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STEVE KEEFE

Assistant Majority Whip
Senator 59th District
301 State Capitol

3, Paul Minnesota 55153 | Senate

State of Minnesota

February 19, 1979

The Honorable Albert H. Quie
Governor, State of Minnesota

The Honorable Edward J. Gearty
President, Minnesota Senate

The Honorable Rod Searle
Speaker, Minnesota House of Representatives

Gentlemen:

Pursuant to Laws 1977, Chapter 342, the accompanying re-
port of the Workers' Compensation Study Commission is sub-
mitted to you.

Beginning September 1, 1977, and ending February 16, 1979,
the Study Commigsion held 40 hearings in which it explored
means of alleviating the burden of the cost of workers'

compensation insurance to Minnesota employers, while at

the same time assuring that employees throughout the state
continue to be fairly compensated for job related injuries
and returned to gainful employment as quickly as possible.

This report contains the major findings of the commission
and 57 recommendations which we believe will have a favor-
able impact in those areas of workers' compensation which
have caused the greatest concern to the people of Minnesota
during the past few years. We believe that the adoption

of these recommendations will assure that the State of
Minnesota continues to be a national leader in the workers'
compensation field.

Respectfully submitted

Slas

Steve Keefe, Challrman
Workers' Compensation Study Commission
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INTRODUCTION TO THE REPORT
OF THE
WORKERS' COMPENSATION STUDY COMMISSION







The Workers' Compensation Study Commission was established
by the 1977 Minnesota Legislature "in order to improve the sys-
tem of providing workers' compensation insurance at fair and
reasonable rates to employers within the state." Minnesota
employers have become increasingly concerned with the rates of
workers' compensation coverage which now approaches three per-
cent of the total state payroll and is considerably higher in

certain "risk" industries.

Although comparisons of workers' compensation costs be-
tween jurisdictions are tenuous due to variance in laws, adminis-
tration, benefits, litigation, and other factors, it is evident
that neighboring states offer a competitive advantage in workers'
compensation insurance rates. The adoption of the recommenda-
tions contained in this report is expected to substantially

reduce or reverse these differences.

Concerned with the increases in workers' compensation
premiums and their relation to neighboring states, the Minnesota
Legislature created the Workers' Compensation Study Commission
(Laws of Minnesota 1977, Ch. 342, Sec. 27, Subd. 1) to examine
four specific workers' compensation topics. The charge to the
Study Commission was amended by the 1978 Legislature (Laws of
Minnesota 1978, Ch. 342, Sec. 27, Subd. 1) by adding an addi-

tional topic to be addressed by the commission.



The charge thus given the Commission was to study and

report on:

(a) the procedure by which workers' compensation in-

surance premium rates are established;

(b) the level of Minnesota workers' compensation

premiums as compared to premium levels in other

jurisdictions;

(c) the variocus methods of providing workers' compen-

sation insurance to emplovers in other jurisdictions;
(d) the administration of the law by the department of

labor and industry and workers' compensation court

of appeals; and

(e) the expense factor in the rate in terms of whether

the factor is inadequate or excessive.

Six Commission members, three from each house of the

Legislature, were appointed by their respective bodies and,

in August 1977, Governor Rudy Perpich appointed ten members

to the Study Commiseion - the Commissioner of Labor and Ihdustry,

the Commissioner of Insurance {designee), two representatives

of the insurance industry, two employer representatives, two

labor representatives, and two citizen representatives.

MEMBERS .OF THE WORKERS' COMPENSATION STUDY COMMISSION*

Senator Steve Keefe {(Chairman)
301 State Capitol
St. Paul, Minnesota 55155

Senator Roger Laufenburger
Room 235, State Capitol
St. Paul, Minnesota 55155

Senator Nancy Brataas
Room 139, State Cffice Eldg.
St. Paul, Minnesota 55155

Commissioner E.I. Bud Malone
Department of Labor & Industry

Mr. Patrick Newlin (Insurance)
St. Paul Companies

Ms. Wendy Borsheim (Employer)
Minnesota Retail Federation

Representative Leo Adams
Room 289, State Office Building
St. Paul, Minnesota 55155

Representative Dick Kaley ‘
Room 398, State Office Building
St. Paul, Minnesota 55155

Representative Wayne Simoneau
Room 357, State Office Building
St. Paul, Minnesota 55155

Tom O'Malley »
Assistant Commissioner
Minnesota Insurance Division

Mr. Preston Shepherd (Insurance)
Employers Insurance of Wausau

Mr. Laurence Koll (Employer)
Attorney

* Additional biographical information on the Commission members

can be found on page 4.
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Mr. Neil Sherburne (Labor)
Minnesota AFL-CIO

C. Arthur Williams (Citizen)
University of Minnesota

Study Commission-Vice Chairman

Ms. Tobey Lapakko (Labor)
Minnesota AFL-CIO

Ms. Nadine James (Citizen)
Workers' Compensation Judge

STAFF OF THE WORKERS' COMPENSATION STUDY COMMISSION

Betsy Chesebrough
Commission Secretary

Doug Seaton
House Research

Paul Hyduke
Senate Research

Jay BenAnav
Senate Counsel

Steve Goff
Administrative Assistant

LeRoy H. Schramm
House Research

John Ryan
Senate Research



COMMISSION MEMBERS' BIOGRAPHICAL INFORMATION

Senator Steve Keefe ‘
Chairman of the Workers' Compensation Study Commission;
elected to the Senate in 1972 from district #59 in South Minnea-

polis (DFL); graduated from the University of Minnesota and
employed as a chemist with Honeywell, Inc.; Assistant Majority
Whip in the Senate; serves on the Employment, Elections, Commerce

and Finance CoMmittees; Chairman of the Labor Subcommittee and

serves on the Subcommittee on Committees.

Senator Rogexr Laufenburger
Elected to the Senate in 1962 from district #34 in south-

eastern Minnesota (DFL); the owner of an insurance agency in
Lewiston, Minnesota; Chairman of the Employment Committee and

serves on the Commerce, Rules and Transportation Committees.

Senator Nancy Brataas
Elected to the Senate in 1975 from district #33 in Rochester

(IR); is a management and data processing consultant for chari-
table and political organizations; serves on the Commerce, Employ-

ment, and Health,Welfare and Corrections Committees.

Representative Leo Adams
Elected to the Minnesota House of Representatives in 1974

(DFL) ; employed as an engineering supervisor; serves on the
Commerce/Economic Development, Government Operations and Local/

Urban Affairs Committees.

Representative Wayne Simoneau
Elected to the Minnesota House of Representatives in 1974 (DFL);

employed as a mechanic; serves on the Commerce/Economic Development,
Governmental Operations and the Labor-Management Relations Com-
mittees.

Representative Dick Kaley
Elected to the Minnesota House of'Representatives in 1974

(IR); retired from IBM Corporation; serves on the Governmental

Operations, Health/Welfare and Criminal Justice Committees.



E. I. "Bud" Malone _
Currently General Manager of Industrial Relations and Safety

for“Northern States Power; Commissioner of the Minnesota Department
of Labor and Industry from 1967-1979; B.A., Metropolitan State

University.

Tom O'Malley » ‘
Graduate of the College of St. Thomas in St. Paul; member of
the Charter Property & Casualty Underwriters; has wbrked for the

Insurance Division of the Minnesota Department of Commerce since

1964, currently Assistant Commissioner of Insurance.

Patrick Newlin

Staff actuary for‘St. Paul Fire & Marine Insurance. Co. for
seven years; fellow in Casualty Actuary Society; member of Twin
City Actuarylclub,‘Midwest Actuary Club; graduate of St. Cloud

State University.

Wendy Borsheim _
President since 1973 of the Minnesota Retail Merchants Associa-

tion, a 1,400-member association of Minnesota retailers.

Laurence Koll ‘

B.A., St. John's UniVersity; J.D.,'University of Minnesota;
attorney with Doherty, Rumble and Butler, and Maun Hazel law firms
(1964-67) ; Commissioner, State of Minnesota Workers' Compensation
Commission (1967-69); Assistant to Governor Harold LeVander (1969-

70) ; private practice of law (1l97l1-present).

Neil Sherburne
Secretéry-Treasurer of the Minnesota AFL-CIO for 23 years
until he retired August 1, 1978; member of the Board of Regents

for the University of Minnesota.

Tobey Lapakko

Currently Consumer Affairs Coordinator for the AFL-CIO;
former Director of Consumer Affairs for AFL-CIO; lobbyist for
AFL-CIO during the past ten years; former Director of the Minne-

sota Consumer Services Division.



C. Arthur Williams
Graduate of Columbia University, A.B., A.M., Ph.D; taught
at the University of Buffalo; since 1952 has been teaching at the

University of Minnesota College of Business Administration; dean

of the College of Business Administration from 1972-1978; co-
chairman of an earlier Minnesota Workers' Compensation Study Com-
mission; was a consultant to the National Commission on State
Workers' Compensation laws; served as a consultant to the Minnesota
Insurance Department in connection with workers' compeﬁsaﬁion rates;
serves on board of directors of the St. Paul Companies; served on
the board of directors of the State Capitol Credit Union, the

American Hardware Mutual Insurance Company and the Consumers Union.

Nadine James

B.S. and M.S. in chemistry from the University of Saskatchewan;
law .degree from the University of Minnesota; in private practice
for three years; attorney for the state representing employees;

currently a workers' compensation judge.

W. Preston Shepherd

B.A. in Journalism, University of Missouri; graduate study,

Tulsa University; currently Regional Vice President, Employers
Insurance of Wausau; member, Chartered Property and Casualty

Underwriters.



SUMMARY OF MEETINGS OF THE WORKERS COMPENSATION STUDY COMMiSSION

lst meeting - Thursday, September 1, 1977
Senator Steve Keefe was elected chairman. A general

organization meeting was held with discussion on meeting dates

and agehdas.

2nd meeting = Monday, September 12, 1977
C. Arthur Williams of the College and Graduate School

of Business Administration at the University of Minnesota
presented an academic history of the workers' compensation
law; it's basic characteristics, how it was adoptedjand other
key issues. Dr. Williams was also elected as Vice»chairman of

the commission.

3rd meeting - Monday, September 19, 1977
LeRoy Schramm, House Researcher, presented different

examples of workers' compensation cases. He explained how
attorneys' fees are calculated, and what supplemental benefits
or special compensation funding was available. Mr. Ray Adel of
the Dept. of Labor and Industry explained the function of his

division to the commission members.

4th meeting - Monday, October 3, 1977
Professor Kerwin from the William Mitchell School of
Law spoke on the legal definitions and the workings of the

workers' compensation law.

5th meeting - Monday, October 17, 1977
Mr. Malcolm Robinson of the Alliance of American Insurers,

a voluntary association of insurance companies, made a pre-
sentation to the commission. Mr. William Curtis of Employers
Insurance of Wausau spoke on the handling of claims by the
insurer. LeRoy Schramm of House Research, gave the commission

members background on the Minnesota Compensation Rating Bureau.

6th meeting - Monday, November 7, 1977
Mr. John Hildebrandt of the Minnesota Compensation Rating

Bureau explained the duties of the Bureau and what the Minnesota
Compensation Rating Bureau perceives to be some of the basic

problems of the current system.



7th meetlng - Monday, November 21, 1977

Mr. John Hlldebrandt of- the Mlnnesota Compensation
Rating Bureau continued his presentation. Mr. Berton Heaton,
Commissioner of Insurance, told the commission what problems'
the Insurance D1v1510n has had and what their procedures are.
Mr. Hlldebrandt continued his presentatlon with a case history

to explain to the commission how rates are determined.

8th meeting - Tuesday, December 6, 1977
Mr. Donald T. DeCarlo, Vice President and General Counsel

of the National Council on Compensation Insurance and Mr. Kallop,
Vice President and Actuary of the National Council, explained
to the commission the functions of the National Council.

9th meeting - Monday, December 19, 1977

Mr. Ron Holbock, a workers' compensation claims manager

of Employers Insurance of Wausau, gave examples of different
types of cases and claims. Mr. Jerry Schibel also of Employers
Insurance of Wausau answered questions by the commission
membets. Mr. Leo Flaten, chief examiner of the State Insurance
Division testified about the Division's periodic review of

companies offering insurance in Minnesota.

10th meeting - Monday, January 9, 1978

John Hildebrandt from the Minnesota Compensation Rating
Bureau responded to 23 written questions submitted by the

commission.

11th meeting - Monday, January 30, 1978
John Hildebrandt continued to respond to the 23 guestions
submitted by the commission. LeRoy Schramm of House Research,

distributed to the commission several comparisons of Minnesota

and other states.

12th meeting - Friday, February 10, 1978

Mr. William Peet, President and Senior Consultant of
Wm. Peet Company, spoke to the commission as a buyer of workers'
compensation insurance. - LeRoy Schramm of House Research, pre-

sented data and figures on self-insurers to the commission.

13th meeting - Friday, March 31, 1978
The commission was given a brief summary of the meétings
of the commission to be held during the interim. LeRoy Schramm




of House Research, presented a report to the commission con-
cerning ratemaking, state funds, and self insurance as it relates

to workers' compensation.

l4th meeting - Monday, April 3, 1978
Mr. O'Malley, assistant Commissioner of Insurance, took

exception to some of the statements made in Mr. Schramm's
report at the last meeting. Mr. Abe Rosenthal spoke to the
commission as a buyer of workers' compensation insurance.

15th meeting - Monday, April 17, 1978
The chairman stated that he would like to look at some

states that have competitive state funds. Commissioner

Berton Heaton addressed the commission and reported on various
aspects of the rate hearings. Mr. Tom Noble of the Minnesota
Agricultural Aircraft Assoc. addressed the commission concern-

ing high workers' compensation rates.

l6th meeting - Monday, May 1, 1978
C. Arthur Williams, a member of the commission, and

John Ryan of Senate Research each gave presentations on the

recent rate hearings.

17th meeting - Monday, May 22, 1978
Tom Triplett, Counsel to the Senate Governmental Operations

Committee, explained the Administrative Procedures Act as
it relates to ratemaking and the Commissioner of Insurance.
Mr. John Hildebrandt of the Minnesota Compensation Rating
Bureau responded to questions of policy submitted by the

study commission.

18th meeting - Friday, June 9, 1978

The commission traveled to Brainerd to receive public
testimony from area employers and employees.

Those testifying

Floyd Rudy - attorney = Cloquet - representing Potlatch

Bernie Williams - director of insurance for Jeno's

Art Ranke - insurance agent, Brainerd

George Gaasvig - injured employee - retraining program
Carl Nielsen - President of Dairy Craft in St. Cloud
Ray Hughes - Vice Pres. of Dairy Craft '



John Sullivan - owner of Brainerd timber company

Sherman Mandt - Wadena

Roger Notch ~ personnel mgr. of Stearns Manufacturing Co.
Charles Burns -~ finance mgr. of Stearns Manufacturing Co.
Dale McFeeders - independent insurance agent St. Cloud
Chuck Nelson - Hackensack

George Patterson

Joyce Burd - independent insurance agent

Harvey Halvorsen - Pine River

Barbara Nord - Bemidji .

Jim Merklewitz - Franklin Manufacturing Co., St. Cloud
Joe Larson - Climax, farmer »

Paul Cibuzar - shoe store owner in Brainerd

19th meeting - Friday, June 23, 1978
The commission met in Albert Lea to obtain public

testimony from area employers and employees.

Those testifying

Bob Entorf - personnel manager - Wilson Foods - Albert Lea

Oscar Severson - workers' comp. supervisor - Wilson Foods

Fred Hansen - Hubbard Milling - Mankato

Mark Piepho - Piepho Moving & Storage - Mankato & Rochester
. F. Mike Tuohy - Tuohy Furniture Co. - Chatfield

E. Heinrich - Wells Concrete - Wells

C. Fingerson - AFC, Inc. - Chatfield

Edwin Petersen - farmer - Oakland

Joe Becker - owner, Becker HiWay

Bob Ecklund - owner, Ecklund Trucking = Kiester

Dave Brown - Piepho Moving & Storage - Albert Lea

Bob Quackenbush - QBC Insurance - Albert Lea

Robert A. Keller - K & S Mfg. - Faribault

Ray Hershey - Hershey Roofing - Albert Lea

Cliff Sime - Sime Equip. Co. - Kiester

Dick Dickema - Dickema Const. Inc. - Albert Lea

Chesley Hibbard - Albert Lea Plating - Albert Lea

Merle May - May Engineering - Albert Lea

Lon Nagel - Petersen International Inc. - Albert Lea

Allan A. Schutz - Allan Schutz Const. - Wells .

Lowell Braun - Dave Syverson Ford - Albert Lea
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Dale Schumm -~ Northwest Rubber Co, - Albert Lea

Ken Soost - farmer - Wells

George'Warrant - farmer

Darrel Flurry - Mn. Independent Truckers

Jack Neal - Commercial Printing Co. - Albert Lea

Tony Carp - plant.manager - Banquet‘FOOds —_Wells

Bob Smith - Town and Country Ins. Agéncy - Albert Lea
20th meeting — Monday, July 10, 1978 |

Senator Keefe introduced LeRoy Schramm's replacement,
Doug Seaton of House Research to the members of the commission.

Discussion followed about future meetings of the commission.

Jay BenAnav, Senate Counsel, made a presentation to the commis-
sion about comparative benefits for disabilities in other states.
2lst meeting - Monday, July 24, 1978 -

Paul Hyduke of Senate Research explained the social
security offset. Mr. Ray Adel, Dept. of Labor & Industry,
answered questions about the social secﬁrity offset and the
relation to workers' compensation. Mr. Dean Lemke; Manager of
the local Social Security office, spoke to the commission and
told them what information he had available. John Ryan of Senate
Research made a presentation about'comparaﬁive rates in other states.

22nd meeting - Monday, August 14, 1978
Mr. Tom Renner of the Minnesota Water Well Contractors

spoke to the commission about the exceptionally high rate that
“he pays for workers' compensation insurance. Mr. Lee BerghOff,
Presideht of DeBourgh Manufécturing Company, told the commission
how their workersi compensation insurance rates have risen
during the last couple of years. Mr. Michael Healey of the‘
State Bar Association and the Minnesota Trial Lawyers Association,
explained the vieWs of attorneys who represent employees in
workers' compensation cases regarding attorneys' fees.

Mr. Gerald Duffy, an attorney representing the Minnesota
Concrete and Masonary Contractors Association and the Aggregate
and Ready Mix Association, said that employers are not being

adequately represented in the present system.

23rd meeting - Monday, August 28, 1978
Mr. Howard Milberg, a Culligan businessman in South St.
Paul and North St. Paul, told the commission of his main
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complaint with workers' compensation. Mr. Ed Hentges, a
Financial Vice President of Lester's of Minnesota, told the
commission about his company's problem with workers' com-
pensation. Mr. Marv Spears from the Dept. of Vocational
Rehabilitation addressed the commission about the'problems
involved iﬁ rehabilitation and hiS'recommeﬁdations for improv-
ing services. John Ryan bf Senate Research presehted a state
by state cdmpérison of costs and where Minnesota‘stands‘in
this comparison. ’
24th meetiﬁg‘— Tuesday, September 5, 1978

Mr. George Keller, President of the Minnesota Self

Insurers' Association, spoke to the commission about the

benefits of self-insuring and recommended changes.. Mr. David
Evert of Control Data addressed the commission about self-
insuring.
25th meeting - Monday, September 18, 1978

Mr. Bill Ristow of the Chartered Property and Casualty

Underwriters Society presented information to the commission
on insurance costs. Mr. John Romine of the Minnesota Defense
Lawyers' Association presented his group's thoughts on the
present law. Mr. Tom O'Malley, Assistant Commissioner of
the Insurance Division, gave his views on ways of improving
the systemn.
26th meeting - Monday, September 25, 1978

Mr. Ron Jaynes explained the rehabilitation program in

Colorado. Mr. Glenn Adams, Manager of the Colorado State
Fund, explained thethiStdry of the tcompetitiyve state fund- and
how it functions.
27th meeting - Monday, October 2, 1978
Mr. David Florence, President of Multi-Video International

and an orthopedic surgeon, told the commission about his work
with chronic pain. Mr. John Cantlon of Columbus, Ohio, an
employer's representative and consultant on workers' compensa-
tion, addressed the commission concerning Ohio's exclusive
state fund. '
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28th meeting'~'Tuesday,‘Octobef'IO/‘1978
B Testimony from injured workers' was received by the
commissiqn. ; '
" Those testifying

Linda Sorenson

Howard Tellin

Charleé Maples

Joe Miller |

Floyd England

Howard Peterson

Donald Borer

Irving Aaron

Ronald Berg:

Ed Pisert

Richard Smith
Mr. Alan Tebb of the Califorhia Workers' Compensation In-
stitute testified about California{S‘eXperience with litigation
and cumulative trauma. |
29th meeting - Monday, October 16, 1978

Mr.'Roberthohnson, Vice President of the Insurance,

Federation of Minnesota, presented a statement to the commission
on behalf of his federation, the American Insurance Assoc.,
the Alliance of American Insurers and the National Assoc. of
Independent Insurers.
30th meeting - Monday, October 23, 1978

Mr. Donald Elisburg, Assistant Secretaiy of Labor for the
. U.8., spoke abéut the federal office ofbworkers' compensation.
Ms. June Robinson of the federal office also spoke about the
19 essential recommendations. Mr. John Hildebrandt of the

Minnesota Compensation Rating Bureau disputed certain state-
ments made about the Bureau. Mr. Joe Davis of the Washington
State AFL-CIO told the commission about the state fund in
Washington. Mr. Bob Johnson and Mr. Tim McCoy of the Minnesota
Trial Lawyers Assoc. testified about the'iegal reforms that -
they feel are needed. Mr. Bob Johnson of the Insurance
Federation asked for a brief time to rebut some of their

statements.
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31lst meeting - Monday, October 30, 1978 -
Mr. Harry Peterson, Vice President for Employment Re-

latlons of Minnesota Association of Commerce and Industry, pre-
sented the organization's recommendations for reform.

Mr. Bradley Robinson of Robinson Rubber Products spoke to the
commission about his company's problems. Mr. Jim Kroll of
Western National Insurance Company informed the commission

about the problems his company has experienced. Dr. James
Roberts of the University of Minnesota Pain Clinic testified
about chronic pain. John Fuller, representing small business-
men, presented a report. Mr. Hugh Russell, Assistant Commission-
er of Labor and Industry in Wisconsin, addressed the commission
about the Wisconsin system. Ms. Betty Thompson, a rehabilitation
nurse, gave several examples of cases with which she had been
involved.

32nd meeting - Monday, November 13, 1978

Daniel‘B. Gallagher and Thomas W. Walsh, workers' com-

pensation judges, addressed the commission concerning their

views on workers' compensation. Doug Seaton of House Research
explained two reports, one dealing with 11t1gatlon .and workers'

compensation costs, and self insurance administrative costs.

33rd meeting - Tuesday, November 14, 1978
The commission received testimony from injured workers

and their experiences with the system.
Those testifying '
Don Schidler - Stevens Buick
James English - American Can Co.

Donald Forcier

Dan Gustafson - AFL-CIO
Dave Foster _ :
Jack Bingel ‘representing locals of the U.S. Steelworkers
Joe Miller

Carl Hokenrod

34th meeting - Monday, November 20, 1978

Doug Seaton of House Research, presented a report on the
staffing and organization of the Wisconsin and Minnesota divisions
of workers' compensation. Ten recommendationé to the Legislature

were adopted by the commission dealing with administrative

aspects of the law. 14—



35th meeting - Monday, November 27, 1978
Abe Rosenthal of the Minnesota Transport Services Associ-

ation and the Independent Truckers Association distributed a
statement to the commission. Jay BenAnav, Senate Counsel,
explained his memo on the Governor's appointment powers. Ms.
Borsheim explained the rehabilitation proposal of the Workers'
Compensation Advisory Commission. Commission members discussed

the rehabilitation proposal.

36th meéting - Monday, December 4, 1978

Paul Hyduke of Senate Research explained a memo on medical

panels. Marv Spears and Marijo Olson of DVR explained their
proposal for rehabilitation. Ms. Borsheim's rehabilitation
proposal was adopted. The commission passed a recommendation
to place investment income from the special compensation fund

back in the fund, rather than in the general fund.

37th meeting - Monday, December 11, 1978
Mr. William Peet addressed the commission about his recom-

mendations for solving workers' compensation problems. Dwight
Smith of Senate Research explained his insurance exhibit to the
commission. Jay BenAnav, Senate Counsél, told the commission
what information he had received from New York State about the
re-opened case fund. -Ron Anderson of the St. Paul Companies
presented a report on investment income in ratemaking of property

casualty insurance.

38th meeting - Monday, December 18, 1978
The commission approved twenty recommendations for submis-
sion to the legislature. These recommendations are explained

in the following sections of the report.

39th meeting - Wednesday, December 20, 1978

The commission approved twenty-five recommendations for

submission to the legislature or the Commission of Insurance.

40th meeting - Friday, February 16, 1979

The commission approved the final report.
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RECOMMENDATIONS OF THE

WORKERS' COMPENSATION STUDY COMMISSION






BENEFITS*

1. THE LEGISLATURE SHOULD ELIMINATE TEMPORARY TOTAL OR OTHER
WEEKLY INDEMNITY DURING THE PERIOD THAT RETRAINING BENEFITS ARE
BEING PAID, BUT INCREASE THE WEEKLY RETRAINING AMOUNT BY 15 PER
CENT DURING ANY WEEK IN WHICH THE CLAIMANT IS PARTICIPATING IN AN
APPROVED RETRAINING PROGRAM. (Prevailed 12-2)

The commission believes that retraining compensation cur-
rently operates as a disincentive to return to work since a person
who is in a certified retraihingvprogram may presentiy receive a
concurrent weekly retraining benefit, in addition to and equal to
the amount received for temporary total disability. This "double"
payment often results in more real income during the period of disa-
bility than was earned while employed. 'However, it is the view of
the commission that some incentive should be provided to encourage
retraining which will assist the employee in returning to gainful
employment. This iﬁcentive should be in the form of supplemental
compensation of 15% of the weekly benefit amount.

2, THE LEGISLATURE SHOULD PROHIBIT PAYMENT OF PERMANENT TOTAL
AND PERMANENT PARTIAL COMPENSATION FOR THE SAME INJURY AND PROVIDE

FOR THE PAYMENT OF PERMANENT PARTIAL COMPENSATION ONLY UPON THE
EMPLOYEETS RETURN TO WORK. (Prevailed 10-4)

Until a statutory change in 1974, permanént total and per-
manent partial disability compensation were not payable for the
same injury since both these benefits had historically been intend-
ed to compensate for the wage loss which resulted from a disability.

Therefore, to allow payment of both forms of compensation resulted

*commission vote tally for each recommendation can be found on
page 56.
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in a double recovery of the wage loss.

A delay in the payment of permanent partial disability until
return to work, rather than payment concurrently with temporary to-
tal disability compensation, will result in added incentive to
return to work.

3. THE LEGISLATURE SHOULD REDUCE THE MINIMUM WEEKLY COMPENSATION

BENEFIT FOR TEMPORARY TOTAL DISABILITY TO 66-2/3% OF THE WAGE AT
THE TIME OF THE INJURY. (Prevailed 9-3)

This recommendation would assure that all employees are treat-
ed equally by receiving 2/3 of their gross working wage regardless
of the wage. Presently, the minimum compensation for temporary to-
tal disability is 50% of the state average weekly wage ($104.50)
or the injured employee's actual wage, whichever is less, but in
no case can the minimum be less than 20% of the state average
weekly wage ($41.80). This means that -an employee who earns be-
tween $139 and $104.50 a week while employed nonetheless receives
more than 2/3 of his' gross wage in compensation. Those earning
less than $104.50 but more than $41.80 receive 100% of their wage
and those earning less than $41.80’receive more than 100% of the
‘working wage. |
4. THE LEGISLATURE SHOULD PROVIDE AN OFFSET AGAINST A WORKERS'
COMPENSATION INDEMNITY AWARD IN THE AMOUNT OF THE PREVIOUS COMPEN--

SATION WHERE AN EXISTING DISABILITY HAS BEEN COMPENSATED AND THAT
DISABILITY IS AGGRAVATED BY A WORK RELATED INJURY. (Voice Vote)

An employee who suffers an injury which results in a perma-
nency rating should not be compensated for that portibn of the
disability which is attributable to a prior injury which has been
indemnified by workers' compensation, tort award, or other manner.
By providing this offset, the situation in which an employee re-
ceives double compensation for a portion of a disability is elimi-
nated, while compensation for the work-related disability continues
at the presént rate.

5. © THE LEGISLATURE SHOULD PROVIDE FOR A MAXIMUM DISABILITY

BENEFIT OF 200 PERCENT OF THE STATE AVERAGE WEEKLY WAGE (NATIONAL
GOMMISSION ON STATE WORKMEN'S COMPENSATION LAWS, RECOMMENDATION

#3.9, 3 16.) (Prevalled 8~7)

The present maximum of 100% of the state average weekly wage
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(currently $209) precludes some individuals from receiving 66-2/3%
of their wage though this percentage is provided for others and is
viewed as the amount necessary during a period of disability in
order to assure financial stability. The commission views this
situation as unfair to some injured employees. Workers' Compensa-
tion has always been looked upon as a method of assisting injured
employees in maintaining their standard of living during recovery.
While this objective is reached by employees for whom,66¥2/3% of
their income is less than 100% of the state average weekly wage,
it is not a reality for those who are limited by the maximum.

For those employees; 66-2/3% of their wage exceeds the maximum
weekly benefit and as a result they only receive something less
than the 66-2/3% which is considered adequate. Because few workers
will be affected by this recommendation, its cost will be minimal.
However, for those who are affected and whose living costs, mort-
gage payments, etc., are based on their higher income, it could
prevent financial disaster.

6. THE LEGISLATURE SHOULD PERMIT RECOVERY OF BENEFITS PAID DUE
TO MISTAKE OF FACT, BUT, IN CASES OTHER THAN PERMANENT PARTIAL

LUMP SUM AWARDS, LIMIT THE RECOVERY TO NO MORE THAN 20% OF THE
WEEKLY BENEFIT PAYMENT, THEREBY PROTECTING 80% OF THE WEEKLY COM-

PENSATION. (Prevailed 13-2)

Currently, benefits which are due to a claimant by an in-
surer but which are not paid as a result of mistake of fact are
recoverablevby the claimant. Benefits paid as a result of an error
should therefore be recoverable by the insurer since these are bene-
fits to which an employee is not in fact entitled. In order to
assure that an employee who is receiving weekly benefits will be
left with an amount sufficient to sustain him or her, any re-
covery of weekly benefits by an insurer should be limited to 20%
of the weekly compenéation received by an individual which would
result in 80% of that person's weekly compensation being protected.

7. THE LEGISLATURE SHOULD  PROVIDE THAT YEARLY ADJUSTMENT OF
BENEFITS BE APPLIED ONLY AFTER 104 WEEKS OF DISABILITY. (Voice Vote)

Currently, weekly compensation benefits ate adjusted each
October 1 to keep pace with the increase in the state average
weekly wage with a 6% yearly maximum increase piovided by statute.
This adjustment is intended to assure that the effects of infla-

tion will not result in inadequate compensation in long term cases.
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The commission believes that while weekly compensation should be
protected from the effects of inflation, this protection is not
needed in short term cases. In addition, inequities are created
in short term cases where two employees with similar wage levels
are injured, one just prior to October 1 and one just after, since
the one injured just prior to October 1 would receive an increase
in his benefit on October 1 while the one injured just after
October 1 would‘not receive an increase until the next October 1.
The effect on the adequacy of weekly compensation to those who
have been disabled less than 104 weeks is not felt to be as devas-
tating since that cbmpensation which was provided at the outset of
‘the disability will continue to be sufficient to meet the needs of
the disabled for at least two years. The effects of long term
inflation, however, work to create an undue hardship on indivi-
duals who are unable to return to work and, therefore,‘adjust—
ment of benefits is crucial to maintaining the adequacy of workers'
compensation. In addition, a disincentive to return to work is
created under the present statute since an employee's weekly com-
pensation is adjusted from the first year of disability, and the
employee is therefore receiving automatic increases while not
working, perhaps resulting in the receipt of compensation which
exceeds 66-2/3% of the wage the employee would receive if he re-
turned to work.

8. THE LEGISLATURE SHOULD PROVIDE FOR A SPECIFIC LIST OF INTER-
NAL ORGANS WHICH ARE INTENDED TO BE COVERED BY THE STATUTE AND

INDICATE THE COMPENSATION TO BE PAID FOR THE LOSS OF EACH ORGAN
UNDER THE PERMANENT PARTIAL SCHEDULE. (Voice Vote)

Currently, the statute which provides for the compensation
for loss of internal organs is vague and unclear in that it allows
for compensation in an amount "for that proportion of 500 weeks
which is the proportionate amount of disability caused to the
entire body by the injury. . ." This language has resulted in
inconsistent, confusing and subjective compensation awards and
an increase in litigation. It is the commission's belief that
the Legislature should therefore specifically list the compensa-
tion for the impairment of internal organs in the same manner
that other parts of the body are listed. This list would provide
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workers' compensation judges, claimants and insurers with an objec-
tive method of evaluating the effect the loss of an organ has on
the person, and reduce litigation.

9. THE LEGISLATURE SHOULD REMOVE THE STATUTORY PRESUMPTION THAT

HEART AND ARTERIAL DISEASE AND PNEUMONIA SUFFERED BY PEACE OFFICERS
ARE OCCUPATIONALLY RELATED AND THUS COMPENSABLE. (voice Vote)

Peace officers should not be treated differently than other em~
ployees when proving whether a heart or arterial disease and pneumonia
are work related. They should be required to prove the work relatedness
of these conditions rather than having a statutory presumption work-
ing in their favor.

Judicial decisions in other states which have similar statu-
tory provisions have made it virtually impossible to overcome this
presumption resulting in the compensability of all heart or arterial
disease and pneumonia for all peace officers in spite of strong evi-
dence that the condition may not be work related. This has caused
severe problems for the workers' compensation system in other juris-
dictions and it is the commission's belief that a similar situation
may be averted in Minnesota as a result of this change. '

10. THE LEGISLATURE SHOULD REMOVE THE CONCLUSIVE PRESUMPTION OF
DEPENDENCY ON BEHALF OF WIDOWS WHERE DEATH RESULTS FROM A WORK RE-
LATED INJURY AND IN ITS PLACECREATE A CONCLUSIVE PRESUMPTION OF"
DEPENDENCY IN FAVOR OF BOTH WIDOWS AND WIDOWERS. THIS PRESUMPTION
SHOULD EXIST FOR TWO YEARS FROM THE DATE OF DEATH DURING WHICH TIME
WEEKLY COMPENSATION WILL BE PAYABLE TO THE WIDOW OR WIDOWER. FOLLOW-
ING THIS PERIOD AN OFFSET OF 50% OF INCOME EARNED BY THE SURVIVING
SPOUSE SHOULD BE APPLIED TO THE WEEKLY BENEFITS UNTIL SUCH TIME AS

50% OF THE EARNED INCOME IS EQUAL TO THE FULL BENEFIT DUE AT WHICH
TIME THE RIGHT TO FURTHER DEATH BENEFITS SHOULD CEASE. (Voice Vote)

Presently, women are conclusively presumed to be wholly de-
pendent on their spouses while men must prove dependency. In order
to assure the constitutionality of the dependency statute and pro-
vide for equal treatment of both men and women, this inequitable
situation must be corrected. The existing statute results in full
compensation payments to a widow for the rest of her life (or until
she remarries) even if in fact she was never wholly dependent or
is subsequently employed in a high paying position. However, the
commission believes that in order to assist a widow or widower

during the two years immediately following the ‘death of a spouse,
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death benefits should be paid. The offset which will take effect
subsequent to the two year period will create an incentive for

the surviving spouse to become employed since a portion of the
benefit otherwise payable will be retained while outside income

is earned;‘~However, the offset will result inxa savings to insur-
ers since rather than paying full benefits to a widow for the
remainder of her life, these benefits will be reduced by 50% of
the income earned until that offset is equal to the death bene-
fit at which time the right to the death benefit ceases. The
commission believes that the incentives to gainful employment

for both widows and widowers will result in cost savings'in these
very expensive long term cases and will also result in an improved
standard of living for the claimants.

11. THE LEGISLATURE SHOQULD PROVIDE THAT ACCRUED BENEFITS BE

PAID TO DEPENDENTS IF THE EMPLOYEE DIES PRIOR TO THE PAYMENT OF
BENEFITS. (Voice Vote) '

Since weekly compensation benefits are intended to compen-
sate for wage loss resulting from an injury and since an injured
employee who dies prior to the payment of accrued benefits has none-
theless suffered a wage loss while he or she was disabled, no rea-
son exists not to permit payment to dependents. These dependents
have also suffered a financial hardship during the period of dis-
ability which should be compensated despite the death of the
employee. Moreover, the present statute is inconsistent in that
it permits accrued permanent partial disability benefits to be
paid to dependents despite the death of the employee while not
permitting the payment of accrued temporary total disability
benefits following the death of the employee.

12. fHE LEGISLATURE SHOULD PROVIDE FOR PAYMENT OF DEATH BENEFITS
TO A CHILD UNTIL AGE 25 IF AND WHILE THE CHILD IS ENROLLED AS A

FULL TIME STUDENT IN AN ACCREDITED EDUCATIONAL INSTITUTION.
(NATIONAL COMMISSION ON STATE WORKMEN'S COMPENSATION LAWS,

ESSENTIAL RECOMMENDATION #3.25.) (Voice Vote)

The commission believes that the developments in recent years
which have made it necessary in many cases to continue one's educa-
tion for a longer period than was contemplated at the time of the
enactment of the existing statute, require extending death benefits
to a child until age 25 in some cases. Therefore, in order to pro-

vide for the complete education of a child whose supporting parent

-21-



has died as a result of a work related injury, death benefits should
be paid until ageA25 rather than the present age of 21 years where
the child is a full time student.

13. THE LEGISLATURE SHOULD EXTEND MANDATORY WORKERS' COMPENSATION
COVERAGE TO ALL ELECTED AND APPOINTED OFFICIALS OF POLITICAL SUBDI~

VISIONS. (NATIONAL COMMISSION ON STATE WORKMEN'S COMPENSATION LAWS,
ESSENTIAL RECOMMENDATION #2.6.) (Voice Vote)

Presently, all goverhmental employees are mandatorily covered
by the workers' compensation laws except officers of a political
subdivision who are elected or appointed for a regular term of office.
These employees are covered only when the governing body of that
subdivision adopts an ordinance or resolution providing for coverage.
In order to protect these employees and their dependents from the
hardships of an injury or disability and protect political>subdivi—
sions from tort actions, coverage should be made mandatory rather

than elective.

RETRAINING AND REHABILITATION

14. THE LEGISLATURE SHOULD -IMPLEMENT THE FOLLOWING REHABILITATION
AND RETRAINING PROPOSALS OF THE WORKERS' COMPENSATION ADVISORY COUN-
CIL. (THE ADVISORY COUNCIL, A SEPARATE AND DISTINCT BODY FROM THE
WORKERS' COMPENSATION STUDY COMMISSION, IS A PERMANENT BODY CREATED
BY STATUTE TO STUDY WORKERS' COMPENSATION.) (Voice Vote)

1. Any injury producing permanent disability which
will prevent an employee from adequately performing the
duties of the occupation held at the time of injury should
be referred for rehabilitation consultation and subsequent
services where feasible. '

2. Vocational rehabilitation services should be
those training services designed to return the individual
to (1) a job related to former employment; (2) a job in
a nonrelated work field which produces an economic status
as clbse as possible to that enjoyed prior to the disability
with priority given to the former where possible.

Rehabilitation to a job with higher economic status,
then held before the disability, should be allowed if, as
a practical matter and because of physical limitation this
is the only vocation for which the individual can be trained.
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3. Rehabilitation Administrators. The Commissioner

of Labor and Industry should be authorized to hire qualified
Administrators of Rehabilitation and other assistance as may
be necessary to carry out the responsibilities laid out in
this recommendatlon. These personnel should bebresponsible
to the Commissioner. ' | .

It should be the responsibility of these Rehabilitation
Administrators under the direction of the Commissioner of
Labor and Industry to supervise the delivery of all rehabili-
tation services provided for. The Rehabilitation Administra-
tors should have the power to approve, modify or disapprove
plans submitted to the Department. '

In the event of a dispute by an insurer, employer or
employee with reépect to a plan approved, modified or rejec-
ted by the Administrator, upon the request of any party, the
plan should be submitted to the Rehabilitation Review Panel

for determination.

4. Rehabilitation Review Panel. There should be
established a Rehabilitaﬁion Review Panel composed of the
Commissioner of Labor and Industry or his designated Repre-
Sentative, eqﬁal representation from labor, employers,
insurers, vocational rehabilitation, physicians and other
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