legislature will not be remembered as the one which stripped
injured workers of their right to be fairly compensated for their
injuries.

cc: Governor Cowper
Members of the Senate Labor and Commerce Committee
Members of the House Labor and Commerce Committee
Senator Duncan
Representative Hudson
Representative Ulmer



Dear Senators and House Members:

This letter 1is in regard to House Bill 352 which proposed changes in the
Workers® Compensation law. On page one of this proposal at line 14-15, it
states "The legislature declares that the Workers®™ compensation laws must not
be construed by the courts in favor of any party.” This part denies the
worker to take any dispute to the courts. Has the legislature found our

courts wanting or needing.

Page 6, line 5, part E states "an employee is not eligible for re-employment
benefits if" (see part 2 line 11) the employer has been previously rehabili—
tated in a former workman®"s comp claim and returned to work 1in the same or
similar occupation in terms of physical demands.” My question 1is, if the
injury is clearly a new injury, why do you not want to give the injured worker
his right to re-employment benefits or have you guys decided to have this as a

once-in-a-lifetime benefit. What a sorry commerce kissing plan.

Page 7, line 14-19 - If an employee 1is in the re-employment part of workmen®s
compensation, an employee will be considered non-cooperative if he fails to
maintain average grades (C) 1in any schooling they propose, and if you don"t
maintain an average C grade, you are history. Any one who can see through a
ladder can see that this new piece of legislation is definitely not for your
average worker. If the average construction hand could hold down average
graded (C), or better, he darn sure would not be a blue-collar worker.

Page 9, line 4-6, the cost of the re-employment plan incurred under this
section shall be the vresponsibility of the employer, but may not exceed
$10,000. It will take a lot more than $10,000 to re-employ a man physically
incapacitated, especially if a limb is missing.

As the law states, a person doesn"t even have to have a degree to be a reha—
bilitation specialist. 1 believe they should.



Page 9, line 26, your definition of "employability" is an amazing snow-job
designed to dump the worker off workmen®s comp. You are aware of this and |1
plan to make the workers and voters in my voting district aware of this in the
next election. Rest assured of this fact. I will also organize other voters
in other districts come next election.

Page 10, line 6, if you are injured and on workman®"s compensation and a job in
Timbuktu is available, you must take that job - 3,000 miles from home, family,
friends, future union benefits, relatives, possessions, or whatever, or you
are off workman®s compensation. If by now you have discovered | am mad ------
you are right!

Page 12, line 7-9, this next one really blows my mind. The bill states '"the
employee may not make more than one change in the employee®s choice of attend—
ing physician without the written consent of the employer.” The injured
worker has never been the one who is doctor shopping. It has always been the
insurance companies who search (doctor shop) for a doctor who will give them a
favorable report or diagnosis and the insurance companies pay well, and 1 mean
wel 1 if this new found prostitute will examine you and report back with the
right words. They are paid $700 to $900 for a 45-minute exam of the injured
worker, and if they don"t give the insurance company the right report about
the injured worker, they are no longer used by the insurance company for
independent medical exams. They then are back into honest medicine.

You may not know it, but there are only a few (10 or 12) doctors in town who
will prostitute themselvesand these are used a lot by insurance companies.
Most doctors will give anhonest IME, but that is not what the insurance

company wants.

Scenario: A man 1is injured and is sent to town and 1is usually coerced into
seeing the company®s doctor or the one recommended by the iInsurance company.
Then he can make only one more change and then must get permission from his
past employer (who by nowis mad cause this man got hurt) and will not get
their permission and must stay with his second choice irregardless of the

doctor®"s field of expertise and specialties.



You are either ignorant or you think the voters are ignorant if you think we
will take this piece of legislation as is. Your opinion of the general public
must be at a new low if you think we believe this new law 1isfor theinjured

worker. Don®"t forget who you are supposed to represent.

Page 13, line 8-9. "The initial treatment plan may not include more than 20
visits in the first 60 days.” Why limit the visits to 20 the first 60 days
and 4 per month in the next month unless you have completely disregarded the

injured worker®s needs and rights to fair treatment.

Page 13, line 15-29, more money will be spend by the insurance company on IME
than the employees will spend on treatment. And, yet, the insurance company

is screaming that too much money 1is spent on doctors. What a farce!

Page 14, line 1-3, the employee must submit to "[ANY]" examination by the 10
or 12 doctors (prostitutes) or his compensation is suspended. These exams are
electro-milogram which 1is where they stick 2 inch needles into your muscles
and they turn the electricity on and see if the muscle moves, which is a
hideous thing if a person is afraid of being shocked. And, 1if needed, the
electricity can be turned up to make you do an uncontrolled dance if needed.
Usually one visit is all that is needed to get the injured worker to drop

workers compensation and find self-help.

Page 14, lines 17-22, J.ere you have limited the injured worker to going to
doctors who are average in price for services, but no limit was put on IME
doctors. Whose side are you on anyway? All you want is average care for the

injured worker.

Page 15, line 1-13. This bill states that if a dispute between the injured
worker®s doctor and the insurance company"s doctor (prostitute) exists, the
insurance company"s doctor will be presumed to be the correct one. My, my,
my, does our prejudice show! You are so narrow-minded and prejudice that a
gnat could sit on your nose and kick both of your eyes out.

Same page nex" “’m s, same paragraph. You have the audacity to write into
this "..11 the: .rds, "a person may not seek damages from an independent



medical examiner caused by the rendering of an opinion or providing testimony
under this subsection, except in the event of fraud.” IT IME are caught
prostituting for the insurance company with a false statement, they will plead

ignorance which doesn"t constitute fraud.

You have made it an air-tight case for the insurance company. Shame on you!
IT you had a part in making or drafting this bill, then plead ignorance it
works for the IME doctor, but don"t vote for it.

Page 16, [lines 9-11. It reads as follows: "Subject to an employer®s or
employee®s burden of proof, a finding of fact made by the board as a part of a
compensation order is conclusive if supported by any evidence.” What have you
got against the court system in Alaska? Are you afraid of judges and jury®s
decisions? Our court system may not be perfect at times, but its better than
a group of hand-picked workman®s comp board members who are also slanted and

prejudiced in favor of big commerce and insurance companies.

Page 20, lines 21-23. "Failure to achieve remunerative employability as
defined in AS 23.30.04(n)(7) does not, by itself, constitute permanent total
disability.” In my mind and to anyone else who has been on workman®s compen—

sation, we know what your motives are.

Jerry Brinkley

4106 Northwood
Anchorage, Alaska 99517
Phone: 248-0266



February 2, 1988

Dear Senators and House Members:

This letter references the proposed new Workman®s Compensation Bill
(Senate Bill No. 322 and House Bill No. 352). After attending the recent
teleconference hearings and testifying before the committee at the public
hearing held in Anchorage on January 29, | decided to send each of you a

copy of my speech.

I am not a public speaker, nor am 1 a politician. I am an injured worker
who has been through some of the bad faith methods the insurance company
practices. This bill made me so mad that | recently registered to vote

and have joined a group that will campaign against anyone who votes for
the bill as is.

The proposed bill has been tailored to benefit insurance companies and

employers, while the employee is often left in the cold. I feel you were
elected to serve as the people®s voice and to represent the public
interest, not the concerns of big money. I am asking for your support

in ensuring that worker®s needs will be met.

In closing, please feel free to call me if you have any questions or feel
I am off base 1in my statements. If you have already decided to vote
against this bill, please disregard this letter. In any case, thank you

for your time.

Sincere

Rodney

6311 Debarr Road, #124
Anchorage, Alaska 99504
(907) 333-2576



Hello. My name is Rodney Fults and 1 am speaking as an injured worker
that knows the Workman®s Compensation System. I1"ve been through jt...
The reason 1 got involved with this bill? I read this in the papp»...
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Well, | went to the Legislative Affairs Building, got a copy of the bill,
and read it when 1 <*ot back to my truck. After 1 read it, 1 got out of
the truck and walked Dack to see if | had dropped part of the bill, because

I couldn*t find the part that "better served the worker."

FIRST OF ALL, 1 would Ilike to comment on the part that states "the board

poses the greatest possible authority in the exercise of its fact finding CV,.4/t,{ <
responsibilities and that the board®"s decisions be <conclusive if sup-

ported by any evidence." This means you can"t take it to the courts if Pk-ul 7/

you feel you"ve been wronged. The words "any evidence" could mean "wrong |

evidence” or "bad evidence." This 1is a clear violation of the 14th / T
Amendment of our constitutional rights...the right to due process. What"s //CU5 =
wrong with the WCCA? Don"t they have any faith 1in the Alaska Court

System? They trust twelve board members but not twelve honest people and -

a judge? | feel this gives the Comp Board too much power. We need a check

and balance system.

SECOND...the part of the bill that states changes of benefits according

to what state you live in...l1 believe this will encourage out-of-state Jrr~l/
hiring, especially for self-insured companies. It would be cheaper if

you had a job going and some worker from Mississippi was injured than if P*Kjfc. '!
an Alaskan worker was 1injured. Alaskans would be discriminated against 1~

more than they are now. Imagine living in Anchorage and having to" get a

post office box in Seattle so you could get a job in Alaska...

THIRD...The Independent Medical Exam...This bill talks about cutting
medical cost, yet at the request of the insurance company an injured £
worker must go to a doctor, hand picked by the insurance company, for an

exam. This doctor 1is paid very well--$500 to $1,000 for 30 to 45 minutes. p-j'-'t-

If the doctor doesn"t give the report the insuran:e company wants, they i J
discontinue future use of this doctor for Independent Medical Examina-—

tions. If he gives them the report they want to hear, they®ve found
themselves a "new friend." As a normal doctor visit only averages $50.00,

I feel this should be looked at as a bad faith method.

FOURTH...Litigation..._Litigation is brought on by the insurance company"s
lawyers to try and get out of the responsibility, not the injured worker
trying to get on workers compensation. Defense lawyers are paid two to
three times the amount the lawyer for the injured worker receives. Law—
yers fees for the injured worker have to be okayed by the Comp Board.
If they are not okayed, they will not oe paid. The defense lawyers, on

/l\

f



the other hand, do not have to be okayed and they can make up any excuse
to litigate a case--literally "starving out"™ the injured worker in the
process. This should be changed to where all lawyers fees need to obtain
approval from Board. This needless waste of money should be stopped.

FIFTH...1 would like to see a breakdown in cost. What are the litigation
costs listed under? Rehabilitation? Medical? Wages? I also feel that
before anyone votes on this bill, insurance companies should show their
profit margins for last two years as premiums have gone up 40 to 60% in

that period. A lot of costs seem to be hidden or not monitored. As one
committee member said in the public hearings in Juneau last week..."they
have a difficult time getting that information." If only 30 cents of

$1.00 goes to the injured worker, I think we should know exactly where
the rest goes...

SIXTH...The subject of a Rehabilitation Specialist..._They want to cut

cost, but yet they speak of hiring more people through the State. This
would not only give one person too much power over another person't
future, but would also add cost to the State. I feel rehabilitation
should be a voluntary program. This certainly needs to be re-examined.

SEVENTH...Cooperation...If you don"t cooperate with the Rehabilitation
Specialist you lose your benefits. That means 1if you don"t agree with
what they say about your future, you"re screwed. If you don"t attend

designated programs, your benefits stop. Does this mean if a person gets
the flu and misses a week of school, they®"re out of the program? These
things are worded too vaguely. It leaves too many loopholes that are not
to the injured worker®s advantage.

EIGHTH...Requires the most recent employer to make the compensation pay-
ments if there is a dispute of liability. This should not even be in this
bill. There is already a law that covers the "last injurious exposure'.

All this would do is discourage anyone from hiring you if you"ve ever been
injured before.

NINTH. ..Section 9 deals with a "written plan for continuing medical
treatment™ within seven days of treatment from your attending physician.
I don"t know about you, but 1"m not a damn car going to the body shop for

an estimate. Doctors don*t always know what you"re going to need in a
week.

TENTH...l1 don"t agree with this bill, but | do agree with a maximum of
$700.00 per week. I don"t know many workers who can®"t make it on that
amount.

In summary, I1°ve listened to several people 1in Juneau stand up and beg
for the legislature to pass this bill "as is" because the WCCA worked so
hard putting it together. Hard work isn"t che issue here. Jesse James
worked hard, but that doesn"t make what he did right. I"ve also heard
Workman®"s Comp referred to as a runaway train. You don"t stop a runaway
train by shooting the passengers.

f

Next time the WCCA decides to write a bill of this nature, 1 hope they
talk to the workers and ask for their input.
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Rene Bales

4859 Weslyan r
Anchorage, Alaska 99508 1Ly Q
February 5, 1988 fad £

Dear Representative:

We all agree the system 1is not working. We all agree too much
money 1is spent to keep the present system. But a wrong doesn"t
make a rightl Things that need to be changed should equally be
done for the good of all and not the good of some. Injustices
have to stop. For by whatever name they are called they do exist
and are causing a lot to hurt. T for one would like to see costs
down but not at the expense of the worker and family. They are
the real victims. The insurance raises premiums, the employer

pays, but what does the worker do when he is 1injured, unable to
work or make wages that are not able to put food on the table?
It is well and good to say that people are using the system for
monetary gain, but lets be sensible, who stands to gain by all of
this, surely not the injured worker. IT you really check claims
you will see that most of themoney goes to the doctor,
rehabilitation, therapy and defense attorney. Only after people
can"t afford to have to hold out any longer they submit and
accept too soon and settle. I know of many of such cases.

It is a known fact that doctors are being influenced prior to
doing an IME requested by defense attorneys. They are told what
they want to hear and some doctors very unprofessionally comply
even at the point of asking such questions as how much money the
injured workers®™ spouse makes, why are they doing this (meaning
going to hearing). Vocational Rehabilitation doesn®t help. They
go through the motions but they know there is no industry or job
that will employ injured workers with limitations. They collect
all that 1is in the kitty and more and after harrassment, lies,
etc., they throw you to the wolves. As for the word stress, you
can be sure that by the time they get throughwith you if you
were a normal, unstressed person, you aren"t after they are

finished. Some doctors treat us like criminals and by the tinme
vocational rehabilitation gets through with y ou we are nothing.
But that"s OK with them. They can blame stress that may have
been pre-existing and try to get away from the main 1issue that
you are injured. You are not OK and will never be again. Your
life has changed and it 1is easy for those who are not 1in your
shoes to say forget the continuous harassment. The 1injured
worker has trouble getting an attorney when by law they only get
10% on top of the benefit awarded. Thus very few attorneys who

are willing to stay 1in workers®™ compensation cases because there
is little money in it but the defense attorney have the right to



set fees and they can afford to spend unlimitel amounts to find
reasons as to why claimants shouldn™t receive the money due him

or her even after proof of injury. IME®"s only serve for the
purpose of finding a willing doctor to lie or twist the truth and
we have quite a few 1in this town that are doing just that. It

this situation exists now it can only worsen by giving 1insurance
carriers power without repercussion when mistakes are made

deliberately. It is ironic that insurance companies want to take
steps to stop doctor shopping by workers, for the reverse Iis
true. IME"s are intended for just that and injured workers are
t uually being sent to them even after medical proof on
disability. In my particular case the doctor®s deposition in my
favor 1| ended up paying for $660 for wasn"t even introduced.

I go on with life for me it will never be the same. I have lost
6k years of my life, the years when 1 should have been the

happiest. I feel 1like an old lady already wunable to do the
things 1 like. All they can say 1is chronic pain - Give me a
break! Why would 1 want to not work? The money | get now isn"t
even enough to go out to dinner or pay for the helpin my house
that 1 need. I was a very happy energetic person before. [
enjoyed work and independence. I have nothing to gain from this
except misery. I would gladly give you the $35.00 a a week if 1

could gain my health back.

Sincerely,

RENE BALES



mBMENgOM™

February 5, 1988

Dear Representative Sund:

You have before you an important piece of legislation
regarding workers compensation. IT it passes it will go a
long way in reducing costs and taking more appropriate care
of our injured workers instead of all the doctors, lawyers,
chiropractors, and rehabilitators the current system 1is

designed to reward. I would strongly urge you to support
HB 352 in an effort to stem the losing tide of worker
compensation premium costs in Alaska. It has the broad

support of management and labor, and even though not
everybody 1is happy with it, 1 believe it will do the job we
want our comp system to do for us.

Please support the effort put forth by labor and management,
and help our economy at the same time.

Thank you.

Respectfully,

Larry Peck
3136 Doil Drive
Anchorage, Alaska 99507
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Representative John Sund
P.0. Box V
Juneau, Alaska 99811

Feb. 16, 1988
De;ar Representative Sund:

I M writing as a small business person who is trying to stay
alive 1in these tough economic times. Whixe we are able to bring
most of the overhead cost for our business under control the one
that needs to be brought back to a reasonable cost can only be
corrected with your help of legislative action.

Workers Compensation Rate for construction has risen over 50* for
carpentry in the last two years - while the construction industry
has been the hardest hit industry in the State ® recession. It
is literally forcing companies to get rid of any employees.

On top of the rising cost, 1in my business | have been able to
watch the devastating results of a bogus claim by an employee who
was hurt on the weekend working on his own home. He made more
than any of the carpenters which 1 had working because of the
tough economic times. Tell me, what 1incentive did he have to go
back to work. Especially when he moved back to North Dakota and
lived comfortably on the income from workers compensation paid at
the Alaska level. After a settlement 1in March because he can
never work as a carpenter again, | recently got word that he is
framing in Oregon now. So take the 50% increase of workers
compensation for carpentry and add a modification factor of 1.39
because of the incidence above.

I understand that the major opposition to the compromise bill
negotiated between labor and management 1is coming from the
chiropractor community and the claimants attorneys. I can
certainly see why they have an interest in the bill as the people
whose pockets are affected but what about those who are paying
for the cost and are being forced out of business for this large
contingency at the feeding trough. I would love to have someone
pay for me to see a chiropractor every week. It is a real
addiction that makes one feel relaxed. What 1is asked of the bill
is no more than accountability by those who are paying for the
cost. It has always been my understanding that a profession is

2028 OTTER « ANCHORAGE, ALASKA 99504 + (907) 349-7564
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February 1, 1988 P.0. BOX 10449

FAIRBANKS.ALASKA 99710
i (907)457-6270

Representative Dave Donly FAX (907)457-3122

Pouch Y State Capital
Juneau, Ak ., 99811 4

Ref: Workmans Compensation HB 352
Dear Mr. Donly,
Thank you for sending House Bill 352 and Memorandum,

Section 4. AS 23.30.020 has some great loop holes for the
a.ttorneys to fight over to -et a greater piece of the "workmans
compensation pie"™ that was unsigned to protect the employer

and the employee.

IT you will keep intact only item (b) with a period after
the word '"chapter™ and eliminate icems (1) and (2) that are
immediately after (b), you will have a "cut and dried" piece
of legislation.

The fact remains clear in my mind, for the protection of

all employers and all the honest employees, who work for

those employers who are participants in the WORKMANS COMPENSATION
ACT, should NEVER be at r~sk, due to any employees who lie

by filling out a fraudulent application to get employment.

The excessive costs to the employers 1is what the jest of
the re-assessment to this act :s all bout. Make sure that
you write this in a laymens language that can be readily
understood by all, and not a preparation for a "feast" for
the attorneys to gorge on in the courts!

Sincerely-Yours,
:/Kruckenb$rg

I"am sending copies of this to every one that | had sent

my orginal packet providing the evidence of the frauds that
we have experienced in our Tfirm. Plus, to those who 1 feel
need to know.

Copy to:

John Sund

Alaska State Legislature

P. 0. Box V, Capitol, Room 122
Juneau, AK 99811

TRUSS FABRICATION PLANT « DOORS « WINDOWS « CABINETS
FACILITIES LOCATED AT 649 ROHLOFFSTREET.JUST OFFOF 4 MILEOLD STEESE HWY. ACROSS FROM CURRY'S CORNER



Risk and

Insurance

Management

Soclety, Inc. Alaska Chapter

February 18, 1988

President

HOWARD P CUTTER
1835 Soutn Bragaw. MS 512

Anchorage. Alaska 99512 - =
(907) 265.8172 TO; Representative John Sund

ce President  g\BJECT: HB-352, Workers"™ Compensation

MIKE KL/WITTER
Risk Manager

North Slope Borough
P 0. Bo* 69

Barrow. Alaska 99723
(907) 852-2611

Secretary 1 am writing to you as President of the Alaska Chapter of Risk and

calL) JONES insurance Management Society. Our organization represents about twenty

Al Sr.Insurance Specialist  f  the  Jargest employers in the State of Alaska, such as State of
yeska Pipeline Service Co. YT R

1835 South Bragav. Ms512 Alaska, Municipality of Anchorage, Alascom, Enstar, North Slope Borough,

Ammnwaggigigg Sealaska, Alaska Railroad Corporation, and Alyeska Pipeline Service
Company. Employers who are members of RIMS employ more than 36,000
people 1in the state.

Dear Representative Sund:

Treasurer
IKE CHARLTON
Risk Manager

U”gﬂﬂgfgazﬂz Workers®™ compensation vrate increases during the past three years have

Fairbanks, Alaska 99775-5580 Significantly impacted the cost of doing business in the state, wh( her
(07 474-7428 ¢ pe private or public entity. A couple of examples are that oil and

Wom Society Director gas pipeline operations have jumped from $3.09 to $10.83 in 1988, or
VICTORIA RATCHYE 7510 Drilling operations have gone from $11.93 to $30.26, or 153%.

Risk Manager - - - - -
EmmerMdGas&L Milliman & Robertson (actuaries) have indicated we could expect a 10-30%

P.O. Box 190288  jncrease in 1989 if legislation is not enacted.

Anchorage. Alaska 99519-0288
(907) 264-3753

Many employers, labor representatives and others have spent many hours

in 1987 and 1988 working on legislation that would reduce tue cost of
workers™ compensation in the State of Alaska and yet would not deprive
the injured worker of his/her right under the law. Although H.B. 352
does not correct all the major problems with the current law, it does
correct some of the high cost areas.

There are special interest groups who do not [like the bill, i.e.
plaintiff attorneys, rehabilitation counsellors, and chiropractors.
Labor, the recipients of the benefits, and management, the people who
pay the bills, have a consensus agreement on the bill. Therefore, it is

paramount you give primary consideration to the majority involved in the
process and not the loud minority.

The Board of Directors of R"IMS strongly endorse the bill and request
your affirmative vote in the committee and on the floor.

Yours truly,

H. P. Cutter, President
Alaska Chapter of RIMS



LARRY BUCHHOLZ DBA I1.D.E.A.
Injured or Displaced Employees of Alaska
801 West Fireweed Lane, Suite 200-B
Anchorage, Alaska 99503
(907) 273-3730

February 19, 1988

Dear Friend:

The attorneys who represent 1injured workers for
workers®™ compensation claims in Alaska have asked me to contact
you to inform you of hew proposed legislation amending the Alaska
Workers®™ Compensation Act will affect your interests.

The proposed legislation reduces all the wrong things
— it reduces your medical benefits, your time loss benefits and
your vocational rehabilitation benefits.

Please complete the enclosed card and mail today. Time
is of the essence, because introduction of the proposed legisla—

tion in the Alaska Legislature 1is scheduled to occur on February
26.

You may also object to particular aspects of the
proposed legislation by telephoning the Legislative Affairs 0f—
fice (phone number 561-7007) and dictating a free public opinion
message to any or all legislators and the governor.

By protecting the interests of injured workers, you
will protect yourself. Thank you.

Very truly,

I1.D. E. A.

LB/jce



Family Chiropractic Center

SUITE 301 « 615 EAST 82nd AVENUE « ANCHORAGE. ALASKA 99518
TELEPHONE 349-8922

February 19, 1988

Senator Tim Kelly
Alaska State Senate
P-0- Box V

Juneau, Alaska 99811

Dear Senator Kelly,

I read your response to one of my patients concerning the new
workers®™ <compensation bill. As a doctor, | agree the bill needs
revision for cost effectiveness. There ar " clinics that
intentionally abuse workersl comp, cases with excessive billing
visit recommendations, there are workers who would rather
collect than work and there are insurers who don"t cover those
with truly severe injuries. The problem 1lies in that | don"t
believe the new workers®™ comp, bill, which gives more control to
employers and insurance companies, handles the problem.

Consider the following as part of the solution. We have a
Workers®™ Comp. Board to handle disputes of cases, why not have a
Workers®™ Comp, medical panel to review the need, excessiveness of
care, lack of care, rehabilitation, parameters, etc. The current
I-M.E- structure 1is weak, lacks communication and promotes
animosity between parties because some doctors become well-paid
hired guns for the insurance companies, being paid $500 - $1,000
for a fifteen (15) minute exam and writing a report.

If you are really interested in solving the problems, my
suggestion would create a definitive structure (M.D., D.C.,
Psychologist, Rehab, specialist) that could evaluate and set a
logical plan as far as the injury, disability, and proper care
aspects of each case that exceeds whatever guidelines are

reasonable.

Thank you for your attention to this matter. I look forward
to a bill that 1is truly fair to all.

Avery N. Martin, D.C.

ANMZ K

cc: all Representatives
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u - - - - Andy Mischenko

HC 89 Box 608
Willow,Alaska 99638
February 29, 1988

John Sund
P.0. Box V
Juneau, Alaska 99811

Dear Mr. Sund:
lam aworkman®s compensation recipient involved inaserious problem.

To beginwith, my name isAndy Mischenko. lam 45 years oid, married, and have four children. 1
have resided in the Talkeetna, Ak. area since moving o this state in 1968. My wife has lived in the
Talkeetna area since 1960. Ihave been on medical retirement from the Operating Engineers Union local
302 sincemy back injury in 1984. Ihave hsd three back surgeries and have been informed by my
doctors that chances are Iwill require another surgery. Needless tosay, Ican no longer return to thisor
any other type of strenuous work.

Since my wife and 1decided many years ago tostay in this area we worked hard, constructed and
paid for our home, purchased property, and invested inanother commercial building, which we now lease.
To acquire what we now have meant that Ihad towork in remote locations, primarily Prudhoe Bay, on the
pipelire, Barrow, ect. This, of course, was a necessity due to the fact that there were no stead/, wel l-paid
jobs inmy craft in the Talkeetna area. Anchorage was out of the question because itssimply to far away ©

drive back snd forth towork.

This Iswhere the problem presents itself. My insurance carrier, ScottWetzel Inc., hss been
pushing for a settlement and a rehabilitation plan, which Iwould be more than happy to resolve if they
would be reasonable. ScottWetzel Insurance and their attormey are attempting to rewrite theWorkman®s
Compensation Laws and set a new president by forcing my family and 1to uproot everything we have
worked for, leave our house and friends, and move tAnchor8g8. 1know that most Americans abhor South
Africas policy of apartheid by relocating people where the government feels like, and I certainly hope we
are not coming tothat. So, in response to this threat of relocation, Iwillingly offered to:

1- Taking inmto consideration my physical restrictions, loffered totake a job at Prudhoe Bay or
* other remote sitewhich paid enough to make a living for my family and lunder the same
conditions | had worked before

2- Ihad presented the insurance company aswell as the Workman*®s Compensation a

self-employment plan which isa viable part of the Workman™s Compensation laws.

3- Iwould be willing towork inthe Talkeetna area ifa job was available that would make a living

for my family and L

Needless to say, Scott Wetzel Insurance Company has given the above mentioned propositions litte
or no consideration. Iwould like to further add that the self-employment plan which Ipresented was
unanimously accepted by all three of my Rehabilitation counselors, my doctors, aswell as all the
personnel at the Virginia Mason Pain Clinicwhich lattended lastyear.

On the 18th of February, 1988, a hearing was held concerning my rehabilitation status. At the
beginning of the hearing, my attomey, Mr. Richard Wagg, asked one of the Workman*®s Compensation Board
members to be excused due to the strong evidence of a conflict of interest. This evidence was based on the
knowledge that this Board member Isamutual friend of the Insurance company"s attormey and that this
attormey had the Board member inher work resume. There was further proof brought out that the



insurance company lawyer and Board member were working together on material to be presented to the
Legislature in order tochange Workman®s Compensation laws. Needless tosay, Mr. Wagg W8S overruled
end the Board member wss allowed to hear my case. 1believe this disregard for the possibility of a biased

decision ishighly unethical.

I believe that in this insane rush tsave the Insurance Industry aswell as big business money, the
Intent and purpose of the Workman*®s Compensation program and its recipients are being jeopardized.
We, as injuredworkers, are not represented by a powerful lobby group. Thus, Ifeel that before the
legislature poeses$urther crippling laws there should be an input from the injured people who will be
the ones most effected by these laws.

It isvery apparent tome aswell ss many other Workman®s Compensation recipients that the
present Workman*®s Compensation laws pertaining to retraining and rehabilitation are not being, and will
not be, administered adequately as long as the arm-in-arm relationship between members of the
Workman*®s Compensation Board 8nd insurance industry representatives Isallowed to proliferate. Once
again, Ipoint to the Inifinl and purpose of the Workman®s Compensation Program and ask the
Administration t reconfirm the atmosphere of faimess in the decisions made by the Workman®s
Compensation Board members, collectively.

I believe that if insurance companies and employees spent as much time and money on safety
measures in thework place as they spend on lobbying for unfair laws and hiring lawyers to fight
Workman*®s Compensation recipients we would all be better off.

Once again, lask the Adninistration and Legislators toallow input from the injured workers who
depend on a fair Workman s Compensation program toallow them to return towork 8S productive
members of society. Thiswill only happen ifwe maintain a strong rehabilitation program.

Any help or advise you can offer will certainly be appreciated. Thank you

Andy Mischenko

vV 733- 335+

Andy Mischenko,

Applicant, HC 89 Box 608
Willow, Alaska 99688

Richard L. Wagg,

His Attorney 1500 W. 33rd, Suite 110
Anchorage, Alaska 99503

VS.
Kodiak Oilfield Haulers,

Employer, 4300 B Street, Suite 600
Anchorage, Alaska 99503

Scott Wetzel Services,

AdJUSter- 741 Sesame Street Suite 1A
Anchorage, Alaska 99503



HC Box 608
Willow, Alaska- 99688
March 31, 1988

Representative John Sund
2504 2nd Avenue
Ketchikan, Alaska 99901

Dear Representative Sund:
I certainly was happy to receive your reply to my letter

concerning my Workers Comp. case.

In response to your question concerning my settlement terms,

I will try to be as brief as possible. I received a decision from
a Workers®™ Compensation hearing that was held February 18, 1988
concerning my rehabilitation status. The outcome was as fTollows:

1. According to Workers®™ Compensation Board, bi-weekly
payments would be made to me until the sum of between
$50,000-%$60,000 was used up.

2. As far as the actual rehabilitation, the Board assigned
me to go to work on a nonexistent job; as ludicrous as
this may sound, this 1is the morbid truth. You can verify
this through my Comp, attorney, Mr. Richard Wagg, at
(907)258-7077 or 1500 West 33rd Avenue Suite 110,
Anchorage, Alaska 99503.

3. The 1insurance company and Workers®™ Compensation Board
failed to address or recognize the fact that in April 1987
further MRI tests on my lower back clearly showed further
disc herniation as well as an unstable fusion from a
previous operation.

As -1 stated in my previous letter, 1 would be more than
willing to return to work once my medical situation could be
pronounced as stable. I have also requested help 1in pursuing a
self-employment plan, which | have submitted on two occasions and
which has been highly thought of by the majority of medical and
rehabilitation people involved in my case.

The -unanimous concensus 1is that | cannot return to work as
a 302 operating engineer or to any other construction-related
job at which 1 am trained or skilled. The severity of my back

injury and the resulting operations prevent this. The Workers®
Compensation Board, as well as the insurance company involved,
have given little or no consideration for my self-employment plan,



have givt no consideration for additional schooling or retraining,
and have 1L St offered to re-hire or help in finding a job at which
I can make a living.

My opinions of present and proposed Workers®™ Compensation
legislation are as follows:

1. Present and proposed legislation would place all 1injuries,
re-injuries, or even questionable medical problems ?s
being the responsibility of the last or present em*?iyer.
My question to this 1is, what incentive would this give
to a potential employer to hire a person who has had a
previous history of personal 1injuries 1in the neck, back,
knees, ect? Certainly, this does very little to help a
viable rehabilitation program for previously-injured
employees.

2. Present laws prevent an employee from suing or taking any
legal action against an employer for negligence or having
an un-safe workplace. I have never been a person who
believes in suing anyone for an extravagant amount of
money, but 1 do believe that the state, through the
Workers® Compensation system, should be allowed to fine
or penalize employers for negligence on the job. Wouldn-t
it be appropriate to suggest that this type of checks
and balances system would help eleviate or reduce accidents
which would be to everyone®s benefit.

3. To the best of my knowledge, our Workers®™ Compensation
boards consist of a representative of the insurance
industry, another representative of the employers and
big business conglomerates, and lastly, a supposed
representative of labor (in theory). Since 1t takes a
majority vote to make and pass Board decisions, how can
we, as Workers®"™ Compensation recipients, expect un-biased
hearings and decisions coming out of these hearings? [
believe that if a serious 1inquiry were conducted by the
legislature or the administration, the answer would be
evident that there has been and will continue to be
many injustices perpetrated by the so-called Mutual

e Admiration.i Society, composed of the insurance
> industry, big business, and members of the Workers-®

Compensation system.

Mr. Sund, I apologize 1if | sound too bitter, but when my wife"s
and four children®s futures are at stake, | collect the evidence
and call a spade a spade! I have mentioned previously that 1 am

45 years-old and 1 have worked hard for the majority of those
years to try and better my family and 1 would like to think that
there is an opportunity to continue providing for them.

I am sad to admit that out of the 10 copies of the previous



letter which 1 sent out to you, as well as your fellow leg—

islators, you were the only person to reply. On the other hand,
it certainly is gratifying to know that we have an elected rep-

representative such as yourself who unselfishly lives up to the

position of a good representative of the people. I"m sure 1 can
speak for all Alaskans, 1injured or otherwise, 1In passing on

a very special "Thank youl!"

Respectfully yours,

Andy Mischenko
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" 2 March 1988

Rep. John Sund

Alaska State Legislature
P.0. Box V

Juneau, Alaska 99811

Dear Rep. Sund:

As an Alaskan employer |1 urge you to support the Workmens ~
Compensation Bill currently before the House of Representatives
as It iIs written.

The labor management task force has worked together for over
a year to reform a system that will benefit employers as well
as employees.

IfT the current system 1is not changed it will prove devastating
to many Alaska businesses. Some have already closed their doors
and others may follow if there are more rate increases. In this
economy we can not continue to allow the loss of jobs.

Our business competes with outside companies who have much lower
Workmens® Compensation rates. Considering the low profit margins
allowed in this market we are finding it increasingly difficult
to compete with these firms. This bill is crucial to this
business as well as the few remaining businesses®™ 1in this
community.

This company has personally seen many abuses 1in the system
which has been extremely costly to us. The system needs this
reform to fairly represent both the employee as well as the
employer at a reasonable cost.

Please support this bill as it has been presented to avoid the
loss of more jobs and businesses®™ 1in the state.

Sincerely,

Barbara A. Reierson
Secretary/treasurer



Alaska .
e Chiropractic
S O C i e ty P.O. Box 111507 « Anchorage, Alaska 99511

March A, 1988

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

RE: Memorandum from Senator Tim Kelly
Dear Representative Sund,

Senator Kelly states in his 2/1/88 memorandum (see attached) that mis—
information has been distributed by Alaska chiropractors concerning S.B. 322
and H.B. 352. I believe anyone who studies the proposed workers®™ compensation
bill with an open mind will see that the bill greatly reduces the injured
workers®™ rights and 1is specifically targeted against chiropractors.

Two actuarial studies have recently been completed by NCCI and Milliman &
Robertson, Inc. to see what cost impact the new workers®™ compensation bill
will have. Both studies show no significant cost savings.

Past workers®™ compensation studies comparing chiropractic vs. medical care
have shown chiropractic care to be of significant cost savings in California,
Oregon, Washington, Wisconsin, Florida, Colorado, Kansas, Montana, etc. I,
therefore, ask you why would Senator Kelly support a bill that two actuarial
studies have shown will not produce any significant cost savings, that
reduces an injured employees rights and discriminates against a form of
treatment (chiropractic care) which has been shown to be cost effective?

I think you will find, in this case, Senator Kelly, not the chiropractors,
has been misinforming the public about S.B. 322/H.B. 352.

I believe that further statistical analysis should be performed before
hastily passing an ill-conceived workers®™ compensation bill. I am, therefore,
asking you not to support S.B. 322/H.B. 352. If, however, you feel that a
workers®™ compensation bill must be passed, I have enclosed revisions to the
bill our attorney drafted. We believe these changes will protect the injured
workers® rights and decrease cost at the same time.

Sincerely,

Charles E. Krichbaum, D.C.
President

"HEALTH THROUGH CHIROPRACTIC - I'ATURALLY"



A. Fred Miller
ATTORNEYS AT LAW
:APBCILSSONAl COIPCBATIOH

426 MAIN ) .
Ketchikan. Alaska 99901 Michael P Hciser

907-225-6666 Admitted m pfjvtive in Mj'fcj iv

March 7, 1988

Representative John Sund
Alaska House of Representative
P. 0. Box V

Juneau, Alaska 99811

Dear John:

I am writing to you with reference to the changes that
are new being made in the Worker®s Compensation law. As
you know, it has long been that attorneys go out of
their way to avoid taking a claimant®s case as you know.
I have recently written to the Worker®s Compensation
Department expressing my concern 1in this regard 1in
general and addressing specific concerns. I*m pleased
to say that the staff has written me back and has
adopted certain of my suggestions, but more importantly
recognizes that while 1insurers and employers®™ attorneys
are adequately compensated, many times claimants”
attorneys are not. In this regard, staff mentioned that
AS 23.30.145 has not been amended. I would respectfully
suggest that it should be amended to permit a reasonable
hourly charge or a reasonable contingency and should
also permit the claimant client to advance costs. Right
now, 1t is questionable whether the client can advance
costs, and therefore the claimant®s attorney may find
himself or herself advancing costs in these matters. [
truly believe that the whole Worker®s Compensation
system would run smoother and the workers, as well as
the employers and the insurers, would be benefited if
that particular statute and the law 1in general were
amended to provide for claimants to have adequate legal
representation. To achieve this, the law should provide
for reasonable compensation to claimants®™ counsel.



Representative John Sund
March 7, 1988
Page 2

I hope you will agree at least in principle with the
foregoing and be able to have 1inserted in the present
amendments Jlanguage which will address this problem.
Thank you very much for considering this and for your
continuing hard work on behalf of your constituents.

Sincerely,

AFM:ce



Letters to the Editor March 8, 1988
Anchorage, Times

P.O. BX. 40

Anchorage, AK. 99510

Dear Editor:

I would like to respond to Mr. Larry Taylor®"s Iletter
regarding the pending Workers®™ Compensation legislation. |
believe he has not had an opportunity to clearly evaluate
the facts of this bill. I personally have been involved in
this particular legislation and feel it is grossly unfair to
the iInjured worker. Most Importantly, though, is the TFfact
that the injured worker is guilty until proven iInnocent. b
there i1s a dispute between the employee and the employer,
all benefits can be legally stopped (or controverted) until
the Board can decide, This can leave the iInjured worker
without any Ffinancial support for months (or longer) until

he can get a board hearing. | have literally seen
legitimately injured workers lose all their savings,their
cars, and their homes waiting for a board hearing. So, let

us ook at who stands to benefit the most from this bill.
I¥ you think the injured worker will benefit from this bill,
you are wrong-.- Sure, the minimum benefits have been raised
to meet minimum wage, but the maximums have been decreased
way out of proportion. Choice of physicians has been
decreased, amount of treatment has been limited and must be
approved by the iInsurance company, Insurance companies can
use out of state organizations to determine fees (making the
worker responsible for the difference), and the list goes
on. The iInjured worker cannot by any stretch of the
imagination benefit from this legislation as a whole. How
about the provider? You made mention that the chiropractors
and the claimants®™ attorneys are the ones making such
wonderful livings from the Workers®™ Compensation system. |
cannot speak Tfor the attorneys, but 1 can tell you that
approximately 11% of our practice is Workers®™ Compensation
patients, and we have one of the largest clinics in Alaska.
It Is not by any means the major portion of our business.
Nor do 1 appreciate the implication that we as a class are
anything less than ethical regarding injured workmen. Our
fees are our fees, and they are no different iIf you were
hurt on the job or carrying out the garbage. As a matter of
fact, studies from around the country have shown that
chiropractic is twice as effective as medical care for work
related injuries, and many foreign governments have come to
the same conclusions, TFfinding chiropractic both effective
and cost effective. In a study yet to be released by the



Italian Medical Community, that spanned two years and 17,142
patients, they found that chiropractic care saved 75.55% ofF
days absent from work and 83.6% of hospital admissions. Any
implication that chiropractic is not effective or would not
save the employer valuable time lost from work can only be
based on ignorance of the facts and bias.

So, let us turn our attention to the employer.
Unfortunately, the employer does not stand to gain from this
legislation either. As your letter implies, the emphasis is
on containing your costs. Will that really be accomplished?
Neither of the two actuarial studies performed showed any
significant cost savings, and during a teleconference held
in Anchorage, an unidentified iInsurance representative
stated that there would be no cost savings. This could
actually increase costs due to litigation, and therefore
increased premiums.

Let us Ffinally consider the Insurance iIndustry, and 1
include the self-insureds. In my opinion, these are the
ones who stand to gain the most. In 1945, the United States
legislature passed the McCarran-Ferguson Act, which gave the

insurance iIndustry legal ability to monopolize. This has
made It difficult i1f not impossible for state regulatory
agencies (ie-Division of Insurance) toobtain accurate
information by which to base rates. Therefore, iInsurance
consumers ((you and ) are forced to pay rates that are
determined by a what-the-market-can-bear attitude. In this

proposed legislation, TFfines for late payments to injured
workers can even be avoided by simply providing custodial
reports on time (Which are already required by law). And
the self-insureds are no better. Because of their status,

they can avoid some of the laws that apply to the insurance
companies, whille alsoavoiding payment of the premium tax

which iInsurance companies are required to pay. That means
they enjoy the benefits of the Workers®™ Compensation system
whille providing absolutely no support for it

Mr. Taylor, 1 have to admit that 1 empathize with you. |
also pay Worker®"s Compensation premiums Tor my employees.
It is the law. But what is so frustrating is to be forced
to buy iInsurance and having absolutely no input as to its
cost. I agree that there needs to be changes to the current
law, but not necessarily the ones proposed. We have been
led to believe that the "insurance crunch”™ “s our own fault
and that we need to do something about 1ic, but 1 really
think this is the smoke from another Ffire. Nowhere iIn this
bill does it say anything about mandating a premium
reduction. I¥ Iinsurance coverage is tc oe required by law,
maybe they should be regulated sin. lar to the public
utilities. It is your responsibility (and mine) to demand
jJustification for these outrageous premiums, and not jJust
""costs are going up'. Insurance companies are getting rich
thanks to you and me, and we should have some iInput into the



process (other than paying into it). I simply do not think

the injured worker should be left holding the bag. | hope
you w ill take a second look at the proposed legislation with
a more objective eye. I am not opposed to it because it
w ill affect my practice. The impact w ill be minimal. | am

opposed to it because it is arbitrary, it is restrictive to
the injured worker, and because it is wrong.

David J. Mulholland, D.C.
Community Chiropractic Clinic, Inc.

cc: Governor Steve Cowper
Dr. Trevor lIreland, D.C.
Dr. Charles Krichbaum
Alaska State Legislature, et al
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Representative John Sund h i
Alaska State Legislature
P. 0. Box V (MS 3100)
Juneau, Alaska 99811

Dear Representative Sund:

One of the problems with the Alaska Workers Compensation Act 1is
that the existence of insurance often allows employers to 1ignore
violations of safety conditions. Since employers cannot be sued
for their own negligence, even gross negligence, some employers
get rather callous with regard to the safety of workmen. I
believe that this 1is one of the reasons for the 1increasing
accident rate in Alaska. Employers should not be able to ignore
known safety vrequirements and then hide behind the limited
benefits of the Alaska Workers Compensation Act and escape full
financial responsibility for the damages they have caused.

This problem came to light recently in Fairbanks where Price/C.iri
Construction, J.V. allowed a dangerous condition to exist which
resulted in permanent brain damage to a hard working, operating

engineer. My unfortunate <client may be permanently, totally
disabled for the rest of his life. The accident could and should
have been avoided. Enclosed 1is a copy of the notice that was

immediately sent by the Corp of Engineers to Price/Ciri
Construction as a vresult of their past and present wanton
disregard of safety regulations.

I would 1like to see the Alaska Workers Compensation Act amended
so that employers who violate known safety regulations lose the
exclusiveness of liability provision of the Alaska Workers
Compensation Act. Would you support such an amendment?



