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New	  Mexico	  Market	  
	  	  Land	  	  	  	  People	  

Average	  WriAen	  Premium:	  $212.9M	  (1996-‐2015)	  

Average	  Total	  Wages:	  $21.2M	  (2001-‐2015)	  

Oil	  &	  Gas	  Industry:	  12.5%	  of	  General	  Fund	  Revenue	  

Small	  to	  Medium	  Size	  Employers	  

Key	  Sectors:	  
•  Service	  Industries	  	  	  (47%	  of	  Total	  Employment)	  
•  Health	  Care	  &	  Social	  Assistance	  	  (16%	  of	  Total	  

Employment)	  
•  Public	  Administra6on	  	  (8%	  of	  Total	  Employment)	  

•  Mining	  &	  Manufacturing	  	  (7%	  of	  Total	  Employment)	  
•  Construc6on	  	  (6%	  Total	  Employment)	  

Historic	  Challenge:	  	  Given	  the	  
size	  and	  characteris6cs	  of	  New	  
Mexico’s	  economy,	  na6onal	  
work	  comp	  writers	  do	  not	  view	  
the	  state	  as	  profitable.	  They	  
compete	  in	  the	  market	  when	  
condi6ons	  are	  favorable,	  and	  
withdraw	  when	  condi6ons	  are	  
not	  favorable.	  
This	  tends	  to	  place	  small	  to	  
medium	  size	  employers	  and	  
key	  high	  hazard	  industries	  in	  
New	  Mexico	  at	  risk.	  

New	  Mexico	  Snapshot	  
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Workers’	  Compensa4on	  Reform	  	  
History	  

Pre-‐1990	  

• Mandatory	  Work	  Comp	  Coverage.	  	  Exclusive	  Remedy.	  
•  Out	  of	  control	  costs	  due	  to:	  High	  Li6ga6on,	  Legal	  Costs	  
•  Lack	  of	  Affordable	  Coverage	  with	  only	  4	  insurance	  carriers	  willing	  to	  write	  business	  
•  Hindered	  the	  Economy	  &	  Employment.	  

1990	  

•  Workers	  Compensa4on	  Administra4on	  created	  
•  Set-‐up	  to	  oversee	  system	  with	  workers	  comp	  judges	  instead	  of	  District	  Court.	  	  
•  Capped	  Legal	  Fees	  and	  provide	  Ombudsman	  services.	  	  

1991	  

•  Established	  the	  	  New	  Mexico	  Mutual	  Casualty	  Company	  (a	  domes6c	  mutual	  private	  
insurance	  company)	  to	  assure	  compe66ve	  coverage	  for	  employers	  of	  all	  sizes	  and	  
industries	  throughout	  New	  Mexico,	  stabilize	  rates	  and	  assist	  lawmakers	  and	  regulators	  
in	  maintaining	  the	  System.	  

Workers’	  Compensa4on	  
Reform	  	  Act	  of	  1990	  

Employers’	  Mutual	  
Company	  Act	  of	  1991	  
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•  +40	  employer	  &	  employee	  representa4ves	  appointed	  by	  the	  House	  Speaker	  
and	  Senate	  Pro	  Tempore	  with	  experts	  retained	  from	  Illinois	  and	  Florida	  

•  Met	  to	  address	  the	  “…skyrocke*ng	  cost	  of	  workers	  compensa*on	  insurance	  
and	  at	  the	  same	  *me	  be	  agreeable	  to	  employers	  and	  employees	  alike.”	  

•  “The	  Task	  Force	  on	  Workers’	  Compensa6on	  had	  two	  Goals:	  first,	  	  to	  preserve	  a	  
fair	  benefit	  to	  injured	  New	  Mexicans	  and	  second,	  to	  provide	  a	  benefit	  structure	  
and	  process	  to	  assure	  sufficient	  stability	  to	  make	  workers’	  compensa6on	  
premiums	  affordable.”	  

•  Primary	  focus	  was	  on	  Professional,	  Benefit	  and	  Administra6ve	  Costs.	  

Workers’	  Compensa4on	  Reform	  Act	  of	  1990	  
Task	  Force	  

Source:	  “SENATE	  BILL	  1	  –	  THE	  1990	  WORKERS’	  COMPENSATION	  REFORM	  ACT	  AN	  OVERVIEW”	  prepared	  by	  Mar6n	  J.	  Chavez,	  New	  Mexico	  
State	  Senator	  and	  Stuart	  Blue	  Stone,	  NM	  Legisla6ve	  Council	  Service.	  

Workers	  Compensa4on	  Reform	  Task	  Force	  
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The	  Workers’	  Compensa4on	  Reform	  Act	  of	  1990	  
established	  a	  system	  designed	  to: 

“.	  .	  .	  to	  assure	  the	  quick	  and	  efficient	  delivery	  of	  
benefits	  to	  injured	  and	  disabled	  workers	  at	  a	  
reasonable	  cost	  to	  employers.”	  

Workers’	  Compensa4on	  Reform	  Act	  of	  1990	  
Purpose	  
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Overall,	  the	  1990	  Reform	  has	  been	  successful	  in	  a	  number	  
of	  ways:	  

§  Stabilized	  Rates.	  
§  Upheld	  the	  Exclusive	  Remedy.	  
§  Assured	  a	  Compe66ve	  Market	  for	  Coverage.	  
§  Delivered	  Indemnity	  &	  Medical	  Benefits	  to	  Injured	  Workers.	  
§  Improved	  Workplace	  Safety	  &	  Captured	  Market	  Data.	  
§  Controlled	  Legal	  Costs	  and	  Li6ga6on.	  
§  Supported	  a	  Climate	  Conducive	  to	  Business	  Investment,	  

Economic	  Development	  and	  Job	  Growth.	  

Workers’	  Compensa4on	  Reform	  
Outcomes	  
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New	  Mexico’s	  work	  comp	  premiums	  have	  risen	  from	  the	  42nd	  Lowest	  in	  2000	  to	  the	  20th	  Highest	  in	  2014.	  
High	  work	  comp	  premiums	  places	  New	  Mexico	  in	  an	  uncompe44ve	  posi4on	  to	  aAract	  business	  
investment,	  develop	  the	  economy	  and	  grow	  jobs.	  

Source:	  	  hAp://www.oregon.gov	  

Workers’	  Compensa4on	  System	  Today	  
Challenges	  
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From	  1996	  to	  2015,	  total	  WriAen	  Premium	  (driven	  by	  payroll	  &	  rate)	  has	  only	  has	  averaged	  $212M.	  
As	  such,	  New	  Mexico	  has	  not	  successfully	  grown	  private	  sector	  jobs	  or	  competed	  regionally.	  

Workers’	  Compensa4on	  System	  Today	  
Challenges	  
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From	  2001	  to	  2015,	  New	  Mexico’s	  total	  wages	  (payrolls)	  have	  remained	  flat	  and	  uncompe44ve	  
regionally.	  

Workers’	  Compensa4on	  System	  Today	  
Challenges	  
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Workers’	  Compensa4on	  System	  Today	  
Challenges	  

New	  Mexico’s	  
economy	  is	  
dependent	  upon	  
lower	  paying	  service	  
industries.	  
	  
Tax	  revenues	  are	  to	  
dependent	  of	  
vola4le	  sectors	  
commodity	  
dependent	  sectors	  
such	  as	  Oil	  &	  Gas.	  
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Workers’	  Compensa4on	  Reform	  Act	  of	  1990	  
Purpose	  

	  Medical	  
Costs	  

	  Claim	  Severity	  

	  Indemnity	  
Costs	  

	  Legal	  
Expense	  

&	  
Li4ga4on	  

Work	  Comp	  
System	  
Integrity	  
Risk	  

Why	  has	  New	  Mexico’s	  work	  comp	  premiums	  risen	  from	  the	  
42nd	  Lowest	  in	  2000	  to	  the	  20th	  Highest	  in	  2014?	  
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Rising	  Claim	  Severity 

Workers’	  Compensa4on	  Reform	  Act	  of	  1990	  
Purpose	  
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Ø  Rising	  Claim	  Severity	  

Workers’	  Compensa4on	  System	  
Challenges	  

Medical	  Costs	  are	  largest	  
component	  driving	  Claim	  Severity	  
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Ø  Rising	  Claim	  Severity	  –	  Medical	  Costs	  

Workers’	  Compensa4on	  System	  
Challenges	  

Since	  1995,	  
Average	  Medical	  
Cost	  per	  Lost-‐Time	  
Claim	  has	  increased	  
significantly,	  
na4onally.	  
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Ø  Rising	  Claim	  Severity	  –	  Medical	  Costs	  

Workers’	  Compensa4on	  System	  
Challenges	  

+8%	  
New	  Mexico’s	  
Lost-‐Time	  

Medical	  Claim	  
Severity	  in	  	  
4	  Years	  	  
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Ø  Rising	  Claim	  Severity	  -‐	  Medical	  Costs	  	  

Workers’	  Compensa4on	  System	  
Challenges	  

New	  Mexico’s	  
Average	  
Medical	  Claim	  
Severity	  has	  
Doubled	  from	  
1999	  to	  2013	  
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Ø  Rising	  Claim	  Severity	  –	  Indemnity	  Costs	  

Workers’	  Compensa4on	  System	  
Challenges	  

Since	  1995,	  
Average	  Indemnity	  
Cost	  per	  Lost-‐Time	  
Claim	  has	  increased	  
significantly,	  
na4onally.	  
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Ø  Rising	  Medical	  Costs	  –	  Indemnity	  Costs	  

Workers’	  Compensa4on	  System	  
Challenges	  

+8%	  
New	  Mexico’s	  
Lost-‐Time	  
Indemnity	  

Claim	  Severity	  
in	  	  

4	  Years	  	  
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Ø  Rising	  Claim	  Severity	  -‐	  Indemnity	  Costs	  	  

Workers’	  Compensa4on	  System	  
Challenges	  

New	  Mexico’s	  
Average	  
Indemnity	  
Claim	  Severity	  
has	  Doubled	  
from	  1999	  to	  
2013	  
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Rising	  Claim	  Severity	  –	  Causes	  	  

Workers’	  Compensa4on	  System	  
Challenges	  

•  Medical	  Infla4on	  
•  U4liza4on	  Review	  &	  Case	  Management	  
•  Prescrip4on	  Medica4ons	  Costs	  
•  New	  &	  Expensive	  Technology	  

Indemnity	  
Costs	  

Medical	  
Costs	  

•  Rela4ve	  Benefit	  Levels	  Overall	  
•  Case	  Law	  Erosion	  &	  Benefit	  Expansion	  
•  Return-‐to-‐Work	  Disincen4ves	  
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Ø  Rising	  Claim	  Severity	  –	  Prescrip4on	  Costs	  

Workers’	  Compensa4on	  System	  
Challenges	  

Medical	  
Costs	  

“Healthcare”	  
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Rising	  Legal	  Expense	  &	  Li4ga4on 

Workers’	  Compensa4on	  System	  
Challenges	  
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In	  2015,	  the	  U.S.	  Chamber	  of	  Commerce	  conducted	  a	  na6onal	  survey	  of	  senior	  
in-‐house	  counsel	  and	  li6gators,	  which	  ranked	  the	  legal	  climate	  of	  states	  and	  
assessed	  the	  fairness	  and	  reasonableness	  of	  state	  liability	  systems.	  	  

•  75%	  of	  respondents	  reported	  that	  a	  state’s	  legal	  environment	  is	  likely	  to	  
impact	  important	  business	  decisions.	  

•  New	  Mexico	  ranked	  as	  the	  45th	  worst	  state	  legal	  environment	  in	  the	  
country.	  

Overall	  Treatment	  of	  Tort	  and	  Contract	  Li6ga6on	   	  NM	  46th	  
Having	  and	  Enforcing	  Meaningful	  Venue	  Requirements 	  NM	  46th	  
Discovery	   	   	   	   	   	  NM	  46th	  	  
Judge	  Impar6ality 	   	   	   	   	  NM	  47th	  	  
Judge	  Competence	   	   	   	   	  NM	  47th	  	  
Damages	   	   	   	   	   	  NM	  44th	  	  

Workers’	  Compensa4on	  System	  
Case	  Law	  Erosion	  
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Source:	  U.S.	  Chamber	  of	  Commerce,	  U.S.	  Chamber	  Ins6tute	  of	  Legal	  Reform,	  
www.ins6tuteforlegalreform.com/states/new-‐mexico	  

45th	  Worst	  
New	  Mexico	  ranks	  
near	  the	  boAom	  
na4onally.	  
	  
Posi4ons	  New	  Mexico	  
in	  a	  compe44ve	  
disadvantage	  for	  
business	  investment	  
regionally.	  

Workers’	  Compensa4on	  System	  
Li6ga6on	  Environment	  
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Legal	  Costs	  &	  Li4ga4on	  Ac4vity	  

Workers’	  Compensa4on	  System	  
Legal	  Reform	  

New	  Mexico	  Mutual	  has	  
seen	  an	  +186%	  increase	  
in	  annual	  legal	  spend	  
from	  2008	  to	  2014.	  

$1.39M,	  2008	  

$2.58M,	  2014	  

é  Media6ons	  &	  Trials	  

é  Exclusive	  Remedy	  
Challenges	  

é  Dispute	  Causa6on	  
é  Disputed	  Benefits	  
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Legal	  Costs	  &	  Li4ga4on	  Ac4vity	  –	  Case	  Erosion	  

Workers’	  Compensa4on	  System	  
Legal	  Reform	  

Since	  1992,	  Case	  Law	  has:	  

•  Expanded	  Coverage	  &	  
Benefits	  

•  Limited	  Exchange	  of	  
Health	  Care	  Informa4on	  

•  Imposed	  New	  Legal	  
Costs	  

•  Limited	  Expert	  
Tes4mony	  Op4ons	  of	  
Employers	  

•  Challenged	  Exclusive	  
Remedy	  

•  Limited	  Subroga4on	  
•  Increased	  Legal	  Costs	  

and	  Li4ga4on	  Ac4vity	  

$1.39M,	  2008	  

$2.58M,	  2014	  
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Legal	  Costs	  &	  Li4ga4on	  Ac4vity	  –	  Case	  Erosion	  

Workers’	  Compensa4on	  System	  
Legal	  Reform	  

$1.39M,	  2008	  

$2.58M,	  2014	  

Since	  1992,	  Case	  Law	  has:	  

•  Expanded	  Coverage	  &	  
Benefits	  

•  Limited	  Exchange	  of	  
Health	  Care	  Informa4on	  

•  Imposed	  New	  Legal	  
Costs	  

•  Limited	  Expert	  
Tes4mony	  Op4ons	  of	  
Employers	  

•  Challenged	  Exclusive	  
Remedy	  

•  Limited	  Subroga4on	  
•  Increased	  Legal	  Costs	  

and	  Li4ga4on	  Ac4vity	  
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Solu4ons 

Workers’	  Compensa4on	  System	  
Challenges	  
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Workers	  Compensa4on	  System	  
	  Integrity	  Risk	  

Slow	  &	  Inefficient	  Delivery	  of	  Benefits	  
to	  Injured	  Workers	  at	  Unreasonable	  

Costs	  to	  Employers	  
20th	  Highest	  Rates	  

Non-‐Compe44ve	  Regionally	  

Low	  Job	  Growth	  

Diminished	  	  
Economic	  

	  Development	  	  	  

Claim	  Severity	  
	  

Medical	  Costs	  
Indemnity	  Costs	  

Legal	  Costs	  
&	  	  

Li4ga4on	  
Ac4vity	  	  	  
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Ø  Rising	  Claim	  Severity	  –	  Solu4ons?	  

Workers’	  Compensa4on	  System	  
Solu6ons	  

Indemnity	  
Costs	  

Need	  to	  preserve	  System	  resources	  in	  interests	  of	  all	  
employees,	  all	  employers	  and	  New	  Mexico	  economy:	  

1.  Assess	  rela6ve	  benefit	  levels	  regionally	  &	  make	  necessary	  
adjustments.	  

2.  Incent	  return-‐to-‐work	  for	  both	  employers	  and	  employees.	  
3.  Discourage	  non-‐return	  to	  work	  for	  both	  employers	  and	  

employees.	  
4.  Prevent	  fraud,	  waste	  and	  abuse.	  
5.  Ensure	  the	  exchange	  of	  informa6on	  between	  payers	  and	  

health	  care	  providers.	  
6.  Expand	  subroga6on	  recovery.	  
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Ø  Rising	  Claim	  Severity	  –	  Solu4ons?	  

Workers’	  Compensa4on	  System	  
Solu6ons	  

Medical	  
Costs	  

Need	  tools	  to	  effec4vely	  manage	  medical	  costs	  &	  maximize	  
medical	  rehabilita4on	  outcomes.	  

1.  Adhere	  to	  standards	  for	  treatment	  of	  occupa6onal	  
injuries	  and	  illnesses.	  

2.  Enhance	  U6liza6on	  Review	  &	  Case	  Management.	  
3.  Ensure	  the	  exchange	  of	  payer-‐health	  care	  provider	  

informa6on.	  	  
4.  Encourage	  periodic	  medical	  evalua6on.	  
5.  Assess	  medical	  fee	  schedules	  and	  benefits	  regionally	  and	  

make	  necessary	  adjustments.	  
6.  Explore	  solu6ons	  to	  beoer	  manage	  prescrip6on	  costs	  

and	  chronic	  pain.	  
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Ø  Rising	  Legal	  Costs	  &	  Li4ga4on	  –	  Solu4ons?	  

Workers’	  Compensa4on	  System	  
Solu6ons	  

Legal	  Costs	  
&	  Li4ga4on	  

Need	  tools	  to	  mi4gate	  legal	  costs	  and	  li4ga4on	  
ac4vity.	  
1.  Improve	  service,	  support	  &	  informa6on	  for	  injured	  

workers,	  and	  enhance	  ombudsman	  services.	  
2.  Ensure	  Payer-‐Health	  Care	  Provider	  Exchange	  of	  

Informa6on	  &	  Ideas.	  
3.  Enhance	  u6liza6on	  review	  &	  case	  management.	  
4.  Preserve	  the	  Exclusive	  Remedy.	  
5.  Assure	  case	  management	  efficiency	  and	  balanced	  due	  

process	  on	  issues	  such	  as	  choice	  of	  venue	  and	  expert	  
witness	  qualifica6ons.	  
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GOALS	  

Workers’	  Compensa4on	  System	  
Goals	  

1.  Assure	  the	  Quick	  and	  Efficient	  Delivery	  of	  Statutory	  Benefits	  at	  
a	  Reasonable	  Cost	  to	  Employers.	  

2. Maximize	  Medical	  Rehabilita6on	  Outcomes	  and	  Return-‐to-‐
Work	  Solu6ons	  for	  Injured	  Workers.	  

3. Mi6gate	  Adverse	  Impacts	  to	  Workers’	  Compensa6on	  
Premiums	  to	  Employers	  and	  System.	  

4. Maintain	  a	  Fair	  and	  Stable	  System	  responsive	  to	  and	  in	  the	  best	  
interests	  of	  all	  employers,	  employees	  and	  the	  New	  Mexico	  
Economy.	  

5.  Support	  a	  climate	  conducive	  to	  business	  investment,	  job	  
crea6on	  and	  economic	  development.	  
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Summary	  

Workers’	  Compensa4on	  System	  
Goals	  

1.  Our	  Work	  Comp	  reform	  of	  1990	  was	  extremely	  successful	  
because	  the	  balance	  between	  worker	  benefits	  and	  employer	  
costs	  was	  fair	  and	  cost	  effec6ve.	  

2.  At	  the	  6me,	  we	  were	  widely	  considered	  to	  be	  one	  of	  the	  5	  
best	  WC	  systems	  in	  the	  country.	  	  According	  to	  the	  Oregon	  
study	  in	  2014,	  we	  are	  now	  the	  20th	  worst.	  This	  leads	  us	  to	  
believe	  that	  26	  years	  of	  changes	  have	  made	  our	  system	  too	  
costly,	  especially	  compared	  to	  the	  majority	  of	  our	  surrounding	  
states.	  

3.  The	  study	  that	  was	  authorized	  and	  funded	  by	  the	  2015	  
legislature	  should	  provide	  answers	  as	  to	  how	  we	  should	  re-‐
balance	  our	  system	  to	  be	  more	  compe66ve	  with	  surrounding	  
states.	  	  	  

4.  If	  we	  fail	  to	  do	  this,	  our	  economy	  will	  con6nue	  to	  suffer,	  
because	  a	  good	  workers	  compensa6on	  system	  is	  a	  cri6cal	  
factor	  in	  a	  businesses	  decision	  to	  locate	  here.	  
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DEFINITIONS	  

Claim	  Frequency	  means	  the	  number	  of	  claims	  per	  unit	  
of	  exposure	  such	  as	  the	  number	  of	  claims	  per	  million	  
dollars	  of	  premium	  or	  per	  100	  workers.	  
	  
Claim	  Severity	  means	  the	  average	  cost	  of	  a	  claim	  
calculated	  by	  dividing	  total	  loses	  by	  the	  total	  number	  of	  
claims.	  
	  
Direct	  WriAen	  Premium	  means	  the	  gross	  premium	  
income	  adjusted	  for	  addi6onal	  or	  return	  premiums,	  but	  
excluding	  reinsurance	  premiums.	  
	  
Indemnity	  Benefits	  means	  payments	  made	  to	  an	  
injured	  worker	  for	  lost	  6me	  from	  work	  due	  to	  a	  work-‐
related	  accident	  or	  injury.	  	  
	  
Lost-‐Time	  Claims	  means	  claims	  resul6ng	  in	  indemnity	  
benefits	  (and	  usually	  medical	  benefits)	  being	  paid	  to	  or	  
on	  behalf	  of	  the	  injured	  worker	  for	  the	  6me	  lost	  from	  
work.	  

Ques4ons	  

C.	  Quinn	  Lopez	  
VP	  General	  Counsel	  
New	  Mexico	  Mutual	  
Email:	  quinnl@newmexicomutual.com	  
www.newmexicomutual.com	  

Thom	  TurbeA	  
Execu6ve	  Director	  
IIANM	  
Email:	  Thom@IIANM.org	  
www.iianm.org	  
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