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The Adeguacy of Cash Benefi
Compensation Statutes

by Terry Thomason and John F. Burton, Jr.

Workers'  compensation pro-
grams provice cash benefits, medical
care, and rehabilitation services ro
workers who  expetience work-
related injuries and diseases’ Fach

state has a statute thar prescribes the
features of its workers’ compensation
_program, iocluding the scope of
workers and employers whe ars cov-
ered, the types of injuries that are
compensable, and the amounts of
berefits thar workers receive. The
cash benefits provided by workers
Compensation programs are particu-
larly complex because henefic fommu-
las differ between temporary anc per-
manent disability, berween total and
partial disability, and between Inju-
ries that result in disabilicy and inju-
ties that result in deatly,

We examine the relative 2ENeros -
ity of the cash henefits prescribed by
state workers' compensation seatures
for the period from 1972 1o 1993, We
rely on an actuarial program that is
adapted from the procedire used by
the National Council on Compensa-
tion Insurance (NCCI) to evaluate
the effects of changes in state Inws.2
"We also evaluate the adequacy of the
cash benefits prescribed hy the srate
programs by relying on previous ef-
forts to provide benchmarks for ade-
quacy.

STANDARDS FOR ADEQUACY

The  Advisory  Commirree on
Workmen's Compensation® of the
Council of State Governmenrs drafred
a proposed Workmen's Compensation and
Rehabilitation [aw, generally referved to
as the Model 4cz, whick was published
in the 1960s.% Arthur Larson, a Pro-
tessor at the Duke University School
of Law and a former Undersecretary
of Labor in the Fisenhower admini.
stration, chaired rthe Commitree. The
other members included representa-
tives from employers, insurance carri-
ers, state and federal agencies, labor
unions, physicians, and academics, all

with an expertise in workers com-
pensation.  The Model Acr contained
statutory language for all aspects of a
workers’ compensation program, in-
cluding detailed  specificarions for
cash benefits. :

The  Occupational Safery and
Health Act of 1970 created the Na-
tional Commmission on State Work-
men's Compensation Laws (National
Commission) and divected the Na-
tional Commission to “undertake a
comprehensive study and evaluation

of State workmen’s compensation”

laws in order to determine if such
laws provided an adequate, prompt,
and equitable system of compensa-
tion.” The National Commission was
comprised of 18 members, of whom 15
were appointed by President Nixon
f0 Iepresent state agencies, insurance
cacriers, employers, labor, and others
with expertise in workers’ compensa-
tion”  The 1972 Report of the Na-
tional Commission® included a unani-
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ts Prescribed by Workers’

mous  judgment, “The inescapable
conciusion fs that State workmen's
corpensation laws in general are in-
adecuate and nequitable.” Tn terms
of cash benefits, the judgment was
equally harsh: “Fxcept in a few states,
workers’ cempensation benefics are
not adequate

Based on these conclusions anc
az analysis of the objectives of a mod-
eril workers' compensation program,
the National Commission made 74
recommendations, which were de-
signed to extend coverage, ensure suf-
ficient medical and rehabilitative ser-
vices for injured workers, encourage
safery, provide an effective delivery
systeml, and, Imporeantly, improve
cash benefit adequacy. Ninereen of
these recommendations were desig-
nated as “essential elements of a moch
emn workmen's - compensation pro-
gram,” and the National Commission
tecommended that “compliance of the
States with these essential recom-
mendations he ‘evaluared on July 1,
1975, and, if necessary, Congress with
o furcher delay in the effective date

should then guarantec comgp]iancc

with these recommendations.”

The average state cutrencly only
complies with 12.89 of the 19 essential
recommendations of the National
Commission. ' Despite this record,
Congress has nor enacted the Federal
guarantees unanimously  supported
by the National Commission. How-
ever, one salutary effect of the Na-
tional Comvmission Report is that a
revision of the Model Act was nub-
lished in 1974 to Incorparate the 84
recommendations of the Commis-
sion ! Twentyseven  recommenda-
tions pertaining to cash benefits were
used to prepare the Model Act (Revised).
When there was a confiict between
the original Mode! der and the Na-
tional  Commission’s recommenda-
tions, the Model Act was revised ro in-
corporate the National Commission’s
recomunendations. Because the Na-
tional Commission did not make spe-
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cific recommendations for permanent
pattial disability benefits, the: provi-
sions for the duration of this type of
henefit in the original Model Act were in-
corporared into the Model Act (Revised) ™

PLAN FOR THE ARTICLE

The purpose of this article is ro
examine the generosity of cash bene-
fits prescribed by workers' compen-
sation statutes, how the generosity
has changed over rime, and how gen-
erosity varies across jurisdictions.
This is not an wrivial task hecause
workers’ compensation benefits are

-contingent on a variety of factors, in-
cluding the claimant’s pre-injury
wage, the severity of the claimant’s
injury, and the claimant’s marital and
farily sitvarion, among other things.
The complexity of the benefir formu-
lae used by the various scave workers'
compensation programs precludes an
accurate assessment of benefic gener-
0sity using one or ewo parameters.

We estimarte the average statu-
tory benefit for a disabled workers

compensation claimant in each state
for the years 1972 through 1998 by
applying the law in effect on January 1
of each year to an identical distribu-
tion of workers’ compensation claim-
ants. This claimant distriburion,
which is a national distribution ob-
tained from the NCCI, includes most
of the relevant wariables used by
statutory benefit formulae.

The Appendix describes the
methodelogy we used to construct
the estimates of Statutory generosity.
In the next scction, we present and
cliscuss national estimates of ex-
pected statutory benefits for the pe-
riod 1972 through 1998. These esti-
mates zre reported in both current
and constant dollars for the entire
period. We also report estimates dis-
aggregated by state for 1998, In addi-
tion, these starutory benefit estimates
are compared with those that would
have been paid under the Model Act
(Revised) published by the Conneil of
State Governments. The parameters
of the Model Act (Revised), which are
summarized in Appendix Tahle Al
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serve as criteria against which the ade-
quacy of statatory cash benefirs may be
fudged.

ESTIMATES OF STATUTORY
BENEFIT GENEROSITY

Data on expected cash benefits for
workers' compensation claimants in
the United Stares are presented in Fig-
ure 1. These are the berefits than an
injured worker could expect to receive
based on the workers’ compensation
stacutory provisions. applicable to the
worker. These data as well as the other
time-series dara discussed in this arti-
cle ave also reported in Table 1. The
observations are for the 50 staces plus
the District of Columbia for each of the
years from 1972 to 1998, For each year,
we report the weighted national aver-
age (mean)) of expected statutory bene:
firs, as well as the average phis and mi-
nus one standard deviation” These
clata in Figure 1 ave reported in current
dollars; that is, they have not heen ad-
justed to account for changes in the
cost of living,

$48,000

Figure 1

Expected Statutory Benefits, 1972-93
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Figure 2
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Expected Benefits, Median, 25th and 75th Percentiles, 1972-08
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The data in this figure show that
in 1972, the average woﬁ:el § compen-
sation claimant conid expect to 're-
ceive a little over $2,200 in benefirs ;
the result of his or her worl i injury. 5
1298, average expected workers’ com-
pensarion  benefits had riser o
around $11,000, a five-fold increase.

The hqrancc berween the Loa
ancl botrom lines depicted in Figure
Iz a measure of the varation amoeng
states with respece o ex wew*d swark:
ers’ compensation benefits ¥ These
data suggest that stare workers’ com-
pensation  prograns  became  mare
heterogeneous over time. The vart-
ance i expected benefirs increased
trom 1977 through 1983, then declined
markedly in 1986 hefore mmca%mv
again throughout the remainder
the period,

Figure 2 reports the median ex-
]DCC""d cash benefits ameng the 3
jurisclictions ncluded in oar stud\' as
Wel] as benefits paid av the 25™ and
75" percentiles, 4 comparison of the
median in this figure with the mean
in Figure 1 suggests that the distrilbo-

tion of expected cash benefits across
states Is skewed right. Thar is, a few
very high benefit states in the right
hand L'ul of the distribution are nuli
Ing the national average (me'ln) up
relative to rthe mcdlm This is also
eﬂ"mbd in the distance of the 25
and 75% " percentiles from the median.
As can be seen, thr oughotit the period
the median i is much docm to the 25™
than to the 75" percentile, but ppar-
ticularly toward the end of the study
period.

Real expected benefic daca - in
1998 constant dollars — for the 30
state workers' compensation pro-
grams plus the District of Columbia
are reported in Fignre 3. As expected,
the slopes of the lines in these ﬁcul €5
are much flatter than the current dol-
lar benefit data depicted in Figures 1
and 2. The welwnted average of real
benzsfit for the United SLatc@ was
about $8,700 in 1972, rose t0 abour
$10,300 in 1975 — around 4 15 percent
constant dollar increase — then de-
clined slightly in the early 1980s, be-
fore increasing once again curing the

vest of the 1 9803 Real benefits de-
clined again in the eatly and mid-
1890s, hefore meren eing somcwhar n
the last rwo ¥ears to reach almmt
S1L000 in IQQQ

The  immediate Ppost-1972  in-
crease in real benefits s probably ac-
tributable ro the effect of the Report of
the National Commission on Srate Work -
mien’s Compensarion Lews, which recom
mended a number of changes to stare
laws liberalizing henefits and which
recommended fcckm] standards for
state workers' compensation pro-
grams if the stares failed to fmprove
he' lavws,

There is little fndication in Fig-
tre 3 and Tahble 1 that interstare varia-
tions in real berefits increased over
the study perioc. The gap between
one suandﬂu d deviation helow and one
standard deviation above the mean
increased over the Ffirst few. years
(1972 to 1976), but declined between
1878 and 1985, Ix declined may kedly in
1956 and again ir. 1991. Between 1991
and 1996, interstate variarion contin-
ved to decline, although at a slower
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Figure 3
‘Real Expactad Benefits, 1908 Dollars, 1972.93
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pace. In the last rwo vears, variatior.
once again increased,

Data comparing expecred hene-
fits uader the actual statutory pa-
rameters with the henefits pltgcnbcci
by the provisions of th Model Act
(Rrvzml) are presented o Figure 4.
The weighred average (mcan) Tenefit
pv"mﬂde(l by state worLLrs compensa-
tion statures Improved shightly in
revins of adecquacy during the first fve
vears of the period; vising from
slightly less than 37 percent of the
benefits preseribed by the Model At
(Revised) in 1972 to abour 48 percent
in 1976, The ratio of actual sta LULory
benefits to Mode! Act (Revised) benefirs
was relatively unchanged over the

remainder of the penod, although it
declined slightly from 1992 thmuc

1998 befare inc reasing somewhat over

the last two years.

Once again, these data indlicare
that interstare benefit variaton in-
creased [rom 1972 throwgh 1979, and
then remained unchmﬁed until 1986
when it fell markedly. 1he.rc:1€tc1 the
standard deviation of the benefit ratio
declined steadily until 1997, when it
once again increased, L\ssummcr that
the Model Act (Revised) vepresents o
reasonable  cricerion by which to
judge the mcome-rephcmmm ade
quacy of workers’ compensation
henefits, the data in Figure 4 suggest
that statuto ty benefit kve]s have ]‘\ean

‘ Figure 5
Expecied B

enefits under Current Law, By Siate,

1958
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and remain woefully inadequace in
the overswhelming majority of states,
Over ane-half of the states prescribe
benefits that are less than hall' the
berefits thar are prescribed by the
Model Act, _

Finally, Figures 5 and 6 and Ta-
ble 2 present henefit measures for in-
cividual srates for 19987 These data
indicate there is substantial interstare
variation in the generosity of cash
benefits. Figure 3 shows thar ex.
pected statutory benefits for 4 worlk-
ers’ compensation claimant in 1908
ranged frem 330907 for Imured.
workers ia the District of Columbia
to 54,393 for identical infured worlk-
ers ir Louisiana. Figure & reports the

Figure 6
Ratio of Benafits under Surrent Law to Modal Act
Benefits, By State, 1998
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B . Table'z ratio of actual to Model Ace (Revised)
Expected Benefits and Ratig ofStututor_v Benefits benefits for individual staes. Using
to Model Act Benefits, 1998, By State this measure, workers’ compensatioﬁ
Ratio of Benefits benefits aze most generous in Penn-
Expected . under Current Law to sylvania, where the statutory benefits
State . Benetits Benefits under Modal Act prescribed by the Pennsylvania work-
Alabama , 37,142 36.1% ers’ colpensation program were 110
Alaska 310,479 42.1% percent of the benefirs prescribec by
Arizona : 513,940 64.9% the Model Act (Revised). Om the oppo-
Arkansas 8,091 45.3% sice end of the specrrum, statutory
California 56,421 24.7% cash benefits for claimants in Nevada
Colorado $8,319 35.2% were a little over 20 percent of the
Connecticut 512,995 43.2% benefits that would have been pre-
Delawars 514,353 C57.6% scribed if the stace had adopted rhe
District of Columbia $30,907 86.7% Model Act (Revised). Once again, the
Florida 56,608 32.0% dlata in Figure 6 indicate that in most
Georgia 510,242 45.3% states benefits are inadequate if the
Hawalj 514,603 68.7% Model Act (Revised) is used as an ade-
Tdaho $9,750 33.83% quacy criterion.
Minoig S11,871 46.5%
Indiana §7,002 37.0% CONCILUSIONS
Towa 59,977 52.4%
Kansas 512,513 63.7% Our results provide strang evi-
Kentucky B14,347 73.5% dence that cash benefics prescribed
Louisiana 54,395 22.3% by stace warkers compensation stat-
Maine $12,723 o 67.2% utes have barely {improved since che
Marviand $9,673 39.6% submission of the National Commission
Massachuseits ' 315,603 S 36.2% Report. Qur statutory benefit index
Michigan ' $10,436 41.1% has a number of advantages over
Minnesota : §8.012 34.1% other measures of benefir generosity,
Mississippi 59,636 55.4% namely the average amount of bene-
Missour $8&.,830 41.7% fics actually paid by workers’ com-
Montana 55,085 30.7% pensation programs, either per claim
Nebraska $10,907 58.4% or per injured worker, First, actual
Nevada $4,501 20.3% benefit measures are not easily bench-
New Hampshire $13,522 59.6% marked wsing a standard like the
New Jersey $14.140 48.6% Model Act (Revised). Second, there is
New Mexico $13,256 70.6% substantial vaziation among stace
New York $17.413 58.2% workers’ “compensation  programs
Nocth Carolina 87,191 34.9% ' with respect to the kind and uality
North Dakota $11,716 69.8% of dara they collect on actual benefic
Ohio 511,656 32.3% payments, lmiting interstate compa-
Oklahoma 57,106 38.7% rability. Finally, actual henefics paid
Oreeon $9. 042 41.8% measures do not control for varation
pengsygmma $25,513 110.2% in the industrial, occupational, and
Rhode Island $10.749 . 48.7% demographic composition of emplov-
South Carolina ' $8;930 46.7%, mene, either actoss jurisdictions or.
South Dakota $7,254 437% over time, and this variation could
Tennessee 33,846 42.5%, significancly bias actual benefir pay-
Texas $8.303 33.99, ment measures. Simply put, a state
Utah $8 355 42.5%, with a high proportion of employ-
Vermont $14.295 73.4% ment in rela'l‘,iyel\,‘f risl occupations
Viretnia $15.028 65.49%, would have higher actual benefir pay-
Waghington $13.575 36.19 ments t:han‘a state with a lgwer pro-
West Virginiz $7.963 43.0% portion of h.lghfns k occuparions, even
Wisconsin 510,358 49.6% ‘ if the benefit formulac_: in effect in the
#yoming $14.989 83.0% two states were 1denncalH 5 % IS5




There are, however, some limita-
tions to out data. Differences in the
administration of workers compensa-
tion programs can result in substantial
differences between benefits expected
on the basis of an actuarial assessment
of state statutes and the benefits actu-
ally paid to injured workers. Actual
henefits will be higher in states thar
administer the law in 2 way more fa-
vorable to claimants, while the appo-
site will be true for states with less
liberal adminisrration.

Overall, our data indicate thaz,
while cash benefits prescribed by
state  workers’ compensation pro-
grams improved somewhat in the first
few years following the Nagonal
Comimission’s report, most stateg’
statutory benelits continue to he
woefully inadequate when judged
against the standards premulgated in
the Model Act (Revised), Only Penmsyl-
vania prescribes benefits that meet or
exceed those that would be required
under this srandard of adequacy. In
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some stares, the workers’ compensa-

tion statutes provide injured workers

benefits thac are only 20 percent of
those required by rthe Moded Act
(Revised). On average, stafe workers'
compensation statutes prescribe cash
benefits that are only half those that
would be provided if states adopred
the provisions of the Model At
(Revised).

ENDNOTES

L We use “iﬁ]’uries“ to Include injuries and
diseascs for-the balance of this arricle,

2. The National Comncil on Compengation
[surance (NCCI) provides razemaking and
statistical services to insurers, local riremaking
organizations, and other stakeholders in abour
40 jurisdicrions (staves plus the District of
Calimbia). )

3. Workers” compensation Drograms were
generaily referred to as workmen's compensa-
tlon programs unti] the lace 10705,

4. The Model Act was published in the 1963
and 1965 vohmes of the Program of Sussested
Stae Legislation, and was subsequently re-
printed as Workaen's Compensation and Rehebilita-
fon Taw Wik - Section by Scerion Commentary
{Lexingron, KY: Couneil of State Governments,
1973)

3. The three members of the National Com-
mission wha were ex officie mermbers were the
Secretaries of Labor, of Commerce. and of
Healeh, Educatrion, and Welfare.

6. Mational Commission an Stace Worle
men's Compensation Laws, The Report of the
Natignal Cammissien on State Warkimen's Combpensa
tion Laws (Washingron, DC: Government Print-
ing Office). 1973, heveafter the Mational Commis-
sion Report. - The Narional Commission Repoit can
be  downloaded  from i workerscomp-
FeSOUTCEs.COm. )

7. National Commission Report, . 119.

8. National Commission Report, . 33.

9. National Conmmission Report, . 26.

10, Glenm A, Whirtington, Office of Work-
ers’ Compensation Programs, ULS, Department
of Labor Fuployment Srandards Adwministra-
tion, Stne Workers' Compensation Laws in Ejﬁ*c: on
Jameary L 2000 Compared with the 19 Essearial Recom-

menditions of the Nationa! Commission on Searc
Woidanon's Compensation Laws (Washingron, DG
U.S. Department of Labory, 2001

1t Workers' Compensarion and Rehabilitation Lave
(Revised) {Lexington, KY: Coancil of Stare Gov-
ernments, 1974 herealter dodef Act (Revised)

12. The maximum weeldy benefic of 200
pertent of the stare's average weekly wage
recommended by the Natfonal Commission for
ather types of cash benefits was nsed far PPD
benefits.

13. Seate data on annwal employment cov-
cred by the uneraployment insurance program
are used as weights :

14. The variation ameng states in expected
workers” compensation benefics is measured by
the standard deviation.

13, Suate specific data on real expected
benefits pald to workers with at least one day
of disability, for the peried 1975 to 1095 may be
found in Terry Thomeson, Timothy P,
Schmidle, aud Jobhn F Buzton, Jr., Werkers' Com-
pensation: Bencfits, Costs, and Safery inder Alternative
Tnsurance Arrangemenrs {Kalamazoo, M1 The
Upiohn instimare for Employment Research),
2001, Appendix D, pp. 4025,

16. Each state workers' compensation stat-
ute provides 2 neminal replacement rate for
each type of cash benefic. A rypical nominal
replacement rate is-66 2/3 percent of preinfury
gross wages. However, o worker's actual re-
placement vate can he loss than the nowminal
replacement rate it the worler is a high-wage
worker whase henafits are limired by the pro-
granv's maximum weeldy benefit. Conversely. a
worker's actual replacement vate car: be higher
than the nomimal replacement rate if the
warker is a low-wage worker whose benefics
arc inereased by the program’s minimum
weelly benefit. W consider the effects of the
maxinum and minimum weekly henefirs on
the nominal replacement rate in our caleula-
tions of the average weekly henefit received hy
injured workers.

I7. Our methodology is explicated in Terry
Thomason, Timothy 2. Schmidle, and John F.
Burton, Jr., Workers' Compensation: Bencfits, Costs,
and Safety wider Alternarive Insurance Arrangoments
{Kalamazoo, ML The Upjohn Institure for
fmployment Rescarch), 2001, Appendiz D, pp.
393-407. .

18. The distribuvion of dependenicy statug is
based on faval cases,

I9. Social security benefies are based on the
clatmani’s wage history over o lengthy peviod
rather than the pre-injury weckly wage. Sinee
we lacked informarion on the eavnings history
of worlcers’ compensation claimants and how
that history relates ro our wage distribution,
we assined that the Pre-imjury wage accit-
ravely reflects current anmual carnings, which,
i e, accurarely refleers the claimant's wage
history,

20, The workers will qualify for medical
benefirs and may also qualily for PPD benefits
if their injury Tesults in & permanent impair-
ment cven if they do not qualife for TTD hene-
fits.

2L We used the same wage for each stare
that was used ro caleulare the expecred rempe-
raty cotal disabilicy benefits based on accual
pravisions jn the state workers' compensation
statuie (shown In Figure A1) ro calenlare che
expected tesnporary total disability benefics in
the stare if the Model Act provisions were in
effect in the state, :

22. OF eowrse, not all claimants will experi
ence all four periors, depending on the age and
family seatus,

23 A few states (eg., New Mexico, Califor-
nia, and Montana) ase formulae thar incorpo-
rare factors such as the level of education, oc-
cupation, and age to determine los: earning
capacity for a giver functional impairment.
those statzs, we use CPS emploviment data and
claims data from the New Yorl: Seate Worleers?
Compensation Beard o determine the average
lost carnings capacity for a given degree of
fumctional npaitment. which is then linked
with the NCCI PP distriburion,

24, Monroe Berkowitz and [ohn F. Buron,
Tz Permanent Disability Bencfits in Workers' Com-
pemsation (Kalamazoo, ML The WE. Upjohn
fustirare for Employment Researchy, 1967,

23, In many staies benefit payments to de-
pendent children may coutinne while the child
is enrolled in an educarional fnstimtion after
the age of majority untl a samewhar lacer age,
typically age 21 o 22.
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APPENDIX

Methodoiogy Used ro Caleulare
Statutory Benefit Generosity

Assesstng the velarive generos-
Ity ol the cash berelits paid by the
various workers’ compensation pre-
grams is difficult, i pare because
benefits are based on a pumber of
patameters that vary substantially
across jurisclictions, Each benefici-
ary typicaily receives 2 periodic pay-
cment  (usually a weekly benefit},
which depends on the injured
worker's pre-injury wage, the sever-
ity of the claimane's disability, and
the stature applicable to the worker,
The duration of these benefit pay-
mengs depends‘on the severity of the
claimant’s disability, although there
are limics on beénefit duration cha
vary hoth across states and, vwithin o
state, among injfury types.

Thus, it is difficuls ro accurately
assess - the generosity of statutory
berefit formulue across staves or over
time using only a few parameters,
such as the nominal replacement rage
(eg., bevelits aie 66 2/3 percent of the
woiker's preinjury wage) or the
weekly benelit maximum,'® Insread,
an accurare evaluation of generosity
requives the evaluation of the cash
benefits patd to a representative: dis-
tribution of workers' compensation
claitas that varies along most of the
dimensions used ro derermine bene-
fits in the vatious stare programs.
We apply each stace’s seacutory for-
mulae o determine the benefirs paid
to each claim tn thar distribution, and
we then caleulare the average benefit
paid to all claims in the distiibution.
In this article, we use this type of ac-
fuarial procecure to assess cash bence-
lits paic by state workers’ compensa -
Hon programs for each vear in the P
viod from 1972 t0 1998

Workers' compensation starures
typically use a four-part classification
scheme to categorize cash benefirs:
temporary total disability (TTD); per-
manent total disabilivy (PT0); perma-
nent partial disabilicy (PPD): and fa-
talities (Fatals). For each type, total
capected benelits are equal to the

- product of: (1) the average weekly

benefic and (2) the durarion of
benefit payments in weeks. We cal.
culate these two components sepz-
tately using appropriace wage or
duration distributions; we  then
take the product to obtain the total
expected benefit amount for each
benefit type. These separate benefir
type estimates wers thep combined,
using - a national distribution of
claims by type, to produce an over-
all expected benefir estimate for af
disabling injury and illness claims.
In the remainder of the Appendix,
we describe the methods used to
calculate each compenent of the
overall estimate ™

Weekly Benefits

Stmilar methods were used o
calenlate weeldy benefics for all fous
types. The basic procedure was to
first construce o hypothetical Wiage
distributicn for each stare, by center-
ing a national wage distribution on
the average weeldy wage paid o
workers covered by unemployment
Insurance in the state. We then caley-
late benelits paid ro each worker in
this distribution wsing the nominal
repiacement rate and the weekly
benefit minimums and maximume
prescribed by the state statute in ef-
fect on January 1 of each year in our
study. A average weekly benefir for
each state and year was then obtained
by averaging acvoss all workers in the
distribusion,

In some juriscicrions, it was nec-
essary to modiiy this basic amount for
one of at least four reasons, First, in
some states weekly benefits depend
on the nwmber of the persons depend-
ent on the claimant at the time of in-
jury. Iin those instances, a distribution
of claims by the injured workers fam-
ily status® - which is described in
mote detail below - was combined
with the wage distribution, benefics
were caleulated for each claim in the
combined distriburion, and an aver-
age was taken for the entire claim dis-
tribution,

Second, in most states the nomi-
nal replacement race is a percentage
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ol rthe workers preinjury  gross
weelly wage.  However, in some
states the nominal replacement rae is
4 percenrage of spendable earnings
(or alter-tax income). Ir: those cases,
the before-tax wage distribution was

converted to an afrer-tax wage distri-

bution 1y dechuicting the estimared
federal and stare income rages as well
as FICA. Taxes were caleulated on
the basis of the claimant's presumed
tax statas given rhe number of de-
pendents assumed by the combined
wage-family status distribution. Once
again benefits were caleulaced for
cach claim in the distribution and an
average was taken,

Third, in some states weeldy
benefit paymenrs are reduced by the
payment of orher benefits, most nora-
bly social security old age and survi
vors (OAS) and social secarity dis-
ability (SSDD) henefire. This ATROLNE,
otherwise known as ar offser. was
calculated for each claim in the com.
bined wage-tamily seacus distribution
to determine  the social securicy
monthly benefit due rthe claimant,
which was converred to a weeldy
amount. We assumed thar $5Df only
applied to PTD claims, that QAS
benefirs only applied to PTD and facal
clafis, and that other offsers (such as
unemplovment insurance) were not
applied to any workers' compensa
tion benefics ™

Finally, in some stazes the weekly
benefit is indezed ro changes in the
cost of living or the stare’s average
weekly wage. In those states, we have
inflarad the duration af PTD, PPD, or
taral claims as appropriate o acconnt
tor inflarion. U benefits were indexed
to the CPL benefits were increased by
four percent annually. I benefirs
wete tied to the seare’s average
weekly waze, we assumed a six
pereent inflacion rare for bene-
[irs.

Temporary Total Disability Benefirs

Durarion. Staticory provisions
may limit the duration of TTD benefir
duration in chree ways. [First, in all
states, clabmants do not receive pay-
ment for che first few days of disabil
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ity. This form of a deductible, known
a8 4 waiting period, is three ro seven
days (depending on the state). Clain-
ants with disabilities thar are less

ful of states limir the nuith
the claimant and/or the
of TID henefits the ¢l
lect,

dol

aimant may col-
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er of weeks

Temporary  Total Disabilicy
lar arnount

Benefits in 1998, . For each state in
each vear hetween 1972 and 1998 av. -
erage duration for femporary total

than the waiting period receive no
TTD benefirs. @ Second, if the disalil-
ity continues for g loager period -
known as the rerroactive period,
which is 10 days to two weeks in most
states - the claimant will be retroac.
tively compensated for cisability cur-
Ing the waiting period. Third, a hand-

A national distibution of TTD
claim  duracions, provided by the
NCCT, was used to calenlate average
TTD benefit duration for each state
and year after applying the statutory
parameters with respect to the waiting
andl retrospective periods as well as
any limits on TTD duration ar benefirs.

disability henefits was multiplied by
the average weekly benefit to vield
the total henefits paid to TTD claims.
The expected temporary total disabil-
ity bencfits hy state for 1908 are
shown in Figure Al The averages
anged frow $2,773 per worker in the
District of Columbia o 559 per
worker in Oklahoma,

T ——

————

Table A1
Wodel Act Provisions

= Temporary Total Disability ' Pormanent Partial Disability - Unschediled
O Weekly Benefir o Heelhy Benefir
Maximum = 200 percen of state averane weekly wace T Maximums and minimume identical to T'TD
(SAWW) lagaed three vears *  Nominal replacement rate = 66 273 ¥ of lost wase-earming
* Minimum = 20 pereent ol SAWW lagoed three veurs capacity
. Norainal replacement rate = 66 2/3 percent ¢ Duration
o Duration " Nelimit
" Waiting period = 3 days '
Retroactive period = 14 davs % Fatalities
* Noother limit on duration 0 Heekly Benefir .
" Maximiim = 200 percent of state averace weekiv wage

o T - - (SAWW) lagged three vears

% Permancnt Total Disability Minimuom = 30 percent of SAWW laceed three vears
o Weekly Benefir *  Nominal replacement rate = 66 2/3 percent
Same as TTD = Offset by 100 percent of Sacial Security retirement benefits
Tndexed to chanae in SAWW lndexed to chance in SAWW
0 Burarion o Duration
" Ne limit " Ceases upon remarriage
Upon remariiage, spouse receives two vears of benefits
AAAAA ———— e ]
“ Permanent Partial Bisability — Scheduled mjuries
o Weekly Benefir
T Minimum & magimum identical to TTD
*  Nominal replacement rate = 55 % of wage loss, sxcept
for scheduled injuries involving total loss or totaj
loss of use of a2 major member, for which the nominal
replacement rate is 66 2/3 Y% of lost Wage-earing capacity,
¢ Duration
*  Determinad by following schedule:

Injury Type Weelts | Injury Type Weeks
Arm, above elbow 360 I Ath finger, 15t phalange I &
Arm, below elbow 324 4th finger, 2nd phalange 16
Hanel 324 l Leg, above knee 240
Thumb, 1st phalange &3 ' Leg, below knee 168
Thumb, 2nd phalunse 130 F Foot 168
Ist finger, st nhalange 40.5 Great toe, Ist phalange 13
Tst finger, 2nd phalange 81 Great rbe, 2nd phalangé 3
2nd finger, |st phalange 323 Lesser toe, 2nd phalange 12
2nd finger, 2nd phalange 63 One ear 3328
3rd finger, Ist phaiange 16 Two ears -208
3rd finger, 2nd phalange 32 Eve, enucleatjon 150

Eve, loss of vision ﬁ IO (H iS— 15 J
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Figure A1

TTD Benefits, By State, 1993

Figure A2

TTD Benefits, Ratio to Mcdel Act,

By State, 1998

As a basis for evaluating the ade-
quacy of the remporary rotal disabil-
ity henefits preseribed by state work-
ers’ compensation statures. we also
calenlated the benefits that would
have been paid by each jurisdiction i
it had adopted the provisions of the
Model Act (Revised), which are summa-
vized in Table ALY As we previously
discussed, the Mode! Act (Revised) pa-
rameters offer a widely accepred
standard by which to judge the ade-
quacy of cash benefirs provided by
state workers' compensacion stat-
utes, Figure A2 shows the ratio of
actual  statutory temporary  cotal
benefits to Model Act (Revised) termpo-
rary total benefits for  individua!
states. Using this measure, rempo-

rary total disabilicy benefits are mase
generous in Wyoming, where the
benefits prescribed by the searute
were 130 percent of the benefits pre-
scribed by the Model At (Revised)
Temporary total disability benefits
In 1998 were least generous in Olda-
homa, where che Lenefirs prescribed
by the siatute were less than 43 per-
cent of the benefits prescribed by
the Model Act (Revised).

Permanent Total Disabilicy Benefits

Duration. Some juriscictions it
the duzation of PTD benefits and/or or
the total amount of bhenefirs paid.
Unless such a limit was specifically

mentioned in the starure. we assumed

w0ers TAF4 1a0y,

that PTD benelits were paid for life. 1n
either case, we determined the dura
tion of PTD benefits using an age dis-
trbution of PTD claims provided by
the NCCI and a mortality table fom
the US. Census Bureaw. The expected
benefit durarion, discounted at 3.5 et
cent and adjusted for mortali £y, was
calentared for every claimant in the age
distribution, which was then multi-
plied by the average weekly benefir to
obtain expected roral bepefits.

Where the workers' compensa-
tion statute indicates that PTD bene-
fits arve offser by S3DI, the benefit pe:
riod is divided into four periods: a six-
month waiting period during which
we assume the claimant peceives no
social security benefits; a period dur-

SR




28

ing which SSDI includes benefics for
dependent children; a period, afrer
the children are presumed to have
reached majority, during which enly
58D s paid; and a period, beginning
at age 62, when SSDI benefits are no
Jonger paid.™ Benefit duration is cal-
culated far each of these periods, ad-
justed for mortality and disconnted a
3.3 percent: each cemponegnt is multi-
plied by the applicable weekly henefit
for that period. '

Whiere social security retirement |

benefits offset workers compensa-
tion, benefit duration is broken into

two sub-periods ~ hefore and afrer -

age 65 ~ and a separate durarion of
each sub-periad, adjusted for marcal-
ity and discovnted ac 3.5 percent, is

Figure A2
PTD Benefits, by State,

calculared and then multiplied by the
appropriate weeldy henefir (affset or
net offset).

Permanent Total Disability
Benefits in 1998, For each stare in
each year between 1977 and 1998, av-
erage duration for permanent roral
disability benefits was multiplied by
the average weeldy benefic to yield
the total benefits paid to PTD claims.
The expected permanent total dis.
ability benefics b state for 1008 are
shown in Figure A3 The averages
ranged from $867,459 per worker in
Vermont to $71.702 per worker in
Louisiana.

As a basis for evaluating the ade-
quacy of the permanent toral disahil-

Novem’ber:’Decemb er 2001

ity benefits, we also calenlaced the
benefits that would have been paid by
each jurisdiction if it liad aclopred the
provisions of the Model Act (Revised),
which are summarized in Table Al
Figrre A4 shows the ratio of acrual
STaturory permanent rotal henefics ro
Modd Acc (Revised) permanent toral
benefits for individual stares. Using
this meastre, Permanent total disahil-
ity henefits are most generous in Ver-
mont, where the benefics prescribed
by the starute were 71 percent of the
benefits prescribed by the Model Ac
Revised).,  Permanent toral disahilicy
benefits in 1998 were least generons
in Leuisiana, where the benefits pre-
scribed by the stame were fess than

Figure A4

PTD Benefits, Ratio to Model Act, 1998
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six percent of the benefits preseribed

by the Model det (Revised).

Permanent Partial Disabilicy
Benelits

Duration.  Most state starates
recognize two different types of
PPDs: scheduled and nonscheduled.
Scheduled PPD benefics are paid to
claimants who have suffered Injuries
o an extremity (such as a leg or
hand), an eve, Or an ear that are in-
cluded in a list o schedule in the star-
ute. The maximum  durations of
scheduled benefits for the physical
loss or loss of use of these body mem-
bers ave specified by stamite, For ex-
ample, in New York, a claimant who

Figure As

PPD Benefits, By Stats, 1992

loses the usc of  leg is enricled to 288
weeles of benefits, whereas a claimant
who loses an arm is enricled o £ 0]
weeks of benelits, In the event of 4
partiai loss of a scheduled bedy pari,
benefits are pro-rared based on the
amount specified for the entire Joss,
so that a New York claimant who sui-
fers a 30 percenc [oss of an arm is en-
titled to 156 weeks of henefirs.

The Dasis for nonscheduled PPD
benefits ~ that is, PPDs involving a
Body part that is nor specifically
mentioned in the statute - varies
widely among stares. In some state ,
nonscheculed benefits are based on
the exrent of permanent impairment
or fancticnal limftation ~ which i
essentially a medical determination -

29

while other jurisdictions evaluate the
claimant’s  lost earning capacity,
which cousiders the seriouspess of
the injury plus factors such as the
wotker's age, education, and work
experience. o a handhl of states,
including New York, nonscheduled
benefics are proportional to the ex-
tent of actual wage-loss, i.e. rhe dif-
ference between the claimant’s pre
and post-tnjury wages.

In some states, the durarion of
nonscheduled PPD durarion is identi-
cal for all such injuries, and rhe
weekly amount varies according o
the severicy of the injury, while in
other states the duration varies ac
cording to the severity of the injury
(e, the extent of Jost wage-earning

igura A5

F
PPD Benefits, Ratio te Modeal Act, 1928
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capacicy or functional Impairment),
while the weekly benefic does not
vary by severity.

For permanent fmpairmen: or
loss of earning capacicy jurisdictions,
we utilized a national distribution of
PPD claims that varied by body part
and the degree of impairment® For
wage-loss states, we used 2 wage-loss
distriburion derived from a study by
Berkowitz and Rurcon™ to derermine
the extent of wageToss associated
with a given degree of permanent im-
paiement. This relationship between
permanent  impairment and  wage-
loss figure was the linked with the
NCCrs distrilnition of PPD claims by
SEVEriy to create a wage-loss distyi-
bution for PPD claimants.

statutory information was com-
bined with the resulting PPD distri-
bution (wage Joss, earning capacicy,
OF permanent impairment) to derer-
mine average disability durarion.
Similar to PTD claims, PPD benelit
durations were adjusted for mortality

and a 3.5 percent discount rate.

Permanent . Partial Disability
Benefits in 1998, For each state in
each year between 1972 and 1998, the
average duration for permanent parrial
disability benefics was miltiplied Ty
the average weekly benefit to vield the
total benefirs paid ro PPD claims. The
expected permanent partial disaliliry
benefits by state for 1998 are shown in
Figure A5, The averages ranged from

Figlra A7
Fatal Benefits, By State, 1398

November/December 2001

78,891 per worker in the District af
Columbia to $5.763 per warker in Ne-
vada.

As 2 basis for evaluating the ade-
quacy of the permanent partial disabil-
ity bencfits, we also calenlated the
berefits thar would have been paid by -
each jurisdiction if it had adopted the
provisions of the Model Act (Revised).
which are summarized m Table 1A,
Figure AG shows the razio of actual
Statutory permanent partial disahbiity
penefits to Model Acr (Revised) perma-
nent partial disability bevefirs for indi-
vidual szates. Using this measure, per-
manent partial disability benefics are
mest generous in Pennsylvania, where
the benefits preseribed by the stacure

Figure A8

Fatal Benefits, Ratio to Modal Act,
By State, 1998
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were 146 percent of the benefirs pre-
scribed by the Model Act (Revised). Per-
manent partial disability benefits in
1998 were least generous in Nevada,
where the benefits preseribed by the
statiite were 12 percent of the henefics
prescribed by the Model Act (Revi seed).

Death Benefits

Duration.  While states pay
death benefits w0 & variety of de.
pendents, NCCT claim data indicare
that over 93 Ppercent of all facal work
Injury claims involve: (1) workers
with nro dependents enritled o
benefits ov (2) workers whose sole
dependents are their spouses, or
their spouses and children. Conge.
quencly, our death henefit estimares
were based only on these two care-
gories of fazal injury claims (and dic
aot consider other categories of de-
pendency, such as parents).

In most states, the deach benefic
1s paid to rhe spouse vnril his or her
death or remarriage, while death
benefits are paid to children of the
deceased worker until the age of ma.
jority.” Most states also pay 2 lump
Sum amount, typically ecuivalent o
two years of benefits, to the remar-
ried spouse. In some jurisdictions,
there is 2 limit en the duration of
faral benefir payments aud/or on the
total amonnt of dearl benelics paid
to all dependents. Finally, all scares
pay for funeral Lenefirs y Poto oa
specified maximum. We  assumed
that waximum fineral benefirs arc
paic in every case.

The NCCT provided wus with 4
diszribution of faral fijustes by fam-
ily status, i.e., the proportion of faral
claiims involving ne dependents, a
shouse ax the oaly dependent, 4
spouse and one child, ete. These dars
were combined with SCALUEOLY pa-
rameiers o determine an average
dearh henefit duration, adjusted for
mortality and the probability of re-
marriage and discounted ar 3.5 per-
cent, whick, in turn, was ‘multiplied
by the average weekly henelis to oh-

Table A2

Injury Distribution

Fatal Injury Claims

Permanent Total Disability Claims

Major Permanent Partial Disabilicy Claims

Minor Permanent Partizi Disability Claims

tain an average total benefit for faral
clims. We alse inchuded an ex.
pected lump sum remarriage amounr
as well as the maximim payment for
funeral expenses.

In some states, the weelkly bene-
fit payment varied wich the number
of dependencs. For example, in Ala-
bama the replacement rate for g
spouse with no dependent chiidren
is 30 percent of the pre-injury wage,
while for a spouse with dependent
children, the replacement rate is 66
23 pereent of the wage. In these
cases, we calculated two average du-
rations for fatal benefits - the dura-
tion before the children reached the
age of majority and the duration
thereafter - and two average weekly
benefit payments for those claimants
with dependent children, one hased
on the amount paid o a spouse with
no dependent children and the other
based on the amount paid to a
spouse with dependent children,

Death Benefies in 1998, for
each state in each vear between 1972
and 1998, average duration for death
benefits was multiplied by the aver-
age weekly benelit to vield rhe voral
benefits paid to death claims. The
expected death benefits by stare for
1998 are shown in Figure A7, The
averages ranged from $889,348 per
worker in Congecticut ro 574 453
per worker in Florida,

As a basis for evaluating the
adequacy of the dearh benefits, we
also calevlated the benefits rhat

¥

wotld have been paid by each juris-
diction if it had adopted the provi-
sions of the Model Act ( Revised), which
are suminarized in Table 14 Figure

(.23570%
0.31620%

8.52930%
24.08630%

66,8324009,

A8 shows the rario of actua) staru-
tory death benefits ro Model Aa
(Revised) death henefits for individug]
states.  Using this measure, death
benefits are most generous in Wash-
ington, where the benefirs pre-
scribed by the statute were 125 pet
cent of the henefits preseribed by
the Model Act (Revised). Death bene-
fies in 1998 were Jeast generous in
Florida, where the benefits pre-
scribed by the starute were (4 per-
cent of the benefits preseribed by
the Model Ace (R evised).

All Types of Cash Benefirs

To ebtain an overall measure of
geaerosity ol cash benefits, the
separate  components described
above were combined using the reja-
tive frequency of each type of benefit
as weights. To iltustrate the proce-
dure for 1998, we combined the data .
shown in Figiire Al (temporary total
disability benefics), Figure A3
(permancnt  total disability bene-
lits), Figure 45 (permancac partial
disability benefirs), and Figure A7
(death benefits) to produce an ex.
pected cash benefic for all types of
claims. We used the national imjury
distribution showr in Table 42 for
this purpose. The resulting 1998 av.
erages for all types of cash benefirs
are shown in Figure 3, which is in
the main body of the article. A simi-
lar procedure was used for all years
berween 1972 and 1998 ro produce
the state observations that in turn
were used to produce the figures and
tables in this article.

the




