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SENATE 

COMMERCE AND LABOR 

MINUTES OF MEETING 
Monday , February 7, 1977 

The meeting of the Commerce and Labor Committee was held on February 7, 
1977 , in Room 213 at 1 : .35 P .M . 

Senator Thomas Wilson was in the chair . 

PRESENT : Chairman Wilson 
Vice Chairman Blakemore 
Senator Ashworth 
Senator Bryan 
Senator Close 
Senator Hernstadt 
Senator Young 

ALSO PRESENT : 

See Attached List 

Chairman Wilson advised that no action would be taken during this meet-
ing on the bills under consideration. · 

S . B. 3 AUTHORIZES APPOINTING AUTHORITIES TO MAKE TEMPORARY LIMITED 
APPOINTMENTS OF HANDICAPPED PERSONS CERTIFIED BY NEVADA 
INDUSTRIAL COMMISSION (BDR 23-215) 

The first witness was Mr . J ohn Reise;-, Chairman of the 
Nevada Industri al Commission , who advised that this bill's 
purpose is to allow the N.I.C. counsellors to certi fy 
d1sabled individuals for State employment under what is 
known as the 700 Hour Law Provision. ije advised tha.t 
N.I.C. is working with a number of State agencies, and: 
will eventual ly work with all State agencies, to return 
i njured workers to work in a minimum amount of time, 
and to help employ injured workers from other areas in the 
State, in State employment whenever possible under the 
700 Hour Law. 

This bill would allow the Rehabilitation Staff to certify 
individuals as being eligible for the 700 Hour Law 
Provision and provide additional tools to help rehabilite 
injured workers. 

CHAIRMAN WILSON asked Mr. Reis.er. to explain the 700 Hour 
Law. -It is a provisionThatai.lows handicapped persons 
to~ placed on eligibility lists without taking the 
normal examinations and to go through a 700 hour training 
program in which to qualify for these positions. 
(Statut~ NRS 2 84 .327) 
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SENATOR YOUNG asked what number of people would be affected 
by this bill. Mr.Re iser responded that virtually every 
injured worker that has a re-employment problem would be. 
He indicated that out of the 42,000 injured workers this 
past fiscal year# approximately 2,000 workers have had 
some problem in r eturning to work, and these are the 
individuals that account for aboui one-half of the total 
$70 million liability. 

He continued that the Bureau of Vocation and Rehabilitation 
does t he certif ication at this time. This bill would allow 
N.I.C. t o have that same certification responsibility 
and authority so that individuals would not go from the 
N.I.C. counsel lor to the Bureau of Vocation and Rehabilita­
tion, and t hen back to the N.I.C. counsellor, before 
visiting J ob Placement. Mr. Re.:i.se:r explained that this 
would not change the numbers h e lped , but merely change 
the administrative mechanism and allow quicker placement 
capability. 

When asked if this would give handicapped persons priority 
over someone who takes the test and is certified, Mr. Reiser 
replied that they are made eligible along with tho~who 
take the test, allowing the hiring agency to decide whether 
or not to hire the 700 :Bour Law person, or other individuals 
on the list. He stated the item that does give them priority 
is that N.I.C. is able to subsidize the hiring of these people. 
Example :If ah .ind.ividual is receiving temporary total dis­
ability of $800.00 per month, and it is estimated that 
that would go on for three months, N.I.C. can pay the State 
agency to return this individual to work sooner in a training 
capacity than might otherwise be possible. 

SENATOR YOUNG asked if this results in people being employed 
who could not pass the test, or must they also pass the test? 
The response was that the 700 Hour Law is an on-th-job train­
ing program, thus eliminating the need to take the test. 
It is below the Grade 28 level and allows an individual to 
have a period of training prior to meeting the necessary entry 
level requirements. 

SENATOR BRYAN asked that if an individual is handicapped and 
makes application for employment exactly what the 700 Hour 
Law enabled this person to do, and what benefits he would 
derive v.s. an individual corning in off the street seeking 
employment. Mr. Reiser indicated that the benefit would 
be that they can be placed on a job and given 700 hours of 
training to qualify them for that position, when in fact, 
they might not otherwise meet the minimum entry level 
requirements. 
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Mr. Reiser told the committee that the 700 Hour Law would 
address itself to any disability that would be a signifi­
cant detriment to employment; and that the aim is to get 
these people into State employment without the necessity 
of meeting initial requirements, and to give them 700 hours 
of on-the-job training. 

SENATOR ASHWORTH asked if there is an evaluation made and 
by whom. Mr. Reiser indicated that an evaluation is made 
by the agency that hires the individual, and that he must 
meet productivity requirements. 

SENATOR HERNSTADT requested information as to the economical 
impact this would have. Mr. Reiser stated this simply makes 
a procedure which is in effect now, more efficient, and 
N.I.C. will be able to certify directly rather than writing 
up a program with a State agency, sending the program and 
the individual's file to the Bureau of Vocational Rehabilita­
tion for certification, having the file, with certification 
returned, and then having the counsellor talk once again 
to each employer advising that the individual is ready to 
begin the 700 Hour Law Program. The impact is simply 
promoting saving;,and is positive. 

SENATOR BLAKEMORE said that he felt this was merely a carry 
on of the British Columbia Plan to rehabilitate and return 
people to work. Mr. Reiser advised that both labor and 
management concurred with this plan in response to the 
Senator's query. 

The committee was advised that the rehabilitation center 
in Las Vegas will be completed around the end of this 
year and would be a natural completion of that rehabilitation 
process. 

SENATOR YOUNG asked what percentage of the 8500 employees 
might be employed in the 700 Hour Program. Mr. Reiser 
replied that there are about 9,000 individuals that are 
injured temporarily or totally disabled out of the 270,000 
in the State. Approximately 2,000 of those are eligible 
for some form of rehabilitation service so that there 
would be less than 100 of those in the total state which 
would be candidates for the 700 Hour Law. 

Under questioning Mr. Reiser confirmed that his department 
had met with State Personnel ~nd agreed to deletion of 
the following words on page 1, lines 21 and 22 "with 
the concurrence of the Nevada industrial commission". 

Further, Mr.Reiser indicated that he believed they would 
be unable to cut even one position at Vocation Rehab 
by shortcutting part of the certification procedure. 
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SENATOR WILSON asked the purpose of the amendment and was 
informed t hat the rules and regulations are established 
by the Chief and he will have the input of both the N.I.C. 
and the :Bureau of Vocation and Rehab . Therefore, the 
inclusion o.f the phrase "with the concurrence of the 
Nevada Industrial Commiss.ion" adds nothing. 

The second witness to appear before the committee on 
this bill was Mr . Roy Dowling , Chief of the Bureau of 
Vocational Rehabilitation wh6 was appearin<J at the 
request of Mr. Frost. A copy of the letter from Mr. Frost 
to Senator Wi lson is attached for your information. 

Mr . Dowling advised Senator Young that the amount of work 
a ctually involved is a technical certification process, 
and that the preparation of the documents, etc. are done by 
the N.I.C., and because of the wording of the present 
statute, requires certification by one of his personnel, 
making it merely a sign off. Therefore, they would not 
be a ble to eliminate a position within his group. 

SENATOR HERNSTADT asked if there had ever been any conflict 
between N. I. C. and the Vocational Rehabili tat.ion Department. 
Mr . Dowling re sponded that he was sure there had been at 
t h e counsellor level, but was unaware of any that had not 
been adequately resolved. 

SENATOR BRYAN asked if it would not be possible, by giving 
N.I.C. the abi.lity to certify the same as Vocation.al 
Rehab, that someone ,mo could not get certified by Rehab, 
could then go and become certified by N.I.C. Mr. Dowling 
answered that it would be possible - but he wasnot certain 
how likely it would be. 

SENATOR NILSON asked about the criteria for certification. 
Mr. Dowling responded that the purpose of the 700 Hour Law 
is to r eplace the written/oral examination portion of the 
State Personnel examination, and go directly to the 
probationary period which is also a portion of the examination 
for employment. The certification means that a rehabilita­
tion counsellor has thoroughly evaluated an individual and 
certifies to the Personnel Division that the individual 
is job ready for a specific position. They will accept 
that certification in lieu of either the oral or written 
examination portion of the process, and place them at the 
head of the eligible list which then is certified to the 
hiring agencies. 

SENATOR ASHWORTH asked who supervisesand monitors a person 
while on the 700 Hour Program, and which organization has 
the best ability to say who should be certified - Rehab or 
N.I.C. 
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Mr . Dowling indicated that the supervisor within the agency 
who hires the individual decides whether or not his per­
formance on the job is adequate at the end of the 
probationary period , and whether they want to hire him 
as -a permanent employee. He indicated the probationary 
period varies with the classification of the job and 
could be six months or one year. 

He told the committee that the 700 Hour Law allows an 
individual to be certified by the Personnel Division in 
lieu of that first half of the examination, which is 
the oral or written polition. However, the individual 
must go through a probationary period which is the 700 
hours. 

SENATOR ASHWORTH asked if a person, under this act, would 
never have to take an examination, and was told that it 
is possible, as the examination is included in the 700 
hours of standard or better performance on the job. 

The Senator further inquired as to the opportunity for 
a handic apped person to have a position in an agency in 
the State of Nevada conceivably without ever having an 
examination, in comparison with someone who may have taken 
the test. He was told that it is possible, but the 
certification process is where the Rehab counsellor thorough­
ly eval~ates an individual's ability and may use numerous kinds 
of tools to do that evaluation, including simulated work 
experie:n.ce. 

Under questioni.P:g _~_Dowling -informe:a the committee . that 
the Personnel Division would establish what criteria they 
would accept as adequate certification to waive the oral 
or written examination. 

The third witness to appear was Mr. Jim Wittenberg of the 
Personnel Division. (Joined Mr. Reiser& Mr. Dowling at the 
Witness Table) 

SENATOR BRYAN referired back to Mr. Reiser's testimony in 
which he indicated in answer to Senator Wilson's question 
that the regulations that prescribe the criteria for 
eligibility are promulgated· cythe Chief. He reiterated 
that the Chief prescribes the regulations, and that the 
criteria is not promulgataiby the Rehab Division or by N.I.C. 
as proposed in the bill. Both Wittenberg and Riser 
responded affirmatively. 

Mr. Wittenberg advised that to confuse the issue, the 
standards for certification are developed by Rehab. He 
indicated they thought this could be worked out administra­
tively, and does not have to be prescribed in the statute. 
He indicated that on the first occasion there were problems 
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they would be su:Fe they did agree, or that the standards 
were consistent. He indicated that this will be worked 
out . 

SENATOR ASHWORTH expressed concern that the individual 
coming f rom the 700 Hour Program does not have to take 
the test and others do . He asked how you d ec ided which 
person to choose . Mr. Wi tte nberg advised t hat the key 
lies in what the Rehab conseller does . He is not going 
te certify someone for a position t hat does not have 
min imum qualifications, and physical qualifications also. 

SENATOR WILSON quoted Line 13 "Al l Sl.lCh handcapped persons 
shall possess the training and experience necessary for 
the positions for which they are certified" . He stated 
that in effect they ar_e being certif ied before they 
possess the abilities - that the certification suggests 
that in 2 months of work on the job t hey will, in fact., 
possess the training and experience. Mr. Reiser -responded 
a ffirmatively . --

Mr. eiser offered the following clar ification: The Rehab 
center and the eval uation unit~ t hat are established right 
now and the Bureau of Vocational Rehabil i tati<m evaluate 
these people complete ly . They determine what the aptitude 
and capabilities are and once that. determination is made, 
they ma work · for a m0nth or two in the evaluation center 
to be brought up to the very minimum qualification for 
a partieular job . 

SENATOR WILSON asked the significance between lines 8 and 
13. "Such cert i fied handicapp-ed persons shall be placed 
on a ppropriate eligible lists as defined in NRS 284.250, but 
they shall not be place on such lists for positions in the 
classified service above a class grade whioh is equal to 
the majority of trainee or entry level classes in the 
professional series as determined by the Personnel Division". 

Mr. Wittenberg responded that the grade or level that 
that efers :; to is an entry level professional which is a 
Grade 28 t ypically. He indicated the individuals are classi­
fied from the standpoint of qualifications. In other words 
they have to meet the minimum requirements for the position. 

In answer to a further question from SENATOR WILSON, 
Mr. Wittenberg indicated that once they are classified they 
enjoy the normal ri~hts and benefits of classified service 
in government. He said they become classified the day they 
are appointed under the 700 Hours. He indicated that 
they would be subject to discharge for poor performance, etc. 
but they must go through a probationary period. 
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SENATOR BRYAN made reference to Subsection 2 of Section 1 
which reads: "Chief will promulgate these regulations". 
He asked Jim Wittenberg to respond to this provision. 
Mr. Wittenberg responded that the issue of certification 
of being handicapped is the standard of certification that is 
Rehab's responsibility. He indicated that they did not 
delve into the degree of seriousness of the handicap and 
if it is warranted to be certified under the 700 Hour Law. 
That responsibility is Rehab's. He indicated his group 
set the standard in terms of the qualifications necessary 
to do the job. 

SENATOR BRYAN pressed that it seemed to him to suggest 
that Wittenberg should be the Chief, promulgating the 
standards for the handicapped 700 Hour Program. Mr. 
Wittenberg indicated that they have never interpreted 
it that way. 

SENATOR YOUNG asked how much time is generally required 
for training under the 700 Hour Law and was informed 
that in most cases almost the entire 700 hours. 

Mr. Wittenberg stated that approximately 2 1/2% to 3% 
of the total 8,500 employees are considered handicapped. 
Less than 1/2 were appointed under the 700 Hours. Many 
people who are eligible for the 700 Hour Law take and 
compete in the examination, and are being able to take 
the type of tests they have available. There are some 
types of individuals with handicaps that are unable 
to take the tests - such as a sightless person. 

Mr. Wittenberg indicated that the percentage of turndown 
or denials after the 700 hours was very low, but was 
unable to give an exact figure. 

At this point in the meeting SENATOR WILSON informed the 
audience of a new policy. All agencies which come 
before the Commerce and Labor Committee are being held 
responsible for telephoning or notifying by letter, all 
interested parties that they are aware of, who may be 
affected by legislation which the Agency sponsors. Each 
agency, division or department head coming before the 
committee and sponsoring legislation must comply. 
When they appear in committee chambers they must submit 
a list as an exhibit so that the committee can be sure 
the notice has gone out. 

The next witness was Mr. Frank Darr of the Southern Nevada 
Homebuilders. He testified that the bill seems to give 
a distinct advantage to what might be select people that 
come along and say they have been chosen under this program 
and therefore have seniority when it comes time to get a 
job with a State agency. 
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S. B. 4 

Mr. Darr asked for clarification on what was to be gained 
out of this bill - and if there is any gain, do we really 
need it. 

REPEALS PROVISION LIMITING PAYMENT OF INDUSTRIAL INSURANCE 
COMPENSATION FOR HERNIAS (BDR 53 216) 

Mr. Reiser advised that S.B. 4 repeals the restrictive 
language under the hernia coverage and requires that 
hernias be treated just like any other industrial 
injury that arises out of the course of employment. 
The Commission has the responsibility for directing 
medical care and seeing that it is the best care possible. 
There are provisions in the hernia statutes, such as the one 
that requires surgery within one year of the disability, 
which present problems. There are cases where a physician 
asks that surgery not be done immediately, or even within 
one year, because of non-industrial problems such as diabetes, 
heart disease, etc. In this type of case, N.I.C. has had 
to waive the requirement rather than jeopardiz,e the 
health of the individual. 

He indicated that it is very difficult to determine what 
is non-industrial and industtial in hernias, because people 
work in heavy labor for 20 years and are going to gradually 
weaken that weakness they were born with, and it is very 
difficult to point to any particular instance which may 
have caused the hernia. However, previous legislators 
felt that there should be some accident that oceurred on 
the job in order to justify industrial insurance coverage. 

SENATOR WILSON quoted the Statute as follows: "Provides 
that such an injury or hernia would be compensated as a 
temporary total disability, and as a permanent partial 
disability, depending upon the lessening of the injured 
individual's earning capacity" ... in section 3 "in all 
cases coming under subsection 2, for which compensation and 
accident benefits are to be allowed, it must be proven: 
a. That the immediate cause, which calls attention to 
the presence of the hernia, was a sudden effort or severe 
strain or blow received while in the course of employment 
b. That the hernia occurred immediately following the 
cause. c. That the cause was accompanied, or immediately 
followed, by severe pain in the hernial region. d. That 
the above facts were of such severity that the same were 
noticed by the claimant and communicated immediately to one 
or more persons". He stated this language is an attempt 
to build into the law some proximity between the industrial 
occupation and the injury the hernia suffered, Further, 
the bill would eliminate that and he expressed concern as 
to why N.I.C. wanted to eliminate the entire section and 
what the implications might be. 
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S. B. 5 

Mr . Re i ser replied that the reason they wished to 
el iminate it was in subsection 4: "a. injured employee 
and his employer shall give notice of the injury to the 
commission 30 days after the immediate cause. b. The 
injured employee undergoes an operation for the correction 
of this condition within one year after the hernia was 
sustained, etc.". There are restrictive provisions, that 
in the opinion of N.I.C., doctors, attorneys, and commission­
ers have penalized the honest individual and rewarded the 
one who comes in with the provisions listed in the statutes. 

SENATOR ASHWORTH inquired as to what determination would 
be made on the type of disability and Mr. Reiser stated 
that it would be handled under the general determination 
of temporary total disability and permanent partial 
disability. In almost all cases, unless there are severe 
complications, a hernia results in no permanent partial 
disability. When there are complication, there is a 
permanent partial disability involved. In the next 
section 616.605 (Permanent Partial Disability: Compensation) 
the hernia would be treated just like any other industrial 
injury. 

Mr. Re i ser indicated that he does not believe there will 
be any additional cases, and that with the change there 
will be . an elimination of the amount of litigation that 
has been going on. He stated they would perform an 
investigation and take statements from people who may have 
witnessed the incident, or the statement of the individual 
himself, to determine whether or not it arose out of the 
course of employment. The investigations would include 
obtaining medical records that reflect the individual's 
situation prior to the alleged injury. 

He told the committee that if this provision of the law 
was repealed in its entirety there are other provisions 
in the industrial act which will enable the physicians 
and administrators to sufficiently administer the act 
to prevent any possible abuse. 

The second witness was 
Nevada Home Builders. 
a two year trial basis 
to report back to them 

Mr. Jack Kenney of the Southern 
He suggested the law be put on 
and the committee instruct N.I.C. 
at that time. 

REQU IRES ACCEPTANCE OF TIME DEPOSIT CERTIFICATES FROM 
EMPLOYERS AS SUBSTITUTE FOR CASH PAYMENT OF INDUSTR!AL 
INSURANCE PREMIUMS (BDR 53-219) 

Mr. Reiser advised the committee that S.B. 5 is a housekeep­
ing issue that notifies employers that they are entitled 
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S. B. 6 

S. B. 7 

to substitute time deposit certificates for cash as an 
advance deposit. Assemblyman Robinson proposed that N.I.C. 
(in Assembly Bill 14) pay interest on cash deposits. This 
is a substitute that was recommended by the commission and 
the labor management group to keep N.I.C. from getting 
into the commercial banking and savings and loan business 
directly. N.I.C. is accepting these under authority 
given in the past and this simply puts it in the statute 
so that all employers know they can use this type of 
deposit in lieu of cash. 

The interest earned would then go to the benefit of the 
employers. He indicated to Senator Blakemore's query 
that only saving certificates or time deposit certificates 
issued by a bank or savings and loan association in Nevada 
would be accepted. 

CLARIF IES REFERENCE TO ISSUING AUTHORITY FOR SUBPENA IN 
CASE INVOLVING INDUSTRIAL INSURANCE (BDR 53-220) 

Mr. Reiser advised that this was a housekeeping bill. 
He stated that the present law permits commissioners, 
inspectors, or examiners to issue subpenas. N.I.C. 
wants to restrict this to an Appeals Officer or the 
Commission, creating tighter control. He indicated 
they have not had any problems on the subpena authority. 

SENATOR BRYAN informed the committee that the Attorney 
General's office has prepared an omnibus subpena bill 
which sets forth certain uniform procedures for agencies 
in contested hearings under 233 B. It also addresses 
the policy questions as to what level should the 
subpena power be made available to State agencies before 
they reach the contested level. He suggested that they 
might want to consider this bill (S.B. 152~BDR 18-111) a context 
of that overall omnibus proposal. 

The second witness to testify was Mr. Frank Darr of the Southern 
Nevada Home Builders. Mr. Darr felt that the position 
should be proven prior to subpenas being issued. He stated 
further in response to a question from Senator Young, that 
he believed there had been instances of abuse but had no 
way to prove it. 

He informed the committee that his entire board and legis­
lative committee (50-60 people) were unanimous against 
this bill, and wanted to restrict it further. They did 
not want a subpena issued for a blank reason and reiterated 
that probable cause should be shown. 

EXTENDS INDUSTRIAL INSURANCE AND OCCUPATIONAL DISEASE COVERAGE 
(BI:>R 53-232) 
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Mr . Reiser submitted a letter addressed to Mr. Art Palmer, 
Director of the Legislative Counsel Bureau, from Mr. Richard 
Robinson of the National Conference of State Legislatures, 
that deals with this and other essential recommendations 
that the N.C.S.L. is working on and is being used to 
judge the performance of State workma it~'s - Coape:nsatio n 
systems. (Copy attached} The letter is dated Novembe.r 22, 
1976, and was fi lled out by the Nevada Industrial Commission 
at the request of the Legislative 'Co4nser' Btit'~\i. It ex­
plains why N. I.C. is asking that farmers and ranchers be 
included in the c ompulsory coverage. Also submitted was 
a copy of a r eport entitled "Report To The President And 
The Congress Of the Policy Group Of The Interdepartment 
Workers Compensation Task Force", dated January 19, 1977. 
(Copy attached) 

He advised that we have met all the important essential 
recommendations and that these four are those that the 
Legislature has not chosen to adopt in the past. This 
same type of legislation was introduced and considered 
by both the 1973 and 1975 legislators. 

The State position, according to Mr. Reiser, is that 
we would like to take care of our own unique Nevada 
problems, rather than having standards imposed on us 
that may not give the flexibility needed. 

He stated he was reco:mmeniing that the leg.islators adopt 
this statute which would bring farmers and ranchers into 
compulsory coverage. 

He indicated a position opposing the Federalization of 
the Federal standards had been taken by both labor and 
management. The latest Federal bill introduced by 
Dominick Daniels, he said, indicates that we would be 
required to continue with our State law and any employer 
that did not meet the Federal standard would have to 
obtain addional coverage and meet the Federal standards 
as well as the State standards. 

He reconnnended that the Nevada Legislature issue a resolution 
that states their position. 

Mr. Reiser indicated that the arguments in favor of this 
bill are that farming and ranching shouldn't be singled 
out. He stated it was a hazardous occupation, and most 
responsible farmers and ranchers in the State are electing 
coverage at the present time. He indicated that the Farm 
Bureau and the Cattlemen's Association, as well as other 
groups, encourage members to take out Workman's Compensation 
to protect their employees, and that their position is 
that they want it to remain elective rather than compulsory. 
The argument is that if Worker's Compensation is a right, 
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and is compulsory on other employers in the State, then 
farmers and ranchers should also provide this protection 
as a matter of law. At last count N.I.C. had almost 
1,000 farmers and ranchers covered. There are, he said, 
many small farmers and ranchers that are engaged in farming 
part-time or full time that are electing not to cover their 
employees. Mandatory coverage would include part-time 
personnel. He stated that any employee in the State 
now is covered except for the elective provision which in­
cludes agriculture, theatrical, and the casual labor exclusions 
in this bill. 

SENATOR YOUNG asked if there had been a request from any 
group to make this coverage mandatory and Mr. Riser replied 
there had been no such request to his knowledge. 

In the absence of coverage, an injured employee can sue the 
employer. Generally the employer tries to do something 
about the injury if he doesn't have mandatory coverage, 
according to Mr. Reiser. 

SENATOR BRYAN asked if the three sisters rule (fellow 
servant rule, assumption of risk, and contributory negligence) 
applies. Mr. Reiser answered in the affirmative stating 
the farmerand rancher has his defences when the employee 
brings suit, and that the other employers do not. 

SENATOR YOUNG asked if the other exclusions should not be 
eliminated on stage performers. Mr. Reiser advised that 
theatrical employees have chosen not to have Workman's 
Compensation because their salaries are at a level where 
they would not like to be covered. They have disability 
income protection that far exceeds any benefits from 
Workman's Compensation. He further stated that there should 
be little change in N.I.C. if this bill was passed other 
than having to cover more employees and employers. 

In regard to coverage on household help, Mr. Reiser told 
the committee that in 1975 N.I.C. did askror such coverage 
and the Legislature indicated that they did not consider 
that type of employment an industry or trade like farming. 

Assemblyman Dean Rhoades, of District 33, Elko, Nevada, 
asked to testify. He stated that he is a rancher and has 
as high as 30 men working during the summer. He stated 
he had elected to carry N.I.C. but that many of his 
neighbors had private coverage. He expressed his opinion 
that S.B.7 was a restriction on private industry, and then 
indicated that he and his neighbors are opposed to this bill. 

The next witness was Mr. DeLoyd Satterthwaite of Elko County. 
He informed the committee that he is associated with the 
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Ellison Ranching Company, and was speaking also for the 
Nevada Wool Growers Association. He indicated that his 
groups are strongly opposed to this bill as it eliminates 
their free choice. He indicated they had private insurance 
and could get it at a much lower rate than that provided 
by N.I.C. 

SENATOR HERNSTADT asked why the agriculture industry should 
be a privileged industry and allowed to purchase private 
insurance. Mr . Satterthwaite replied that he thought all 
businesses should have the right to buy on a competitive 
market. He felt t hat if an individual had the freedom 
to be competitive with private insurance and N.I.C., he 
might be getting better covera(Je. He felt the choice 
of coverage should be your own. 

MAKES VARIOUS CHANGES TO NEVADA I NDUSTRIAL I NSURANCE ACT 
(BDR 5 3-242) 

Mr . Reiser informea the committee that this bill clarifys 
the language r egarding the commission's right to recover 
from an uninsured employer and prevents other employers from 
having to subsidize an uninsured employer. It makes it 
mandatory that the uninsured employer pay the incurred cost 
of a particular claim without the commission having to 
prove negligence. 

SENATOR CLOSE was told that if N.I.C. brings a suit but does 
not recover the money from the employer that N.I.C. would 
still pay the claim. Mr. Reiser indicated that they had 
been very successful in collecting against uninsured employers. 
He stated they had even been allowed to pay such claims off 
on a monthly basis in order to keep the employer in business. 

SENATOR BRYAN commented that as he read subsection 2 of section 
1, you are deleting the language that provides in part: 
"any employers who have failed to provide mandatory coverage 
required under the provisions of this chapter shall not 
escape liability in any action brought by the employee or 
the commission by asserting any of the defenses enumerated 
in subsection 3 or NRS 616.375 and the presumption of negli­
gence set forth in that subsection is applicable". Assuming 
that the employee elected to bring suit, an option which 
he assumed is presently his under the law now, are we not 
deleting that language then repealing the presumption of 
negligence which atteche3 to the employer by reason of his 
failure to obtain industrial insurance coverage? 

~ Reiser answered that the law continues to have in it 
the loss of the defenses and there is no presumption of 
negligence now. That that is what the intent of this bill 
is - to presume negligence if an individual fails to carry 
the compulsory coverage. There is no presumption of coverage 
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now - the employer simply loses his three defenses. 

SENATOR BRYAN continued that his understanding of the 
present law is t hat there is a presumption of negligence 
and furtrher, on page 2, it states that if the COfflftlission 
brings the action, all they need to establish is: (a) The 
employer fa iled to provide the coverage required under 
this chapter; (b) The employee's injuries arose out of 
and in the course of his employment; and (c) The employee 
has elected to r eceive compensation under this chapter and 
c ompensation is due to him in a certain amount. SENATOR 
BRYAN then asked Mr. Reiser to address the problem of the 
employe e . 

Mr . Reiser a nswered that the employee brings suit, and 
the employer has lost his defenses. He also stated that 
he didn't see in the law any presumption of negligence. 

SENATOR BRYAN referred him to line 15 on page 1: 
"the presumption of negligence set forth in that subsection 
is applicable". 

SENATOR ASHWORTH asked if the intent of the bill is for the 
commission to be involved in all of these industrial 
accidents, and recover the money from the uninsured 
employer, and take the ability of the employee to bring 
action himself. Mr. Reiser replied negatively, stating 
that the intent was for the actions allowed by the employee 
under 616. 3 7 5 ,~ remain-the employee has the right to sue 
his employer if he choses to do so. 

SENATOR WILSDN quoted line 5 and 6 on page 1: "the 
employee may elect to receive compensation under the 
provision of this chapter by: filing a written notice". 
Mr. Reiser indicated that this was correct - if the 
employee doesn't make that election he can still sue the 
employer. 

SE~TOR WILSON: "not withstanding the fact that you repeal­
ed the language which presume negligence on the part of 
the employer". Mr. Reiser commented that they had not intend­
ed to do that, and Senator Bryan was right in that they had 
done something they did not intend to. 

Mr. Reiser cited the procedure followed in collecting 
from an employer, stating that the employer is notified, 
and most arrange to make payment; if an employer fails 
or refuses to pay, they would then sue under a common law 
doctrine, and for the incurred cost of the claim. 

Further, this law will eliminate any question of common law 
defense. He is presumed to have broken the law, and in 
fact, if he breaks the law, and doesn't carry compulsory 
coverage he is responsible for that employee - no common law -
no defense action permitted. 
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APPROVED: 

Mr . Reiser indicated that he did not see much impact -
·but i f any, it would be favorable to other employers. 

SENATOR YOUNG asked if there had been some legal questions 
raised or lawsuits. Mr. Reiser stated this was to prevent 
any legal questions onlawsuits. 

SENATOR YOUNG pressed for clarification of Section 2, page 2, 
line 23: "A supplier of accident benefits whose fee or 
charge is not paid in full or is disallowed" Mr. Re iser 
indicated that he had a suggested amendment from t he 
Hospital Association recommending language on line 24 
to add after the words "whose fee or charge 'for treatment 
of an i ndustrial injury ' is not paid in full ~is disallowed 
by the commission, etc. ,i The problem lies in where an 
individual says he is insured under N.I.C. and the hospital 
or doctor provides the coverage for him and it is later 
disallowed. The reason for the amendment is because we 
are talking strictly about industrial injuries. In the 
case of industrial injuries N.I.C. does apply the usual 
and customary fee program to things like lab work, x-rays, 
etc. If N.I.C. allows the maximum under the usual customary 
program, and the hospital bills the patient for an additional 
$10.00 or $15.00, over and above what N.I.C. allows, there have 
been cases where the hospital has taken or threatened action 
against the individual employee. This clarifys the point 
that the action should be brought against the industrial 
conunission rather than against the injured worker on whose 
behalf N.I.C. has made payment. The supplier is entitled 
to a hearing before the commission concerning the amount 
of payment or disallowance. 

Respectfully submitted, 
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Peter Newman of the Nevada Trial Lawyer's Association stated 
they oppose S.B. 8 on most of the same reasons which have 
been mentioned by the astute members of the Committee. Also 
because it is poorly drafted and he believes it is going to 
cost the State more money because it is going to have to pay 
benefits which it doesn't now have to pay. He feels it will 
preclude the doctor in the hospital from payment under the 
cases Senator Young mentioned and that the impact of this 
bill will remove the incentive for employers in this State 
to carry industrial insurance. He stated he objects to the 
language that enforces, as Mr. Reiser said, the irrevocability 
of the election and would suggest an amendment to the existing 
law that the word irrevocable be changed to revocable. His 
reasoning for this was because many times an injured person 
doesn't realize the seriousness of the injury for some months, 
particularly in the case of a back injury, makes an assignment 
and then is injured by an uninsured employer. 

SENATOR HERNSTADT stated his understanding was that if the 
employee makes the election then they pay according to their 
normal procedures, they don't pay any more, they don't pay 
any less and they can probably get a summary judgment under 
the items on page 2 under lines 3 to 7 which would eliminate 
a lot of extra litigation. The employee, in the case of the 
uninsured employer, has two elections, one to elect to take 
N.I.C. and the other to sign off his benefits if he feels he 
has been properly taken care of and if he doesn't sign off 
his benefits then he can continue to press his claim with 
N.I.C., so he doesn't sign away his treatment, his treatment 
might go on for 3 or 4 years. 

SENATOR CLOSE asked if there would be a time frame within which 
the employee would have the right to make an election and 
Mr. Reiser replied the employee could have as long as he wants 
at the present time, that he would be notified that he had a 
right to either sue his employer or a right to elect benefits 
from the Workmens Compensation Board. 

SENATOR WILSON asked how much time is given the normal claimant 
before he has to file his claim and Mr. Reiser replied he is 
supposed to file it immediately but generally is given 30 days. 

SEN. YOUNG asked if there were any other states where this 
assignment is revocable after a certain period of time and 
Mr. Reiser stated he couldn't answer that question as the 
other states are so different from Nevada's system. 
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SENATOR YOUNG asked as just in the way of history, how many 
suits would you say last year you filed in the same judgment? 
Mr. Reiser answered probably one every two or three months. 

Riley M. Beckett, General Counsel with the Nevada Industrial 
Commission stated that since he has been with the commission 
there has been three or four actions brought where there was 
an injured employee with an uninsured employer and on all of 
them so far the employer has signed an agreement with the 
commission to pay dollar for dollar everything that had been 
expended on the claimant. He pointed out one section that 
he felt is missed as far as emphasis which he feels is 
important regarding a change to 616.410, because if an in­
jured employee is to receive medical benefits, their recourse 
is against the N.I.C., if they feel that we are paying too 
small then they should be able to bring action against us and 
collect the difference and that was the intent of the amend­
ment on 616.410; that as Mr. Reiser has pointed out, he had 
talked with the hospital association and they wanted to make 
clear that this would not preclude them from going against 
an employee where the injury was found to be non-industrial 
because there are cases where a person files an N.I.C. re­
port and it was found after subsequent investigation that 
there was no industrial injury, then their recourse would be 
directly against the claimant. 

Fred Hillerby with Nevada Hospital Association expressed his 
concern that they wanted to be sure that if the person pre­
sented himself as an N.I.C. case and they were not, that 
there was still a recour.se from the employee, and the other 
situation is where disparity developed between the fee 
schedule and the actual charges, the way the law was written 
before, it was apparent that perhaps there was some legal 
recourse there and they did get a legal opinion as an 
association, not that they wanted to pursue the employees, 
but we would like to go on record that under this concept 
of the workmens compensation the employee should not be 
responsible for his own medical bills, but where the dis­
parity gets larger between the fees that are paid and the 
actual charges, there were some problems and I discussed 
it with John Reiser today and we've come up with an agree­
ment that these fees will be reviewed at least on an annual 
basis. 
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S.B. 9 REQUIRES APPLICANT FOR CONTRACTOR'S LICENSE TO SUBMIT 
STATEMENT THAT HE HAS APPLIED FOR INDUSTRIAL AND 
OCCUPATIONAL DISEASE INSURANCE. (BDR 54-243) 

Mr. John Reiser stated this bill is designed to help us 
police the anti-coverage provision and see to it that every 
contractor starting business in the State does know about 
the requirement for every employee to be covered and the 
fact that it does apply for such coverage and carry the 
coverage provisions for employees. 

SENATOR BRYAN asked if Mr. Reiser had inquired as to pro­
cedural applicants, for example, a person may make an appli­
cation to obtain a contractor's license and that application 
may require some investigation on the part of the State 
Contractor's Board and the way this bill has developed is 
the surety requiring that application be accompanied by 
statements from the Nevada Industrial Commission to the fact 
that the applicant has applied for industrial occupational 
insurance so if someone files an application for industrial 
insurance, do you simply keep the application on file or do 
your require them to put up some kind of initial deposit or 
administratively, how do you handle this? 

Mr. Reiser replied that this has been brought to their 
attention and they don't want to insist on coverage 
immediately, that there are two ways that the people can 
take care of the requirement, there is a minimum premium 
provision whereby the contractor could take out the minimum 
premium coverage which is $25.00 per year deposit and most 
employers that are considering coming into Nevada do this, 
they go ahead and take the minimum premium and then report 
payroll as soon as they go into business. This law would 
not require that because there are contractors who come in 
without any employees, they are simply working for them­
selves, and all this would require is that they come in and 
fill in an application that they do not have any employees 
and that they will take out coverage as soon as they hire 
an employee. 

SENATOR BRYAN stated that it seemed to him that with reason­
able enterprise on the part of the agency, couldn't they 
simply contact the State Contractor's Board or have some 
kind of informal understanding with them to periodically send 
in a list of the new licensees? 
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Mr. Reiser replied that was exactly what they intend to do 
with this provision. SENATOR BRYAN asked "do you need the 
law to help you, are you having difficulty getting coopera­
tion from the contractors and Mr. Reiser replied,"yes, not 
from the Contractors Board, but that they are having 
difficulty with out-of-state contractors and new contrac­
tors that will come in and business for two weeks and then 
leave the State, its very difficult for us." 

SENATOR BRYAN stated the Contractors Board could inform us 
that there are a lot of cases where out-of-state contractors 
come into Nevada for two or three weeks and don't make 
application to the Contractors Board but that is your 
dilemma and their dilemma and this bill would not solve that 
situation. Mr. Reiser agreed but added that it will solve 
the situation of the new contractor that applies for a con­
tractor's license that he will have to be notified of that 
mandatory coverage so there will be no excuse on his part 
to say he wasn't aware he was supposed to have coverage • 

SENATOR BRYAN inquired that before we get involved in chang­
ing procedures as far as handling the Contractors Board 
applications for State licensing, has the possibility been 
explored of having the Contractors Board notify whenever 
they issue a contractor's license. He also added that as 
far as ascertaining who has been licensed, there is a news­
paper where all licenses that are issued appear daily and 
you can extract that information from the paper. 

Mr. Reiser stated that their experience is that the Con­
tractors Board has been very cooperative but this bill would 
simply be an additional tool for us to make sure the Nevada 
Industrial Commission coverage has been applied for and for 
them to help us through the law. 

SENATOR HERNSTADT asked why they limited this just to con­
tractor's licenses, if they want a cross-check, why not say 
anyone obtaining a business license and then have some 
provision where you get copies of these business license 
applications and cross-check them? Mr. Reiser replied that 
they are doing that, asking for all information on new 
business licensing in the State but the problem with that 
is the policing function, there are so many different li­
censing agencies in the State that it is difficult to work 
with every one of them so they want to try it with the con­
tractors first before they know if it will work on a coopera­
tive basis. 

59 

dmayabb
Senate



' 

I 

t 

Minutes of Commerce & Labor Committee 
February 7, 1977 
Page 20 

SENATOR HERNSTADT asked that if it works with the contractors 
then the N.I.C. might expand it to which Mr. Reiser replied 
yes. 

SENATOR BLAKEMORE mentioned a possible problem if they are 
going on the assumption that when a man applies for a license 
that the license is going to be granted, and that is not 
always the case to which Mr. Reiser replied that they are 
only requesting they apply for coverage, not that they even 
take it out, but just so they know that the coverage is a 
mandatory requirement of the law and if they aren't granted 
a contractor's license then they don't ever pay a premium. 

Jack Kenny of Southern Nevada Home Builders stated they were 
not opposed, they think there would be some benefits but are 
concerned about the mechanics and agreeing with Senator Bryan 
statement to the effect there might be an easier way to do it 
rather than make this into an NRS. Upon further questioning 
Mr. Kenny stated they do not object to the bill. 

S.B. 10 REVISES PROVISIONS ON OCCUPATIONAL SAFETY AND HEALTH BY 
ADDING TO POWERS OF REVIEW BOARD AND EXTENDING PROCEDURE 
FOR COLLECTION OF FINES. {BDR 53-244) 

Mr. Reiser stated that this Bill is a request of the 
Occupational Safety & Health Department and the Board gives 
them the authority to administer oaths, take depositions, 
certify oaths and issue subpoenas; that this board is an 
independent board from the Commission and has called up 
witnesses without having the authority to. 

SENATOR WILSON asked what the responsibility of the review 
board is and Mr. Reiser replied that they review all of the 
appealed terminations of the Department of Occupational Safety 
and Health and in effect is an independent appeals board 
similar to the appeals officer that hears the appeals on 
claims. 

SENATOR BRYAN suggested they might check Senate Bill 152 and 
the Deputy AG who is working with the Judiciary Committee on 
it to which Mr. Riser replied that he would. 
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Jack Kenny (So. Nev. Horne Builders) stated they would like 
to go on record as having discussed S.B. 10 in a large 
group and they are philosophically opposed to appointed 
boards that have the right to make regulations that have 
the full force and effect of law, that they feel this is 
an extension of powers they now have in terms of subpoenas, 
the bill doesn't give any reason, as they read it, to com­
pel attendance of witnesses, it appears to be a very open 
ended provision and they query Mr. Reiser why this is 
necessary, has there been a procedure problem? 

Mr. Reiser replied there have been questions of subpoena 
authority and that the commission does have the authority 
to subpoena witnesses if necessary. The point that the 
attorney representing the OSHA review board made is that 
the board is an independent commission and should not be 
dependent upon us for that subpoena authority and we agree 
that the authority should be held by the review board appeals 
officer as it presently exists. He added that most employers 
and labor prefer having it administered on a State level 
rather than federal. 

S.B. 11 EXTENDS DEFINITION OF CASUAL EMPLOYMENT. (BDR 53-288) 

SENATOR WILSON asked what the significance is of whether 
or not employment is in fact "casual" and Mr. Reiser re­
plied that this bill is intended to cover the "baby sitting" 
and casual employment, casual labor is excluded from manda­
tory coverage and will expand the exclusion in effect and 
give home owners the right to hire baby sitters, casual type 
labor and people mowing lawns and it would extend it to 30 
days rather than 10 and $500 rather than $100, that they 
have had questions from a number of home owners as to 
whether they should be carrying workrnens compensation 
coverage and we advise them yes, they should on an elective 
basis to protect themselves but it isn't a mandatory re­
quirement unless they go over this casual labor definition. 

SENATOR BRYAN asked if this then has a reverse thrust of the 
earlier measure, S.B. 7, only broader and more extendable 
and Mr. Reiser replied yes. 

After further discussion regarding the time limitation of 
10 days or 30 days, a year or 5 years, a calendar year or a 
fiscal year, Mr. Reiser stated he would request proposed 
amendments to S.B. 11 from counsel. 
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Robert Gwinn, Consultant for Nevada Motor Transport and 
Automobile Dealers Association stated he was responsible 
for this bill but was testifying as an individual, that 
he carries NIC insurance but was concerned about his 
neighbors who might employ someone for 3 or 4 days at a 
time and he had read the law to the effect that "casual" 
refers only to employment where the work contemplated is 
to be completed in not less than 10 days. Mr. Gwinn con­
tinued at length regarding the penalties of misdeamor and 
criminal offense if you do not carry NIC insurance bring­
ing to the attention of the committee that it is a wide­
spread problem confronting the people of Nevada. 

SENATOR HERNSTADT queried whether a homeowner's policy 
would be sufficient coverage to which SENATOR BRYAN stated 
that apparently the employer has committed a misdeamor even 
if he has homeowner's coverage only, if what Mr. Gwinn is 
saying is true, he must have NIC coverage. Mr. Reiser ad­
vised that at the present time it was their interpretation 
that the homeowner is not required to carry workmens compen­
sation. 

SENATOR WILSON suggested it be spelled out so its clear, 
agreeing that it is ambiguous and should have a definition 
to which Mr. Beckett replied section 616.060 which defines 
persons excluded might clarify it. SENATOR WILSON 
questioned whether that was conjunctive or disjunctive and 
Mr. Beckett replied it was conjunctive. SENATOR BRYAN 
stated he read it as conjunctive, that there are two inde­
pendent requirements to bring the person within the exclu­
sion, one that the labor be casual and that it not be in the 
course of the trade, business, profession or occupation of 
the employer, that the latter part was applied to the home­
owner but not the former. SENATOR WILSON stated they were 
hung up on the vagaries of the definition of casual and Mr. 
Beckett agreed and suggested this would be an appropriate 
time for the legislature to clarify it. SENATOR WILSON 
asked for some amendatory suggestions and requested that 
if they had any problems in using the disjunctive instead 
of the conjunctive that they ought to clarify that as well. 

S.B. 12 CLARIFIES NEVADA INDUSTRIAL COMMISSION'S RIGHT OF SUB­
ROGATION. (BDR 53-444) 

Mr. Reiser stated this bill relates to California Supreme 
Court decision, Witt v. Jackson, that holds if the worker's 
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employer is contributorially negligent in an accident in­
volving a third party, that it will be imputed to the 
employer's worker's compensation insurer to deny the insurer 
the right to reimbursement from any recovery and if Witt v. 
Jackson rationale is applied in Nevada it would defeat NIC's 
lien on a third party recovery. 

Mr. Beckett stated that this is probably one of the most 
important NIC bills, the reason why it is a source of in­
come to the NIC as both employers do not have to pay and 
the employees benefit from the lien as defined in 616.560 
which specifies that if an injured employee is injured by 
a third party (meaning other than his employer or fellow 
servant), he then has a legal recourse to sue that person. 
He stated further that in the case of Witt v. Jackson the 
California Supreme Court said where an employer is found to 
be negligent that the lien is defeated and there is no double 
recovery by the employee, that this is a California case but 
the rationale that was used there has been followed in Nevada. 

SENATOR BRYAN state that he was not sure he followed this 
comparative negligence interpretation that you're giving us, 
say you have a lawsuit against a third party tort-feasor and 
you cannot pay as a party defendant employer in the action 
and assuming the court makes the determination that there 
was some degree of culpability with the employer itself, 
the court concludes that the employer who was not a party 
defendant, was in fact 51 percent negligent and the third 
party tort-feasor is 49 percent, how is the jury instructed 
with respect to the award of the fee? As your bill is 
presently drafted, wouldn't you be able to assert the full 
claim and Mr. Beckett replied yes. 

SENATOR BRYAN asked if the policy question that Senator 
Wilson was addressing was a correct policy judgment? Mr. 
Beckett replied it was his contention that it is on the 
grounds that the rationale that the majority of the courts 
have followed, they're bringing in an outside party to this 
action allowing the defendant to assert negligence other 
than what he is culpable of for his defense, and normally 
in that case you are actually adding another defense to his 
arsenal that he would not normally be entitled to. They 
said that under the Act, the provisions provide that the 
employer will not be at all considered in this matter and 
that is why you have the exclusive remedy provision because 
why allow his actions, even though he can't be sued individ­
ually, to be brought in in aid of defense of the defendant 
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and they bring out the fact that its a statutory right 
created by the Legislature to allow him to sue third parties 
and therefore he has to comply specifically with the statutes 
and that isn't in there so he's not entitled to do it. Mr. 
Beckett continued basically they agree with this bill and 
would like the Committee to consider two amendments. To 
make it a little stronger he suggested adding to line 14 
after the italics on the bill: "No negligence of the in­
jured person's employer or fellow employee is admissible in 
evidence in an action brought by the injured person against 
a third party tort-feasor unless it is clear that such 
negligence constitutes an intervening and superceding act 
sufficient to have become the sole proximate cause of the 
injured person's injury." And the other amendment I drafted 
you might consider adding at line 20 the following language: 
"Provided that the employer of the injured person is free of 
negligence." 

Virgil Anderson, representing Triple A stated he felt the 
Committee had touched upon some of the concerns that they 
have, mainly the shifting of the full costs of whatever 
savings there will be to the liability carriers and they 
think that in principle that is wrong, that an employer that 
is negligent either in furnishing a vehicle or some other 
circumstances resulting or concurrently resulting in the 
injury of the employee that there should be a right of 
reimbursement in these cases back to the fund. In any event, 
if there is a savings to the fund we feel that it will have 
to be picked up on the auto side of the liability carrier, 
putting a premium or at least not imposing any responsibility 
on the employer for their own negligence. He added that the 
Witt v. Jackson case was decided in California prior to the 
adoption of the doctrine of comparative negligence there 
and how it is being applied there he doesn't know but he 
feels the Committee's comments on comparative negligence 
have some application here, that where the employer has been 
negligent there should not be any rights of subrogation 

SENATOR YOUNG asked if the comparative negligence law of 
California is the same as Nevada to which Mr. Anderson replied 
no, they have a pure form of comparative negligence there by 
virtue of court decision, perhaps its 73 or 74 so that in 
effect a plaintiff could be 99 persent contributorily negli­
gent and still have the right to recover, so applying Witt v. 
Jackson to that concept of comparative, there would be no 
right of subrogation there. 
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S.B. 13 CREATES NEVADA INDUSTRIAL COMMISSION LABOR-MANAGEMENT 
ADVISORY BOARD. (BDR 53-445) 

Mr. Reiser stated that the Labor Management Advisory Board 
has been responsible for the success that has been achieved 
along with the legislators that passed their recommendations. 
They feel they have eliminated a type of political situation 
that exists in Ohio and the State of Washington in which the 
funds are a billion and a half dollars in deficit status 
in Ohio and over a hundred million dollars in deficit in 
Washington. We have been required to put costs on ay 
benefits that have been proposed, they have been discussed 
at your request in depth by labor and management represen­
tatives before any recommendation has been made to the 
Legislature in the past, and we think that that type of 
board of directors policy making is necessary in order to 
keep exclusive industrial commision responsive to labor and 
management in the State and therefore we are strongly 
recommending that the informal Labor Management Advisory 
Board be formalized in statutory status. 

SENATOR ASHWORTH asked if this is a request from the Federal 
Government and Mr. Reiser replied no, the Federal Government 
is looking at Nevad because we have been able to obtain a 
balanced program. SENATOR ASHWORTH asked if the same members 
of this board advise unemployment too and Mr. Reiser replied 
no, they are not the same members, some of the members are 
on both boards but generally there are two separate boards. 

SENATOR ASHWORTH said the governor is asking to combine all 
of these boards and I notice here that the governor feels 
the members of the NIC Labor Management Board volunteer both 
times and don't you think they could give you just as good 
advice if it wasn't statutorily made into law. Mr. Reiser 
replied yes, the question is whether or not future commis-
sions will ask for advice from labor and management and its 
very important that they do obtain input before making 
recommendations on policy matters, things like the rehabili­
tation center, the statutory recommendations that have been made 
in the past have all been made after consideralbe study by labor 
and management representatives and they were a much better 
product as the result of that input. 

SENATOR YOUNG asked if there was any opposition to this bill 
and Mr. Reiser said not that he had heard, that every one 
from the governor to the legislators to labor-management, he 

65 

dmayabb
Senate



' 

I 

I 

Minutes of Commerce & Labor Committee 
February 7, 1977 
Page 26 

has not heard one voice of opposition to which SENATOR 
ASHWORTH said he opposes it. SENATOR HERNSTADT asked why 
this advisory board of very responsible people running a 
great operation are not elected officials, in other words 
shouldn't you and the other NIC commissioners be elected? 
Mr. Reiser replied he felt that this is the very reason for 
asking for a board like this because it is a technical area, 
should have some people with a good understanding of 
insurance practices and principles in order to be responsible. 
There was a problem in Ohio where the chairman was a repre­
sentative of labor and didn't pay attention to the cost im­
plications of policy and legislative changes and as a result 
the fund was in a great deal of trouble because of that lack 
of understanding of cost implications that benefit increases. 

SENATOR WILSON asked if there was any reason for having them 
werve fixed terms in opposed to the pleasure of the Governor? 
Mr. Reiser replied that the members that are on the board 
have a great deal of expertise with 28 years experience 
in dealing with Nevada Legislators and 14 years serving on 
the Labor Management Board, the commissions do change with 
political appointments and its very important to have people 
with continued experience. 

SENATOR CLOSE said ten members is a very good board and we 
have traditionally tried to reduce the number of members 
of the board, is there some reason why you retain that number? 
Mr. Reiser replied because we have a good representation of 
major industry employee groups. Part of our criticism in the 
past is that we are the least understood agency in our State 
government. We feel it is important to have a large group 
that spends time looking at the fiscal figures and understands 
the reserving techniques and that do follow on a meeting two 
or three times a year to study the major impact of legislation 
and the changes that are occurring. We have a group that has 
a tremendous knowledge in terms of their many years of serving 
on this board and it would be a real loss of resource to have 
any one of them not serve, they don't always show up for 
labor management meetings but generally we get 8 out of 10 
members at every meeting and we feel its very important to 
have that kind of representation. He added that the Governor 
may remove any of these members for good cause when questioned 
by SENATOR ASHWORTH in regard to lack of attendance, et cetera. 
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Jack Kenny said he would like to start in with a little bit 
of history about this bill. He has a 1974 list of the board 
members with no disclaimer that this board was even appointed. 
Some of the members are still on this Committee that were 
then and we were afforded every chance to try to change 
them but in my personal opinion the die was cast and now we 
have been trying to solve this problem and we feel it goes 
a little further than the bill as presented, that Mr. Reiser 
just presented, S.B. 13, we would like to see S.B. 13 either 
held or killed and we have another bill that has a BDR 53~687 
that I have here that I haven't had a chance to talk to the 
Chairman about. SENATOR WILSON asked if he had a copy of it. 
Mr. Kenny said yes, several. 

Jack Kenny continued to say that he felt with close scrutiny 
by people who know the accounting business it will show that 
Mr. Reiser's balance sheet has huge reserves that he didn't 
have a few years ago, that to be able to produce a reserve 
it has to run to at least the profit side of your balance 
sheet before it can become a liability. What we're saying 
is simply we don't mind paying our fair share but we don't 
want to pay any more than our fair share and we have no way 
to have a double check on NIC at the present time, so we 
would like very much for this legislation to be considered, 
it has been drafted and it covers a lot of the problems that 
the Committee has addressed itself to earlier today. 

SENATOR WILSON requested Mr. Kenny to leave the draft with 
the secretary and the Committee will take it up at a separate 
time. 

S.B. 120 EXCLUDES CERTAIN SKI PATROLMEN FROM MANDATORY INDUSTRIAL 
INSURANCE COVERAGE. (BDR 53-322) (Requested by Sen. Sheerin) 

Jim Hubbard, Assistant Far West Director of the National Ski 
Patrol System stated this particular amendment is a law in 
California and basically it deals with the problem of volunteers 
performing a service for other agencies or for a private employ­
er, in this case ski area operators. A volunteer patroler 
probably should be defined as one who performs first aid and 
rescue services on the ski hill, avalanche rescue participation 
and basically performs a rescue service on the ski hill for 
which he is not paid for monetarily. The normal benefits he 
derives from this service is his ability to ski on the hill in 
exchange for performing a service; he receives complimentary 
lift pass. There are two types of patrolers on the hill, the 
volunteer and the paid professional patrolers. The number of 
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skiers increases dramatically on weekends, five to ten times 
as many people, so under the forest service regulations a ski 
area is required to maintain a certain number of patrol for 
a certain number of skiers and it becomes financially im­
possible for a ski area to maintain enough qualified people 
to patrol on weekends and still maintain that staff during 
the week. 

SENATOR HERNSTADT asked assuming this bill goes through, 
what if one of these volunteers gets severely injured while 
trying to help another skier, how would that person be 
compensated? Mr. Hubbard replied that they advise their 
volunteers that they are not covered under any health or 
accident policy and that it is up to the volunteer to cover 
themselves. 

SENATOR HERNSTADT then asked what if the individual volunteer 
is willing to patrol for free meals and lodging and passes 
but wants coverage. Mr. Hubbard replied that if he wanted 
coverage they would suggest he become professional or carry 
their own coverage . 

SENATOR SHEERIN stated he wanted to indicate his support for 
it, that he feels it is necessary for ski resorts to have 
these non-professional patrolers to continue because the 
resorts are not going to be able to afford NIC for them. 
The expense would be too great and the result would be that 
we wouldn't have any volunteer ski patrols. 

Mr. Hubbard added the wording of the bill should be changed 
to ski patroler who receives no compensation for services 
as approximately 25 percent of the ski patrolers are women 
who can outski and outperform us most of the time. 

Kenneth Jones stated he has been identified with the ski 
industry for some 27 years as a patroler, instructor and head 
instructor and has helped organize the patrols in most of 
the areas around here, served six years as Eastern CR regional 
director and as such has worked very close with management 
and has been involved in the insurance industry for 28 years 
and based upon his experiences he recommends the passage of 
this bill with the changes and wording as recommended. 

S.B. 170 REVISES-PROVISIONS ON OCCUPATIONAL SAFETY AND HEALTH 
(BDR 53-221) 

SENATOR WILSON stated that this bill was added late to the 
agenda and asked how much notice was received on it. 
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Mr. Reiser stated that he asked the labor management group 
and a number of others in the State to contact interested 
parties on all 12 of these bills. 

SENATOR ASHWORTH suggested that since the hour is late and 
there is another Committee meeting that several of us would 
like to attend, may we reschedule this one for another:~hear­
ing when we have some of the mining people here. 

SENATOR WILSON continued the hearing on S.B. 170 to a future 
Committee meeting. 

There being no further business, the meeting was adjourned 
at 6:05 P.M. 

Respectfully submitted, 

)-.v QJ. l'l-'-'1tr 
Donna M. Blodgett~retary 
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SENATE 

HEARING 

COMMERCE AND LABOR COMMITI'EE ON ............................................................................................... . 
Monday, 

Date.~.~~: .... -7 , ... !} 7 7 ......... Time .... l. =. 3 0 ... P • m • ... Room .... 2.13 ................. . 

Bill or Resolution 
to be considered Subject 

S .B. 3 

S .B. 4 

S. B. 5 

S .B. 6 

S .B. 7 

S. B. 8 

S .B. 9 

S.B. 10 

S. B. 11 

S.B. 12 

S. B. 13 

Authorizes appointing authorities to make temporary 
limited appointments of handicapped persons certified 
by Nevada Industrial Commission. (BDR 23-215) 

Repeals provision limiting payment of industrial in­
surance compensation for hernias. (BDR 53-216) 

Requires acceptance of time deposit certificates from 
employers as substitute for cash payment of industrial 
insurance premiums. (BDR 53-219) 

Clarifies reference to issuing authority for subpena 
in case involving industrial insurance. (BDR 53-220) 

Extends indust~ial insurance and occupational disease 
coverage. (BDR 53-232) . 

Makes various changes to Nevada Industrial Insurance 
Act. (BDR 53-242) 

Requires applicant for contractor's license to submit 
statement that he has applied for industrial and 
occupational disease insurance. (BDR 54-243) 

Revises provisions on occupational safety and health 
by adding to powers of review board and extending 
procedure for collection of fines. (BDR 53-244) 

Extends definition of casual employment. (BDR 53-288) 

Clarifies Nevada Industrial Commission's right of 
subrogation. (BDR 53-444) 

Creates Nevada Industrial Commission Labor-Management 
Advisory Board. (BDR 53-445) 

S.B. 120 Excludes certain ski patrolmen from mandatory indus­
trial insurance coverage. (BDR 53-322) 

S.B. 170 Revises provisions on occupational safety and health. 
(BDR 53-221) 
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MIKE O'CALLAGHAN 

GOVERNOR 
STATE OF NEVADA 

NEVADA INDUSTRIAL COMMISSION 

JOHN R. REISER 

") CHAIRMAN 

'

AUDEEVANS 
COMMISSIONER REPRESENTING LABOR 

- - 'Y-?7 

ADDRESS ALL CORRESPONDENCE TO 

NEVADA INDUSTRIAL COMMISSION 

• 

' 

JAMES S. LORIGAN 
COMMISSIONER RIIPRIISIINTING INDUSTRY 

Senator Thomas R. C. Wilson 
Nevada State Legislature 
Legislative Building 
Carson City, NV 89701 

Dear Spike: 

March 1, 1977 

REPLY TO 

515 East Musser Street 
Carson City, NV 89714 

We have reviewed the amendments proposed in the hearing on SB 11 
and are in agreement with the proposed amendments. According to my 
notes, you agreed to amend NRS 616.030 to read as follows: 

"Casual" refers only to employments where the work contemplated 
is to be completed in not exceeding 20 working days or part 
thereof each calendar quarter, without regard to the number of 
persons employed, and where the total labor cost of such work is 
less than $500 in any calendar year. 

I believe you also agreed to amend NRS 617.030 to read as follows: 

"Casual" refers only to employments where the work contemplated 
is to be completed in not exceeding 20 working days or part thereof 
each calendar quarter, without regard to the number of persons 
employed, and where the total labor cost of such work is less than 
$500 in any calendar year. 

JRR:dl 

Sincerely, 

John R. Reiser 
Chairman 
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MIKE O'CALLAGHAN 
GoVl!RNOJlt 

STATE OF NEVADA JOHN R. REISER 
CHAIFll,.AN 

NEVADA INDUSTRIAL COMMISSION 

'

UDE EVANS 
OMMISSIONER REPRESENTING LABOR 

ES S. LORIGAN 
ADDRESS A.Lt.. CORRESPONDENCE TO 

NEVADA fNDUSTJ:flAL COMMISSION 

I 

COMMIS<>IONER REPRESl!NTING INDUSTRY 

Senator Thomas Wilson 
Chairman Senate Committee on 

Commerce and Labor 
P. 0. Box 2670 
Reno, NV 89505 

Dear Senator Wilson: 

February 9, 1977 

REPLY TO 

515 East Musser Street 
Carson City, NV 89714 

Based on the input that we have received from your committee members 
and those who attended the February 7, 1977 hearing, we recommend the following: 

(1) Amend Senate Bill 3 to delete "with the concurrence of the Nevada 
Industrial Commission" on page 1, lines 21 and 22. 

(2) Amend Senate Bill 152 to delete Sections 30, 31, 32 and 33. 
Senate Bill 6 and Senate Bill 10 will produce a better result. 

(3) Amend Senate Bill 8 to delete Section 1. Add 11 for the treatment 
of an industrial injury" after chatrge on page 2, line 24. 

(4) Amend Senate Bill 11 to add "consecutive" after the word less 
on line 3 and to add "in any calendar year" after $500 on line 5. 

(5) Amend Senate Bill 7 to delete "domestic" on line 8 and on linelS. 

I talked to Bob Stoker of the State Contractor's Board and he agreed 
that it would be helpful to have the Senate Bill 9 provision in the statute. 

Please call me if you have any questions on the above suggestions. 

JRR:dl 

Sincerely, 

John R. Reiser 
Chairman 
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STATE OF NEVADA 

DEPARTMENT OF HUMAN RESOURCES 
ROGERS . TROUNDAY, DIRECTOR 

EL FROST, ADMINISTRATOR 

REHABILITATION DIVISION 
ADMINISTRATIVE OFFICE 
KINKEAD BUILDING, FIFTH FLOOR 

!505 EAST KING STREET 

STATE CAPITOL COMPLEX 

CARSON CITY, NEVADA 89710 

February 4, 1977 

Senator Thomas Wilson 
Chairman, Senate Committee on Commerce & Labor 
P. 0. Box 2670 
Reno, NV 89505 

SB 3 

MIKE O 'CALLAGHAN , GOVERNOR 

The State Personnel Division has been coordinating discussion between Nevada 
Industrial Commission and the Rehabilitation Division- relative to the provisions 
contained in SB 3. The concern being discussed by both agencies is the question 
of whether Nevada Industrial Commission Rehabilitation Counselors possess the 
competencies necessary for certifying handicapped clients under the State 1 s 700 
Hour Law Program. In addition, there was concern over language which required 
that the Chief of the Personnel Division who is authorized to promulgate rules 
do so with the concurrence of the Nevada Industrial Commission. 

After lengthy discussion and consideration it is my understanding from the 
Personnel Division that the Nevada Industrial Commission has provided them 
with written assurance that employees certifying handicapped clients under the 
700 Hour Law will possess graduate level training in the field of Rehabilitation 
counseling. It is further my understanding that the Personnel Division joins 
the Rehabilitation Division in opposing language requiring that the Chief of 
the Personnel Division promulgate rules with the concurrence of the Nevada 
Industrial Commission. It is our feeling that the law authorizes the Chief to 
promulgate rules which must be reviewed and approved by the Personnel Advisory 
Commission and that this process should take place without the unnecessary 
approval of any line agency. Line agencies have ample opportunity to contribute 
their input to both the Chief and the Personnel Advisory Commission during the 
rule making process. 

Since the Rehabilitation Division's major concern over the provisions of SB 3 
which related directly to the competencies of employees making the certification 
and because that issue has now been resolved through the assurance that those 
employees will possess the necessary competencies, the Rehabilitation Division 
is now in a position to advocate passage of SB 3. We support the measure; how-
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Senator Thomas Wilson February 4, 1977 

ever, with the understanding that we are joining both the State Personnel 
Division and the Nevada Industrial Commission in asking that your Committee 
strike the requirement that the Chief of Personnel promulgate rules "with the 
concurrence of NIC. 11 

It would be appreciated if you would consider this letter as the Rehabilitation 
Division's official testimony on SB 3 and review it at the time that your 
Committee hears the bill. Thank you for your consideration . 

. ~····· 

DEL FROST, ADMINISTRATOR 

DF:mf9O 

cc: Jim Wittenberg 
John Reiser 
Roger Trounday 
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Nevada Industrial Commission 
Form G2L INTEROFFICE MEMORANDUM 

SENATOR .. SPI KE .. WILSON ........................................... ·.····· ,,·············· ACCOUNT NO ...................................... . 

CLAIM NO .......................................... _. .......... J.QHH .. R~J.SJ:R.2 ... C.H8.tRt18N., ... ~J.~ ............ 1:1r.1 ,:r>f~L' ·············· 
P"/---l 

SUBJECT ....... SENATE .. BILL .. 3 ......................................... ? .... ··-···-·········· oATE. .......... n:.1?.R~BRY. .. 1 ........ , 19.zz .. 

• 

' 

Please request the Counsel Bureau to amend SB 3 as follows: 

Lines 21 and 22 - delete "with concurrence of the Nevada Industrial 

Commission 11
• 

You have the bill scheduled for hearing on February 7 . 

JRR/RSH/dkc 
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Nation( ... 
Conferenc-e 
of State 
L:egislatures 

Arthur J. Palmer, Director 
Legislative Counsel Bureau 
State Capitol 
Carson City, Nevada 89701 

Dear Nr. Palmer: 

Ollice of 
St:ite 
Fecl.,ral 
.P.cbtians 

(_,) 
&\enlcenth 
Str!:et, i\.\\". 
Sui!" 60.:? 
\\'::shington, D.C. 
20035 
20:?i785-5614 

November 22> 1976 

J>resid~nl 
TomJm~n 
Hou;e :\linority J,catler 
Te11n~s~"1? 
f:xccuti,·e Dire(tor 
f:arJ S. Mackey 

Over a year ago, the National Conference of State Legislatures 
adopted a policy position urging all legislators to take action 
towards bringing state workers' compensation programs into con­
formance with appropriate standards recommended by the National 
Commission on State Workmen's Compensation laws in 1972. Since 
then, a number of states have addressed the task of complying with 
those guidelines. As chairman of the Workers' Compensation Task 
Force, I have been asked by the NCSL to conduct a nationwide study 
into the efforts of the various states towards conformance. 

Our Washington office has suggested that you would be the 
appropriate representative of your state to supervise the preparation 
of the responses to the en~losed questionnaire. If you can see 
that it is referred to someone on your staff for completion and 
returned to me at the address below by the end of the year, we 
would be most appreciative. Your responses, and those from the other 
49 states, will be compiled into a report to be issued by the ~CSL 
in early 1977. In order for this report to be as complete as possible, 
and to assist our Washington staff in best representing our interests 
on Capitol Hill, it is essential for all states to reply to the 
questionnaire. You are the only person in your state to whom we are 
mailing a questionnaire. If you feel that someone else should 
supervise its preparation would you please forward it to him and 
advise me of his name and address. 

Part I of the questionnaire concerns the extent to which your 
state presently complies with the 19 essential recommendations 
of the National Commission. It could possibly be best answered 
by someone having some expertise with the workers' compensation 
laws of your state such as your Legislative Counsel, Attorney General, 
or Industrial Accident Board. Part II is more subjective and should 
be answered by someone familiar with policy decisions in your 
Legislature. This stbdy is concerned with the future role of the 
federal government in workers' compensation and how the states 
intend to oppose that intervention in this traditional area of 
state responsibility~ The spokesperson for your state should be 
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Arthur J. Palmer, Director 
November 22, 1976 
Page 2 

( 

familiar with local attitudes towards compliance with the 
guidelines. 

All completed questionnaires, and any questions regarding.­
them, should be directed to the Honorable Richard Robinson, 
Chairman, Workers' Compensation Task Force, National Conference 
of State Legislatures, c/o Assembly Post Office, State Capitol, 
Sacramento, California 95814. 

On behalf of the NCSL, I would like to thank you for your. 
efforts in ensurlng the success of our study. 

RR:ds . 
Enclosures 

Sincerely yours, · 

QAL/2M.iQµ'~ 
RICHA..W ROBINSON 

,_., 
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Prepared hy J,"J/11,J & k1:sE,< 

National conference of state Legislatures 

Questionnaire on Workers' Compensation 

PART I 

UJ 4✓-~ N // ,I/ , ;VI c_ 

Attached is a summary of the 19 essential recommendations 

established by the National commission on state Workmen's 

compensation Laws in 1972. Also attached is a chart for your 

state prepared by the American Mutual Insurance Alliance 
. 

listing whether or not, in the opinion of the Alliance, your 

state presently complies with each recommendation. Please 

revie.w this chart to verify its accuracy and indicate whether: 

(check one) 

, v" (a) The chart appears to be corr,ect. 

(b) The chart appears to be incorrect in the 

following respects: 
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STATB ... NEVADA 

Reco::::-:te:idaticn 
1-i.2 .1 Cor:ipulsory Covcr~e ............................... . 

R2.2 

R2.4 

R2.6 

R2.7 

R2.ll 

R2.13 

R3.8 

R3.ll 

R3.l2 

R3.l.5 

R3.17 

R3.2l 

R3.23 

R3.25 

R4.2 

R4.4 

No truroericaJ. Exe:nptions •••••••••••••••••••••••••• 

Agricultural. Lr.players 
Payroll e✓.e~ption -- $1,000 a.~nually •••••••••• 
No exemptions 7/1/75 ............................ .. 

Household and Casual. Workers 
Peyroll exemption .. $50 calendar qua..l"'ter 7 /1/75 

Govenwent Er.tployees Mandatory ............................ ~ ••• 

Mo Exem:otions by Class ....................................... . 

Claim in State of Iz:ijury, Dnployment or Hire ••••• 

:Full Occupational Disease ........................ . 

Ter.Ip:>rary Tot.al 66 2/31,, of' Wages ................. . 

Maximum Tempor~7 Total 
66 2/31, State Average Weekly Wzge n ...... • .. • .•. 

100% 7/1/75 •••••••••••••• , •...•....•••••••••• 

Definition Pere.anent Total -~ 
that used in reost states ....................... . 

Pernanent Total. . 
66 2/3"1,. of wages ............................... . .. 

Maximum Pennenent·Total 
66 2/3% State Average Weekly Wege ••••••••••••• 
1roi 7/i/75 ••••••••••••••••••.•••••••••••• , •• 

Uolimited Tottl Disebility ••••••••••••••••••••••• 

Death 66 2/31:, o:r W~es ........................... . 

Me.x:imU!'!l Death 
66 2/3t of' State Average Weekly Wage •••••••••• 
1ocr; 7/1/75 ••••••••••••••••••.• ; .••.••••••••• 

Death Benefits 
For Life or Rer:ierrie.ge ........................ . 
2 Yeaz- JJcr,rr:y· • ................................... 
Child Until 18 •••••••••••••••••••••••••••••••• 

lfhile Dependent ................................. .. 
Until 25 if student ...................................... . 

Unl.intited •?~edical .............................. _ •• 

lb Time Limit Subscquer.t Medi coJ. ................... .. 

Yes no 
X 

X 

X Excluded -

Y. 

X Excluded 

X 
GasuaJ.s, theatric 
X employees 

X 

X 

X 

X 

X 

. . 
X 

. . 
X 

.. 
X 
X 

X 

. 
X 

-
·X 
X 

X 
A 

X 
X 

X Unr, l ?': 

X 
. 

X 
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PART II 

(please use extra sheets if necessary) 

A. To the extent that your state does not comply with 

all of the 19 essential recommendations, please indicate £or 
. 

each noncomplying recommendation whether there has been any •· 

legislative attempt during the past two years to place your 

state in full or substantial compliance. (For brevity, please 

refer to each ~ecom.~endation by the code number shown on the 

attached sheet.) 

R2.4 Agricultural Employers 

R2.S Domestics 

R2.7 Casuals, Theatrical Employees 

R3.25 Certain dependent children to age 25 • 

B. For each attempt at compliance which you have iden­

tified above, why was it not successful? 

R2.4 Compulsory agricultural coverage legislation was introduced, ·but 

not enacted in 1973 and 1975. Legislators representing agricultural 

interests wished to maintain elective·coverage for agricultural employ-

ment. 

R2.S Domestics - legislation to require compulsory coverage of domestics 

(see attached) 

C. To the extent that your state does not comply with 

all of the 19 essential recoIT,u--nendations, what is your assess­

ment of the likelihood that legislative proposals to mandate 
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(continued) 

R2.5 

R2.7 

R3.25 

was introduced, but not enacted in the 1975 session of 

the Nevada Legislature. Legislators believed that this 

coverage should continue to be available on -an elective 

rather than on a compulsory basis. 

Nevada labor and management representatives recommended 

against compulsory coverage for casual and theatrical 

employment because these employees can now be covered on 

an elective basis and many theatrical employees in Nevada 

do not wish to be covered by worker's compensation cover­

age. 

The 1975 Nevada legislation increased the child's death 

benefit from age 18 to 22 if a student in accordance with 

the National Workers Compensation Task Force 

tion. 

recommend a-
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full or substantial compliance would be successful in your 

state within the next two years? For each noncomplying 

recom.~endation, please elaborate on the reasons why you feel 

your state would either accept or reject compliance. 

R2.4 Agricultural Employment - A bill will again be introduced in the 

1977 session to extend compulsory worker's compensation coverage to 

agricultural employment. 

D. Has any estimate been made by-your state, or any 

insurance company or insurance rating organization of the costs 

associated with bringing your state into full compliance with 

the 19 essential recommendations? If so, for eacn noncomplying 

recommendation, what were the amounts of money involved? 

Nevada has complied with each of the 19 essential recommendations that 

require rate increases. The only recommendations that Nevada does not 

comply with are those extending compulsory coverage.- Nevada legislators 

believed that the Task Force recommendations superseded the. Commissio-o. 

recommendations so the age 22 rather than age 25 was enacted. 

E. If during the past 2 years your state has enacted 

legislation to increase compliance with the 19 essential reco~­

mendations, what has been the effect of that legislation on 

workers' compensation insurace premium rates? Please be 

specific and, if possible, identify only that portion of a 
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rate increase attributable to the co~pliance legislation and 

not increases occasioned by inflation and medical care cost 

adjustments. 

1975 - 15% increase 

F. During the last two sessions of Congress, measures 

were introduced to require states to conform their workers' 

compensation programs to the recoro~endations made by the 

National Commission. Although none of these measures was 

enacted, it is likely that they will be reintroduced next 

session. What is the consensus in your state·concerning: 

(a) the likelihood of success of a federal stan9ar~s ~iJ~ 

during the next session of Congress, and (b) whether continued 

noncompliance with the 19 essential recommendations.by your 

state and others will increase pressures to en~ct a federal 

standards hill? Nevada opposes enactment of federal legislation and 

believes that this state has demonstrated that it is willing and able to 

achieve improvements that are in the best interests of Nevada labor and 

management. A few of the National Commission reconmiendations have proven 

to be very unworkable administratively as demonstrated by the Ohio ex­

perience. 
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All completed questionnaires, and any questions regarding 

them, should be directed to: 

.. 

Hon.,Richard Robinson, Chairman 
Workers' Compensation Task Force 
National Conference of state Legislatures 
c/o Assembly Post Office 
state capitol 
Sacramento, CA 95814 

Telephone inquiries may be directed to: 

Carlyle R. Brakerisiek, General counsel 
Workers' Compensation Subcommittee 

- _..__-

Assembly Finance, Insurance and-Commerce Committee 
Sacramento, CA 
(916) 445-9160 
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R2.2 

R2.4 

R2.5 

R2.6 

R2.7 

-• R2.ll 

R2.13 

R3.7 

R3.8 

R3.ll 
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C 
t;.:.i:ion;il Com:-nission on State ',..'orkmcn's Compensation L.:P..:s 

Essential ?.~~o~~~ndations 

~e recomwend that coverage by ~orkmen's compe~sation laws be 
compulsory and that no waivers be p~rmitted. 

We recor.:.~end that employers not be exempted from workmen's 
compensation coverage because of the number of their employees. 

We reco;nnend a two-stage app=oach to the coverage of fanm.,orkers. 
First, we recommend that as of July 1, 1973, each agriculture 
employer who has an annual payroll that in total exceeds $1000 
be required to provide workmen's compensa~ion coverage to all of 
his employees. As a second stage, we recommend that, as of July 
1, 1975» farmworkers be covered on the same basis as all other 
employ.ees. 

We recommend that as of July 1, 1975, household workers and all 
casual workers be covered uncer workmen's compensation at least 
to the extent they are covered by Social Security. 

Ye reco~-~end that workmen's compensation_coverage be mandatory 
for all government employees. 

We recom.~end that there be no exemptions for any class of em- . 
ployees, such as professional athletes or employees of charit2ble 
organizations. 

We recommend that an employee er his survivor be given the choice 
of filing a workmen's compensation claim in the State uhere the 
injury or death occurred, or •.Jhere the employment was pd.ncipally 
localized, or ~here the employee ~as hired. 

We recommend that all States provide full coverage for work-related 
diseases. 

We recommend that, subject to the State's maximum weekly benefit, 
temporary total disability benefits be at least 66 2/3 percent 
of the worker's gross weekly ~age. 

We recommend that as of July 1, 1973, the maxi.mum. weekly benefit 
for temporary total disability be at least 66 2/3 percent of the 
State's average l-:eekly wage, and that as of July 1, 1975, the 
naximum be at least 100 percent of the Statds average weekly wage. 

~e recomme~d that the definition of permanent total disability 
used in most States be retained. However, in those few States 
•.:hich pcrmi t the payment of pe:-nanent total disability bcnefi ts 
to workers uho retain substantial earning capacity, we rccon~cnd 
that our benefit proposals be a?plicablc only to those ca6~S 
~11lch ncet the test of permanent total ~isability used in most 
States. 
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2 - Ess~ntial Rccor...«cndations 

R3.12 

R3.15 

R3.17 

R3.21 

R3.23 

R3.25 

R4.2 

R4.4 

R2.l 

R2.2 

We recommend that, subject to the State's milxiroum weekly benefit, 
permanent total disability benefits be at least 66 2/3 percent of 
the worker's gross weekly wage. 

We reco~end that as of July 1, 1973, the maximum weekly benefit -
for permanent total disability be at least 66 2/3 percent of the 
State's average weekly wage, and that as of July 1. 1975. the 
maximum be at least 100 percent of the State's average weekly ~age. 

We recommend that total disability benefits be paid for the duration 
of the worker's disability, or for life, without any limitations as 
to dollar amount or time. 

We recefmmend that, subject to the State's maximum weekly benefit, 
death benefits be at least 66 2/3 percent of the worker's gross 
weekly wage. 

We recommend that as of July 1, 1973, the maximum weekly death bene­
fit be at least 66 2/3 percent of the State's average ~eekly wage, 
and that as of July 1. 1975> the maximum be at least 100 percent of 
the State's average weekly wage. 

We recommend that death benefits be paid to a widow or widower for 
life or until remarriage, and in the event of remarriage ~e recom­
mend that two years' benefits be paid in a lump sum to the widow 
or widower. We also reco:nrr.end that benefits for a dependent child 
be continued at least until the child reaches 18, or beyond such 
age if actually dependent, or at least until age 25 if enrolled as 
a full-time student in any accredited educational institution. 

We recommend there be no statutory limits of time or dollar amount 
for medical care or physical rehab1.litation services for any work-
related impairment. -

\.:c reco1~end that the right to medical and physical rehabilitation 
benefits not terminate by the mere passage of time • 

. cmIHENTS 

The state is shown a5 in compliance if the la~ is compulsory even 
though an employee may elect not to be covered as in the case of 
an executive officer. 

-
The numerical exemption shown is the number of employees an employer 
may have and not be subject to the ~orkcrs' compensation law. 
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GOVERXOR'S MESS2\GE 
Nevada continues on a planned program to improve its 
worker's compensation system. Recent legislative action_ has 
made our benefits more adequate and equitable. 

Coordination of the office of the State Inspector of Mines 
and the Department of Occupational Safety and Health by 
the Commission now provides broad coverage to protect 
virtually all employees in Nevada. 

Through legislation supported by the Governor's NIC Labor­
Management Advisory Board, the Department of Industrial 
Rehabilitation is now authorized to use every tool at its dis­
posal to return a handicapped employee to productive em-

. ployment. 

I will continue to support programs that are essential to a 
modern worker's compensation program with emphasis on 
developing the abilities of those who have been injured on 
the job. 

For all of the volunteer efforts on the part of the NIC Labor­
Management Advisory Board members, I again wish to ex­
press my appreciation. 

n<;M~ 
Governor of Nevada 

MEMBERS OF THE LABOR-MANAGEMENT ADVISORY BOARD OF THE NEVADA INDUSTRIAL COMMISSION 

Labor 

Mr. Louis Paley 
Executive Secretary-Treasurer 
Nevada State AFL-CIO 

329-1508 

Mr. Mike Pisanello, Representative 385-2131 
Culinary Workers, Local 226 

Mr. Tom Jones, Representative 
United Steelworkers of America 
Local 233 

235-7741 

Mr. Mike Chadburn 452-8799 
Secretary-Treasurer 
Building & Construction Trades Council 

Mr. Harold Knudson, Secretary 
No. Nevada Central Labor Council 

322-7447 

Management 

Mr. Wallie Warren 322-6996 
First National Bank Building 

Mr. William Campbell 
Resort Owners Association 

Mr. E. D. Blackburn 
Titanium Metals Corporation 

735-2611 

564-2544 
Ext.3333 

Mr. Rowland Oakes 329-6116 
Associated General Contractors 

Mr. Max Blackham 235-7741 
Personnel Administrator 
Kennecott Copper Corp., Inc. 
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INTRODUCTION 

This is the official report of the :EX)licy group of the Interdeparq.nental 
. . I 

W::>rkers' Coapensation Task Force. At the time of the establishment of the 

Interdepartmental W::>rkers' canpensation Task Force, it was expectei that 

this report would be sut:mitted by the;spri.ng of 1976. 

The research studies and findings which, along with the results of 

technical assistance, were to be the basis of the recommendations contained 

in this report were unfortunately considerably delayed. As a consequence, 

this report is based only upon initial findings from draft reports and 

surveys which will not be completed for several months. The policy group 

feels, nevertheless, that it is important that a report and recommendations 

be prepared for the President and Congress, based on the two-year Task Fo~'s 

findings • ( 

Although the Policy Group takes full responsibility for the findings 

and recommendations in this report, they could not possibly have 

completed it without the dedicated work, creative ideas, experience, and 

analysis of the staff which carried out most of the work of the Inter­

agency Task Force. Mr. J. Howard Bunn, Jr., as Executive Director of the 

Task Force, Dr. Ronald Conley, as Research Director, and Thomas C. 

Brown, as Technical Assistance Director, were clearly key in this effort. 

Justine Farr Rodriguez was the major drafter and editorial craftsman. 

The advice and assistance of Barry Chiswick, John Noble, Howard Clark, 

Louis Santone, Lloyd Larson, June Robinson, and Tom Arthur were also 

invaluable and necessary to the completion of this report. 
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The folicy Group hopes that these efforts will assist the States 

improving and strengthening the diverse workers' compensation 

systems in the United States. We hope that this report, and the infor­

mation which has been gathered will be the focus of discussion and 

additional research and action at the State level. We expect the 

strengthened Interdepart:Irental effort at, the Federal level to nrmitor activity 

and assist States in adapting to the ever increasing challenge of the 

workers' compensation system • 

' 
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I\ORKE.RS' CCh".PENSATIOt·J: Is There A Better ~,Jay? 

A sharp reordering of priorities ana a r.ew code cf oreration will 

be necessary if workers' conpensation is to achieve its troditional 

goals. i'iithout such changes in err:9hasis, \o.·orkers' cof:!pensation is in 
.. 

danger of becoming i:r.ore exr:,ensive, less equitable, and less effective. 

This is the key conclusion of an Interdepartmental Policy Group that has 

been providing technical assistance to States ana conducting basic 

research into workers' compensation over the past t\-;o and a half years. 

This re~rt is r.iace to the President and tJ1e Congress, to Stat,e 

a.ministrations a"ld State legislatures, to err,s,loyers and ewployees, 

in.5urers, lawyers, physicians, and concerned citizens. The introduc-

• tion sets out the main conclusions of the Policy Group and the ~rin­

ciples that provide a frar.!ework for refom. The next section briefly 

st.mii1arizes the backgrou."ld of the Policy Group's activities, and then 

assesses the progress which has been made by the States since the 

' 

Recort of the Hational COITr.iission on State l\brkmen' s Ccxrrpensation Iaws, 

and~ major problems which remain. Then we set out our r~tio~ 

for refonn, and the steps necessary to get these refcn::ms underway.· · 

:·1ain Conclusions 

Fron a broad perspective, workers' compe_nsation clearly fills 

an essential function. Although both public progr.::1:1s and private 

fringe benefits have cxr·:maed consicier2oly, no progra":l er cor:ibina-

' ' 
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. tion.of prcgrar:1s on the i~ediate horizon sce~s likely to re?lace or 

outmoae workers' co~sation. Moreo·..rer, it is ifilportant to estab­

lish whether the potential advantag~s inherent in cor±ining the ob­

jectives of workers' coIT;9ensation •.vithin onQ program can be rea.ched. 

Secondly, a prograr.i.so affected l:y local er,zoloyn:ent conditions 

and local se-rvices, and reguirin9 so much interaction \dth claimants 

probably is I:!Ore effectively na.~aged at the State level. . On balanc~, 

t.~e Group recoi11me~.as giving the States a while longer to strengthen 

their workers' comr:ensation syste;:-.s. Legislation to .Peceralize ti1e 

systei:l is not \iarra.,ted at this tir.;e. 

However, the Policy Group feels that State ?regress must be bot.l-r 

assisteJ and Eonitored by t.."1e Federal Goverrnr.ent. In making its recom­

mendations, the Group has tried to give special attention to the prob­

le..'ilS which have slowed the ?ace of reform so far. Our attention is 

~irecte.l us much to effective ir.,plementation of reforms as to t.~e 

~rinciples which should guide the~. 

In supfX)rt of accelerated progress, the Policy Group recorr:mends 

that the technica1·assistance effort te increase; significantly in 

size -- rraking experts on workers• co.:;pensation availatle on a con­

sulti.!".g ba;3is to Stc:tes which seek assistance~ Further, ,.-.-e recomr.iend 

tr.at the Federal Coverru~1ent offer an c9prcci?.ble amount of short-term 

grants to St2tes interested in L,stallin9 Stat~ c~ta systems or ir.:pl-e-

1,ienting ~articular s.:";ministrative reforns. ~ ucrc active anG effective 

role fer State '.-:crJ.:ers • co.:,;;easation agencies is centrDl. to our reco.-;;-
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rr.endations for re-orienting the workers' ·ccr;:pens2tion svste::i. 

Our overall asse;;;sr.-.ent of the syster:i today is mixed. tle bel icve 

that the r=:edical only and Le"!porz:ry disability clai--:1ants are han5led · 

well. These cases represent about 95 percent cf those in the systera. 

Ho-,.;ever, we are deeply co~ccrr.ed c1bout the pernanent disebility, 

\tiork-related aeath, and occupational cisease cases. Although the 

pernanent disability and death cases constitute only about five percer.t 

of workers' cor.ipensation clai.IT's, they are responsible for about 50 

fercent of the benefit payments. Hith respect to these cases, we find 

excessive litigation, long delays in pay.r.ent, high subsequent rates 

of persons without employnent, and little relationship between the 

benefits awarded and the actual wage loss. 

A major part of the probleiil is caused by a settlec.ent syster.i 

which focuses on terninating the liability of carriers and employers, 

either by corr.promise and release, or by a lum~ sum or "~eeks of benefits·' · 

arranger,ent which attempts to foretell the amount of wage loss that will 

be sustained by a persor. with a specific type and degree of impairment. 

Studies for the Task Force indicated that such estimates are subjzct to 

large error. 

Princioles fer Peforn 

This ailalysis leads to one of the main reccmnendation<:. of the Policy 

Grcu?. ,;e propose t..~at co;0_s::,ensation for wage loss be separated from any 

oti1er benefits provideci ;;;y \\·crkers' co:;i;;-ensation, and that these wa;;e­

re?lacer.~~t benefits be paic as wa~e loss accrues. 
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In one stroke, this recom.en::ic:tion greatly increa:3es beth tne ec;uity 

Gnd the 2.oecr..iacy of ~nef its. Cornr.ensati::m will be dir~ctly related to 

the losses as th~y occur, and so long as cc~pensation is r.ot arbitrarily 

linited in a-:iou."'lt. or duration, 'benefits will continue ic, ,?orallel \\'ith 

need. !~reover, without the reliance on future estir..ates of losses, de­

ternination of the ar~unt of benefit£ should be accomplished wit.'1-i r.iuC:1 

less cont=oversion • 

. \·:it..'1 wage loss cis the :r..ain eler.ient of corapensability, t~1ere is 

increased incentive for the S}·stem to help claimants meet one of the 

other goals of workers' c0r.1pensation - re!"labilitation and re-employr.ient~ 

In effect, e:,,,~rience rating becooes net of the re-emplc-ynent ex;-erience 

of clair::a.,ts, because those without jobs - or with lower inccr.ie - are 

drawins t-.?nefits, and those who have returned to ~;ork at their forr.ier 

earnings are not. 

The third principle we have adhered to is internalizatiot1 of the 

costs of work-related injuries artci oiseases. This prL,ci?le is sup­

fOrteu by recom.endations for broad coverage of e.":lployees, full coverage 

work-relateci injury end C:isease, and aoeguate benefit levels. It is 

intended to provice incentives for e~iplcyers to seek and L~~la • .ent 

::ieasures to R-ake the workplace safer an6 ;;-.ore heal t.11ful. 

h'itn these interrelatec"; principles, w~ ~re attemf:,ting tc start the· 

workers' cc.n~ensaticn syster.i in a ccnstructive direction, haniessing 

the need to control the costs of the syster.: to the social objectives 

of prevention and re-eiiiplo}'i.ient, rather t.l-ian ti'1e present litigation. 
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In .r..aking these reco,r.:endations, the :Policy Croup is goin; 

beyond the previous standards for measuring State reform progress. 

Al though we endorse the lS: essential recoi;-r.;enaations of the t,ational 

Coi7.1ission, we believe that they represent a too lk,itea a?rroach. 

Sone of the reforras we recor.1mend will not be easy for the States 

to undertake. State goverm:ients, insurance carriers, er.:ployers and 

others will have to assu..,e ne\1 roles ano r..ake substantial breaks 

with deeply ingraine<A practices a.,a concepts. i-!any States will need 

to further anend their workers' coc.pensation statutes to occcw.plish 

these refoIT.13. 

t·ie re~ize that systemic changes are very difficult to 

undertake, and that their results are not always prejictable. But 

from the national perspective, we are convinced that some of the 

problems of workers' corapensation are severe enough to threaten 

the future of the syster.i unless the States set in motion some re­

forr.is t.l-iat are n:ore thorough b,an would come from enacting the 

19 essential recorr.mendations of the Natio!ial Commission, and 

nothing more. 

Traditional System in a i:•ioc1ern Context 

v1orkers' cori'.pellsation was the first social insurance systeiil in 

the Unite<:: States. It ceveloped as a consequence of the high rate 

of industrial accidents in the nineteenth ana early twentieth cen­

turies. \'ihen these resulted fror.: er.1ployer negligence, snd this could 

be proven in court, the worker and his fc1r.·,ily received reparations. 
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In all other cases - when employer negllgence could not be proven, 

when the employee or a fellow worker caused the injury through lack 

of training, fatigue, or carelessness, when there were multi.?le 

causes, or when all precautions were taken and the unexpected happened 

- the injured ecployee and his family got nothing. Few t-.-orkers 

could prevail agah1st the legal expertise that the employer could 

bring into the courtroo~. 

This led to the pro:,osal that the right to tort action against 

eP.9loyers on the grounds of negligence be exchanged for workers' car.­

pensation benefits for all injury ''arising out of ·and in the course of 

e;:iployment". The costs of e.11 work-related injurie~ were to be alloca­

ted to the er.lployer, not because of any presllffil_,;>tion that he was to 

blar:ie for every individual injury, bµt because t.l-ie inherent hazards of 

ei~ployrnent were a cost of production. 'l'his no-fault approach spread 

rapidly: between 1911 and 1920, all but six States passed workers' 

cor.ipensation statutes. 

Since that ti:rr:e, many other social insurance systems have been 

established to deal with relcted problems. Private fringe benefits 

.have expancea. Many changes have taken place in the U.S. econowy, its 

lator force, and productior. technology. And our knot,;lec!ge of the co:71?lex 

relationships, both in technology aro in social systews has increased. 

~nus, oo~e than half a century later, far froo settling into routL,e, 

~"Orkers' corlJ?Cnsation is under criticisr.. for so~e notable failures and is 

in the raidst of controversy. Can the entire cost of work-related injury 
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and disease be internaliz~a? Can protection be providec to psrt-tin-P- or 

intermittent ~'Crkers? Can the conflict be resolved between celivering 

adequate benefits to t.lie injured and controlling the grOl·Ting cost and 

abuse of the syste~? Can the record of rehabilitation ana re-eupl~nt 

be mproved? can er.:ployers be given stronger incentives to r.~intain 

a safe and healthfcl workplace? !\re litigation and adrJinistration 

costs too high? t·mat are t.rie effects of adversary versus ir.~iry 

r.iethoas of 6etermining benefits? what should be done 2bout the problem 

of "pcrr;.anent partial aisability1:? 

~-:orkers• CC!~~nsation is unique in drawing together in one syste.T, 

attempts to oeal with all of ti.'1cse issues. Frow this pers_Fective, it 

is net surprising that calls for changes in this very co~lex systern 

nave coree from ro~ny siOes, that a great wany actions to improve 

the system have been taken at the State c!nd :Feceral levels, an~ that 

ccr.sideration of substantial further cha~ge is unden1ay~ 

~n: Kational Comission and the Police/ Group 

At ti.'1e Fe:i.eral level, t.11e antecedents to this report began ldth the 

Cccupational Safety and Health Act of 1970, which esta:>lished t.l-te national 

C0:-:ir.tission on State t•:orkrr.en' s Cor;;pensz.tion Lciws. The Cor.:mission, appointed 

t.y the President, was cowpo.::ea of knoi-rleageable peo9le with a variety of 

• • 1- I t • viewpoints on \';Orr.ers com__-oensa 10n. The Coniiiission held 13 days of 

hearings with ~ore then 200 witnesses in nine cities, contracted fer 

nur.-;erous studies, surveys ant re?)rts, a11d eraployed a full-time staff cf 

3•.:. ':iney 9ublished a Co;?fenoil.h.1 on ;,;orkr:.en' s Cor:-,pensation, \,hich :>ro-
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In July 1972, the National Comission issued a Rerort making 84 rec­

cor.rnencations. Of t.liese the Comr.ission identified 19 as essential to a 

r.cdern workers' co..11'1.pensation system, and ur~ed the 3tates to implement 

these promptly. The Commission recor.:rnended that the President appoL,t a 

follow-up COillilission to provide encouragement and technical assistance 

to the States, ana to develop supple;-;iental reco..lir.endations - particularly 

in the areas of perr..anent partial disability and th~ delivery system, 

which the Col!llilission had not been able to exacL"le thoroughly. 

The Adr.tinistration responaed by establishing an Interdepartr.ental 

Policy Group to review the reco-ramendations of the ·National Corru.1ission. 

I In l•iay 1974, the Secretaries of Labor, C0i:r.1erce, and Health, Education 

end Welfare, 2nd the Feeera.l Insurance Ac1ministrator transrdtted to 

' 

the President and published a Hhite Paper on t·iorkers' Cowpensation 

\',hich sl.lTT!!:'.arized that review. This generally supported the 19 essential 

rec~endations of the Co.1'1lilission, and also noteo the need for cost­

of-living adjustments to long-tern benefits and for raajor iEproveraents 

in State ciata system5. To encouraq~ State efforts to ira?rove uorkers' 

ccwpensation, the Khite Pa-::,er reco!':'imended forr..ation of a task force, 

reporting to the Policy Group, to provide te=hnicol assist..?nce. Con­

currently with this plan of action, the White Paoer prcposed and 

described in aetail a major pro.::,rai~ of rese?..rcb to be unc~ert2l~en by 
.. 

a research unit within the task force. 

100 



... 

' 

• 

' 

11 

. Seven teci-mical assistance advisers work cirectly with States out 

of the u. S. Deparment of Labor Pegion~l Offices. ~they furnish assist­

ance to State workers' con;::ensation adr.,inistrators ana 9r iv ate groups 

with an interest in wcrkers' cor::per.sation reform. The task force des­

cribed and interpreted for the States five objectives, which closely 

reserole the t~ational Cor:nission' s 19 essential reco:r;r;iendations. 

Ex~les of assistance provided include estir.~ting the costs of S9(?Cific 

refom.s, encouraging development of aovisory grou;s, and drattir.g 

legislative language that would meet task force objectives. 
-

The regional advisers are backed up by an experienced group of workers' 

cor:i_pensation specialists, headed by Lloyd Larson, on loan ·to t.'r}e task 

force frcl;l. the U. S. Cepart.Tent of Lal::or. This group helps to forr.iulate 

pro:;osals for r.~etir.g objectiv~s, and in addition, closely monitors and 

documents State legislctive developments. 

A conference on corJFensation for occupational dh:;ease, organized 

by June Robinson of the task force staff, was held and the fapers and 

proceedi.'1<;3 were published .. 

Six research surveys cor,-rnissioneci by the task force and one by the 

:.iational Sci.ence PcunJation have generated new information about the 

~orkers' cor:-pensation system and its ceneficiaries. Fifteen ex:-.....erts have 

prepared draft analytical rep.:>rts for the task force, using inforr.-..ation fro• 

these surveys ancl otI:er available sources. ]l...nalytical rer:orts cover the 

following subjects: occupzticnal cisease, litisation, cata syste.~, 

per;.z.nei"lt pe.rtir1l ,:i.sucility, financing \·iOd~ern' cor:.pensation, re-er:::;>lcynent, 
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progr&."t interrelationshi9s, efficiency, ttQte aser.cy or.0r~tions, rehabili­

tation, benefit adequacy, coverage: :1rocuct liability cr.-5 •:icrkers' CC!:?~~ 

sation, ei~perience rating, anC: pro;7'.?t.'12ss of benefit pc:yT.'.ents. Unfortunately, 

ti.-re has not perr:litted complete cm?J.yses of the reFOrts, mst of which ~e 

still not fir:.alized. As soon as th~se are complete, a re.;earcb report 

will be ?;Ublished, and the data ltia.de availabl-e to res:ard"'ers. 1. techni-

cal assistance report including deteils on the 9rogress and lack of 

progress for the States SL!Ce the Reccrt of'the National Corrrnission 

will also be published. 

~n Ass_essnent of Progress 

'ihe fellowing briefly su.'m!arizes those findings. Since the t-iational. 

Cc!7.iidssion 1 s 1972 neport, Stat~ compliance with the 19 essential recc.::!­

r..endations has increasec f ro:-:i an avercJ.ge of eignt per State to_ 11 1/2 -

a 44 perceat irnprovewent. Si«Jnificant gains have bt.~n r.:-.ade in raisfog 

weekly benefit maximlll~S to the reco1rruen6:ec levels. Gains have also been 

made in \'?Orker coverage. In 1976, :-Iew Har:'l?shire co17-9lied with 18 1/2 

of the 19 essential recor3r.encations, and 12 States ccm:plied with r..ore 

t.'1an 14. 

Our assesSI,'lent of t.i-ie proqress \·1hich has been macie by the States 

shows th?t they have put forth consicerahle effort to irr.prove their 

\,":>rkers' ccr,tpensation systews. Ir. the 1S76 legislative ycc:r alone, 

a?,?roxin·ately 100 a:r.enom-=nts Here nade to the workers~ co:npens~tion 

la~-..s of 4~ States. This is a su:Jstantial acceleration in the :;;ace of 

ircrove:uent from t.!1c 195Ds, (?rior to th-2 i.~ational Cv..18ission )=;ec-ort. 
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Cn the other side, r.iany State;; have far to go to ncet the essential 

recorrimendations of the Commission. In fact, 16 Ztates still r:;eet fewer 

than 10 of the 19 essentials. Sor.:e of t.l-lis del?-y has been due to the 

recessicn in econo~ic activity which turned the attention of legisl~­

tures, business ano labor to 0~1er r..at:ters. fi:",plcyers have ten.Jed to 

balk at expanding coverage ana bene~its unless and until solutions are 

found to the eAcesses and abuses of perr:1ancnt ;:iartial disability which 

the Coramission did not hav~ tL.ie to address. The ~attern of conpliance 

.irn?lies t:1at sor:ie States c"iisagree with soir.e of the reco;xr,':ncations, or 

find c0t~pliance particularly ~ifficult. 

On the ba3i:.; of tbe i.'1forwation from tbe task force - the technical 

a=sistance, tne consultations, the surveys, a.~d analyses - the Policy Group 

. has as~esscd the progress of the States in improving Norl~erz' compensation, 

and th~ frobler..s yet to i)e overcoihe. This assessrr.ent was ;nade against 

the five major _objectives set out by th~ National Corr;r.:ission: 

* Broad coverage of et'":'!Plovees and of work-related injuries and 

dise.?ses. Protection should be extendee to as r.1any workers as 

feasL~le, and all work-related injuries and ciseaseE should be 

covered. 

* Suostantial Drotection aqainst interruption of inco.ne. A high 

proportion of c. disabled worker's lost earninqs should be rcplecer3 

by wori--i"!\cn' s cor.i5)e:?.~tion !:>enefitc. 

* Provision of sufficient r.-:eclical care an::! rena:)ilitatior. services. 

'..:he injured worker, s fhy~icul condition ~'1j earnir,g capacity s~oul~ 

be 9roiil?tly re~tore~. 
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* hncoura;er.len;t cf safety. Econor.:ic incentives in the prc-9"rai-:: 

should reauce the m.1£.1.ber of work-related injuries anJ diseases. 

* An effective syste.? for delivery of the benefitG anJ services. 

1'he basic objectives should te n~t cc~prehensively ?.::d efficiently. 

EroaG Coverage: 'r:hile t.l-iere ha3 t:een definite pi:ogress in COr:Qliance with 

t.J.ie t-~tional Comissior. reco~en:i=tions on cov.?rag~, tl1e nu"TTibers and ty-fes· 

of workers protected by workers' ccr;;penEation is u:1satisfactory. The nlD".1.~r 

of States: havin3 co~!?ulsory coverage laws and ?rchibitir.g waivers increasea 

from 18 to 31 bet\o.i'een Cecemcer 1972 ana July 1, 1£'76. Durin; the sar;-~ period, 

States with no nuu~rical exei~pticns increased from 30 to 38, and six States 

reduced their numerical exerrptions without entirely el1~inating them. 

Special occupationcl exer.ipticns, such as for lo3ging and sawmilling, 

or for t--,'Ork in charitable er religious orsanizations, were eliminated 

in nine States. About 30 States c.:oded additional sroups of er.ployeas 

to their coverase. 

On the other hand, covarage of far..: workers has ir.!proved only slightly, 

with the m.nr.ber of States neeting t.""1e 1975 standard of the National Co:n­

mission increasing fr~ seven to 13. Still less prc9ress has been i:"!ace in 

coverir.g hou3chold and casual workers, i;,artly because of the probler.,s of pro­

vic":in7 insurance for such coverc:i;e at reasonc:ble rates. !~eu Bai-r.ps!'lire ana 
Ccliforr:.ia are the ocly States wt:ich r::-eet t~1e National Ccrr.hliss.io:1 recc!7ililenda­

tions to cover such workers c:i the sa-::e basis as £or Social Security; as of 

J.:lnuary 1, 1~77, tot11 the~e States co::-;;,ly \>:ith all the essential reco:..r.:em}a­

tivn related to em?loyee cov~ra;e. 
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The 3ocial Security Adr.linistration perio5ically esti!1~tes the percentage 

of actual to potential coverage. 'I'l-,ese estL11utes include only workers who 

are covered under the law and \';hose er.ployers have secured their cor.ipensaticn 

liability either through insurance or self insurance, thereby ~ssuring cover­

age in practice. In 1972, the estir.iate showe:i 84% of the :90tential·workforce 

tc be covered. This had risen to 88~ in 1975. 

'.r'here is wide variation among States in the proportion of ti'1e \rorkforce 

covered. i-ihile 17 States and the District of Columbia covered more than 90 

percent of their -workforce in 1975, five States covered less than 70 percent of 

their worl-=ers. Comparable figures for Dece,:iber 1972 were eight States with 

coverage above 90 percent and 11 States below 70 percent. 

Therefore, significant numbers of _workers are without workers' co~~n­

sation coverage. It is estt--.iatea that 793 thousa~a efil!?loyees lack coverage 

because of the exclusions of small firms, 541 thousand because of a~ricultural 

exer.rptions, a11d 902 thousand because they were household workers. 'i'he po­

ter.tial hardships :inpo~ed by lack of coverage nay be great. A disproporti9n­

ate nur..ber of uncovered workers have few assets to fall back on, little likeli­

hooa of other fringe benefits, and little ability to wit.t1stand a period of no 

earnings without having to rely on public inco~ waintenance. 

A related recOf:'llilendation of the National Comr.tission was that workers 

should have the Oftion of filing clain~s in the State \·:here the injury occurred, 

where the contract of hire was sicned, or where the erwloVi:ient uas orinci-_, - ... ... 

pally localized. r:.;:'rackin·; proqress in achieving this objective has hL""en · 

difficult because much 6epenas ui:x,n a !aultituoe of court decisions in the 

various ·states. However, it a:;,r-ears that as of July 1, 1976, 27 States oet 

ti"iis stan62rd, conpared with 12 in 1972. 
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A second :.-.1c.jor kino of orr-,au coverage recor.'.n:en<led by the i~ational Cor::-

r.:issicn \.;zs "full coveragea of work-related injuries ano diseases, oefinerJ 

as covera~e not limited to a list or sei'1edule of specified disec1.ses. SL,ce 

1972, eight States enacted-full coverage of occupational diseases, raising 

the m.nnoer of States with full coveraqe to 49. However, rnany State laws 

still limit considerably the coopenzability of diseases which uarise out 

cf ano in the course of" er.1ployncnt. The arbitrary nature of th2se limi­

tations, which was of concern to the National Co;nmission, is of continuing 

concern to us. 

For exar."ple, twenty States ?rovide _full coverag2 only for those diseases 

'·peculiar to t.1-te t;orker '·s occupation·•. But current knowlecge indicates 

that there are few, if any, diseases of rnankinc that ca:, oi;cur only because 

cf an activity or an e~sure at work, though there are so.me which are 

typically contracted cue to ris~s r.;ost often fou.,d in the workplece. i~any 

ciisea3es can te caused by r.-.ore than one agent or by agent5 which ..iay be 

fou."ld both in the workplace and elsewhere. Many States exclude "ordinary 

diseases of life," which is a11other variation on the notion that the disease 

s..11ould be u~uliarly" jot-related, ra~"ler thar. tha specific case of the 

disease being related to the :9articular ex_t?Osure of that individual. i-':ost 

States exclooe infectious ~iseases. 

':i:hirty-nine States i1ave ::by accident" claus.:?s th~t 2re aPI?lied to 

occupation~! ciseases. 1:.n accident is 6cfir.ea ?Sa.~ unexi;,ecte6, undesigned, 

i:nd ur.locked for misha9,. or an untowzro event \mien ccn be reasonc=bly 

lccctea as to the t1:-ie ~hen or the place wr.ere it occured. The e:~sure, 

not the out.cone, i.& the accider.t v1hich nust be do~ur..ent•=6. Ti.1e nc.ture 
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'of contrection of occt,natio""1 Oisease is difficult tc relate to such 

a requirewert, ana t.t-e Hationa.l Cor.11,!ission recor.:menaed that such language 

.::e eliminated. Some States require that the toxic waterials or ";crking 

conditions which cause a disease must be responsible independent of any 

ot.l-ter cause. 

At least 15 States have time limitations that bar occu9aticr.al diseas~ 

cla£~s unless·tt,e claiwa..,t can prove that his exposure to a hazard at 

t.})e workplace occurred over a s~cified ninimum period of tir.re. At least 

lS States, inclucing rr:ost of those using a minimum ex~sure rule, also 

have laws that bar claims for C:iseases call.5ed by hazards encountered 

in the wori<place r..ore than a specified number of years earlier. S:?veral 

States also have requirer.1ents regarding the mini.nun. duration of on-the-job 

exposure in that State. In adoition, States typically require that workers 

·• notify employers of claims within son~ tirr,e period. In 13 States, this 

F.eriod begins at the tir.1e the hazard was encountered; in 9 of tt1ese, the 

tke perio~ is one year or less. Recently, States have been moving toward 

brcader statutes of limitations which start at the time the clair.ant knows 

or "should have :mown" of the existence and potential cornpensabilit:-.1 of 

t.~e cisease. In 17 States, the employer Rust be notified within one year 

of such knowlecge. 

' 

Nany of these ti!r.e linits related to hazard exposure are not bas~ 

on - anJ some are c;1ite at o5cs with curr:nt rnec:ical and scientific 

knowl&:s;-=:. Nany industrial che~icals and agents found in the \-:Orl~9lace 

can cause respiratory and other a Uren ts t.riat 6cvelc::i slowly. :':cireover, 

t.~e curation of latency for any s::;ecific agent/ilL,ess co8bination ccm 
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'vary as r.iuch as four Oecades. f'or exar.,ple, ex;,csure to esbestos can 

result in cancer frOi:'i 4 to 50 years later. The exposure tive sufficient 

to result in an occupational disease r.i.ay also vary considerably, defendinq 

on the intensity of exposure, presence of other interacting substances, 

ana individual sensitivities. 

The data on occupational disease are so ~r thzt the magnitude of 

occupational illness and its trend are really unknown. There is wide agree-
. -

r..ent a.wng experts, however, that only a sr.iall pro:_:.ortion of the workers 

who ccntract an occupational disease actually file and are fcund compensa­

ble in the workers' compensation systera. 

Several estimates of cccupational <lisease, each subj~ct to serious 

criticism, but each-quite different in method fro~ the others, suggest 

that cr.nual deaths from occupational disease r..ay be at or above 100,000 

I a year, anci inciaence rates about 400,00G a year. Hundreds of toxic 

industrial substances have been identified, and the National Institute 

cf Occupational Safety and Health estL.iates that tens of millions of 

worl~ers are being e:-q;:o-sec to substances of varying a2grees of toxicity. 

Yet not many victin~s of work-related disease receive workers• 

conpensation. Only two percent of the cases in a survey of closed 

clains done for the task force were occupational disease cases (including 

heart attack cases} - a disturbingly low figure, even recognizing that 

rr.any disease3 way not be disabling during their oevelo:_Jl',~nt. 1\bout 

30,000 new occu~tional disease cases are now being co:iaren3ated c:nnually 

- less than half the estlJi:ate<l nul!tl:er of occui?ation::il C:isease fatalities. 

,. ,.;crcover, a sl];)stantial proportion o! tl',e cases receivins workers' co.r:pen-
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'sation for occupational aisease are for short-tern and often non-severe 

conaition3 such as dernatitis. A stuCy by Discher and others for the 

Hational Institute of Occu?ational Safety and Health examined workers 

\1c-0 :cigl1t be exposed to work-related disease; of those identif ieci as · , 

having such a disease, cnly 3 f-ercent had filed a workers' cor.:;;:ensation 

claim. 

Cf ti11e occupational disease casea which are filed, two out cf three 

are controverted - three-<:2tJarters of them O\Ter the basic issue of 

co~nsability. Fifty-six ~ercent of th~se cases result in compromise 

and release. Litigation is involve5 in 90 i:;ercent of the respiratory or 

hearins; cases, compared with 17 percent of the skin diseases. 

Cverccming the problems of li.rdte<l coverage ru-id excessive litigation 

I will t:,e an especially difficult probleo for occupaticnal diseas-a. There 

are extre~elr difficult conceptual and eir!pirical problems in relating 

a dis~ase to the exposure that caus~ it. The sai~ disease may be 

caused by either an occupational exposure or a non-occupational e}:p:>sure. 

It is usually ir.lf:ossible to determine with certainty which is the appcopriate cause 

in a particular case. Or a disease nay be tl1e consequence of the 

interactive effects of agents to \':hicb a s=erson has been eX90sed on 

the job or off of the job. The contribution of the occupa.tional ex-

posure may be s~all, and diffic~lt to ascertain. Or a-disease may 

be aggravated by the workplace. ex~.osure. T:-ie question arises in the 

l.:itter t\;o cases as to \o:hether the entire ciisease should !:>e ccr;,.pensa-

'

tee:: or i~ it should be co:-r.pensatea only according to the uegree of 

?'lJravatJ.on caused bi' the: workpl2.cc, or its contributfr>n to ciisecse 
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in the case of interactive factors. 

Incc."iie Prote~tion: All but two States have increased benefit levels since 

1972. The nw..oer of States paying 66 2/3 percent of wages for te.1lporary 

total disability ir.creased from 29 to 47. The number paying 66 2/3 

percent of wa9es for r:err:-.anent total disability rose fror.i 25 to 46. 

r-!axfo1u.'il benefits for total ciisability have also been raised. In 1972, 

only two States had a maximum weekly benefit for te!i',porary total disability 

at or above the National Co."Imission recommendation of 100 percent of the 

State's average w~ekly wage, and only 10 States had a rr.axi~um level of 

66 2/3 percent or more. By July 1976, 22 States had achieved the objective· 

of a naximum weekly benefit of at least 100 percent of t.~e State's average 

weekly wage, and 35 had attained the level of 66 2/3 percent or raore. For 

r:,err..anent total disability, the mlr..ber of States \1ith a r;,.axi.ri:ura at or above 

lCO percent of the State's average weekly wage increaseo from two to 20. 

The nurr.ber of States providing pa}'I':lent in cases of total disability for 

life or for the duration of disability increased from 29 States in 1972 to 36 

in 1976, increasing the application of t.~is provision fr0m 60 to 80 percent 
-

of the covered workforce. The re;::-.aining States restrict the aggregate ai,;0unt 

of benefits payable for total disability either by duration or by dollar amount. 

In cases involving a \-;Ork-related de~th, 29 States now pay survivors 66 2/3 

percent of the ,.,url<er's wage, up from 13 States in 1972, and the r.:-axk1Ui:i has 

re:ached at least 100 s:,ercent of the State's average weekly wage in 17 States 

cor.,pared l1itf1 only one in 1972. · ;:;ut only four State3 cor..:)ly ,-:ith all four 

cc~cn~nts of the Natior.al Cocnizsion's reco!":'r.encation 3.25: benefits to 

' t.'le spouse for life or until rcc:arriage, two year,:;' benefit in lura;> sum in 
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tt1e event of rer.1arr iage, t.enefits to a child to age 18 or beyond if actually 

ce~endent, and benefits to full-tir.:e stucent de::;enc~nts until age 25. 

Ar..on9 these comf,Onents, 16 States pay children until age 18, and 15 States pay 

the spouse for life or until rer.wrriage. 

~n annual cost-of-living adjustr.ient for benefit levels~ as recamended 

in the fmite Paeer, is provided in only 15 States. These vary widely as to 

the types cf benefits adjusted and the formulas used in co2pu.ting the ad­

justreents~ 

Previsions on the duration of benefits are'irrelev.::.nt in practice to the 

cases that are settled by compromise and release, or by stipulation or other 

procedure , \·ihich releases the carrier or err.!?loyer fron further liability. 

Surveys for the task force found that in 1973, 17 ,Fercent of all cases 

were so settled. But comproraise and release was nuch more comi'iion in 

cases.of serious injury or illness. Half of the Fernanent partial 

cases and half of the death cases were settled by cor:1prrn:iise and release. 

For permanent total cases, the proportion reached 72 percent. 

Such a large proportion of cases receiving lur.ip Sllr.'S in exchange for 

all furt.~er cld.,11s on the insurer has soi:ie important implications, particu­

larly when considered in the light of the data collected for the task force 

on the proportion of workers' compensation reciFients who are not e.rnployed. 

'i\,:o interview surveys were conducted. One by Cooper and Ccnpany interviewee! 

clair:,ants in four States {Illinois, Georgia, ~ew York, California) whose 

c~ses had been settled in 1973. All levels of disaoility '..·iere sar:pled. 

'ii'le results of this survey showed that 24 to 39 percent of the r.:inor pema.,­

er.t partial clai~ar.ts, t.O to 45 percent of the major perr.~nent partial claim­

ants, anc: 66 to 100 percent of the total disability clai.r.iants were not e;;i-
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ployed at the ti.file of the survey in 1975-75. A secon6 survey uas taken for the 

t~sk force by the Eaxwell School at Syracuse University followin(! up the 

status of workers whose compensation cases were opened in 1970, and who 

were_ pem.anently i.Dpaired with an impairment rating over 10 percent. Of 

those who were below the age of 65, the 9r~rtion who had never worked 

after the injury- ranged froo. 7 to 17 percent in the four States surveyed, 

and the proportion tvno had worked after the injury but w--ho were out of 

work for all of 1974 was an additional 15 to 19 percent. rurthercrcre, 

of those employed, an unusually high 7 to 16 percent worked part-tine,. The 

"9roportion employed full-ti.r.le in 1974 ranged fro.-n 55 to 53 f-ercent. i\bout 

85 percent of the sample were r.ien with a known work recorc; their oe&ian 

inga.irment rating \-Jas 13 r..ercent. 

One should not infer that everyone who was not em9loye~ at the tL-ne 

of the survey was not ~loyed because of their industrially-caused 

impairroent. A few r.iay have been facing nortial. uneTIQloyment and be 

between jobs. A few may have voluntarily left the labor force in an 

e2rly retirement pla.,, or Ferhaps they were living on their _workers' 

co:iJ2ensation benefit (or other disability benefit) and were reluctant 

to·return to work for fear of losing the benefit. All of these factors 

together are unlikely to account for Rore than a sr.-all percentage of 

the not er..ployea. It is more likely that their injury anci their 

,..-orkers' compensation exper iencc detached ;the.rn from the employed 

-.;orkforce. It is note,,;orthy that almst all cf those ?ersons in the 

Syracu~c survey that never returnec5 to work gave poor health as t.1ie 

reason. 
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Compromise and release settler.ents are less worrisome bec?use of 

the compromise than because they release from all further responsibi­

lity the carrier, the employer, and perha9s the State agency. In 

effect, these settlerr.ents become a guess about the future from which 

some w-orkers gain, in that their benefit is greater than their losses. 

Others lose; especially those with low earnings or who face prolonged 

unernployrc~nt. The result of such agree~ents is.to create serious 

inequities in the system, and great hardship for workers who have 

substantial and prolonged losses of earnings. 

Rehabilitation: The National CO!~ission recommendeo that there be no 

statutory limits of tk.e or dollar ar.iount for medical care or physical 

rehabilitation services for any work-related i'lfipairr.;ent. They also 

recommended that the right to medical and physicai rehabilitation 

• 0.=nefits not terminate by the mere passage of t.ir.e. Six s·tates caine 

into compliance with each of these essential recor.:.mendations since 1972, 

raising the total nurrber meeting these criteria to 45 States and 41 

States respectively. 

Financing medical care for injured workers has been one of the 

central objectives of workers' cor:ipensation, a.""ld one i,hich the system 

seems to ha.idle reasonably well. Less attention is directea at each 

of the steps beyond medical care, namely physical rehabilitation, 

vocational rehabilitation, and re-employment. Although the National 

Ccri'il"Jission, reco:;;,mendea that the e~ployer pay all costs of voca­

tional rehabilitaion; that Qaintenance benefits be provided durino 
. - -

'

this rehabilitation; that the State ~-orkers' co~pensation agency have 

a unit to oversee rehabilitation; and that each State have a broad 
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and well-publicized second-injury fund, it did not include any of these 

ar.:ong the essential reccrrrr~ndations. 

In practice, the workers' corrri::-ensation system creates a conflict 

for the \>,Orker. In oroer to receive benefits, he r..ust show that he has 

suffered impaim.ent and disabilit'.f. Since 39 percent of the perw.anent 

partial and 52 percent of the perr.ianent total cases are litigated, and since 

average delay between start of lost tirr:,e and start of payrr~nt apf)ears to be 

134 days in contested cases and over a year in the worst State, the workerts 

mind is on proving his case for sowe ti.r.le. Since these are averages, 

nearly half of the cases must take longer - perhaps r.i.uch longer. On the other 

hand, rehabilitation is known to be ~ore effective when started i.rrnediately 

after injury, and the mental state of the patient is very i!:iportant 

to its success. The patient is required to focus on what he can do, and 

I strengthen his deternir.ation to expand those capacities~ 

It is also clear that the workers' co~pensation system is not very 

effective at screening cases to assess the potentia.l neeo for rehabili­

tation services - either physical or vocational. There are so~e differ­

ences aroong States in their efforts to do this, and States with some 

screening have higher levels of referral to rehabilitation services. 

Even such referrals are insufficient to assure t.~at cla1":lants get the 

necessary services, however. In the interview survey conducted by Cooper 

and Company, of 251 persons with permanent aiszbilities \.:ho were advised that 

they needed rehabilitation, only 101 persons got such help, and only 

Sl were assisted by the State vocational rehabilitation 2gency, the 

'

carrier or 

and only 9 

the e~ployer. Fur~~er, only 17 received any job training, 

received ~lacernent assistance. 
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. ~tis ir.lfX)ssible to say how rr.any rr.ore persons should receive job 

training or placer,1ent assistance. In the Cooper interview survey, 

roughly 25 percent of the persons with minor perr.1anent 9artial cases 

(paying be~efits of less than $2,500) and about 40 pcrceAt of the major 

ferr.ianent partial cas~s were not employed at the ti.";!e of the survey. 

In the follo\r-tlp survey conducted by Syracuse University, four years 

after t.i.,eir cases hao been opened,· 25 percent of int~rviewees of working 

ase were not ,-,orking, aml one-third of these had never worked since 

their injury. Of those interviewed, 85 percent were mer. and they had 

a::1 average impairment rating of 13 percent. If these data are con­

firr.ied through additional scrutiny and analysis, they are very rele­

vant to the issue of prcper rehabilitation and re-er.:ployrent. 

Safetv: With respect to improving the safety and healthfulness of the 

· I v,--orkE>l~ce, th2 National Cor.iraission made four recor.:r.:endations. They recom­

nenced that a standard workers' corrpensation re:::x,rting system be oevised 

which would rr.esh with the forms reguired by the Occupational Safety and 

Fiealth Act of 1970 ana permit the exchange of inforraation among Fe.:ieral 

and State safety agencies and State workers' COi~pensation agencies. This 

is the keystone, not only to safety, but to irr.proved delivery of workers' 

co~nsation, and will be discussed below. 

The National Cofilf.1ission also recomnended that insurance carriers be 

rec_:uired to provide loss prevention services which woul6 be audited by 

the State workers' cor.1_?ensation agency, that experience rating be extenoed 

to ~s nany er:.ployers as fracticable anc1 that the rel2ti0.iship betw~n the 

'

ex?er ience of an eroployer anci t.'1at of ot.lier 

fication ::..e reflecteGr..ore eauitubly in the 

erJployers in its insurance classi­

er.,ployer ' s insurance rate. It 
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'39,:ears t.'iat r.,ore er.,ploy~rs are now i.-, e,-::,erience rating categories than in 

1972 because their 9remiu.r:tS are above the r.iinir:1mJ level for such rating. 

The inciaence cf occu;?ationally-related injuries ar.a illnesses per 

lC,O full-time workers rose sli9l1tly in 1973 2nd then fell in the next 

two years. For the private sector as a whole, the rate was 10.9 in 

1972 and 9.1 in 1975, the latest year available. Si.~.ilar declines 

occurred in rr.anufacturin3 and contract construction. In rtianufacturing, 

t~e rate was 15.3 in 1972 and 13.u in 1975. In construction, the figure~ 

were 19.Ci .:>.nd 16.0, respectively. 'I11e incidence of lost workdays, whic.'1 

reflects the 410r~ serious injuries and illnesses, has been stable at 3.3 

for bot:1 1972 and 1975 in the private econO!:!'.f. ~ese statistics Jo not 

show the incidence of work-related illn~ss, to the extent that this 

relationship is not recognized at the workplace. 

• A rrore difficult-problem is recognition of toxic or hazardous 

substances and cai'1binations of substances in time to prevent illness • 

.rl.s noted in the discussion of occupational disease, this tlill require 

a r.ore intensive effort to trace the epic:emiology ana etiology of disease, 

and the l:L11its to the intensity and duration cf exposure. Under the 'i'oxic 

Substances Control Act of 1975, the Federal Govern17.ent is authorized to 

re-;ulate the r.ianufactur ing, processir.g, distribution, and use of chemical 

substences which present an unreasonable health hazard or risk to the 

er:·.rironrnent. Che::iical raanufc::cturers and processors are r&-1uirea to 

report to the £nviron.rn2ntal Protection .:\gen.cy adverse h~alth and environ­

!":"€:!1tc1l catc:, ar.-d the mir;:ber of \-,orkers e}:poscd to certain che,--:licals. 

' 

The Occu:Jatior.al Safety anc ilec::lth Ad!"!inistratiot:. is 

en ex90s:re tc .:md awarc~e::s cf hazaroons substances 

issuing regu.lations 

in the \./Orkpli:lcc. 
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'celivery Sv,;tfr.i: ,~rkers' co.-rpensaticn is ch~racterize6 by the lack of 

· a1: effective delivery sy.5tem. Far from being a ncn-adversary system, as 

currently practiced, ~orkers' COinpensation has re9laced litigation over •.,.,ho 

is at fault with litigation over what is at fault en~ what the effects 

of the accioent will be. 

Notwithstanding its no-fault characteristics, the systera as pre­

sently constituted. is an adversary, third party systerJ \Jhich ex_PC?ncs 

too 1-;:uch cf the oreraium dollar in friction costs inciaent to the . . -

delivery of c~r.efits ano other purposes entirely alien to the rei?o,ra­

tion of the accident victir.t. 'l'i1e rate r..aking process relative to the 

construction of ,iianual rates conter.iplates an exi.Jen3e cor.:fX)nent in the 

rates of about 40 perce..,t which allows only abcut 60 percent of the 

~-re::,iu7!'! dollar for workers' compensation benefits, fror.: which, however, 

· I r.-.ust be dec1ucted the amunts injured workers r.iust pay their own lawyers. 

The latter aiTounts have been esti'ilated at about eight percent of the 

benefits so that it a9pears that about 52 percent of the premiu.':l dollar 

goes to the claimant as benefits. T'ne most recent <lata indicate an. 

insurance loss adjustr.~nt expense factor of about 9 percent of preffiiuns. 

Thus the total for adjuoication of claims aTIJour1ts to about 17 percent of 

benefits. 

As notel above, two out of five pernill1ent partial and death cases 

are lit~atea. Cne out of two peri7.anent total cases are litigated. 

'.i.:1is ;:-roportion increa3e3 to four out of five peri:'.G.r.ent total cases 

\,i1en the eriirloyer self-insures. '£he pror,ortion of contestej cases 

,..~ all tY1:CS var iel widely amn'? States in the closec, clain survey 

I £re"-;: no re~rte6 cD:::,:,s to ~2 ~rcent of csll case.s ir.volving a cc:::pensable 
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' te,.,:,orary disability, ;..eocnent disability, or death. 

Delays in receipt cf benefits arc sutstantial. In uncontested cases, 

our research injicates that the mean time froD the start of lost ti.T.€ 

to the date of first check was 33 days. In ccntested cases, the ~ean 

tir:te was 134 days.·· Here too the differences ai:-cr:g States ware very 

substa:1tial. In uncontested c"ses, the range was fro.-:1 14 to 81 days .. 

In contested cazes, the range was frot1 25 to 36i Cc.ys. In cases of 

~-ork-related death, the <lelays in payr~nt average 135 days for unconteGted 

cases, and 544 days for contested c~sez. It appeared to require an 

2vcrage of 282 lays frcQ the start of lost tir::e to the tine of filing 

a request for a hearing a.id another 134 cays bzfore the hearing was 

held, or a tot.el of 1 1/4 years - and this does not count appeals. 

The hub of the workers' compensation syste..11 is the· i.i,surance car:r ier. 

• 'I'his is the only publicly-mandated systei;i which is run on an actuarially 

sound basis, an~ roughly GS percent OFerated by the private sector. 

I 

$ such, it is very ir.portant that the insuranc~ carriers share a 

perception of the syste~ which wiil help to achieve its social objectives, 

and that the incentives for carriers anc: employers support that perception. 

The State govern.~ents are responsible for overseeing the systerJ. 

'l'he National Com.ission made r;,.any recorr.,encJations to strengthen the 

professionalisr.! and processes of State agencies. Sorr.e States have been 

;;iuch 1,;ore active than others in both oversight anJ inprcv~""i1ent of workers' 

ccr.,_;;;ensation, as well as r:10re effective in those o;-erations carried on by 

tt-.. e State itseif. Fer a systc.:: \·.:ith such ciffuzc res90nsibility to t·:ork well, 

c. :;tatc ager,cy r.:ust take .:1n active part in infcrr.:in;; cll parties of their 

rights ano res.90nsicilities and carefully :ic~itcr the system. 
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The paucity of data that State agencies have to tel9 the~ evaluate 

an6 manage the pro3ro:.1 is linkea to the current orientation toward case 

settler.ient rather than case r:ianager.1ent. '.r'ne State ag~i"lC'J survey for the 

task force revealed that most State agencies know how 1r.any cases they h2ndle, 

· but know little about the types of cases, ty;;es of settler,1ents, ti'";le lags, 

a.:d other data for &"1 2ssessr.;ent of the effective::iess of the syster,; in 

raeeting the five objectives oiscussed by the ~:ational Ccm.--nission. The 

data collected by the National Coanission anJ cy the task force, while 

very useful, is no suostitute for systematic collection of t:!1e infornation 

required for ongoing manageraent of workers' cor.-:9cnsation. 

~rocram Interrelationships 

Since the wcd~ers' compensation systei-;-i spread 30 swiftly through the 

• 5tate3 half a century ago, r.~,y otr1er social insurance syster:is have been 

er.acted, and et'lployee •·fringe benefits11 have e~IJC3ndea consklerably. · The 

relationships ai-.i0n3 these shoulC: be clear and fair. Three kinds of probler.tS 

can occur: overlaps, in uhich so:-r:e people get additional benefits, 9aps, 

i~ which a i:;erson finds hiirself unable to get any benefits, and spillovers, 

in which costs which should be covered by one prc,gra..: are absorbed by others. 

The interview survey conoucte<l by Cooper and Ccm?any indicates that the 

·problem of overla?S is significant. Cf all respondents, 37 percent said 

that they received benefits related to their injury or illness fro,-:: at 

least one other source c1.nd 18 r.ercent from at lca!:>t two other sources. 

?he proportion receiving such benefits froff one other source inclucied 

'

2~ t:~rcent of the ter.1i;or2ry totc:1.l cases, 25 ~rcent of the r:.inor ~rn.:ment 

?Z.rtial cc.ses, 42 percent of the r-ajor rerD.cnent !;--crtial cases, 6C 

<l19•· 
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'percent of the pemanent total cases, 75 percent of U,e c;ork-related 

deaths, and 49 percent of the occu~tional disease cases. 

• 

The largest overlap is with Social Security disability insurance bene­

fits. Of 1036 people sampled, 124 received such benefits, incluc1ing half 

of all pernonent total cases, and one sixth of all li'.ajor per@anent partial 

cases. The next largest overlap was with Social Security survivor's bene­

fits. Seven out of ten survivors who received workers' con_oensation bene­

fits also.got these. Gnly 14 of the respondents received Social Security 

retirerrent benefits. 

With respect to other public programs, 33 of t.J.ie respondents received 

un<:J-nployrnent insurance, 25 got !·iedicare, 30 got public assistance, 7 got 

!-ledicaid,. and 7 got Suppler.iental Security Income. 

A substantial nur:.ber of the resf'O!'laents received income from private 

insurance, financed by their er.,ployers or thenselves. 'Ihese included 

34 each with group health insurance and short-term disability insurance, 

33 with individual accident and health policies, 28 with group life insur­

ance, and 21 with veteran's benefits. 21 respondents reported recrepts 

fro.~ a lawsui~ against their employer. 

Gaps betw•:?en workers• compensation and other programs occur when 

there are disputes as to the work-relatedness of a..-1 injury or illness. 

i:any rr.edical, disability, and auto~obile insurance ?Olicies excluae 

coverage of work-related cases, and·until the dispute is resolved, 

neither carrier pays. There is a waiting F€riod before ap?licaticn for 

Social Security disability insurai1ce can be made; Suppl~ntal Security 

I Ir.c.o'::e requires both an inco.:ie ana an asset test. Uner.,ployraent Insurance 

r~u1res a~ active search for work. ~ometi~es, therefore, none of these 

.1ZO 
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applicable to the injured worker. 

Possible spillover of costs cf injuries ano occu~tional diseases can 

partly be assessed by examining the aata on overlaps with public prograras, 

including Social Security disability insurance and survivor's benefits. 

Em·:ever, the total is higher than this, because r2any workers who should 

be covered by workers' compensation are not, many illnesses which are 

work-related are not so identified, many lu.':1? SLII:i settlen;ents run out. In 

t.l-iese and s:i.-nilar cases, workers receivin9 other benefits would not be 

known to be spilling over fron workers' cor:-,_pensation. 'i'he identified cases, 

and the general magnitude of the unidentified cases, clearly amount to a 

very appreciable spillover into other public prograi:tS • 
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§pecific Recorrmendations 

Broad Coverage: In accordance with the principles discussed above, w"e 

believe that workers' compensation should be extended to all en1ployees, 
•· 

and that every practical rreans should be e.-nployed to make this effective. 

We reaffirm the 1-J'a.tional Canmi.ssion recamnendations that covera~ should 

be canpulso:cy and no waiver3 should be permitted. Coverage should _be 

extended to all classes of employees, to all occupations and industries 

without regard to hazard, to goverJ.1C1Ent employees, and to farmworkers. 

Ea.ch of these recorrrrnendations has been adopted by at least 13 and as many 

as 48 States .. 

A major problem in practice is the extension of coverage to certain 

household and casual workers, and to intermittent and seasonal workers 

on farms that do not have employees year-round. 'Ibis proble.'ll occurs not 

so much because of the casual attachment of the worker to the workforce, 

· I as because these workers are hired by employers who are not usually 

employers, and therefore do not have h"le knowledge of employment 

reguirenents or the insurance coverage usual am::>ng employers. 'l'he high 

turnover of many casual workers, and the paperwork involved for em­

ployers also discourage compliance .. 

' 

The two States \-hich now re;uire coverage of household and casual 

workers who earn m::,re than $50 a quarter fran any employer do so through 

riders on other insura,ce policies. It is much too soon to assess just how 

t..1-iis will work out. But it is clear t.'lat many of those who hire such 

workers will be tmaware of required coverage, and assuring compliance 

will be difficult. 'Ihe potential cost to any errployer who 'fails to 

secure liability through insurance is very substantial. 
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' 

Another option would be to establish a special fund in.each 

State, rm either by the State workers' compensation agency or by 

the insurance carriers providing workers' compensation in that State. 

I 

'me fund would sell coverage to any employer of such hard-to-cover 

-workers. With such-a fund, coverage could realistically be extended 

to all household and casual workers who earn m:>re than $200 a quarter 

· - the approximate am::>unt a worker would earn working one day a week 

at the min:hnum wa~* The State could make arrangerents for workers' 

canpensation forms to be distributed with all Social Security tax forms 

to such employers. All employers paying more than $200 a quarter to 

a worker would be required to send the form to the s_pecial fund, either 

noting that they.were covered by 2I1other insurance i;:olicy and identifying 

that p:>licy, or, sending their premium to the fund. This arrangement 

\aiO!Jl.d not cover workers whose earnings fran each employer were less than 

$200, unless they worked for a temporary help agency, cooperative, or 

s i.TYlilar unit. 

The special fund could also guarantee benefits to ~rkers' ccmpen- \ 

sation claimants who were in danger of not receiving benefits because 

their employer did not insure his workers' canpensation liability, or 

because the carrier or self-insured employer beca.t1-e bankrupt. In aadi­

tion to premiums, the fund would be financed partly by fines levied on 

those who failed to obtain coverage. These could range in size fran twice 

the premiums 'M'l ich would otherwise be paid in those instances when the 

e-:iployer was unaware of his liabilicy to substantial penalties for employ­

ers who deliberately failed to secure their liability. The fund could I alro be financed ~ assu.'lU.ng the workers' litigation rights against any 

\ 
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' 

insolvent insurer or empl~.zer, and if necessary by a.., assessment on 

workers' compensation premiums. 

• 

I 

r~ile we are not anxicus to delay coverage for these workers any 

longer, such a phase-in process mey ultimately secure rrore coverage 

u0re quickly than mandating a precipitous and :ilrpractical extension 

that can cause insurance availability probleras. For example, coverage 

might first be mandated for farms l-ilich use uore than 500 man-days quar­

terly, and then extEmded to all farms paying rrore than $200 a quarter 

to a werker. 

To be sure that all workers have a jurisdiction in which they ca,.i 

file claim for a work-r~iated injw:y or disease, we reconunena that all 

States cover workers ~;hose emplcr_jlTEnt is principally localized in that 

State for injuries or illnesses which occur or to \-tlich they are exposed 

in airf ot.l]er state or location, provided that it was in the course of 

the ern?).oyrnent so principally localized. If the worker is not covered 

by the workers' compensation system in the State where his e."1tploynent 

is principally localized, he should be able to file claim in the State 

mere the injury or disease occurred, or finally, in the State \'kiere 

he was hired. 

We recornrrend coverage of all work-related diseases, and we are 

strongly c:pposed to arbitrary barriers to CQIT\Pensability. This coVerage 

should extend to all illness "arising out of and in the course of employ 

nent". '!b help extend coverage, we make several recc.1tmeI1dations. 

Some States may_wis., to ciefine disease as a component of injury 

as is done in the Hodel Act published by the Council of State Governments. 
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This says: "Injury neans any harmful changes in the human organism arising 

out of and in the course of employment, but does not include aey communi­

cable disease unless the risk of contracting such disease is increased 

by nature of employment." As the National Canmission recommended, the 

11by accident" phrase should be eliminated as a reguire.1:ent for compensa­

bili ty. 'Ibis criterion is not really applicable to the contraction 

of disease. Requirements that the illness be "peculiar to the workers' 

occupation", or that the "ordinary diseases of life" be excluded do 

not accord with current nedical and scientific evidence. 

Nearly all diseases which can be caused by agents found in the 

workplace can also be caused by the same or other agents found elsewhere. 

'Ihis means that it will continue to be necessary to show in each case 

that the worker has a Sfecific disease, and that there is a reasonable 

medical certaincy or a high probabilicy given the exposu~e in the workplace 

• that the disease is work-relatea. This assessrrent will often be very diffi­

cult to make, but at least the whole focus is on the relationship between 

the workplace exposure and the disease rather than extraneous factors. 

' 

In making these difficult determinations, the goal should be to 

minimize the total number of cases which are misclassified - both the 

cases \>ilic:h are classified as work-related which may not be, and the cases 

which are classified as not work-related but which may be. Toward this 

end, we suggest that work relationships be determined by the expert panel 

prcposed hereafter under the following guidelines: 

1. l~en the disease has been diagnosed, and there is reasonable 

medical certainty t..'1at it is work-related; that is, \men the 

etiology of the disease is known; or 
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2. When the disease has been diagnosed, the worker can show that 

there is epidemiological evidence that the incidence in his occupa­

tion, industry, or plant significantly exceeds the incidence in the p:,p­

ulation, and the employer fails to show that the employee's illness is 

not due to exposure in the workplace; or 

3. when the disease has been diagnosed, contributing causes fran ·out­

side the workplace are present, but it can be shown that agents or 

exposures in the workplace constituted a substantial factor in causing 

the worker's illness, and the risk or contracting the disease is in­

creased cy- the nature of employment. 

The first criterion is the usual one at present, in which the worker must 

show the work-relatedness of a disease, the etiology of which is known. The 

second requires the worker to show that he or she has a disease which is 

likely to be work-related, and makes this rebuttable if the employer can show 

• that the necessary exposure is tmlikely to have occurred. Tnis shift· in the 

burden of proof in these particular circumstances is meant to place the burden 

on the party in a p::>sition to gatller.the necessary evidence as to the agents 

or exposures which were present, namely the employer. The third criterion 

' 

is rreant to screen out minor workplace aggravation of non-work-related 

illness, and focus the resources of workers' c~nsation on those cases· 

in \l,U ich the workplace contribution is substantial. 

We cautiously iecamnend this approadl to the States. We urge that 

State agencies ano their expert panels exercise great care when using 

presumptions to assure that the rights of all parties are protected. This 

would be especially necessary if the States act to limit litigation over 

compensabilicy in work-related disease cases as we rec001Tileild. 
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In order to expand knowledge of the etiology of disease, we recommend 

that the Secretary of Health, Education, and Welfare take the lecrl in 

a Federal effort to add to the list of p:>tentially significant occupational 

diseases for which there is doCUirented etiology. Better statistics are needed 

on the nt.Uilber of workers exposed to various toxic agents, ?nd evidence on 

trie precise relationships anong intensity of exposure, duration of exposure, 

other substances \',llich rray interact with the agent under study, and the 

_varied sensitivities of individuals. The Federal Governiuent should also 

undertake a substantial effort to coordinate collection and analysis 

of data on the epidemiology of diseases which might be work-related. · 

Agencies mich collect and use such data,such as the National Institute. 

for Occupational Safety and Health, other National Institutes of Health, 

the National Center for Health Statistics, the Social Security Administration, . 

the Occupational Safety and Health Administration and the Environmental 

• Protection Administration, .should participate in this endeavor. · 

Further, this research and analysis about diseases whidl are known to 

be or p,tentially may be work-related - and the neans by which hazards can 

be mitigated - should be made widely available to workers, employers, State 

workers' compensation agencies, State occupational safety and health agencies, 

physicians, and researchers. We urge unions, employers' associations, 

State agencies, and rnedical and scientific associations to join in 

this effort to spread information. In particular, we hope that medical 

societies will encourage specialization in this highly technical area, 

ana will keep their members informed of current developments. 

Hospitals and physicians should get ~urk histories as well as neaical 

'histories. ~lorkers should have access to employer information on the nature 
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and intensity of their e..'\.yAsures to hazardous substances, ano to the 

results of any physical exa11inations. l'Vhen exposures to hazaraous substances 

occur, a registry should ba established by the employer to rraintain the 

record. Insurance carrier records should be available to researchers under 

conaitions preserving the confidentiality of individual records on payment 

of the costs. of access. 

To.provide clear- information and equitable decisions in this diffiailt. 

area for lvOrkers and employers, we recanmend that each State establish 

a pa.,el · of experts,· including or using the advice of physicians, industrial 

hygienists}, and epidemiologists, to determine the coopensabili ty of occupa-
-

tional diseas~ cases in that State. The findings of this panel of experts 

should be binding as to all questions of fact or causation except for 

questions of law. This approach should increase the consistency and fairness 

of the decisions on cornpensabilicy of disease.· 

We recornrrend elimination of existing State legal compensability restri­

ctions based on exposure criteria that are unrelated to meoical a."lCl other 

scientific evidence, including restrictions on duration of exposure, 

recency of exposure, and mether exposure was in the State where the 

claim is made. Because such evidence is continually being expanded, 

sdiedules of exposure requirements necessary to show that a particular 

disease is work-related should be kept by the State's panel of experts 

that determine compensabilicy and should be frequently updated. Tire limits 

-wit.hin which claims must be filed should start at the tine the claill'.ant 

knows or should have known of the existence and potential compensability 

of the disease. 

Claimants with work-related disease should receive benefits at the 
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sarre level and of the same duration as those with work-related injuries. 

Their benefits should be based on their most recent earnings, or, if 

the disease has diminished their earnings prior to the claL--n, on the 

average of their last five years of earnings. 

lio waivers of workers' compensation should be permitted for arrj 

pre-existing condition \\hen employees are hired. When the exposures 

which caused the disease have been incurred in the eiuploy of rrore than 

one employer, t,.,e believ1e that the most easily ad.ministered approach to 

assessLr1g liability is the "last employer principle." An alternative 

which has marw advantages is to have the State second injury fund contrib- -

ute toward the benefits. T'oat fund might then levy a special assessirent 

on the forner ~oyers of that worker in -mose employ he was subject to 
- significant hazardous exposure, apportioning the assessment for the second 

injury fl!Ild according to the exposures received in the course of such 

·• former ernployrrent. -

' 

Finally, we recomrrend that the Social Security Administration develop 

the data and analyses necessary to assess the extent to whid1 claL-ns for 

disability insur?nce fran people with specific diseases are coming dispro­

p::>rtionately frCiil certain industries, occupations, or corr~anies. ·where 

this is s.lmwn to -be the case, legislation should be developed for consid­

eration by the Congress to assess a variable surcharge on the employers' 

share of t.i'-1e payroll tax to finance this excess incidence of disease. 

Incorr.e Protection: We reccmmend that the main focus of compensation for 

work-related injury and disease should be replacement of a substantial 

p:>rtion of lost earnings. Focus on that objective has bee., lost in the 



' 

• 

' 

40 

present system, partly due to the confusion as to the purpose of canpen­

sation for permanent partial disability, and partly due to the great 

prevalence of compromise and release settlements for the m::>re severe cases. 

'It> provide this focus, we reccmmend that replacement of wages lost 

due to any work disability resulting from an fo\Pairment be separated fran 

aey indenni ty l'bich might be paid for impairment - that is aqy anatanic 

or functional abnormality or loss after maximum rredical rehabilitation 

has been achieved. 

The task force found the system for compensating permanent dis­

ability, and, particularly perII1aL,ent partial disability, to be inequi :­

table and to cause great hardship for sorre claimants while providing 

windfalls to others. Degree of impairment or impairment rrodif ied by 

other factors such as age and occupation do not seem to be good predictors 

· of the amount of earnings Mlich will be lost • 

Loss of earnings may to.ke three forms: a reduction· in earnings 

am::mg disabled persons who are later reemployed, intermittent unemployment, 

and continuous unemploynent .. For claimants with reduced earnings but 

steady employment, long-run supplezrentation of pay is needed, not benefits 

defined in terms of weeks of pay.. For claimants with intermittent 

unemployrrent, the second or third spell of unemployment will likely find 

the injured worker dependent on other funds. For claimants with continuing 

· unemployment, benefits are likely to be inadequate. Host permanently 

impaired workers who get back to work on a regular basis, may well 

return to their pre-injury earnings. 

Under present practice, to sey that a worker has a 10 percent impairrrent 

is not to sey that his or her earnings will decrease 10 percent or even 

·1-30· 
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that those earnings will decrease less than those of a worker with a 

30 percent irrpairment. Rather it may be that the worker with a 10 percent 

L,ipairrrent has a substantial chance of no loss of earnings beyond the 

recovery period, and some chance of being unemployed. A worker in this 

category probably has a somewhat better chance of being e..11ployed than 

one with a 30 percent impairment. Thus, if all workers in a category 

receive the sarre seftlerrent, those who subse.quently find etilployrrent 

me& be overcompensated for their earnings loss, while those who are 

without employrrent are undercompensated • 
. -

To deal with the problem of the unpredictability of the effects 

of an injury or-disease, we recarnrend that wage loss be compensated 

as it accrues. C~nsation should continue until the worker returns 
-

to his old job, gets another job, or it is determined to the satisfaction 

of the State workers' compensation agency that he or she is employable 

I but refuses to work. If a worker can only work part-tine or at ~ less 

remunerative job, benefits amounting to two-thirds of the difference 

' 

. . 

between his new earnings and his old. ( or the maximum earnings canpensable 

under the State law) should continue to be paid. 

In cases of minor impairment, after the worker returns to work at or 

above his old.earnings, the case could generally be closed (subject to 

reopening) with the- permission of the State workers' canpensation agency. 

This would nom.ally be granted routinely unless there were a reasonable 

chance that the minor impairment would lead to compensable wage loss. 

However, in cases of major impairment, after the worker returns to work, if 

he might have trouble getting another job because of his impairment should 

he becoiiE unemployed again, the case would rE=!-:1ain open, subject to reacti-

__ 131 ~, 
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va tion upon request of the cla:ilnant. In implementing this systei-n, we 

recanmend that the terms permanent partial_disability and permanent total 

disability be eliminated. 

Since the principle of substantial replacement of lost earnings -as 

they accrue cannot be met if ltnnp sum or comprcmdse and release settle-­

~nts occur, we recommend that such settlements be strongly discouraged. 

If permitted at all, their use should be limited to a very small number 

-- of 1.musual cases, mere the agency, carrier, and claimant find substan­

tial benefits for the claimant's future employment and enployability 

-would result. Tnis should require written approval by the State workers' 

canpensation agency, following high-level review. 

As-the National Commission recommended, benefits should be 66 2/3 

percent of the worker's wage, up to a maximum of 100 percent of the.­

State's average weekly wage. Because workers' compensation is not a· 

I welfare system but social insurance, and because it is given in exchange 

for the -right to tort action, this maximtnn should continue to increase, 

as.the Canmission recannended, up to 200 percent of the State's average 

I 

weekly wage. 

we recormrend that long-term wage replacement benefits to disabled 

workers or survivors be increased annually in proportion to the increase 

in the State's average weekly wage, and that the pre-injury wage be 

similarly escalated in all calculations. We urge that State insurance 

regulatory authorities carefully review and control proposed trend or 

projection factors in respect to such escalation provisions and that 

alternative nethods of ftmding increi-nents be explored. 'Ihis recomrren-
·, 
I 
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system. . 

' 

dation would apply to all new cases entering the workers' compensation 

Cases already receiving long-term benefits should also be adjusted 

to current wage levels. It is difficult to know how the cost of such 

. payments should be -a11ocate<l, · however. States which decide · to enact 

sudl adjustments, me:¥ wish to provide part or all of the fllildL,g. 

In addition to the wage replacement benefits, we recommend that 

employers be reguired to continue to pay Social Security 

taxes on such wage replacement benefits, and likewise continue to con­

tribute, basoo on those benefits, to arw company or industry retirement 

plan. At the tirre of retirement, then, we would rec0i-nrrend that workers' 

corrq;:,ensation wage replacement be superseded by retire-nent benefits. 

If a retiree reti.n:ns \to work, he should be covered by workers' 

cOJ,tpensation for that job, but should not receive both workers' 

·• · ccinpensation and retirerent income based on the sane work experience. 

Similarly, we recommend that the e...-nployer continue aey health insur­

ance coverage on the sane basis as during employr.ent during the ti.Ire 

the ei.1ployee is without a job which would provide access to group · \ 

health insurance. 

States may also wish to require indennity to workers for non-wage · 

losses over and above the wa~ loss con@ensation discussed above. 

If s:>, we suggest that the state set a naximum value on based on "the 

whole man", and divide that into a ten-point scale according to the 

degree of inpairrnent. One-tent..l) of the "whole man., arrount would be paid 

for each po-int on-this schedule. ':::he schedule should be comprehensive, 

'including all injuries and disease that the State decides should be 
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canpensable beyond wage replacement. Because the wage replacement is 

· handled separately, and because we recarurend that the maximum amount 

• 

of indennity for impairment be kept well below arrounts awarded in 

court cases ·in instances of tort action for negligence, this schedule, 

although still based on difficult value judgments, should be easier 

to construct than current injui::y sdledules. 

Recomrrendations for benefits in instances of work-related death 

als:> involve difficult value judgnents. On consideration, we recanrnend 

that they follow the same general pattern set forth above for wage 

replacement. nie spouse of the deceased worker would receive benefits 

amounting to 66 2/3 percent of the worker's weekly wage up to the State's 

- maximum benefit. Workers' compensation should also finance any necessary -

training, placerrent assistance, or dlild care to help the spouse find 

employment, appropriate to the new circumstances, and should sµppleuent 

the sp:>use' s earnings up to the level of the worker's earnings, as escalated 

by the State's average weekly wage. In other words, the spouse would 

receive exactly the same treat:rrent as a worker with a major permanent 

in"pairment, including the opportunity to rea~tivate the case at any time 

UfOn loss of ernployrrent. This would be an incentive for the spouse to 

work, rut we are not recCiilliellding that the spouse be required to work. 

vmen there are young dl ildren or other dependents who require care, 

the spouse would have the choice of continuing to stqy home and care 

for such dependents, or going to work and receiving a supple.rental · 

dependent care allowance. The spouse would also receive any indemity 

for the \-bole man that the state way have established. (The diffio.tl.t -

' 

proble"il of benefits to children and other dependents following ranarriage 

of the spouse needs further study.) _ 
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Rehabilitation a'1d Re-employment: We believe that r~Tf)loynent shoulg 

be regarded a_s a major goal in workers' compensation and pursued vigorously. 

Positive steps to help workers return to work, rather than litigation -

and compromise and release, should be the thrust of efforts to minimize 

the costs of canpensation. The shift to replacement of wages ~ wage-loss 

accrues, recamrended above, lays the groundwork for this new euphasis. 

Other rec~ndations designed to reduce litigation and improve the delivery_ 

system will supp.:,rt this new thrust. 

We reco.'Tlln=nd also that the carrier/employer have the primary respon­

sibili ey for ~veloping and il!plenent~'"19 a physical and/or vocatio~al 

rehabilitation plan for any claimant whose prospect for re-e.'iiploynent 

and return to ~J:Jrer earning capacicy would be thereby significantly 

improved. The carrier/employer should be fully liable for all rehabili-

tation costs, including maintenance and necessary travel and expenses. 

· • The State workers' canpensation agency should oversee rehabilitation . 

and re-employment. It should be resp:msible for screening injury ~eports, 

physician's reports, J;eriodic reports of continuation or resumption 

of wage replacement benefits, and case re-openings. It should encourage 

rehabilitation, review plans \-thich are filed, resolve disputes between 

carriers/employers and claimants as to what constitutes appropriate 

rehabilitation, and, men.the carrier/employer is unable to develop 

a suitable plan, refer the case to the State vocational rehabilitation 

agency, with the costs charged to the carrier/employer. 

'Ihe key element is re-employment itself. lie recomnend that employers _ 

r.i.ake every effort to rehire the employee on the saiie job, an equivalent 

'job, or a job within the capacities of the worker, if such jobs are reason-
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aq_ly available, or to give the employee priority if such job bec~s -~ail­

able. When a job with the sa.11e employer is not available, the employer 

and carrier should help the employee to find a job elsewhere. 'Mlenever 

possible, it may be desirable to identify the job into which the er.ployee _ 

will be hired prior ~1:o starting vocational training. Possibilities for·, 

j~ redesign to __ fit the capacities of the impaired worker should also be : 

considered. Di~~ge_ or discrimination against workers who file a 

workers' ccri;,ensation claJJ-n should be ·prohibited. 

In support of r_e-employ:rrent, we recomrrend that all States have 

broa:1 second injury funds, not limited to specific irrpaiments or to 

person$ whose impairmsmt before employnent or _re-employrrent was severe 

or major. These second injury funds should be widely publicized and · · 

adeq~tely financ~, and should be actively coordinated with efforts 

to place workers_' compensation claimants. 

I When a worker with temporary disability is not rehired or given a 

bona fide job offer,_ he should receive placement assistance and up to--

60 additional days of workers ccmpensation, provided he is actively engaged 

in job search. He mey choose between workers' compensation and une.a1-ploy- -

. ~nt insurance, but in no case should he recieve both. In cases of 

permanent disability, where the injury appears to have a minor effect on 

employability, three m:mths s,f stable employnent should be required before 

the carrier/employer can petition the State workers' compensation agency. 

to close the case. As recomrrended aboVe, all cases of permanent disa­

bility, where it appe_ars that the disability would have a significant 

effect on employability if the worker were to become unemployed should 

I be subject to reactivation w"henever the worker loses a job and is unable 
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to find a new one l:>ecause of his it71painrent. We reccmr.end that State 

' agencies have simple procedures for status change within zn open case 

(i.e., reducing wage_ replacer.ent if the worker gets a part-tine or lower 

_ . payi.n:J job, _eliminating t.hem if he is hired at the pre-injury wage, _or 

re-starting them if _he becomes unemployed) that woula minimize use of 

formal hearings. Notice should be sent to the agency for review, but. 

no prior approval should be required unless the claimant objects to the 

change. 

The benefit recommendations we have made provioe workers with .incentives 

to return to work, both because benefits do not replace all of lost earnings -

and because we recamrrend t.liat workers be permitted to keep one-third 

· of a dollar of benefits for each $1 of earnings up to the worker's fonrer 

earnings. Eowever, \\hen suitable ernploynent is available, if the eiiployee 

·• refuses to return to work, the carrier/employer should be permitted to 

petition the State workers' compensation agency for permission to end 

wage-replacement benefits. 

Safety: The first fine of defense in containing the cost of w'"Orkers' com­

pensation - even before the effort to rehabilitate and re-eIT4?loy w0rkers 

-- is the prevention of injuries and illness. Workers' compensation, im­

proved in accordance with our recarm~ndations, would support this goal 

by internalizing the costs of work-related accidents and disease, and 

' by properly rating employers. Thase costs provide fL,ancial incentives 

for employers to seek ways to make the workplace safer and nore healthful 
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and even change the nethod of production or the product itself. 

In principle, to the extent that the costs of accidents and illness are 

not internalized in the costs of production, employers will under-invest in 

safety and health. Moreover, again in principle, internalizing costs should 

be ·one of the best ways of encouraging prevention, because the effect is to 

leave the employer free to decide on the best methods of prevention and 
-• 

thereby to encourage innovation which may develop rrethods nore effective than 

any of the current-neans of prevention. 

In practice, it is not known how effective such incentives are. One 

argument has been that·so little of the current cost of work-related 

·injuries and disease is now internalized, that the workers' compensation 

premium rates are below the "attention threshhold" of many enployers. Our 

recormrendations on coverage of all employees, effective coverage of 

·occupational disease, compensating wage loss as it accrues, and increasing 

'· I maximum benefits should go far to correct this problem. 

Experience rating should be extended to small as well as large 

firms. In addition, we recormrend that both premil.lil1 rates~ dividends be 

related to the _safety, health, and re-enployment experience of the employer. 
. ·-·---- -

The replacement of lost wages as they accrue makes b.'1e relevant experience -

autor;,atically net of success in re-hiring or placing workers. -Dividend 

payrn:nts should· reinforce this by rewarding those employers with inprovements __ 

in safecy and/or good re-emplcr.trrent records. 

Insurers should also increase their assistance to employers in the 

area of prevention. snployers should receive copies of the survey of the 

workplace at the tine the insurance contract is drawn. And the insurance -

'industcy is in a position to do m:,re analysis of accident and disease pat-
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terns, and provide this information to emplqyers. 

The Occupational Safety and Health Administration can supplement these 

prevention incentives and activities in several key ways. OSHA can focus 

its inspections on those employers who have a particularly poor prevention 

record, pulling down ·the experience for that industry. And OSHA can give· 

partic'.llar attention to hazardous substances lmich may result in long-latency --

diseases, \there ·the unknown r.agnitude of the probl~-n or the conversion to 

present-value, tend to undermine the prevention incentives inherent in 

workers' compensation. 
-

Although we did not substantively address the relationship of workers' 

cCiilpensation to product liability and other third party problems, we believe 

the relationship needs further examination.·This view is shared by soma of 

_ - the participants of the Interagency Task Force an Pro:luct Liability, ~- 1 

believe that a significant part of the product liability problem could be 

• addressed by improvements in the oorkers' compensation system. Tne Proouct 

.Liability Task Force will release its final report within the next fa,, weeks. 

I 

Delivery System: Macy of the recannendations we have made with respect to_ 

the other objectives of the system are expected to improve the delivery of 

workers' conq;,ensation. The separation of wage replacement fran other_ ca:n­

:r;:iensation, and the payzrent of wage replacement as it accrues should s~lify 

the determination of the amount of benefit payable. The National Commission 

reco~ndation, v.hich we strongly endorse, that both compromise and release 

settlements and lurrp stnn payments be strongly discouraged ana subject to 

approval by the State workers' co.1tpensation agency, should help to ensure 

that the wa~ replacement objective is met. The separate and simplified scales 
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for indennity of impairment should make the determination of such benefits 

easier and rn::>re equitable. 

The reconmendation that extraneous requirements for the determina­

tion of the work-relatedness of disease be reroved, the specific statement 

of the criteria for-work-relatedness, the increasing research in disease 

etiology and epidemiology, and the proposed determination of the ccnq;>en­

sability of occupational disease by State panels of experts should.make such 
. . 

determinations rrore equitable and, we hope, sinq;>ler. 

We hope that the above rec0tl'ltrendations will discourage litigation 

over the extent of disability and over compensabilicy of disease. we 

· further hope that energies devoted to cost containment in the system 

can be harnessed toward the socially desirable objectives of re-eq:u.oy-­

rnent and improving the safety and healthfulness of the 'trDrkplace. 

'lhe incentives for this shift are provided by iihJting both experience ·\ 

rating {automatically) and dividends (by discretion) to these objectives. 

To further improve the promptness of benefits, and to clear Slllail · 

rredical-only and short-term cases from the workers' canpensation system, 
-- -•·-------

I 

we recanraend that State agencies encourage employers to self-insure or 

r.erge with non-work-related coverage, the first few hundred dollars of 

medical covera~ and the first few days of illness. Judging fran exper­

ience with non-work-related benefits, such cases can be effectively 

handled by the employer himself. If the limits are low, assurance of 

reliability of the coverage would not need to be as stringent as fo~ 

employers who self-insure all or most of their workers' c~nsation 

liability. Any case \shich went beyond the dollar and/or tine limits, . 

or in which the claimant requested such protection could be immediately 
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reviewed by the State agency. In all other cases, only the usual accident 

rep:,rts would be filea. 

We further recom.rend that State agencies explore the fOSsibility of 

permitting employers with extensive fringe benefits to combine their -

wofk-r~atea and n?Q-work-related iredical and/or wage replace.-ient coverage~ -: - · 

S~ch comb~tion would require the employer to prove to the State -agenc-,t 

that the wor~ers' c::arpensation protections had been proviced, and would 

probably require special assurance of follow through for long-tenn benefits 

a"ld long-latency disease manifest after the employee may have left the fion; 

On ~e othe;_hand, we recommend that enployers who self-insure should-be 

. required to f?&ry insurance on excess risk, and perhaps to contract claii-ns -

:management and_ adjustment for long-term cases. Oversight of self-in3urers -

is nece~sary, and perhaps they should be encouragec1 to reserve their liability 

by a tax credit such as that for insurance carriers • 
- - - ~ 

We believe that it is vitally important for State agencies to take a much· 

m:>re active role ?,Od to considerc1bly strengthei,. their administration of workers'· 

compensation. Included in this recomnendation are the fo~: 

State agencies should mount a vigorous program to inform workers, 

empl~~rs, insurers, pcysicians, and others about the workers' -

compensation system, including their rights and responsibilities,­

State agencies should identify firms that do not have satisfactory 

workers' canpensation coverage and bring them into compliance·, 

A State ftmd should be available to provide hard-to-get coverage and 

guarantee benefits. against lack of security or bankruptcy, 

I 
A State panel of experts would determine the ccmpensability of work­

related disease, 
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A unit should be established within the State agency whidl would · 

initiate contact with the worker on the first report of injury or illness, 

provide him with information on the system, help him to file his claim, 

and repea~ contact to see whether he needed further help, 

The above unit shquld be available by telephone to answer any queries . .:.. 

about the system, and should have ready access to information about ... 

specific cases in order to provide prompt specific answers,· 

Carriers/employers should be required to begin payment within 15. -

days or to send_the State agency an explanation for the delay, 

If a hearing is requested or necessary, it should be held within 

45 days fran b'le_ tine of the accident, unless the State agency grants 

an extension, . 

Carriers/employers .should be able to begin payment of workers' canpen­

sation claims immediately, subject to agency review, 

Changes in status should also be on a notice-and-review basis tmless 

the claimant wishes pre-review or the status change is a case closing, -

Legal fees should be reg~ated, and generally should be based on--work 

done; agencies should review the appropriateness of contingency fees 

to a system replacing wages as wage-loss accrues, 

In cases of frivolous defense, legal fees and/or penalties should be 

assessed against the carrier/employer, which should not be·included 

in the experience base for rate-making, 

The State agency shoula also review nedical care, physical-and 

vocational rehabilitation, and re-enployment plans and issues, 

and help the worker to make informed choices arrong services-;. 

State agencies should cooperate with State and Federal safety and 
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nealth agencies in identifying hazards and i.rrproving prevention, 

To 

we 

finance this·nore active role for the State workers' compensation agencies, 

recomrend that all taxes on workers' canpensation premiurr.s and on self­

insurers· be reserved for financing the administration of the systei11, and 

not be-returned to general revenues. 

we recamrend -that State workers' compensation agencies take strong 

·steps to develq;> irtforrration systems that will provide the information 

· necessary for good management. We also recannend that the long-run 

goal be to develop a single information system that will meet the needs 

of both workers' canpensation and the Oco.ipational Safety and Health Act. 

As in~rnediate steps, we recanmend that the Basic Administrative 

Information·System developed by the International Association of Indus­

trial Accident Boards and Ccmmissions and the Hociel Data System developed 

for the task force be reviewed to reach a concensus on COiiiiiOn definitions .. 

• and unifonn basic tabulations. We also recamnend that the Feaeral Govern­

ment fund pilot projects in three States to establish an f.IDS system. All 

States should be encouraged to initiate an NDS system combining w--orkers' 

ccmpensation and OSHA data after the pilot projects have refine<l .. the 

system. 

I 

Proaram Interrelationships 

We recannend that workers who apply for Social Security disability 

insurance and who are recipients of workers' conpensation benefits be 

permitted to receive the higher of the two benefit levels, but n_o_t rrore 

than they would receive on one program alone. If the disability insurance 

paynent is higher, workers' co~nsation benefits should be supplemented 

up to the level the worker would get on disability insurance alone. 

1.43 



• 
54 

' 
We recom.1end that survivors in cases of work-related death \-Alo apply 

for Social Security survivor's benefits sirr1ilarly be permitted to receive 

the hi~'ier of the two -benefit levels, but not nore than they would receive 

on one program alone. If b"1e Social Security benefit is higher, workers' 

cc:mpensation should be supplerrented up to the level the survivors would 

get·onSocial Security alone. 

lve recomrrend that unemployr.ent canpensation not be available to recip­

ients of workers' c0:upensation wage replaceuent benefits and vice versa. 
- . 

In the long-run,,-we re_com»end that workers' cOli-;pensation wage 

replace.-rrent benefits be superseded by Social Security and other retire11ent 

benefits at the age of 65. In preparation for this, we have recamrencied 

that employers continue to l?aY Social Security taxes on workers' compen­

sation wage replacerrent benefits. The question of who should pay the 
-

- euployee's share must have further study. For the present, we recan.'iEnd 

• t!1at Social Security retirement benefits be supple.-rnented by workers' 

cori'f)ensation up to the -level of the workers' compensation benefits· 

alone, if those benefits are higher. The full change-over should take 

place w:ien those who have had Social Security and other retirement 

contributions paid on their workers_' ccmpensation benefits reach the ~ge 

' 

of 65. Retired persons who return to ·work should be covered by workers' _______ -__ 

cc.nper.sation, but should not be able to receive both benefits based 

on the sarre work experiencee 
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'Ih~ Policy Grou? of the Inter6eparb.1ental ·.-orkers' Caapensa.tion 

Task Force believes that the problems in "WC>rkers' ~tion are 

c:ue as r.:uch to tlie structure an:: wanager.:ent of the syste.Ti. as they are 

to the _ad~"'tl?~Y of benefits. Eore an6 rr.ore !i.ay ce less the answ2r 

thai.7. better ena tetter. This is in contrast to the i-.iational Cor:r..isskm 

which er:iphasize::l the L~JOrtance of improving benefit levels and cx­

terding coverage to lL."'lcovered workers. ~lthough we concur witn the 

thrust of the nineteen essentfal recomrr:endations of the national 

. Cc:.mission, we bel_ieve it is ti-:ie to wove beyond tJ12se rec0;:r,:en6aticns 

and endeavor to im.9rove the efficiency of workers' cor.ipensution 

progrQ~s, a.'1ci their effectiveness in attaining their flhr~Zl!7'.ental 

o;:ijectives. 

Perhaps the oost im!_:x,rtant of our.recor:nendations is that the 

. • ao;::inistration of the system by State agencies and carriers must 

l 

be strengthl!ned. This is prerequisite to our rr.ost fu.'1daraental 

recor:;;;iendation: refocusing the syster:: on wa,;,e replacer::ent benefits 

for peIT.',anently ii.~faired workers and placing greater ei~csis on 

\.. I il •t t• C\ 1 t re.iao 1 a ion ana r~-eop oyiuen • 

~ie see an im?,'.)rtant Fc.-der~1 role in iu,pler.ienting the rec07:l­

~cncations in this refort. Ne recoiil!:-,ecd continuation of a FeQcral 

Interdepartmental Policy Group to anaiyze and monitor. State :)1.0:;ram.s and 

to unc.ertc:ke ?--.:1c1 i tional research. ,;e reco."7:ii.er.o a .s trengti;,enec1 

t-=chr,ical ascistc'.!!Ce role i:y t.l-ie L?bor LeF,~rtr.:ent tc 2.ssi£t States 

ir. ir:-.?rovb.g their prO?ra-;-,s witi1 Sfecial er.:.~;,12sis on iraproving 
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a:::.;dnistraticn in order to take en some of the additional burae~s 

~;~ich we are reconJ;1ending. Another res~usibility of thz Policy 

Grou~ would be to facilit'1tc public discussion of thi3 report, as 

• 

well the final research re};;orts, and r.iake further recor,r.,enckitions. 

~ie e>.."F-ect also that the Federal Govern;..ent will give assist-

ance to States in in;lementing a wage replace!.lent approach to ?~ying 

ben~fitst~11proved State a::.ni.~istrQtion will be necessary if these 

r..odels are to be fea3ilile • .As r.:-ore States focus en actually 

rr.easuring and replacing \\age los~es, their experience should be ;:-.ade 

available to ot.~er States through ?ederal technical 2ssistance. federoi 

financial assistance shoula be made available to assist Stat~s to 

adopt ir:1prcved. c:ata systems an1 to mprove the adr.tinis.tration of their 

programs. 

Ir. cas~ of those States which are not ready at this tirne to go 

cc1:i9l{=tely to a '1.-:age replacec:ent syster.1, ·we believe there are 

beneficial inter ir.'. steps that should be ta!<en which can later inte­

grate into a future co1:plete wage replacer.~ent system. SOF.e of 

those interic 5teps are: 

§ .r.ctive· case I'i:anager.:-ent, particularly for severe injury ar1cl 

disease cases, 

§ Impler.:entation of a rr,ore CO!:'s?lete data .syste:-u, 

i ne<luction in the nur;ber of lur.ip stir.; settle:-r.ents, and canpranise and 
release agreements 

§ R~Jucing the i.r.r;;:act of litigation through regulatioi1 of les,al fees 

and severe restriction of contingency fees, 

I 
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fera:>ly with their previous enplcyer, 

§ A r;-.ore: discriminating experience rating systen takinq into 

account ree8)?loya7lent l1istory cs well as s,.fety; 

§ Better inforwaticn for use ~y State nedic2l pc.11els of experts for de-

§ 

termining co~penc.:mility of cccu_::::a.tional dise2.ses, 

Exten6ing covera9e to az nany workers as can fc2sfuly 

ha.,dl,?d af~inistratively, 

§ Inte.grztion of workers' co;ri:;:,ensation wit.½ our other social 

insur2..i.1ce systews, thereby better ir?.terr.alizing · in wor!(ers' 

cor,~nsation the costs of accidents imd injuries, c:n.:1 re-

ducin9 the burden on. the other systems • 

. ~..doption of the recc;~ • .endations in this report will re,~ire 

ir.cr2ased attention to.the administration of the systen anj pro~bly 

iDcrease .::tate ad7iinistrativ~ costs. :-:"e reco::~ena that ack",inistrat'ive 

costs be financed by a tax si..rcharge or. wcrkers 1 co:r:ipensation 9rerriiuTJS 
-

or their equivalent in the case of self-insurers. In Gany States, 

consiaerable revenue is derived from these neans; how:.?ver, ti.'1ese 

revenues are so1:·,2tit-res adC:ed to_ the general revenues of the State. 

The intent of the reco:rr.:-.endations in this report is to correct 

serious deficiencies in workers' coqr-...ensation. They represent a 

challenge, yet one that 1:,ust be 1:iet if ti.'1e S'JSter.; is to achieve it3 

o!:.jeetive::.. ~--~e hope an.:l e::-:pect that the insurance ir.dustry uill rise 

to ~t the cr.,llensc, a..,a work cocper?..tively .. lith the States in ir.,;>rcving 

t:-:e .syster.,. If \:orkers' co:.\:e~:-:;:i.ticn is tc rr.ove to.12,rc; gr Eater C:flttity, 
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9rec:.ter efficier,cy, ana r.:ore conr.:,lete covera9-e for those i!~ injure:i 

and diseased fror.0 their wori~, cooperation ai7.ons_: the Pederal Coverr,.T.ent, 

Stat~ governr::tents, and the private zector will be necessary • 
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department for the Hartford Insur­
ance Group, Phoenix, Ari1.ona; and 
as an actuarial analyst for the State 

. Compensation Fund of Arizona. 

The Chairman of the Commission 
has served as a member of the Board 
of Graders, as editorial consultant, 
and as director of curriculum devel­
opment for the American College of 
_ife Underwriters. He was assistant 
rofessor of insurance and finance at 

the University of Nevada, Reno, at 
the time of his appointment as Chair­
man of the Nevada Industrial Com­
mission. 

THE COMMISSION 

Claude S. "Blackie" Evans was ap­
pointed Commissioner Representing 
Labor on S, ptember 16, 1971 and 
reappDinted on September 16, 1975. 
A native of the mid-west, he was 
born in Joplin, Missouri and came to 
Nevada after graduating from high 
school in Galena, Kansas in 1953. 
An 18 year employee of Titanium 
Metals Corporation of America, at 
Henderson, Nevada, he had achieved 
the position of training operator at 
the t,me of his appointment to the 
corn mission. 

He has served the United Steel 
Workers of America, local 4856, in 
all capacities from committee mem­
ber to president. He was elected Vice 
President in 1962 and President in 
1963, 1965, 1967 and 1970. On the 
International Union level, he has 
held the positions of Organizer and 
Coordinator of District 38 (15 West­
ern States). In 1968, he was ap­
pointed to the AFL-CIO Committee 
on Political Education. 

James S. Lorigan was appointed 
Commissioner Representative of 
Employers on August 1, 1973. Com­
missioner Lorigan is a native of San 
Francisco, California. He is a gradu­
ate of St. Mary's College in Califor­
nia. He has been engaged in the 
insurance industry for 30 years. 

His insurance experience began in 
1946 as a claims adjuster for Farm­
ers Insurance Group. In 1949, he 
became Assistant Claims Manager; 
in 1953, Branch Claims Manager; 
and in 1967, he became an agent 
and broker for Farmers Insurance 
Group. 

He is past President, Reno Oaims 
Association, Charter ?,,:-,~ident of 
Reno Traffic Survival ::;c:hool, and 
Northern Nevada Chairman of West­
ern Insurance Information's Speak­
er's Bureau. He has also served as 
President of the Nevada Safety 
Council. He and his family have 
been residents of Reno, Nevada since 
1956. 

Commission Office Phone Numbers 
(Area Code 702) 

Carson City: 885-5245 

Las Vegas: 457-0353 
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THE FUND 

The Nevada Workmen's Compensation Act, 
Chapter III, Statutes of 1913, was passed 
and approved on March 15, 1913. The act 
Has elective to every employer in Nevada, 
including state, county, municipal corpor­
ations, school districts and city govern­
men ts. Any emp layer \•1ho rejected the 
provisions of the act Has deprived of the 
common law defenses. Workmen's compensation 
became compulsory in Nevada in 1947. 

The Nevada Industrial Commission is an 
exclusive state fund directed by three 
commissioners, each appointed for a term 
of four years. The ccr.;missioners are 
respons·ible for the :ministration of the 
l'levada Industrial IrL;urance Act (HRS 616), 
the Nevdda Occupational Diseases Act 
{HRS 617) passed in 1947, the Nevada Occu­
pationa. l Safety and Health Act (NRS 618) 
passed in 1973, which supersedes the 
Nev,_,da Safety Act of 1955 > and the State 
Mine Inspectors Act (NRS 512). 

In addition to directing the operation i the agency, tile co.nfilissionP.rs are res 
ble for investment of NIC funds, estab sh­
ment of rremium ra~es, superv1s1on of the 
adjudicat on of claims, and functioning 
as the ap0ellate board at the first level 
of appeal beyond the claims department. 
An appeals officer, provided for by 
Section 616.542 of the Nevada Industrial 
Insurance Act, serves as the claimants' 
final appeal under the Nevada Administra­
tive Procedures Act. Judicial review is 
limited to evidence presented to the 
appeals officer. 

THE OPE RAT I ilG INFORMATION 

Premium 

Premium income for the fiscal year 0ndin1 
June 30, 1976 totalled $53,626,736. Thr::'c 
were 16,186 inslffed employers at the end 
of fiscal 1976. 

• NEVADA INDUSTRIAL COMMISSION 

~ca~s L_~ccr 
Net NIC employee 
NRS 616.542 



. ClJ.drrs Experience 

umber of claims registered in FY 1976 
932) represents a 13.6 percent increase 
the previous year's 36,926. Benefit 
ses incurred amounted to $53,294,980 

in fiscal 1976. Claims adjustment proce-
dures are performed in the Carson City and 
las Vegas offices. 

Premium Rates 

Premium rates are established by the Nevada 
Industrial Corrrnission and are reviewed 
annually by an actuarial consulting firm. 
The loss experience of all policyhoJders in 
an industry classification is compared with 
the premium paid. The rate level for each 
industry classification is then adjusted so 
that earned premium will approximate the 
expected claim and administrative expense 
chargeable to the classification during the 
coming year. 

Merit Rating 

NIC policyholders whose average monthly pre­
mium amounts to $120 or more are included in 
the experience rating plan. The modification 

'

tors derived from the plan are used to 
ify the manual rate paid by individual 
icyholders and can range from a 40 percent 

credit to a 40 percent debit rating. 

Investments 

Broad investment authority is conferred upon­
the Corrmission by statute. A nationally 
recognized investment manager is retained to 
manage the investment program and the Conmis­
sion's independent consulting actuary prepares 
quarterly reports to assist the Corrmission in 
measuring the effectiveness of the investment , 
program. 

Benefit Levels 

The benefit structure is based on the average 
monthly wage. The benefit rate is adjusted 
annually. Maximum compensation for temporary 
total or permanent total disability or death 
is 66 2/3 percent of the "average monthly 
w-.." "Average monthly wage" means the 
l9Jer of the monthly wage actually received 

·1the employee on the date of accident or 
ness or 150 percent of the state average 
thly wage. In fiscal 1977, the state 

average wage is $807.33, the maximum con­
sidered wage is $1,211.00 per month and 
monthly maximum compensation is $807.33. 

Adjudicating Authority 

.. 

Claims examiners have the authority to act 
as settlement officers for permanent 
partial disability. A hearing examiner 
within the Claims Department hears all 
cases which examiners are unable to settle. 
Appeals from Claims Department dispositions 
are heard first by the Commission, and if 
not resolved are then heard by the Appeals 
Officer. The Appeals Officer is appointed 
by the Governor and is independent from 
the Nevada Industrial Commission. His 
decisions are binding on the Commission. 
Appeals of his decisions are limited to 
judicial review of the records. 

ACCIDENT PREVENTION 

The Nevada Industrial Corrmission administers 
the Nevada Occupational Safety and Health 
Act of 1973. The 41 employees who work 
in the Department of Occupational Safety 
and Health are employees of the Nevada 
Industrial Commission. The department 
exercises policing and enforcement powers 
and offers consulting and training services 
to employers upon request. 

The office of the State Inspector of Mines 
became a department within the Nevada 
Industrial Commission.in January 1975. 

REHABILITATION 

Provision of rehabilitation services as a 
workman's compensation benefit was made 
possible by the 1973 legislature. The 
Department of Industrial Rehabilitation 
was organized within the Nevada Industrial 
Commission effective July l, 1973 and is 
operating statewide with administrative 
personnel in the division located in the 
Commission Offices in Carson City and fully 
operable rehabilitation units in Reno and 
Las Vegas offices of the Nevada Industrial 
Commission. 
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A master plan for a Physical Rehabilitation 
Center has been developed for construction in 
Las Vegas. A location has been acquired and 
construction is in progress. Completion date 
is April 1978. A rehabilitation clinic will 
also be operable in Washoe Medical Center in 
Reno in 1976. 

The Physical Rehabilitation Center is a new 
service to the workers of Nevada initiated 
and operated by the Nevada Industrial 
Commission as a part of its insurance program. 

The new center will be designed to service 
medical and therapeutic programs developed to 
reduce the physical and psychological effects 
of disabling occupational injuries, and to 
provide workers having occupational handicaps 
with new adaptive vocational skills that can 
provide meaningful employment and economic 
security. 

MEDICAL-LEGAL 

The Nevada Industrial CoITJ11ission employs a 
Chief Medical Advisor and four Medical Advis­
ors who act as medical consultants to the 
Commission and Claims Department. The medi­
cal advisors assess residual disability for 
a 11 awards. 

Legal work for the Nevada Industrial Commis­
sion is executed by three attorneys employed 
by the Commission. 

NIC GROWTH 

Growth within the Nevada Industrial Commission 
has been steady. There are more than 16,500 
policyholders at the present time. Underwrit­
ing and industry classification are responsi­
bilities of the Employer Accounts Department. 
The Field Audit Department audited approxi­
mately 40 percent of the insured employers 
in the past fiscal year. The NIC Data 
Processing Department is now in a major system 
overhaul including data base management that 
will implement teleprocessing in each NIC 
department. 

The Commission now has 348 employees. A 
Personnel Officer was employed in 1975. His 
department, which absorbed the Infonnation 
and Training Department is now responsible 
for Personnel t Public Relations and Training 
services. 

., 
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CIBJCK WHITE, NEVADA FARM BUREAU 

BOB PEI'RONI, NITORNEY AT LAW 

GIBN TAYLOR, 

BOB GUINN, NEVADA MOTOR TRANSPORT' (retired) 

DARYL CAPURRO, NEVADA JVKYIDR TRANSPORT 

ROWLAND OAKES, ASSOCIATED GENERAL CONTRACTORS 

WALLIE WARREN, FIRST NATIONAL BANK 

WILLIAM CAMPBELl.,, RESORI' OWNERS ASSOCIATION 

E. D. BLACKBURN, TITAMIUM MEI'ALS CORPORATION 

BII.L GIBBENS, GIBBENS COMPANY 

BUD MENELEY, CORROON & BLACK/MENELEY & AMES 

PEI'ER. CHASE NEUMANN, ATrORNEY AT LAW 

WARREN GOEDERI', ATrORNEY AT LAW 

• DON HILL, HARRAHS 

JOHN GIANATTI, HARRAHS 
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WORKER'S COMPENSATION 
RECOMMENDED BY THE NEVADA INDUSTRIAL COMMISSION 

You are invited to address any questions regarding the proposed legislation to 
John Reiser, Chairman of the Nevada Industrial Commission, telephone 885-5284, 
515 East Musser Street, Carson City, Nevada 89714. 

The following legislative proposals will not generate any additional premium 
rate increase to employers. 

Definitions - NRS 616 - Nevada Industrial Insurance Act 
NRS 617 - Nevada Occupational Diseases Act 

NRS 616 ( l) 
and 617 

SB 3 

NRS 616 (2) 
SB 4 

NRS 616 (3) 
SB 5 

NRS 616 (4) 
and 617 

SB 6 

NRS 616 (5) 
and 617 

SB 7 

NRS 616 ( 6) 
SB 8 

NRS 618 - Nevada Occupational Safety & Health Act 
'NRS 512 - State Mine Inspector 
NRS 624 - Contractors 

PROPOSED AMENDMENTS TO EXISTING STATUTES 

Temporary limited appointment of handicapped persons. Authorizes 
NIC to certify handicapped person for temporary limited appoint­
ments in state employment. (A rehabilitation tool) 

Hernia 
Eliminates special provisions relating to hernia. Hernia will be 
treated as any other job related injury. 

Time Deposits 
Clarifying language regarding types of securities which NIC may 
accept in lieu of cash for advance premium deposits. Adds Time 
Deposits in Nevada banks as an additional category. 

Subpoenas 
Clarification of the language relating to NIC's authority in issuance 
of subpoenas. 

This bill extends compulsory industrial insurance and occupational 
disease coverage to agricultural employment. {To fulfill one of the 
essential recommendations of the National Commission on Worker's 
Compensation.) 

Regulation of Uninsured Employers and Medical Care Fees. Clarifying 
language regarding the Commission's right to recover from an 
uninsured employer, compensation paid on behalf of a worker injured 
in his employ. (Purpose: To recover costs from responsible party~ 
rather than finance them from insured employers' premiums.) 

Clarifying language regarding the NIC's authority for regulation of 
medical fees. Specifies that medical provider has recourse against 
only NIC, not the claimant, for any differences between the amount 
billed and the amount paid based on NIC's fee schedule. 
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INTRODUCTION 

The purpose of this report is to examine the purpose and functions of the 

Nevada State Dairy Commission and its influence on the dairy industry in providing 

milk to Nevada consumers. 

The marketing of milk is perennially beset with problems even though many of 

the current problems may not be the same as those when the Dairy Commission was 

initiated. 

Much of the pro and con discussion of the need for passing new laws or 

abolishing old ones has been based too often on emotion or limited information to 

be valid for long-run public policy. 

Specifically this report will deal with such concerns as: 

1. 

2. 

3 . 

4. 

What conditions existed that established the Dairy Commission in Nevada? 

What is the purpose and functions of the Dairy Commission? 

Has this agency 8ff Pc-tP<l pffi ciencies in ·milk production: milk distribution 

or has it perpetuated inefficiencies? 

Has the Commission stabilized milk markets and stimulated adequate milk 

supplies for consumer needs at a fair price? 

5. Recormnendations and suggestions regarding improvements in regulating the 

dairy industry in Nevada. 
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WHY REGULA TE MARKETS FOR MILK? 

Some peculiarities of milk 

The production and marketing of fluid milk has certain peculiarities that 

require special attention. 

Price controls in the fluid milk industry are usually justified on the basis 

that condit.ions in the industry are such that, in the absence of price controls, 

the industry would be characterized by excessive price instability, causing both 

producers and consumers to be subjected to high risk and uncertainty. 

L 

Two important conditions, relate to the peculiar nature of the supply an-:' the 

nature of the product itself. Milk moving off the.dairy farms is coming from cows 

that must be milked twice a day. Thus there is a daily, unrelenting supply of milk 

which must be moved through marketing channels to the consumer's table. Further, 

milk is bulky and highly perishable. It cannot be stored for any period of time and 

because its production cannot easily be turned off and on to fit the demand, the 

. • marketing system frequently ot ten runs inco crouble wiLh milk. prices. 

' 

On the demand side, milk is considered an essential food by most families. 

Consumers spend more. than $21 billion a year on milk and dairy products or about 

13% of their total food budget. Consumer demand rises and falls from day to day and 

from season to season. Milk consumption increases in the fall and winter and decreases 

in the spring and summer. This demand is just the reverse of the high and low seasons 

for milk production. Such conditions are highly conducive to an unstable market which 

cause wide fluctuations in milk prices. The instability in the market works an 

unnec·essary hardship on those who depend· on milk for a living and. those who depend 

on it for food. 

Other conditions of the fluid milk industry that justify price control relate 

to the structure of the industry. There are, for example, a large number of milk 

producers compared to a relatively small number of large milk processing firms and 

supermarket chains which, in the absence of effective controls, could exploit their 

position in the market at the expense of the many small producers and consumers. 
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By reason of the above conditions, the U. S. dairy industry has a long history 

price controls. Currently, about 80 percent of the fluid grade milk moving into 

processing plants is regulated by Federal Milk Marketing Orders. Nearly all of the 

remaining milk is regulated by one of the 18 State Marketing Orders. In some states 

such as Nevada, both the Federal Marketing Order and the Nevada State Dairy Commission 

function. 

It must be noted the salient feature of any milk price control is to stabilize 

milk marketing. The ultimate objective is (a) provide a reasonable return to the 

producer in relation to prevailing economic conditions and, (b) assure consumers of 

an adequate supply of wholesome milk at reasonable prices. 

It is well accepted by many that the use of price controls have contributed to 

these goals. But price controls improperly set or ~dministered can also produce such 

negative effects in (a) stabilizing prices at levels higher than justified, (b) encourag~ 

• ing small and inefficient producers and processors to ;:-emain in business. While these 

are difficult to evaluate, hopefully this report may be helpful. Is there a need 

' 

of some form of price control in Nevada - to assure a viable dairy industry in the 

state to supply wholesome milk at a reasonable price to Nevada consumers. 

2. Conditions within Nevada that brought about the Nevada State Dairv Corrnnission 

The dairy industry in Nevada is essentially located in three distinct geographic 

areas. Each exist as an unrelated area to the others. All areas are and have been 

fluid milk markets. These geographic areas are:. 

Western area - Reno milkshed with dairy farms principally located in Churchill, 

Douglas, Lyon and Washoe counties. 

Southern area - Las Vegas milk.shed with dairy farms located in eastern Clark 

County and Lincoln County. 

Eastern area - Elko-Ely milkshed with a small number of dairy farms located in 

Lund, White Pine County. 
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One of the conditions that affects the dairy industry in Nevada is its size -

scale of operations within each area. In 1959, shortly after the Hilk Commission 

b~g;m to set mill: prices, the total annual yield of 110 million pounds of milk 

represents a f.1irly small market as compared with several of Nevada I s adjoining 

state market areas. Further, only about 31,000 gellons of milk were sold per day 

as Cl.::tss I milk which was processed and distributed by 15 different plants. By any 

measure a small industry, but important in that it supplied milk to the Nevada 

consumer and was an important economic asset to the rural counties in which 111i1 1: 

was being produced. 

The following table gives some information relative to size and characte~istics 

in 1959 and 1976. 

Western Area Southern Area Eastern Area 
1959 1976 1959 1976 1959 1976 

No. Producers 113 49 37 13 14 7 

No. Processors 10 5 4 'l 1 0 .J 

Estimated Class I 
Sales (Gal/day) 14,000 21,250 15,500 30,000 1,170 2,115 

Retail Price -
1/2 Gal. Homo. .50 .72 .50 .72 .56 .79 

Producer Price 
(Class I) 5.36 9.48 5.60 9.48 5.74 10. 74 

(Data obtained from Nevada Milk Commission) 

In any milkshed there is always a large number of producers and a relative 

small·number of processors. The pasteurization and bottling and distribution of 

milk are operations that require large investments in machinery and equipment. With 

fixed costs making up a large share of total costs, the econor::.ics of scale in thes·e 

operations are significant ("Marketing Margins in Costs for Dairy Products, 11 

U.S.D.S. Technical Bulletin 936 1946). 

In an "uncontrolled m.:irkc•t" this clq;rcc of concentration provides milk proct·:.: ,)r:, 

CC'rtain advantages. Because they arc few in number, they are nble to set prict· to 
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producers and hence have a bargaining advantage. The small volume market and the 

necessary plant volume of milk needed -to offset high fixed plant costs served to 

intensify competition between processors. Under such conditions many processors 

provided rebates, discounts, or other incentives as a normal business method to obtain 

a greater share of the market. Retail business through stores and restaurants as 

well as supp~ying dairy products to schools, institutions and government bases were 

awarded to the processors providing the largest discount. As the volume of business 

of the individual r-ocessors business ebbed and flowed depending on their ability 

to undercut competition, ·so did the price of milk paid to the producer. Each processor 

regulated his supply of milk to meet demand by adding or dropping producers overnight. 

Marketing conditions were very competitive and unstable. Producers had to 

accept the price offered or dump their milk. Supply and demand for fluid milk was 

out of balance and the producers who had recently been required to invest heav~ly 

orr,,; nfl'IOT"t +­-~--t""---. ... - to meet rn.ore stringent Nev::irl::i St;:it,c, HP;:il th n~(!nire-

. I ment"s, faced economic disaster. Processors under such conditions also found the 

I 

business to be unsettled. Further the price of milk paid by the consumer was about 

twenty cents per quart which was comparable to other markets outside Nevada. 

This was the general economic environment of the dairy industry in the fifties. 

A classic example of the need to provide some control to the milk market. TI1e dairy 

producers, in order to achieve some stability, were instrum_ental in seeking the help 

of the State Legislature. As a result, legislation was passed in 1955 and amended 

and revised in 1957 (NRS 584.175 to 584.179 and 584.325 - 584.690 inclusive) to 

establish the Nevada State Dairy Commission. The historical basis for the Commission 

was to achieve among other objectives, the following: 

(1) To insure an adequate supply of wholesome milk at competitive consume1 prices. 

(2) To maintain an economically sound dairy industry and maintain channels for 

orderly m3rketing. 
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Legislature chose to recognize the business to be of public interest (NRS 584.3~5) 

stated accordingly. 

(1) Fluid milk and cream are necessary articles of food for human consumption. 

(2) Production and maintenance of an adequate supply of healthful milk of proper 

chemical and physical content free from contamination and vital to health 

and welfare. 

(3) Production, transportation, processing, storage, distribution or sale of 

fluid milk and cream in the State of Nevada is an industry affecting public 

health and welfare. 

(4) It is the policy of this State t_o promote, foster and encourage intelligent 

production and orderly marketing of commodities necessary to its citizens 

including milk and to eliminate speculation, waste and improper marketing, 

unfair and destructive trade practices and improper accounting for milk 

purchased from producar. 

• The policy was to be accomplished by the Nevada State Dairy Commission, composed 

of nine members representing consumers, retailers,·processors and producers. The 

Corrnnission was empowered to develop methods and procedures to achieve the objectives. 

The basic tool used to accomplish the objectives is setting of prices - at the producer, 

processor and consumer level. Currently the presumption seems to be that the issue 

of price is the singular ultimate concern of the Dairy Connnission rather than as a 

means to achieve an adequate supply of milk for consumers with a fair return to 

producers, processors and retailers. 

The purpose of this report is to examine the dairy industry to determine 

(1) does the Nevada State Dairy Commission serve the purpose for which it was 
. 

established, (2) -what functions should the Commission carry out, and (3) wh.:i.t 

- recommendations or suggestions are to be made that would help a state regulatory I agency to be more effective in Nevada. 
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SIZE AND EFFICIENCY OF NEVADA DAIRY FARMS 

Dairy Producers and the Nevada State Dairy Connnission 

Milk must be produced before it can be consumed. It must be produced efficiently. 

It must be produced in sufficient supply to meet consumer demands. It must be 

produced so that it is wholesome and of high quality. It must bring sufficient 

economic returns to the producer. The production of an adequate supply of wholesome 

milk is basic to an efficient dairy industry and to help meet the nutrition needs of 

the general public. 

It may be too simplistic to examine the production of milk as an independ~nt 

element of the dairy industry. It is understood th_e strong interdependence of the 

producer, processor, retailer and consumer - what affects one has a resultant effect 

on the others. However, there are certain conditions and situations that directly 

affect the producers and only indirectly affect the other segments. 

2. Efficiency of Producing Milk In Nevada 

When the Dai_ry Couunission was estnblishcd .;+- :.-.T ... ,. ,..1,,,...,..1" c,f-,of-o~ t-1,:,t- f-h<> ni-ir-,:, .,._,. •• ...,...., _.,_...,. __ J ...., _____ -·--- ----· r--·-·· 

paid to producers should not be set so high to encourage the inefficient producer to 

stay in business. Further, the method to determine production costs should be sound 

and appropriate and must be representative of sound dairy production management. If 

not, a higher price for milk will result which would be detrimental to the entire 

industry and result in a higher price to the consumer. 

The gross efficiency of producing milk in Nevada can be measured by the effect 

on the number of producer_s, number of_ dairy cows, production of milk per cow and the 

total •milk· produced ·in Nevada during the past twenty-five years. This information 

is presented in Table I. 
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TABLE I 

NEVADA MILK PRODUCTION DAT!~ 1950- 74 

Number No. Cows Lbs. Milk Milk Production 
Year Producers Milked Per Cow [Mil lion Lbs. 2 

1950 354 l 15,000 6,050 91.0 

1955 232 14,000 6,240 87.0 

1959 164 1 15,000 7,330 110.0 

1963 134 14,600 8,360 122.0 

1964 128 
1 14,000 9,220 129.0 

1965 120 13,900 9,640 134.0 

1966 112 13,400 10,000 134.0 

1967 
.. 104 2· 13,500 9,930 134.0 

1968 100 13,700 10,0ZO 137.0 

1969 96 13,800 10,072 139.0 

1970 91 13,900 10,216 142.0 

1971 86 13,900 10,144 141.0 

1972 82 2 14,000 10,362 143.0 

1973 78 2 13,900 10,435 144.b 

1974 72 14,000 11,929 167.0 

Source: Milk Production 1955-74, U.S. Department of Agriculture, 
Statistical Reporting Service 

1) U. S. Census Data 

2) Novada State Dairy Cormnission Data 
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The number of producers in Nevada· since 1950 show a dramatic decline from 

354 to 72 producers in 1974. The information also indicates that the number of 

dairy cows has remained fairly constant (14, 000-15, 000) but the total milk produced 

• 

' 

by ft,wcr producers shows an increase from a total of 91 million lbs. produced in 

1950 to 167 million lbs. in 1974. 

1be increase in total milk produced in Nevada is due to higher production levels 

per cow. Improved management of dairy herds has resulted in milk production per cow 

jumping from 6,050 1.bs. in 1950 to 11,929 lbs. in 1974. This production level is 

considerably above the 1974 national average production per cow of 10,286 lbs. 

'The information also discloses that a fourfold increase has occurred in the 

aver~ge size of the dairy herd, ten times more milk is being produced per Nevada farm, 

all of which implies that the total investment and operating costs have increased 

significantly. Most of the 72 dairy farms are family owned and operated. It is 

cstimiited that these .C--.:, •• 
J..c::u..u-L..i..y owued dnir:y- farms have 20 million dollars in·vested in 

dairy cattle, facilities and equipment for the operation. A recent study by the 

University of Nevada (Table II) in 1976 shows that a typical western Nevada dairy 

operation.requires over a quarter of a million dollars invested. In addition, this 

fami 1 ~· operation requires an estimated annual operational budget of another $200,000. 

Producing milk is a.high investment business. The large capital outlay and the 

high operational costs offer little encouragement to an individual getting in or out 

of the business easily. Good dairy operations require sound management of all 

resources, any mistakes in the man.:1gement of the herd or in marketing of the product 

are· t•xtremely costly. . 

165 



'T 

' 
TABLE II 

-• 

I 

TYPICAL WESTERN NEVADA DAIRY FARN INVES1NENT 

Land ($1236.22 per acre) 5 acres 

Employee housing 

Feed mill & feed storage 

Milking parlor, equipment, holding pens 

Livestock housing 

Feed Bunks & Corrals 

Vehicles and Fa1;ffi_Equipmeut 
. ,-. 

Culinary Water System 

Livestock: 

~ows 158@ $466.50 

Heifers 82@ $361.00 

BuLl 1 @ $1,537.50 

Calves and yearlings 106@ $80.40 

Total 

Cost per cow (158 cows) 

(Does not include quota or standby allowance) 

$ 6,231.10 

18,000.00 

43,971.42 

39,971.80 

10,664.28 

7,815.62 

32,345.00 

2,869.00 

73,707.00 

29,602.00 

1,537.50 

8,522.40 

$275,237.12 

1,742.00 

College of Agriculture, University of ~evada Reno, 1976 

This information indicates that the price received for milk produced as 

determined by the Dairy Commission was not at a level to encourage inefficient 

producers to remain in business as once feared. In fact, Nevada dairy farmers are 

ranked within the top five states in the country in mil)c( produced per cow. 
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NEVADA DAIRY COMMISSION AND PRICE RECEIVED BY NEVADA PRODUCERS 

There are two basic uses for milk in the market. Milk is classified according 

this usage. Class I milk used to meet the fluid milk demands and usually connnan<ls 

the highest price. Milk in excess of Class I demands flows into Class II for use in 

cottage cheese, ice cream, etc., or into Class III for butter, cheese and dried milk. 

Nevada is primarily a fluid milk market with limited plant facilities to handle 

manufactured dairy products. 

In conducting public hearings, the Nevada Dairy Commi~sion, emphasizes setting 

minimum Class I price to the producer. This price, while important, is but one 

factor that determines what a producer receives for his milk. The price received for 

producer's milk is dependent on - the minimum price received for milk used in Class I, 

II and III, and the amount of milk marketed in each class. _The most important price 

received is that price received for aLl milk marketed or the blend price. It is this 

price that determines the producer's financial position. The Class I price, the price 

the producer received for milk and the difference per cwt milk is shown in Table III. 

The Nevada Dairy Commission has provided greater stability to the producer's 

·position than ever before. It- is generally agreed by Nevada distributors and producers 

alike, that regulated producer price serves to provide stability to the entire industry. 

Hence, the Dairy Commission in carrying out its function to encourage adequate and 

economical production of milk, must consider more carefully all factors that influence 

blend price received by the producer. 

1. Determining Class I, II and III Minimum Milk Price 

In 1957 the.State Legislature empowered the Connnission to set minimum milk prices 

for all classes of milk. The intent - provide a reasonable return to producers to 

assure an adequate supply of milk for Nevada consumers at a reasonable price. 

Most milk markets in the country, either state or federal agencies set minimum 

I
I prices for different uses of milk. Regulations exist at the federal level through 

Federal Marketing Orders and at the state level through State Boards or Commissions. 
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CLASS I PRICE AND BLEND PRI AID NEVADA PRODUCERS 

Average Average 
Class I Blend Price 

Western Nevada Price/Cwt Per Cwt (1) 

1966 $6.00 $5.22 
1967 6.00 5.52 
1968 6,00 5.58 
1969 6,00 5.90 
1970 6.35 6.19 
1971 6.35 6.07 
1972 6.35 6.16 
1973 7.27 7.08 
1974 9.09 8.94 
1975 (April,May,June) 9.46 9.10 

Southern Nevada 

1966 $6.13 $5.57 
1967 6.13 5.65 
1968 6.13 5. 77 
1969 . 6 .13 5.80 
1970 6.48 6.22 
1971 6.48 5.98 
1972 6.48 5.99 
1973 (2) 8.06 7.04 
1974 9.44 8.42 
1975 (April,May,June) 10.03 8.28 

(1) Blend price adjusted by Bf . 

. (2) Lake Mead Federal Marketing Order started 8/1/73 ... 
·<:', 

r;z; Data from Nevada State.Dairy Commission 

Di~ference 
Per Cwt 

$-0.78 
. -0.l~8 

-0.42 
-0.'10 
-0.16 
-0. 28 . 
-0.19 
-0.19 
-0.15 
-0.36 

$-0.56 
-0.48 
-0.36 
-0.33 
-0.26 
-0.50 
-0.49 
-1.02 
-1.02 
-1. 75 

1966-75 

Percent of Usage 
Class I· Class II Class 

79.4% 8.9% 11.7% 
77 .8% 5.3% 16.9% 
77.8% 6.4% 15.8% 
86.9% 6.8% 6.3% 
86.0% 6. 7% 7. 3';, 
82.8% 6.9% 10.3% 
85.3% 8.0% 6.7% 
87. 7% 8.3% 4.0% 
85.4% 8.0% 6.6% 
87.2% 7.7% 5.1% 

88.3% 10.4% 1.3% 
88.9% 9.2% 1.9% 
92 •. 9% 6.3% 0.8% 
91.1% 7.7% 1. 2% 
92.6% 7.2% 0.2% 
88.9% 9.3% 1.8% 
85.1% 10.1% 4.8% 
83.0% 9.7% 7.3% 
63.1% 6.1% 30.8% 
57. 9% 5.3% 36.8% 

--
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In some states both types of control exist. TI1is is the case in Nevada - federal 

'

orders exist in both 

a federal order, the 

the eastern and southern marketing areas of the state. Under 

minimum Class I price is set according to the price of manu-

facturing grade milk in Minnesota and Wisconsin. 

In contrast, State Dairy Commission conrrnonly sets minimum Class I price based 

on cost of production of milk. In Nevada, the Commission, through its staff, conducts 

a survey of dairy producers to determine the cost o.f producing milk on a hundred 

weight basis. To this cost is added a reasonable return on investment and this figure 

becomes the possible Class I price. A public hearing is held by the Commission, 

testimony taken, and a Class I price promulgated. 

The. Commission sets the minimum price for Class II and III without public hearings • 

. 
These prices are set by formulae based on certain manufactured dairy products in the 

Chicago market. 

The most recent cost of production figures as determined by the College of Agri-

• culture are shown in Table 4. The major cost inputs include feed costs, labor, 

hauling charges, interest and repairs. The information was obtained by interview 

and from farm records· of ten dairy farmers out of 54 in the ~estern marketing area. 

' 

Based on personal discussions with producers and distributors most agree that 

setting producer price should continue. However, there is lack of agreement on the 

part of producers whether this would be best accomplished by a state agency or 

Federal Marketing Order. In fact, the majority of Nevada producers in Clark and 

White Pine counties who are in the Lake Mead and Great Basin Federal Marketing Order, 

appear to favor a Federal Marketing Order. 

Several major objections were raised concerning the-Nevada Dairy Commission in 

setting producer price. This is particularly true in the western marketing area 

where the Commission is the singular agency. A common complaint was the slow response 

to change in costs, especially feed costs. The procedures t~at are legally followed 

by the Conunission are cumbersome and time consuming. Conducting production cost 

surveys, scheduling public hearings and the time involved in promulgating a new price 

may take from four to six mon;hs. 169 
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COST OF PRODUCING MILK PER COW ON TYPICAL WESTERN NEVADA DAIRY FARM - 1975 (1) 

ITEM 

Feed: 
Hay (2) 
Grain (3) 

Non Feed: 
Labor (4) 
Hauling 
Interest 
Repairs 
Death Loss 
Taxes 
Fuel 
Utilities 
Pooling 
Veterinarian-Medicine 
~upplies 
Breeding Fees 
DHIA 
Insurance 
Accounting 

Depreciation 
(Buildings, Equipment) 

Less Livestock Sales 

Total Cost/Cow/Year 

NOVEMBER 1975 

$639.26 
241.38 

$261. 28 
55.92 
33.48 
26.45 
25.11 
24.39 
18.91 
17.96 
13.60 
11. 97 
11.31 
10.80 
9.59 
8.83 
3.1+5 

$ 59.49 

.$ 67.20 

$ · 880.64 (62%) 

$ 541.66 

$ 601.15 

$ 533.95 (38%) 

$1,414.59 

(1) Average herd size, 158 cows producing 13,864 lbs. milk. 

JANUARY 11976 

$780.18 
248.88 

(2) Average total hay cost per year (1975 - $62.27/T; 1976 $76/T) 

(3) Average total grain cost per year (1975 - $123.66/T; 1976 $127.50/T) 

(4) Based on hired labor costs and estimate of family labor 

$1,029.06 (66%) 

$ 533.95 (34%) 

$1,563.01 
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. Some cost factors shown in Table 4 are subjected to fairly rapid change including 

labor, fuel, utilities an<l especially feed costs. In view of the fact that feed costs 

usually make up o~er 50% of the total cost, any marked change in price would l1ave an 

immediate effect on production cost. As an example, the information in Table 4 shows 

feed costs in November_l975 were 62% of the total costs and by January 1976 had 

increased to 66% of the costs. 

There is considerable interest throughout the country in adopting a formula to 

price Class I milk. The National Milk Producer: Federation has been a strong advocate 

for formula pricing. The Federation suggests that such a formula include three 

factors: (1) Minnesota-Wisconsin price weighted 60%, (2) index of prices paid by 

formula - 20%, and (3) dairy feed costs weighted - 20%. The Board of Milk Control 

of Montana uses a fcrmula for Class I price that includes alternative opportunities 

open to milk producers such as prices received by ·beef cattlemen and producers of 

alfalfa hay.. Tnes~ a~ ~1ell &ti otl1t'1.4 formulas should be caTeftill:r ccnsidc:red b:,.,. th~ 

Connnission as a means to set Class I price. Such a formula could be more objective 

and responsive to economic change up or down affecting the cost of producing milk 

in Nevada, and require less time. 

Reconnnendation: 

It is recommended that a flexible, economic formula to determine Class I price be 

established. 

2. Market Usage of Milk 

In addition to the price of milk as set by the Commission, the usage of milk 

going into the market is very important in determining the blend price received by 

the producer for his milk. For this reason it is necessary to understand the implica­

tions of market usage. 

About sixty years ago, most milk produced on farms was for home and local consump­

tion and the remaining milk was sold as sour cream or butter. As farm milk production 

gradually evolved into a dairy industry, the classified system for milk began. This 
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started due to recognizing that higher quality standards were required for milk 

'

going direct for human consumption than milk to be shipped and used in dairy 

manufactured products. Producers that invested in improved barns and equipment to 

meet the higher quality standards provided the fluid milk to the market. They were 

called "Grade A Producers. 11 Producers shipping milk and cream for manufacturing 

purposes had lower quality standards, less capital investments, and received a lower 

price. These producers were called "Grade B Producers." 

The large supply of manufacturing grade milk in the country is rapidly declining 

as"Grade B Producers"go out of business or shift into Grade A production. In 1960, 

the milk produced by "Grade A Producers" was 67 percent of the total milk produced 

for all uses. In 1970 this percentage increased to 75 percent. As manufacturing 

grade milk producers, "Grade B," decline in number and supply of milk for manufactured 

pro~ucts continues to decrease the milk needed for this purpose must come from 

"Grade A Producers" or Class I sources. 

• Nevada dairy producers invested heavily in new dairy barns, bulk tanks, milking 

·machines to meet the higher quality standards as "Grade A Producers" (Class I 

suppliers) in the late 1940's. Most "Grade B Producers" disappeared at that time 

in Nevada. More of the nation's dairymen are now undergoing the same shift. 

Nevada is primarily a fluid milk market. Some milk is used in Class II and at 

times in Class III. Usually the supply of milk for Class I sales exceeds fluid milk 

demands during the summer months. This serves to increc:PSe the supply of milk going 

into Class II and III usage at that time. 

A common concern of Nevada producers is the lack of confidence in the usage of 

milk reported by distributors. The Commission requires the various distributors to 

report and account for all milk received in the plant including usage of the mi1.k, 

- Certain plants may manufacture ice cream, cottage cheese, etc., while other plants I may ship milk to another plant, or separate milk and ship the butterfat out-of-state. 
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Plants may differ as to how milk in excess of Class I is used. There is a need to 

provide greater enforcement of auditing procedures to account for total milk usage. 

The lack of vigorous enforcement has been due in part to the high percentage of milk 

I 

I 

used in Class I and thus Class II and III volume not too important and the lack of 

staff time to conduct in-depth audit procedures on a regular basis. 

Since the cost of producing milk is now less dependent on standards of quality 

and the use to which the milk finds in the market place, there is a need to consider 

one single price for producer milk. The cost of producing milk, especially .ir Nevada, 

is the same regardless if such milk is identified tn the market as Class I, II or III. 

Further, a single price for all milk from "Grade A Producers" is justified as the 

traditional Class I and II price relationship begins to change. For example, in 

December 1975 the Class II price for milk as dictated by the Minnesota-Wisconsin 

supply and demand situation for manufactured milk was $9.52 per cwt which was higher 

than tl1e Cla~t> I price of $9.46 set by· the ?~evnda' Dniry· Ccrmni::::::icn. The difference 

in price due to the heavy market demand for butterfat and powder. A single price 

system could eliminate the establishment of three minimum producer prices for the 

various classes of milk, the need to keep accurate usage of all milk entering the 

plant, and the associated enforcement and auditing procedures. 

Recommendations: 

1. It is recommended that a uniform system be established to determine milk usage 

in all plants. More frequent and closer auditing procedures be enacted to determine 

the quantities-o"f milk marketed in the various classes. 

2. It is recormnended that the College of Agriculture be requested to deter~ine the 

practicability of establishing a single price for producer milk in Nevada in milk 

markets outside of the Federal Marketing Orders. 

3. Milk Contracts Between Producer and Distributor 

The Dairy Connnission is required to have on•file a contract between the individual 

producer (may be a producer corporation) and the distributor who purchases the milk 
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As stated in the regulations - Article IV - Producer Determinations, Section A, 

llsage, Item 2 - ---"Each distributor shall assign each producer from whom he receives 

• 

I 

eiilk a contract amount which shall be the minimum quantity of milk to be purchased 

from such producer each month for Class I and II usage. Such minimum quantity shall 

be known as contract base milk." 

These contracts are useful and serv~ to keep the supply of milk in close balance 

with the demands of the market throughout the year. The contract provides stability 

to the producer in that he has a market for his milk and that the distributor has 

a dependable supply to meet market demands. 

Recommendation: 

1. All contracts be reviewed and revised where appropriate and kept current. 

2. Henceforth, each year each distributor will be responsible to initiate a 

contractual agreement with each producer (may be an individual or a cooperative) 

stating Ll1e minimum quantity cf milk to be purchased each month to meet:: the m-c1rket 

demands of that particular distributor. 

3. The Dairy Commission should determine that all producer-distributor contracts 

are current, up-dated, and on file by S~ptember 1 of each year. 
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4. Federal Milk Marketing Orders 

Federal orders presently cover about 80% of the total fluid milk marketed in 

the country. A federal order can be establ ~.shed when dairy producers, through a 

cooperative association, petition the Secretary of Agriculture to undertake the 

regulation of producer milk prices in a local marketing area. To qualify for an 

order it must be shown (1) the handling of milk is in the channels of interstate 

commerce or where such handling obstructs, or affects interstate commerce in milk, 

and (2) marketing or price conditions are such that an order is necessary or feasible 

to correct such conditions. 

Federal orders set the producer price of milk-for Class I, II and III usage. 

A federal order does not set wholesale or retail milk prices. This is one reason 

that a number of states (including Nevada) have both State Dairy Commissions and 

federal orders involved in milk marketing. 

5. Federal Milk Marketing Orders in Nevada 

In our state, two federal marketing orders exist, the Great Basin Federal Order 

I and the Lake Mead Federal Order. In the main; the producer price is determined by 

the federal orders while wholesale and retail price is under regulations of the 

Nevada State Dairy Cormnissi:o;i,; - · 

The Great Basin Federal Order includes northern Utah and eastern Nevada. Most 

of the fluid milk comes from Utah producers. 

A small amount of milk is produced by Nevada dairymen located in Lund. These 

producers ship their milk into Utah and the Utah dairy plants ~upply fluid milk to 

such markets as· Elko·, Ely, Carlin in eastern Nevada. Eastern Nevada producers are 

satisfied with the present situation and do not believe the Nevada Dairy Corrnnission 

would be very helpful under the circumstances. 

The Lake Mead Federal Marketing Order covers southern Nevada and Utah producers. 

- The prime market is the Las Vegas area. 

I 
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Over 50 percent of the milk entering the Las Vegas market is not produced in 

Nevada. While a state has legal authority .to establish retail prices within its 

own borders, it has no authority to establish producer prices for milk imported from 

outside the state. Since the Anderson Dairy Plant provided the market for the Utah 

producers, it was able to set a price for such milk independent of state regulations. 

This gave Anderson a competitive advantage over other Nevada milk distributors. It 

also reduced the volume of milk of Nevada producers going into Class I sales. 

A joint effort on the part of producers in both states (except Anderson producers) 

eventually resulted in the establishment of the Lake Mead Federal Marketing Or~er in 

August 1973. Utah dairy farmers shipping milk into Anderson were in a difficult 

financial bind inasmuch as they were receiving little more than manufacture milk 

price. While Nevada producers recognized that the greater the volume of Utah milk 

the less market for Nevada producers, this group of producers recognized they had 

little to lose and possibly much to gain if an order was established. 

The Lake Mead }!ilk Producers Cooperative serves as the marketing association for 

all Utah producers and all southern Nevada producers shipping milk into the order 

except three Anderson producers and two Hiland producers. So far as the members of 

the cooperative are concerned, there is no real need to have a State Dairy Commission. 

They are confident that their cooperative and the federal order can provide framework 

through which they can maintain a stable marketing situation for producers. 

6. Producer Price, The Nevada Dairy Commission and the Lake Mead Federal Order 

Although a federal order exists in the Las Vegas milkshed, the Nevada-·Dairy 

Commission continues to have certain responsibilities·to the Nevada producers as well 
. \ 

as setting wholesale and retail milk price. Usually, the Class I price .is set by 

the federal order. 

-I the 

The Dairy Commission may determine the Class I price for Nevada producers in 

federal order when that price is below the producers cost of production costs 
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as calculated by the Commis~ion. In the surmner of 1975 such a condition existed. 

Based on Nevada cost of production, the Commission set Class I milk at $9.33 per 

cwt. The following Class I price as set by the federal order was somewhat less: 

June 1975 - $9.33/cwt 
July 1975 - $8.53/cwt 
August 1975 - $7.91 cwt 
September 1975 - $7.89 cwt 
October 1975 - $7.99 cwt 

L.V 

Under these conditions the state agency price of $9.33 prevailed and an "up-charge" 

was declared to compensate for the difference in price. This difference can be 

attributed to the difference in the method used by the Dairy Commission and the 

federal order in setting price. The "up-charge" did create some concern by dairy 

producers in that they felt there was unequal treatment. The full "up-chargell was 

paid to the three Nevada producers who are not members of the co-op, whereas, other 

Nevada producers who are members of the Lake Mead ·Producers Cooperative had to share 

the benefits of the "up-charge" with all members of the cooperative which included · 

• the Utah producers. 

I 

A cooperative within a federal order represents all its members and as such 

is looked upon as a unit producer. As a unit producer the co-op receives and 

distributes all milk receipts to the memberqhip less deductions necessary for the 

business management and operations of the co-op. The disparity in Class I producer 

price due to "up-charge" was not related to any deliberate action taken by the 

Commission or the federal order, but to the legal procedures to be followed by 

each. 

The average blend price received by producers in Nevada for the past ten years 

is shown in Table III was discussed earlier. The information indicates the price 

trends for Class:, blend price and difference between the two prices were somewhat 

comparable in both markets until the last f~w years. Mor:e recently a much wider 

price spread is developing between Class I and the blend price in southern N~vada. 

, 
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It would appear that much of this difference· is due to a marked decrease in the 

'percentage of the total milk going into Class I use - from 85 to 90% to about 60%, 

And simultaneously a significant increase in Class III usage from less than 5% to 

around 30% has occurred. 

• 

I 

Such changes could be attributed to a marked decrease in the consumption of 

milk in southern Nevada or a greater supply of milk entering the market. An 

examination of Class I sales in southern Nevada shows the following: 

TABLE V 

FLUID MILK SALES IN SOUTHERN MARKETING AREA, BY FIRST QUARTERS 1973-197 

Product 1st Quarter 1st Quarter 1st Quarter 1st Quarter 
(Gals.) 1973 1974 1975 1976 

Homogenized 1,684,733 1,635,958. 1,766,224. 1,905,027 

2% 752,892 689,889 588,028 650,149 

Chocolate 104,192 133,909 143,878 173,498 

Skim 84,294 78,118 80,762 98,274 

Total Gallons 2,626,111 2,537,874 2,578,892 2,826,948 

The demand, or use of Class I, in southern Nevada does not show 

a decrease for the period studied, in fact, an increase occurred. Based on this, 

it would appear that a larger voluri'le of milk is entering the milkshed which accounts 

for a decrease in percentage of Class I usage and an increase in Class III milk with 

a resultant decrease in blend price paid to dairy farmers. 

It would appear that additional milk may be entering the market through other 

co-ops operating in adjoining federal markets. The procurement of,milk and marketing 

of milk is not restricted to an area within a single federal order, but on a regional 

basis to better balance the market. It is interesting to note that }1r. Vern Bingham, 

Manager of the Mountain Empire Dairymen's Association, a co-op, was quoted in the 

Western Dairy Journal, April 1976 - "The Las Vegas operation is now moving a lot 
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of milk at Class I that we would otherwise only be realizing a manufacturing price---." 

'

He was referring to a distribution business recently started in Las Vegas by this 

cooperative that has.members in Wyoming, Idaho, Nebraska and Colorado. A continued 

increase in the volume of milk from out-of-state sources will have an adverse effect 

• 

I 

on Nevada producers. 

The present Secretary of Agriculture has indicated the milk marketing system 

needs a constant evaluation. Such factors as better ways of setting Class I and 

reserve milk prices in federal orders are needed according to the Secretary. There 

is an organized effort by Congress to get involved in·milk marketing while the 

Department of Justice and Federal Trade look closely at the dairy co-ops. Undoubtedly 

in time certain improvements will be made. 

Recommendation: 

1. The State Dairy Commission continues to determine the production costs of 

producing milk by Nevada producers (on a formula basis) and when such production 

costs are out of line w;th price established by federal orders take appropriate 

action for needed adjustments. 

2. Establish closer·working relationships with the administrator and other staff 

members of the Lake Mead Federal Marketing Order on plant usage audits and other 

matters of connnon interest. 

3. One additional staff member should be assigned to southern Nevada market plus 

a half-time secretary due to the size and importance. One individual staff 

member of the Dairy Commission is now located in Las Vegas: 
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WHOLESALE AND RETAIL MILK PRICING 

Type an<l Extent of State Regulations 

Wholesale and/or retail milk prices can only be set by state regulation. 

In 1962, 14 states set retail prices, and in 1971 this increased to 16 states. 

Nationally, the volume of milk under the control of state regulations (about 

30 billion pounds), continues to be about the same as in 1968, despite the 

general increase in federal orders(1). 

State regulations that set wholesale or retail price can be divided into 

two types: 

(1) Laws which set minimum class prices at producer level and also either 

minimum or maximum prices at the wholesale and/or retail level, and, 

23 

(2) Laws which prohibit the selling of milk co wholesale and/or retail customers 

below actual cost. 

Such laws were in effect in all but 20 states as of January, 1972. Four 

• states establish prices only at the producer level, while 14 states have the 

power to set prices at the producer and wholesale or retail level. Ten states 

prohibit the sale of milk at the wholesale or retail level below costsC2). 

Some of these states prohibiting sales below costs will permit such sales, if 

made in good faith, to meet the legal prices of a competitor. Cost can be 

determined in several different ways. State regulatory agencies can require 

distributors to furnish schedules of actual product prices charged wholesalers 

and/or retailers and require the wholesaler. and retailer to substantiate the 

marketing costs; or the agency may determine a definite percentage markup that 

is to be added to the cost of the product to cover the additional costs of 

merchandising. 

I (1) USDA 1971, "Changes in State Milk Control." The Dairy Situation DS 338, ·Nov. 1971. 

(2) USDA,· HGovernments Role in Pricing Fluiq Milk in the United States." ERS, AER 
No. 229, July 1972. , 
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Various reasons have been advanced as to why minimum wholesale and retail 

milk prices were established in Nevada. At the time of establishing the 

Corrnnission, it was recognized that Nevada distributors were essential to handle 

Nevada produced milk. It was reasoned that setting wholesale and retail prices 

would: 

(1) Provide stability for the processing and distribution of milk and advance 

the growth of a state dairy industry. 

(2) Provide a local market for Nevada produced milk. 

(3) "Protect" Nevada distributors most of whom were small from "unfair out-of­

state competition •. 

(4) Provide adequate fluid milk to meet Nevada consumer demands at the lowest 

reasonable prlce. 

Perhaps one of the most important factors· that influenced the setting of 

whole~ale and retail milk price in Nevada was the fact that this was being done 

in California. 

A number of studies have been undertaken to determine the influence of state 

milk regulations on the fluid milk industry. The results of the studies reveal 

that markets in which minimum and/or max_imum prices were set by state authority 

had larger marketing margins than were markets not regulated. (1) (2) 

Is State Control of Consumer Milk Prices in the Public Interest? R. W. Bartlett, 
Bulletin 705, Agricultural Experiment Station, University of Illinois 

Impact of State- Regulation on Market Performnncc in the Fluid Milk Industry, 
C. N. Shaw, Bulletin 803, Agricultural Experiment Station, Pennsylvania State 
University 

, 
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· Data presented in the following table is representative of such studies. 

Table V. Average Fluid Milk Ma:ket{£J Margins in Study Markets by 
Type of State Regulat1.0n 

Type of State Number of Marketing Margin 
Regulation Markets Cen ,;/Half Gal. 

I 

None 41 25.80 

Sales Below Cost 17 25.08 
Prohibited 

Resale Prices Fixed 22 29.87 

The data suggests resale-price control do have higher fluid milk margins 

than markets with no state price control. It is important to note, however, 

where sales of milk below cost are prohibited by state authority, that this 

method resulted in lower marKeting margins as well. 

Logfcal questions that concern state regulations of wholesale and retail 

prices are: Has the Nevada Dairy Commission encouraged efficiency in milk 

processing and distribution, or has price setting tended to perpetuate 

inefficiency? Has it provided milk to the consumer at a reasonable price? 

25 

Have such regulations enhanced or been a barrier to per capita milk sales? 

Obviously state regulation cannot set wholesale price sufficiently high to permit 

inefficient distributors to remain in business. Nor can retail prices be set at 

a level th-at efficient distributors are prevented from offering the consumer the 

benefits of their efficiencies. Determining a fair wholesale and retail price 

for milk is difficult in Nevada for several reasons. One is the small number of 

distributors and the relatively small volume of milk handled per distributor. 

( 1) State Controlled Milk Markets, How Well Do They Perform? M. E. Hallberg, Farm 
Economics, November 1975 Issue, Pennsylvania State University 
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The large number of fluid milk products that are under price control by.the 

Dairy Commission (over 90) presents a difficult problem in enforcement. 

The Number and Size of Nevada Distributors 

The number of Nevada distributors and the estimated average Class I milk 

sales in 1959 as compared to 1976 is shown below: 

Table VI. Number and Size of Nevada Distributors 

No. of Distributors 

Average Class I Sales 
(Estimated Gal./Day) 

Western Area 
1959 - 1976 

10 5 

14,000 21,250 

Source: Data from Milk Commission Recor.ds 

Southern Area 
1959 1976 

4 3 

15,500 30,000 

Eastern Area 
1959 - 1976 

1 0 

1,170 2,115 

The total number of distributors in Nevada is decreasing. The greatest 

change occurring in the Reno milkshed through mergers and drop-outs • 
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With a decrease in the number of distributors and an increasing population, 

the total volume of milk handled per distributor still remains small. The size 

of scale does influence the cost per unit and is a factor to be recognized. 

In a discussion with a Nevada distributor it was his opinion that a minimum of 

20,000 gallons of milk per day is required to institute certain plant efficiences. 

Small volume family operated plants may survive by reason of convenience of plant 

location, local support for a local industry and labor returns·. 

The relative amount of milk handled by distributors also affects other 

innovations. At a public hearing of the Dairy Cormnission this spring, a 

representative of Safeway inferred that Nevada distributors under existing 

conditions were slow in adopting new practices. The point was made that 

consumer demand for milk marketed in plastic gallon jugs was increasing. In 

spite of this increased demand, no blow-mold machines used to manufacture plastic 

jugs were in Nevada. We then made direct contact with two companies that 
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manufacture the blow-mold machine. Both companies reported that a minimum 

demand of 25,000 gallons of milk in plastic jugs per day was needed to support 

either leasing, or the purchase of a machine of this type, Data as given in 
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Table VI. show the average total volume of Class I milk handled per distributor 

per day to be less than this. It is necessary to recognize that Nevada distribu­

tors are comparatively small volume operators. 

3. Minimum Wh:,lesale Milk Price 

Public hearings have been conducted by the Commission to set wholesale 

price until suspended by Governor O'Callaghan on October 23, 1975. Prior to 

this the Commission issued 16 orders for Western Nevada and 20 orders in 

Southern Nevada setting a minimum wholesale price. C.Ost studies were taken at 

these hearings. Some of the more important factors considered included, the 

cost of the raw milk, labor, utilities and service or delivery charge. All 

information used by Lhe Commission to set wholesale price wss_ not presented in 

the public hearings. Various other factors peculiar to a distributor's manage­

ment or operations were provided in confidence to the Commission. 

The result of these hearings and other information provided the Commission 

are then used to determine a representative distributor cost on which a whole­

sale price is set. The small number of distributors involve4 in each of the 

marketing areas raises a question whether a truly representatiye sample of the 

average distributor cost could be determined on which to set wholesale price •. 

The ramifications of this is further felt in setting retail milk price. The 

wholesale milk price as determined by the Commission is an important factor in 

setting retail, or out-of-store, milk price. 

Further, determining average distributor costs are complicated by the nature 

of their individual plant operations. Some plants ar~ basically Class I fluid 

milk handlers, while others are involved in other dairy products such as -cottage 

# 
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cheese and ice cream. Distributors are also becoming more 11 specialized 11 in the 

manner and type ~f customer served. Tne proportion of home delivery of milk has 

been drastically reduced while store distribution has increased. Some Nevada 

distributors have large supermarkets as customers, others have casinos and 

restaurants. The size of drop-off to the various customers and the type of 

service required by these customers from full-service to limited service 

delivery all influence distributors' costs. The following table gives evidence 

of this. 

Homogenized 
Half Gallon 

Sales per week 

$ 0 

100.01 

500.01 

$100 

500 

800 

800.01 and over 

Table VII. Wholesale Sales of 1/2·Gallon Milk to 
Grocery Stores by Anderson, Reno 

Unit Sales Prices 

As Filed 

0.72 net 

0. 72 less 8.35% 

0.72 less 12.5% 

0.72 less 16.5% 

Effective 
Price 

o. 72 

0.6598 

0.63 

0.601 

Percent of 
Total Sales 

1.7% 

33.0% 

9.4% 

55. 9% 

100% 

Weighted 
Value· 

$.01224 

.21776 

.05922 

.33607 

$.62529 

Determining distributor costs is complicated at best and further complicated 

in Nevada by other factors such as number of distributors, volume of milk handled 

etc. Determining costs on over 90 Class I .fluid milk products and setting a 

w~~lesale price.on these products exceeds the capacity of the present size of 

the Commission staff. Enforcement of such price regulations is impossible. 

Governor O'Callaghan's decision to suspend wholesale milk price in Nevada was· 

sound. 

In view of the limitations in setting wholesale price the following 

suggestions are made. 
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Recomrnenda ti.ons: 

1. Setting uniform minimum wholesale milk price by the Nevada Dairy Commission 

be terminated. at the earliest date. 

2. The Connnission not permit individual distributors to sell products at belm1 

costs to retailers. Each distributor should file with the Connnission a state­

ment of processing and marketing costs with supporting proof of such costs. 

3. Each distributor provide the Commission wit}1 a schedule of product prices 

charged retailers. 

4. Minimum Retail Milk Price 

• 

I (1) 

(2) 

State regulatory agencies now set retail prices in 16 states. While federal 

milk market orders are increasing, the need to augment such orders by state 

agencies setting retail milk price is well recognized and accepted. In our 

state, where two federal orders are operative and set producer price, the Dairy 

Commission does fix retail prices within the area served by the federal orders • 

The ultimate yardstick used by a consumer to measure ~fficiency of any industry 

is the price·of the product. This is true in the dairy industry as well. A high 

price for milk does not serve the public good. Studies have shown that the demand 

for milk is sensitive to milk price. When the price is above 20 cents per quart, 

the demand is elastic; that is for each 1 percent change in price, per capita 

consumption changes more than 1 percent in the opposite direction.(!) In 

assuming retail price reductions of 3, 5 and 7 cents per quart the potential 

increase in per capita milk sales in high-price markets would be: 

Potential Increase 
Price Reduction In Milk Sales (2) 

3 cents 13.2 percent 
5 cents 22.2 percent 
7 cents 31.C percent 

Potential Expansion of Sales of Fluid Milk as Related to Demand Elasticities, 
R. W. Bartlett, Agricultural Economics Bulletin 7, University of Illinois 1963 

Is State Control of Consumer Milk Prices in the Public Interest? R. W. Bartlett, 
Agricultural Experiment Station Bulletin 705, University of Illinois 1965 
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It is interesting to compare fluid ·milk sales before and after Governor 

0 1Callaghan suspended wholesale pricing and declared a 10 percent decrease in 

the retail price of milk in October 1975. To determine if the reduction in 

the retail price affected fluid milk sales, information on the volume of such 

sales was obtained from the Commission for the first quarter of each year in 

1973, 1974, 1975, and 1976. The first quarter periods of each year were used 
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for comparative purposes with the first quarter of 1976 as this period was the 

first complete quarter ~n fluid milk sales following Governor O'Callaghan's order. 

Table VIII. Fluid Milk Sales in Nevada for First Quarter of 1973-1976 

Product 

Gallons - Homogenized 

2% 

Chocolate 

Skim Milk 

Total Gallons 

% of 1973 

Product 

Gallon - Homogenized 

2% 

Chocolate 

Skim Milk 

Total Gallons 

% of 1973 

Western Area 
1st Quarter 1st Quarter 

1973 1974 

1,143,008 

606,555 

39,395 

39,752 

1,828,710 

100% 

l,1_73,851 

564,285 

34,343 

41,330 

1,813,809 

99.2% 

Southern Area 

1st Quarter 1st Quarter 
1973 1974 

1,684,733 1,635,958 

752,892 689,889 

104,192 133,909 

84,294 78,178 

2,626,111 2,537,874 

100% 96.6% 

1st Quarter 
1975 

1,190,378 

574,504 

32,286 

43,489 

1,840,657 

100% 

1st Quarter 
1975 

1,766,224 
<. 

588,028 

143,878 

80,762 

2,578,892 

98,2% 

1st Quarter 
1976 

1,318,600 

631,782 

41,741 

50,351 

2,042,474 

lll.7% 

1st Quarter 
1976 

1,905,027 

650,149 

173,498 

98,274 

2,826,948 

107.7% 

The information does show that Class I fluid milk sales increased signifi­

cantly in the first quarter of 1976. It would appear reasonable to suspect that 

the decrease in price was a factor in increasing sales. 
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In Nevada the largest volume of milk purchased by the consu~ers is from 

r,•tail store outlets. The Connnission does not set a uniform retail price for 
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, ! 1 retail stores but rather sets a minimum price below which fluid milk is not 

_,, be sold. The smaller stores, the convenieoc~ stores, individuals who operate 

.1 retail truck route often charge more for milk than the set minimum price. 

:;owever, this volume of sales is not large and for this reason in discussing 

retail price, we mean the minimum price set by the Commission. 

Since its inception, the Dairy Commission has held 19 public hearings in 

i,·cstern Nevada and 22 hearings in Southern Nevada to set a retail price for milk. 

Unfortunately, the participation and input by retailers at these-meetings has 

been meager. Under the conditions, the Connnission has depended on information 

from trade journals, retail markup in other states and input from retailer 

representatives on the Connnission for information. Considerable weight has been 

g:tven by the Com:mi.s~inn to thP minimum whole~;ile. pric:.e pl11~ ;:i 1·p;:1~onahlP. rP.t::iil 

markup in determining at what level the retail price of milk is to be set. 

The main purpose of setting a minimum retail price for milk is to establish 

a price floor under which it is unlawful to sell milk to the consumer. This 

method prevents the possibility of using.milk as a loss leader in retail stores. 

Most Nevada producers and distributors are concerned about "?ut-of-state" super-
. 

market chains that process and distribute their own brand milk anrl dairy products. 

TI1is concern is based on the fear that, if retail price regulations were discon­

tinued, these well financed supermarkets could sell milk in Nevada markets at 

below costs to attract customers and eventually capture a large share of the milk 

market. This type of operation would work to the consumer's benefit on a short 

run basis, but in the long run, such market control would not be to the economic 

and public interest of Nevada. It is postulated that. "out-of-state" milk sold 

nt a loss in Nevada markets would serve to decrease Class I sales of Nevada milk 

and thus seriously reduce producer income or force producers out of business. 
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The loss of retail markets would also reduce the volume of milk handled by Nevada 

distributors and eventually create a situation that survival of the Nevada dairy 

industry would be in question. In the meantime "out-of-state" milk would have 

seriously curtailed competition of Nevada milk to the point that the price of milk 

could be set at level to whatever the market would or could bear. 

Has the Dairy Commission in setting dairy prices established a high price 

market? How does the consumer price of milk compare with other markets? What 

effect has milk prices in Nevada had on the consumption of milk? 

The following table compares the consumer milk price in Nevada with other 

regional retail milk pri_ces. 

Table IX. Consumer Price in Various Western Markets 
for Half Gallon Homogenized Milk. 

Market 

Reno 
Las Vegas 
San Francisco 
.Denver 
Montana (statewide average) 

Market 

Reno 
Las Vegas 
San Francisco 
Denver 
Montana (statewide average) 
Wyoming 

Market 

Reno 
Las Vegas 
San Francisco 
Denver 
Hontana (statewide average) 
Wyoming 

·August 

$0. 77 
0.75 
0.72 
o. 78 
0.84 

March 

$0.80 
0.80 
o. 71 
0.80 
0.85 
0.80 

January 

$0. 72 
0.72 
0.69 
0.83 
0.88 

1974 
October 

$0.79 
0.80 
0.72 
0.78 
0.84 

1975 
April 

$0.80 
0.80 
o. 71 
0.80 
0.86 
0.86 

1976 
February 

$0.72 
0.72 
0.69 
0.82 
0.89 

November 

$0.80 
0.79 
0.71 
0.80 
0.84 

$0.80 
0.80 
o. 71 
-0. 82 
0.85 
0.83 

August 

$0.80 
0.80 
0.78 
0.86 
0.83 

March 

$0.72 
o. 72 
0.69 
0.80 
0.88 
0.89 

A random selection of various western markets indicates consumer, or retail 
price, of milk in Nevada compares favorably with other markets. 
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Consumer price of milk in Nevada compares very favorably with most markets 

across the country. The data above is typical. 

The information does indicate there is a difference in consumer price of 

milk between California and Nevada. California retail price is lower than 

Nevada price. Many Nevada consumers wonder why this should be. The inference 

being that the higher price of milk is indicative of a wider profit margin. 

The California producer price for milk and the Nevada producer price is 

quite comparable. One of the major factors contributing to the differencP in 

price is the scale of operations of the distributors. The volume of milk handled 

by some individual California distributors exceeds the combined total of Nevada 

distributors located either in the western or southern marketing areas. This 

volume of milk serves to reduce unit costs. Other factors such as the density 

of population and size and number of retail outlets further reduce distributor 

costs. The dairy 5.ndusrry in Nevad;i, jn spite, of it~ l.::ir.1< of sr.:-:ilP• is fRirly 

efficient in providing milk to the consumers as measured by comparative prices 

in other markets. 

The public interest is best served by having an adequate supply of milk 

available at a price level which will insure an adequate supply and a consumption 

level that would enhance the health and well being of the public. One measure of 

the effectiveness of the Dairy Commission in providing an adequate supply of milk 

at a reasonable price to the consumer is the per capita consumption of milk. 

Earlier it .was mentioned that the demand for milk is sensitive to milk price, 

as price goes up there is decrease in fluid milk sales. Has the consumer price 

of milk in Nevada depressed milk consumption? 
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Information was obtained to determine the Nevada milk con~umption pattern. 

This is presented in Table X. 

Table X. Fluid Milk Consumption Per Capita In Nevada 
by Marketing Area 

Marketing Area 

Western Nevada 

Population (l) 
Fluid Milk Sales (lbs.)( 2) 
Per Capita Consumption (lbs.) 

Southern Nevada 

Population 
Fluid Milk Sales (lbs.) 
Per Capita Consumption (lbs.) 

Eastern Nevada 

Population 
Fluid Milk Sales (lbs.) 
Per Capita Consumption (lbs.) 

U. S. · Average (lbs.) 

1966 

164,688 
54,131,448 

329 

243,509 
66,089,656 

271 

31,494 
6,661,384 

212 

297 

1970 

175,234 
55,614,808 

317 

282,073 
78,094,688 

277 

31,331 
6,704,184 

214 

264 

1975 

229,087 
66,042,232 

288 

340,473 
86,385,032 

256 

35,424 
6,610,016 

187 

(1) Population Data - Bureau of Business and Economic Research, UNR 

(2) Fluid Milk Sales from all Sources - Nevada Dairy Commission Statistics 

The national average per capita consumption of fluid milk in 1950 was 349 lbs. 

There has been a gradual national decrease in milk consumption each year and in 

1973 the national average consumption had fallen to 259 lbs. The data in Table X 

shows this trend both at the national and state level. However, the per capita 

consumption of milk in Nevada in ho.th the western and southern marketing areas 
.. 

is consistently higher than the national consumption figure. It is interesting 

to note that milk consumption per person in the western area of Nevada is 

consistently higher than the other two marketing areas. Based on the above 

information it appears reasonable that the consumer price of milk in Nevada was 

at level that did not reduce milk consumption when compared with national per 

capita consumption. 
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The Dairy Corrn:nission presently sets the retail price·of milk based on the 

established wholesale price plus a reasonable retail markup. The limitations 

J.J 

in Nevada in ~ccurately determining distributors costs on which the wholesale 

price is based leaves much to be desired as mentioned earlier. Such a limita­

tion must exert an influence in determining the retail or consumer price of milk. 

A recommendation has been made earlier that would change the present method of 

setting wholesale price by the Commission and eliminate some of the present 

limitations. 

Further, the recormnendation, if followed, would permit the more efficient 

distributors to establish wholesale milk price at a lower price than those less 

efficient. This lower wholesale price could result in a lower consumer price 

of milk by setting the minimum retail price of milk in accordance to the follow­

ing recommendation~ 

Recorrt!Tlendf'! t ion: 

The Commission establish a reasonable retail markup. This markup would be 

added to the schedule of product prices charged the retailers by individual 

distributors as filed with the Conunission. Tpe resultant figure would then 

constitute the minimum retail price of m-ilk. 
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WHOLESALE AND RETAIL GROSS MARGINS 

' 

This report has examined and discussed how the Dairy Commission has established 

minimum milk prices at the producer, distributor and retail level. In setting these 

minimum prices the Commission has in essence also established the gross margins for 

• 

I 

the distributor and retailer. 

Studies have been published which compare margins between state regulated markets 

and non-regulated markets. These studies generally have shown that both narrow 

margins and wide margins exist in both regulated and non-regulated markets. It was 

also noted that regional differences in margins were much greater than differences 

between regulated and non-regulated markets. 

More recent studies by C. N. Shaw, Pennsylvania State University, show margins 

in non-state::regulated markets were significantly lower than margins in markets in 

whi~h minimum or maximum resale prices are set .. 

FLUID MILK MARKETlliG MARGINS BY SELECTED 'IYPES 
OF ECOl~CT-1IC REGULATIO!~ IN STUDY Ml\.P~ETS, 1969(1) 

Regulation 

No state regulation 

Sales below cost prohibited 

Minimum producer price 

Minimum or maximum resale 

No. 
Markets 

37 

17 

4 

22 

Marketing Margin 
For Milk Sold Through 
Stores (Cents/Half Gal.) 

24.43 

24.03 

24.88 

27.86 

(1) Impact of State Regulation on Market Performance in Fluid Milk Indus~ry, 
Pennsylvania State University, Agricultural Experiment Station 
Bulletin 803, 1975. 

The results of the above study indicates the marReting margins for milk sold 

through stores ranged from a low of 24. 03 cents per half gallon in marke·ts which 

prohibit sales below cost to a high of 27.86 cents in markets which set resale prices. 

It is to be noted that a recorrnnendation has been made that wholesale sales below costs 

be prohibited in Nevada rather than the present procedure of cost determination plus 

a reasonable return. 
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~ the margins in Nevada, are they changing and, if so, where and how 

-~ortion of the consumer price of milk is now accounted for by the 

retail margins? 

·. ins for milk marketing were determined and analyzed on one-half gallon 

.tk for the period 1957-1974. The wholesale gross margin as determined 

,:nee between the farm price paid producers. for the 4. 3 lbs. of milk in 

milk and the wholesale price of milk set by the Commission. The 

•:.- marg:-:n, is what is available to the distributor to pay all plant costs 

_ .:.h the processing, packaging, storing, transportation of milk as well as 

,1 investment and profit or loss. The retail gross margin, as determined, 

:-ence between the minimum wholesale price and the retail, or consumer 

~. This margin provides for all store costs associated with the move-

. : through retail stores as well as prof it or loss. 

·:-;1nc . .'.lrc Ghcwn fer the Western Marketing A,,.,,,::, in 'T'::ihl"' XI and for 

:.ida in Table XII. The wholesale and retail margins show a slow but 

increase from 1957 to 1974. In western Nevada the wholesale margin 

9 cents during this period, with over half of this increase occurring 

The retail margin per half gallon of milk increased from 6 cents to 8.5 

·73, and in 1974 decreased slightly to 8.3 cents. 

:-n Nevada shows the same general trend. The wholesale margin increased by 

ram 1957-74 with most of the increase occurring since 1972. Tne retail 

·--<1sed from 6 cents in 1957 to 9.8 cents per half -gallon of milk in 1974. 

r,ne differenc;es between the two marketing ar·eas that should be noted - the 

~-1rgin is slightly higher in the western area while the retail -margin is 

· i1L• southern area. TI1is difference in retail margin may be due to thL· type 

i•rovided by the distributor - full service or limited service in the two 

·: ''uS • 
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1958 

1959 

1960 

1961 

1962 

il.963 

1964 

1965 

1966 

TABLE XI 

MILK PRICE:. WHOLESALE AND RETAIL GROSS MARGINS PER 
HALF GALLON HOMOGENIZED MILK l957-1974(1) 

Equivalent 
Producer 
Price/1/2 Gal. (Z) 

$0.23 

Wholesale 
:Margin 

$0.21 

0.21 

Western Nevada Area 
Wholesale Retail 
Price(2) Margin 

$0.44 

0.44 

0.44. 

Retail 
Price(2) 

• 1967 

1968 

0.23 

0.23 

0. 237 . 

0.241 

0.241 

0.241 

0.241 

0.242 

0.246 

0.258 

0.258 

0.258 

0.27 

0.273 

0.273 

0.314 

0.405 

0.21 

0.224 

0.229 

0.229 

0.229 

0.229 

0.228 

0.231 

0.237 

0.237 

0.237 

0.248 

0.252 

0.252 

0.264 

0.300 

0.461 

0.47 

0.47 

0.47 

0.47 

0.47 

0.477 

0.495 

0.495 

0.495 

0.518 

0.525 

0.525 

0,.578 

0~705 

$0.06 

0.06 

0.066 

0.07 

0.07 

0.07 

0.07 

0.07 

O.C71 

0.075 

0.075 

0.075 

0.075 

0.082 

0.085 

0.085 

0 •. 085 

0.083 

$0.50 

0.50 

0.506 

0.527 

0.54 

0.54 

0.54 

0.54 

0.54 

0.548 

0.57 

0.57 

0.57 

0.60 

0.61 

0.61 

0.663 

0.788 

I 

1969 

1970 

1971 

1972 

1973 

1974 

Source: Nevada Dairy Commission Raw Data 

Suspended 
10-23-75 

(1) Since orders setting the level of prices are often set at different dates of 
the year, the above prices are weighted average prices for the year - the 
weights based on the number of months of a particular year an order price 
prevailed. 

(2) Hinimum producer, wholesal.e and retail price as set by Nevada Dairy Cornmiss ion. 
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MILK PRICE: 

Equivalent 

Year 
Producer ' 

2 Price/1/2 Gal. ( ) 

1957 $0.241 

1958 0.241 

1959 0.241 

1960(1) 0.246 

1961 0.248 

1962 0.248 

1963 0.248 

1964 0. 248 

1965 0. 248 

1966 0.?.56 

TABLE XII 

WHOLESALE AND RETAIL GROSS MARGING PER 
HALF GALLON HOXOGENIZED MILK 1957-1974(l) 

Southern Nevada Area 
Wholesale Wholesale Retail 
Margin PriceC2) Margin 

Retail 
Price(2) 

$0.50 

0.50 

0.50 

0.527 

0.54 

0.54 

0.54 

0.54 

0.54 
. 

0.56 

39 

I 1967 0.263 

$0.199 

0.199 

0.199 

0.215 

0.222 

0.222 

0.222 

0.222 

0.222 

0.229 

0.237 

0.237 

0.237 

0.246 

0.251 

0.251 

0.261 

0.287 

$0.44 

0.44 

0.44 

0.461 

0.47 

0.47 

0.47 

0.47 

0.47· 

0.485 

0.50 

0.50 

0.50 

0.521 

0.53 

0.53 

0.574 

o:687 

$0.06 

0.06 

0.06 

0.066 

0.07 

0.07 

0.07 

0.07 

0.07 

0.075 

0.08 

0.08 

0.08 

0.082 

0.09 

0.09 

0.095 

0.098 

0.58 

0.58 

0.58 

0.603 

0.62 

0.62 

0.669 

0.785 

l 

1968 0.263 

1969 0.263 

1970(1) 0.275 

1971 o. 279 

1972 0.279 

1973 (1) O. 313 

1974(1) 0.400 

1975 Suspended 
10-23-75 

Source: Nevada Da:ry Conunission Raw Data 

(1) Since orders setting the level of prices. are often set at different dates of 
the year, the above prices are weighted average prices for the year - the 
weights based on the number of months of a particular year an orde·r price 
prevailed. 

(2) Minimum producer, wholesale and retail price as set by Nevada Dairy Commission. 
~ 
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Analysis of the margins in western Nevada indicate that the wholesale margin 

has increased at the rate of 1.5 percent per year while retail margins increased at 

the rate of 2.1 percent per year. In the southern region wholesale margins increased 

at the rate of 1.8 percent per year while the retail margin increased about 2.9 percent 

per year. 

It is difficult to draw any strong conclusions about these results. They do 

show wholesale and retail margins increasing with the retail margin showing a higher 

annual rate of increase. A half gallon of milk in the western marketing area 

increased 28.8 cents in price since 1957. This was due to an increase of 9 ceni:s and 

2.3 cents in the wholesale and retail margin and 17.5 cents in the price of milk paid 

the producer. On the same basis southern Nevada consumers paid 28.5 cents more for 

a half gallon of milk. An 8.8 cent and a 3.5 cent increase in the wholesale and 

retail margin and a 15.9 cent increase in the producer price of milk accounted for 

the total price increase. 

I In determining and discussing wholesale and retail margins the question of rebates 

or kick-backs inmlediately came to mind. Are these margins sufficiently wide to permit 

kick-backs or rebates - are the wholesale and retail prices realistic or artificial 

as established by past commissions? As we discussed earlier in this report, on setting 

wholesale prices, the present information and procedure followed by the Corranission to 

determine actual distributor costs on which to establish a fair and representative 

wholesale price is difficult if not impossible. Proper and accurate pricing is 

fundamental to state regulation and control. 

State control of wholesale and retail prices can ~reate a situation in which 

efficient distributors are prevented from offering the consumer the benefit of this 

efficiency through lower retail prices. Under such conditions, some distributo~s 

- increase their sales by offering services or discounts to retailers that are 

. , considered illegal. Other distributors must offer kick-backs or rebates to be 

competitive and enforcement of wholesale pricing is for all practical purposes, non 
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existent. Further, such hidden costs can then become unidentified. cost factors that 

serve to inflate the actual or true costs of plant operation. The situation is such 

that the consumer continues to pay a higher price for milk than what the market 

actually demands. 

If the recOimnendation in this report regarding wholesale pricing procedures 

is adopted, the efficiencies of the distributors will be passed on to the consumer 

and minimize rebates and discounts as presently practiced. 

1. Analysis of Producer, Wholesaler and Retailer Share of Consumer Price 

The purpose of the analysis was to determine if there has been any significant 

changes from 1957 to 1974 in the percent of producers, distributors and retailers' 

share of the consumer price of a half gallon of milk. 

The percent of producer, distributor a~d retailer's share of the consumer's 

price in the Western Marketing Area is presented in Table XIII and for the Southern 

Area in Table XIV • 

l 
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TABLE XIII 

PERCENT OF PRODUCER, DISTRIBUTOR AND RETAILERS SHARE OF TIIE 
CONSUMER PRICE OF HALF GALLON OF HOMOGENIZED HILK 1957-1974 

Western Marketing Area 

Consumer Producer Distributor Retailer 
Year Price % % % 

1957 $0.50 46.0 42.0 12 

1958 0.50 46.0 42.0 12 

1959 0.506 45.4 41.5 13 

1960 0.527 44.9 42.5 13.2 

1961 0.540 44.6 42.4 13 

1962 0.540 44.6 42.4 13 

1963 0.540 44.6 42.4 13 

1964 0.540 44.6 42.4 13 

1965 0.540 44.8 42.4 13 

1966 0.548 44.8 42.1 13.6 

1967 0.570 45.2 41.5 13.1 

1968 0.570 45.2 41.5 13 .1 

1969 0.570 45.2 41.5 13.1 

1970 0.600 45.0 41.3 13.7 

1971 0.610 44.7 41.3 13. 9 

1972 0.610 44.7 41.3 13.9 

1973 .o. 663 47.3 39.8 12.8 

1974 0.788 51.3 38.1 10.5 

Data obtained from producer price, dis~ributor and retailer gross 
margins and consumer price presented in Table XI. 
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Western area analysis of the data indicates that the percent of the 

producers share in the consumer price has increased at a faster rate than the 

wholesale portion. The producer share had increased to about 51.3% of the consumer 

price of milk by 1974. Whereas, the wholesaler's share has shown a decrease to 

38 .1% of the consumer price of milk. The producer'-s and the retailer's percentage 

share of the consumer price have increased, while the distributor's percentage 

compared with the producer and retailer percentage share has decreased with time 

in western Nevada • 
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TABLE XIV 

PERCENT OF PRODUCER, DISTRIBUTOR AND RETAILERS SH.ARE OF THE 
CONSUMER PRICE OF HALF GALLON OF HOMOGENIZED MILK 1957-1974 

Southern Marketing Area 

Consumer Producer Distributor Retailer 
Year Price % % % 

1957 $0.50 48.2 39.8 12 

1958 -0.50 48.2 39.8 12 

1959 0.50 48.2 39.8 12 

1960 0,527 46.6 40.7 12.5 

1961 0.54 45.9 41.1 12.9 

19.62 0.54 45.9 41.1 12.9 

1963 0.54 45.9 41.1 12.9 

1964 0.54 45.9 41.1 12.9 

• 1965 0.54 45.9 41.1 12.9 
' 

1966 0~56 45.7 40.8 13.3 

1967 0.58 45.3 40.8 13.7 

1968 0.58 45.3 40.8 13.7 

1969 0.58 45.3 40.8 13.7 

1970 0.603 45.6 40.7 13.5 

1971 0.62 45 40.4 14.5 

1972 0.62 45 40.4 14.5 

1973 0.669 46.7 39 14.2 

1974 o·. 785 50.9 36.5 12.4 

I 
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Southern area - The analysis of the percentages show that the producer's share 

of the consumer pric~ relative to the retailer's share did not significantly change 

over time. Hence the relative percentage of the producer and wholesaler share of· 

the consumer price remained fairly constant. There was a significant change in the 

relative portions of the wholesaler and retailer share of the consumer price. The 

retailer share tended to show an increase while th~ wholesaler remained constant. 

In general, the percentage of the producer share of the consumer price has 

increased in relation to the distributor share. Producers now receive sligh'tly 

better than 50 percent of the consumer price. The·retailer's percentage share of 

the consumer price has over the period of 1957 to 1974, tended to increase in 

·relation to percent of distributor share. 

Whether such changes have real significance in milk pricing remains a moot 

question. It is clear that the largest portion of the consumer price now goes to 

the producer • 
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NEVADA DAIRY COMI-lISSION AND STAFF 

' The State Legislature has vested the Dairy Commission with broad authority to 

insure the production and orderly marketing of milk at fair and reasonable prices. 

' The promulgation of regulations and enforcement of such regulations is the direct 

responsibility of the Commission. In fact, the effectiveness of state regulations 

on the dairy industry_and the general public is dependent on the actions taken by 

the Dairy Commission. 

The member representation on the commission has undergone several changes since 

its inception. Th~ original 9 member commission was composed of 5 representatives 

of the dairy industry, 2 retailers and 2 consumer representatives. The majority of 

members have been representatives of the dairy industry. The current representative 

members have now been changed from a predominant dairy industry commission to a 

commission more consumer orientPd. The current commission is composed of 8 members 

4 consumer representatives, 3 from the dairy industry and 1 retail representative. 

• The very composition of the commission has raised many questions concerning its 

l 

ability to be objective and aggressive in performing its functions. A common question 

is why have dairy representatives serve on a commission charged with the responsibility 

of regulating, policing and determining prices for that very industry. The justifi­

cation given is that the complexities of the dairy industry are such that industry 

representatives are needed to provide the information required by the commission to 

carry out its mission. Today most dairy industry people do not feel they need be 

represented on the commission. Their only conc~rn is that the members of the commission 

be knowledgeable of the industry and objective in their decisions. 

No one can deny that the Dairy Cormnission has by its actions, provided stability 

to the production and marketing of Nevada milk. It has also been apathetic in 

pursuing violations of its own regulations, ineffective in obtaining cost information 

from distributors and retailers on which to base a realistic price, a~d not providing 

guidance and direction to the staff in such matters as conducting required audits, and 
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conducting public hearings. Too frequently in the past the responsibilities of the 

Commission and the role of the staff have not been clearly recognized. n1e Dairy 

Cotmnission has at times delegated to the Executive-Director certain responsibilities 

that should remain a responsibility of the Commission. 

It would appear desirable to consider further changes in the composition of the 

Commission, clarify the functions of the staff to the Commission, and provide informa­

tion and training to Commission members regarding the dairy industry in Nevada and 

the responsibilities of Commission members in determining and enforcing state milk 

regulations. 

The following are suggested recommendations: 

1. The Nevada Dairy Conunission be a five member commission. 

2. Membership be on a geographical basis, two each from the west.ern and 

southern marketing are& and one from the eastern marketing area. 

3. One member from each marketing area be a respected member of the fina~cial 

I or business community and not directly involved in the dairy industry. 

~- All members be appointed by the Governor including the chairman. 

5. Provide information and data to all new members regarding their responsi­

bilities as Commission members as well as information on the dairy industry 

in Nevada. 

1. Nevada Dairv Commission Staff 

Two major requirements for enforcing state control of milk prices are: (1) an 

adequate staff of accountants to assist the Commission in determining minimum milk 

prices, and (2) an adequate legal staff for enforcing state regulations. 

In Nevada, control of prices for those handling milk has broken down because of 

lack of solid informational input by distributors and retailers and lack of adequate 

- personnel to enforce the law. 

I 
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Sound audits Regular .and in-depth audits of plant operations do not exist. 

essential to determine accurate costs on which to base pricing. In this report 

it has been recommended that distributors be held responsible to provide the 

con:nnission accurate plant cost data using a prescribed form and procedure. The 

information supplied by the distributor must be accompanied by supporting evidence 

of proof. Hence the distributor is now held directly responsible for the information 

rather than the commission staff. This information will be used to establish a 

wholesale price at not below costs and will be subject to aud~t by the con:nnission· 

staff. By following this process, the burden of proof no longer is on the con:nn~.ssion 

staff but rather on the distributors. Further, we have as many as 80 or more items 

on which wholesale and retail prices are established. With the limited number of 

personnel available, it is virtually impossible to determine what the price margins 

should be on each of the items at any.particular time. It is to be remembered that 

a recommendation made earlier would reduce the number of items on.which wholesale 

• and retail prices are to be established. Such a reduction would be helpful in 

enforcing the price regulations as established by the commission and enforced by the 

staff. 

The present number of staff personnel has been decreased to: 3 accountants in 

the Reno office, 2 office secretaries, and 1 area supervisor in the Las Vegas office, 

all under the direct supervision of the Executive Director. The decrease in staff is 

due to a problem in available funds. 

The State Dairy Commission is-financially supported by assessments collected 

from the dairy industry. At present no money from th~ general fund is used to ·support 

the commission. The assessment comes from the following sources: Milk 39.8%, ice 

cream 39.6%, cottage cheese 5.6%, butter 12.7% and other 2.3%. The total assessment 

-available in 1975 was $185,000. The rate of assessment has remained the same although I the.total dollar revenue has increased. The increase iU dollars has not been sufficient 

to offset the increases in salaries and operational costs, thus the reason for a 

decrease in commission staff. 205 
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There is some feeling on the part of the dairy industry that the Coxmnission is 

supported by Assessments contributed by the industry. The CO$t is actually paid by 

the consumer. Ih~ possibility of obtaining money from the general fund for the 

I 

support of the Commission has been raised in the past. It is apparent that there 

is a need to increase staff to effectively carry out the state ~ontrol milk regula­

tions. The additional revenue may come from several sources. This would include 

the increase in the rate of assessment on some or all dairy products, obtaining a 

part or all funds from the general fund, and havLng a legal staff member appointed 

from the Attorney General's office rather than have the Commission employ an attorney. 

Recommendation: 

1. The legal counsel for the Connnission be appoin~ed from the Attorney General's 

office. 

2. That the rate of assessment be increased on such items as ice cream and butter. 
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SUMMARY AND RECOMMENDATIONS 

' Twenty years ago the Nevada Legislature passed legislation which provided for 

State milk control regulations. Th1s action was dictated by the chaotic economic· 

and marketing conditions that existed at that time in the dairy industry. The· 

Legislature created a Nevada Dairy Commission and vested in it broad authority to 

insure the production and orderly marketing of milk at fair and reasonable prices~ 

This report is an attempt to examine the impact of the Dairy Commission on 

the performance of the dairy industry. 

Dairy Producers, Milk Supply and Producer Price 

The number of dairy producers has decreased sharply in the past twenty years. 

The number of dairy cows has remained fairly constant. Milk production per cow has 

steadily increased to one of the highest in 'the nation. The total volume of milk 

coming off Nevada dairy farms has increased significantly. Nevada dairy farms, while 

fewer, are larger, requiring greater capital investment. Using this information as 

- evidence,it would appear that the production of milk has steadily improved in efficiency 

and State milk control regulations have not impeded such growth but.has been helpful. 

l 

Many producers and distributors feel that State regulations have provided 

marketing stability to the flow of milk moving off farms. This stability has provided 

confidence to the producer to expand his operations. 

The price received by a producer for his milk is not directly set by the Commission. 

Rather, the Commission establishes a price to be paid for Class I, II and III milk. 

These classes identify the market usage of milk with Class I, or fluid milk, the .... . . ,. 

premium. Each distributor must account for all milk received in his plant, and the 

amount of milk marketed in the various classes. The producer is paid a blend price for 

his milk which depends on the volume of milk his ~istributor markets in each class and 

the price of milk established by the Commission for each class. In the main, Nevada 
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markets can be classified primarily as a fluid milk or Class I market. 

Most people in the industry, producers and distributors, feel a need to 

'continue to establish_ producer milk prices, All do not agree on how - many producers 

in eastern and southern Nevada,now under Federal milk marketing orders, are content· 

whereas, others feel State milk regulations is the better method. 

• 

The following recommendations are suggested to improve State milk regulations 

that apply to producers: 

1. A flexible, economic formula be developed and used to determine Class I 

milk prices to be paid producers, rather than repeated.cost of production studies 

and public hearings. 

II. Request the College of Agriculture to determine the practicability of 

establishing one single price for all milk P,roduced, rather than different prices 

for different milk uses, which would be paid producers who are outside Federal marketing 

orders. 

III. The Commission develop and enforce a uniform auditing process to be used in 

all plants to accurately determine the quantities of milk utilized in the various 

classes of milk. 

IV. ·All marketing contracts between the producer (may be on individual or a 

cooperative) and the individual distributors, be reviewed and revised where appropriate 

and kept current. 

V. Each year, each distributor will be held responsible by the Commission to 

initiate a contractural agreement with each-of his producers (individual or cooperative) 

stating the minimum quantity of milk to be purchased each month to meet the demands 

of that particular distributor. 

VI. The State Dairy Commission continue to determine the production costs of 

producing milk by all 

'higher than the Class 

Nevada producers (on a formula basis) and when such costs are 

I price established for producers under Federal marketing orders, 
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take appropriate action for needed adjustments. 

• VII. Recommend that 

.dministrator and staff 

closer working relationships be established with the 

members of the Lake Mead Federal Marketing Order on plant· 

• 

usage audits and other matters of common interest. 

Wholesale and Retail Milk Pricing 

Minimum wholesale and retail milk prices can only be set by State regulations. 

Some states that operate under a federal milk marketing order use state regulations 

to establish wholesale and/or retail prices. Nevada is one of these states. 

Wholesale and retail minimum price is set by the Dairy Commission based on 

both public and confidential testimony. Wholesale price is based on distributor 

costs plus a reasonable return. 

Determining a representative distributo'r cost on which to determine a fair and 

reasonable wholesale price is difficult. With but 5 distributors in western Nevada 

and 3 in southern Nevada, the small number makes it difficult, if not impossible, to 

obtain a truly representative cost figure, In addition, the fixing of wholesale 

prices on the large number of fluid milk prices (over 90) and the enforcement of 

such regulations on these products further compounds the difficulty. 

The importance of establishing a fair minimum wholesale price to the consumer 

p:-ice is easily appreciated. This is especially true when it is recognized that the 

Commission gives considerable weight to the wholesale price plus a reasonable retail 

markup in establishing the retail,. or consumer p.rice. In view of rebates and kick­

backs between distributors and retailers and the knowledge that wholesale milk price ... ,. 

was established on a weak foundation, GovernorO'Callaghan suspended wholesale prices 

and reduced retail prices by 10 percent on October 23, 1975. 

Where both wholesale and retail prices are f~xed by State control, the more 

efficient distributors cannot pass on any benefits to the consumer. To this extent 

I it may result in a higher retail price for milk. 

It is widely agreed within the industry that setting wholesale price is not 
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market stability. In fact, it may ~ncourage the opposite. 

of these limitations, the retail price of milk h.as compared favorably 

with other Western,retail milk prices, with the exception of California. Consumer 

price of milk has not been so high as to seriously reduce consumption of milk. The 

per capita consumption in Nevada has been consistently higher than the national average. 

The advantage of setting a minimum retail price for milk is to prevent the 

possibility of using milk as a loss-leader in retail stores. Most Nevada producers 
. . . 

and distributors are concerned about "out;...of-stdce" supermarket chains that process 

and distribute their own brand milk and dairy products. This concern is based on 

the fear that, if retail price regulations, were discontinued, these well-financed 

companies could sell milk in Nevada markets at bel9w actual costs to attract customers 

and eventually capture a large share of the market. The loss of markets would reduce 

the volume of milk handled by Nevada distributors and reduce milk production on farms 

to a point that would cause serious economic adjustments within the industry. 

The limitation in establishing a supportable minimum wholesale price for all 

distributors and the use of a questionable wholesale price to determine a fair con­

sumer price suggests certain recommendations: 

I. Setting uniform minimum wholesale milk prices by the Nevada Dairy Commission 

be discontinued. 

II. The Commission enact regulations that would not permit individual distributors 

to sell products below actual costs to retailers. Each distributor be responsible 

to file with the Commission an audit report; as determined by the Commission, of the 

processing and marketing costs with supporting evidence of such costs. 

III. Each distributor file with the Commission a schedule of product prices to 

be charged retailers. 

The Commission establish a reasonable minimum retail markup. This markup 

added to the schedule of prices charged the retailers by individual 
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distributors as filed with the Connnission. The resultant figure would constitute 

.• the minimum retail price of 

.Nevada Dairy Commission and 

milk. 

Staff 

The promulgation of State milk control regulations and the enforcement of such· 

regulations is the direct responsibility of the Commission. 

The member representation on the Commission has undergone several changes. 

In the main, the majority of members have been representatives of the dairy industry. 

The current Commission membership is consumer oriented. 

With a majority of members representing the dairy •industry, the Commission has 

been suspect as to its ability to be objective and free of self-interest in determining 

and enforcing milk regulations. By its actions, it has provided stability to the 

production and marketing of Nevada milk. It has also shown a reluctance to vigorously 

pursue violations of State .regulations on members of the dairy industry. 

It would appear desirable to consider further changes in the Commission to remove 

~. -any possible self-interest membership and provide niore objectivity in developir:.g State 

regulations and their proper and full enforcement. The following are suggested 

recommendations to aid in this accomplishment. 

' 

I. The Nevada Dairy Commission be a five-member Commission. 

II. Membership be on a geographical basis, two each from the western and southern 

marketing areas and one from the eastern marketing area. 

III. One member from each marketing-area be a member of the financial or business 

community and not directly involved in the dairy industry. ... -· . .. . 

IV. All members be appointed by the Governor including the Chairman. 

V. Provide information and data to all new members regarding their responsibilitie 

as Commission members as well as information on the dairy industry in Nevada. 

Nevada Dairy Commission Staff 

The State Dniry Commission is financially supported by_assessments collected 
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on fluid milk and other dairy products. The rate of assessment on each item has 

• remained the same although the total dollar revenue has increased. This increase 

.has not been sufficient to offset the increase in salaries and operational costs, 

which has necessitated a decrease in staff. At present, no money from the general 

fund is used to support the Commission and its staff. 

• 

' 

The present staff consists of 3 accountants and two secretaries in the Reno 

Office and 1 area supervisor in the Las Vegas Office all under the direct super­

vision of the Executive Director. The Commission also employs its own legal counsel. 

Two w~jor requirements for enforcing State control of milk prices are: 1) an 

adequate staff of accountants to assist the Commission in determining minimum milk 

prices and conducting necessary audits, and 2) an adequate legal staff for enforcing 

State regulations. 

The dispersion of retailers in Nevada, the variance in milk plant op.:zrations, 

the number of· dairy products under State regulations, and necessary audits to be 

conducted suggests that the size of the present Commission staff be increased. 

Funds for additional staff members could come from either increasing the 

present rate of assessment on all or some dairy products and/or the general fund. 

Additional funds could be made available by having a legal staff member appointed 

from the Attorney-General's Office. 

Recommended Suggestions to Augment Presept Staff 

I. Rate of assessment be increased on ice cream and butter. 

II. Legal counsel for the Commission be appointed from Attorney-General's Office. 

III. An additional accountant be employed in the Las Vegas Office. 

IV. Consideration be given to employing an accountant for the eastern marketing 

area. 

"' 
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MIKE O'CALLAGHAN 
GOVllllNOR 

• AUD£EVANS 

STATE OF NEVADA 

NEVADA INDUSTRIAL COMMISSION 

JOHN R. REISER 
CHAIRMAN 

'COMMl88JONER RIIPRUIENTING LAl!IOR 

JAMES S. LORIGAN 

ADDRESS ALL CORRESPONDIENCE TO 

NEVADA INDUSTRIAL COMMISSION 

COMMISSIONIER RIIPRUIENTING INDUSTRY 

Senator Thoma.s R. C. Wilson 
Nevada State Legislature 
Legislative Building 
Carson City, NV 89701 

Dear Spike: 

March 1, 1977 

REPLY TO 

515 East Musser Street 
Carson City, NV 89714 

We have reviewed the amendments proposed in the hearing on SB 11 
and are in agreement with the proposed amendments. According to my 
notes, you agreed to amend NRS 616.030 to read as follows: 

"Casual" refers only to employments where the work contemplated 
is to be completed in not exceeding 20 working days or part 
thereof each calendar quarter, without regard to the number of 
persons employed, and where the total labor cost of such work is 
less than $500 in any calendar year. 

I believe you also agreed to amend NRS 617.030 to read as follows: 

"Casual11 refers only to employments where the work contemplated 
is to be completed in not exceeding 20 working days or part thereof 
each calendar quarter, without regard to the number of persons 
employed, and where the total labor cost of such work is less than 
$500 in any calendar year. 

JRR:dl 

Sincerely, 

r~ 
John R. Reiser 
Chairman 
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