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Summary of the Contents
In This Issue:

Workers' compensation costs to private industry employers nationally averaged 1.92
percent of payroll in 2001, according to data from the Bureau of Labor Statistics (BLS). Dis-
cussed in the first article by Blum and Burton, this figure represents a decrease from the
previous year. As reported in the May/June 2001 issue of Workers’ Compensation Policy Review,
employers’ costs were 2.02 percent of payroll in 2000. Variations of the national BLS data
are also presented, including breakdowns by region, industry category, occupational
grouping, number of employees, and bargaining status. These data reveal costs as low as
1.40 percent of payroll for establishments with 500 or more workers when studied accord-
ing to number of employees. In contrast, when industry categories are examined, the min-
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Workers' Compensation ing and construction industry is found to have costs as high as 4.91 percent of payroll.
Costs in 2001: Regional, The decreasing average cost to employers nationally seems to be in keeping with the
Industrial, an d Other results of data analyzed in the second article, which focuses on the workers’ compensation

benefits paid to workers in the United States from 1985 to 1997 as reported by the National

Variations.......c.ccocereeenee. 2 Council on Compensation Insurance (NCCI). Expanding on an article in the January/
February 2001 Workers’ Compensation Policy Review, this study finds that benefits generally
, ) have been decreasing from roughly 1991 through 1997, the most recent year of data available
Workers’ Compensation for inclusion. As the figure below indicates, while benefits were increasing in the 1980s, the
Benefits Paid to Workers, 1990s stand in contrast overall as a decade of declining benefits. Possible reasons for this
1985-1997...cccevvvuvrirvcrveee 11 trend reversal, including reform, improved safety, managed care, and tighter eligibility
standards, are discussed in the context of the data, which include specific results for most
individual states as well as national averages. The implications of the NCCI data for assess-
ing the adequacy of benefits received by injured workers are also considered.
Changes in Total (Cash plus Medical)
Benefits Paid per 100,000 Workers
(Percentage Increase from Preceding Year)
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Source: Table 3, Panel B of Burton and Blum article in this issue (p.16).
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Workers’ Compensation Costs in 2001: Regional, Industrial,

and Other Variations
by Florence Blum and John F. Burton, Jr.

The employers' costs of workers'
compensation vary among industries
and regions, according to 2001 data
published by the Bureau of Labor Sta-
tistics (BLS), which is part of the U.S.
Department of Labor." The BLS data
also indicate that workers' compensa-
tion costs differ by occupation, by
establishment size, and by union-
nonunion status. Though many of
these variations are not surprising,
some of the patterns evident in the
data are unexpected.

The BLS data used in this article
provide information on the employ-
ers' costs per hour worked for wages
and salaries and for benefits
(including workers' compensation
and other legally required benefits)
for a sample of 7,500 establishments
in the private sector and 800 estab-
lishments in the state and local gov-
ernment sector.”

Cost Differences by Region

Workers' compensation costs as
a percentage of wages and salaries are
shown for four regions and the
United States in Figure A.> Employ-
ers’ workers' compensation costs are
above the national average in three
regions and are below the national
average in the other region.* What is
surprising is the ranking of the re-
gions, and in particular the findings
that: 1) the South has workers' com-
pensation costs (as a percentage of
gross earnings) that are above the na-
tional average and 2) the Northeast is
the region with the lowest workers'
compensation costs (as a percentage
of gross earnings).

The derivation of the national
and regional figures shown in Figure
A helps explain these findings. The
BLS data used to construct Figure A
are shown in Table 1. Total remunera-
tion per hour worked averaged $20.81
for employers in private industry
throughout the United States in 2001
(row 1).” The $20.81 of total remu-

Figure A - Workers’ Compensation Costs as a
Percentage of Gross Earnings by Region
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Source: Table 1, Row 12.
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neration includes gross earnings that
averaged $17.16 per hour (row 2) and
benefits other than pay that averaged
$3.65 per hour (row 6).

The gross earnings figure in-
cludes wages and salaries as well as
paid leave and supplemental pay. The
term gross earnings and payroll are used
interchangeably in this article.

Benefits other than pay include em-
ployer contributions for insurance,
retirement and savings, legally re-
quired benefits, and other benefits.’
Workers' compensation, which averaged
$0.33 per hour worked (row 9A), is
one of the legally required benefits that
are included in the BLS's total figure
of $1.73 per hour for that category
(row 9).

We used the BLS data in rows
(1), (2), and (9A) of Table 1 to com-
pute the figures listed in rows (11)
and (12) of that table. For the private
sector in the United States in 2001,
workers' compensation expenditures
($0.33) were 1.59 percent of total re-
muneration ($20.81) and 1.92 percent
of gross earnings (or payroll) ($17.16).

The same procedure used to cal-
culate workers' compensation as a
percentage of gross earnings (row 12
of Table 1) for the United States -
namely, to divide the workers' com-
pensation expenditures per hour
(row 9A) by gross earnings per hour
(row 2) — was used to calculate the
regional results for workers' compen-
sation as a percentage of gross earn-

ings shown in Figure A and in row
(12) of Table 1. Thus, for the North-
east, workers' compensation expendi-
tures of $0.32 per hour were divided
by gross earnings of $19.73 per hour
to produce the figure of 1.62 percent -
which is workers' compensation
costs as a percentage of gross earn-
ings in the Northeast in 2001

An alternative way to measure
regional differences in workers' com-
pensation costs is shown in Figure B.
Workers' compensation is measured
as costs per hour worked, as shown in
row (9A) of Table 1. In contrast to the
results presented in Figure A — which
indicated that the South had workers'
compensation costs (as a percentage
of gross earnings) that were above
the national average - the results pre-
sented in row (9A) of Table 1 and in
Figure B indicate that the South's
workers' compensation costs ($0.31
per hour) were below the national
average ($0.33 per hour).

Appendix A examines how the
regions can switch their relative costs
compared to the United States, de-
pending on which measure of work-
ers' compensation costs is used. That
interregional differences in workers'
compensation can vary depending on
which measure of workers' compen-
sation costs is used leads to an obvi-
ous question: Which is the "proper’
measure that should be used to com-
pare regions in terms of their work-
ers' compensation costs: workers'
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Table 1

for Employers in Private Industry
(In Dollars Per Hours Worked)

Workers' Compensation Costs by Region in 2001

U.S. Northeast South Midwest West

(1)  Total Remuneration 20.81 23.91 18.59 20.47 21.86
(2)  Gross Eamings 17.16 19.73 15.36 16.77 18.12
(3) Woages and Salaries 15.18 17.22 13.71 14.69 16.19
4) Paid Leave 1.37 1.73 1.17 1.33 1.41
5 Supplemental Pay 0.61 0.78 0.48 0.75 0.52
(6)  Benefits Other Than Pay 3.65 417 3.24 3.70 3.72
(7) Insurance 1.28 1.50 1.16 1.35 1.19
(8) Retirement Benefits 0.62 0.74 0.51 0.63 0.66
9) Legally Required Benefits 1.73 1.90 1.55 1.69 1.87
(9A) Workers' Compensation (0.33) (0.32) (0.31) (0.34) (0.39)
(10) Other Benefits 0.02 0.03 0.02 0.03 *
(11)  Workers' Compensation As 1.59% 1.34% 1.67% 1.66% 1.78%

Percentage of Remuneration
(12)  Workers' Compensation As 1.92% 1.62% 2.02% 2.03% 2.15%

Percentage of Gross Eamings

Notes:

Total remuneration (row 1) = gross earnings (row 2) + benefits other than pay (row 6).
Gross earnings (row 2) =wages and salaries (row 3) + paid leave (row4) + supplemental pay (row 5).
Benefits other than pay (row 6) = insurance (row 7) + retirement benefits (row 8) + legally required benefits (row 9) + other benefits (row 10).

The text and all tables in this article use the term "remuneration” in place of the term "compensation” that is used by the BLS.

Workers' compensation as percent of remuneration (row 11) = workers' compensation (row 9A) + total remuneration (row 1).
Workers' compensation as percent of gross earnings (row 12) = workers' compensation (row 9A) + gross earnings (row 2).
Results inrows (2), (6), (11), and (12) were calculated by Florence Blumand John F. Burton, Jr.
Individual items may not sum to total remuneration because of rounding in BLS data.

* Cost per hour worked is $0.01 or less

1.
2.
3.
4.
5. Workers' compensation (row 9A) is one of the legally required benefits (row 9).
6.
7.
8.
9.

Source: Employer Costs for Employee Compensation - March 2001, News Release USDL: 01-194 (June 29, 2001), Tables 5and 7.

compensation costs as a percentage of
gross earnings (as shown in Figure A)
or workers' compensation costs per
hour worked (as shown in Figure B)?
In our view, no measure of work-
ers' compensation costs is invariably
preferable for all comparisons.
Rather, the choice of measurement
depends on the purpose of the com-
parison. For example, an employer
seeking a state or region with the
least expensive operating environ-
ment may decide that workers' com-
pensation costs per hour is the best
measure of costs. In contrast, a poli-
cymaker concerned about adequacy
of benefits may decide that workers'
compensation costs as a percentage of
payroll is the best measure.” In the
remainder of this article, we confine
our discussion to workers' compensa-
tion costs as a percentage of gross
earnings (or payroll). This format re-

flects the most common approach in
workers' compensation studies. The
reader who wishes to make compari-
sons in terms of workers' compensa-
tion costs per hour will be able to do
s0, however, because hourly cost data
are also presented in all of the tables
in this article.

Cost Differences by Industry

The BLS data for 2001 also reveal
that employers' costs of workers'
compensation as a percentage of gross
earnings vary among major industry
groups in the private sector (see Fig-
ure C and row 12 of Table 2). The na-
tional average for employers' workers'

Figure B -Workers'Compensation Costs as
Employer Expenditures per Hour Worked by Region
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West Midwest

Source: Table 1, Row 9A.
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Figure C -Workers'Compensation Costs as a ,SeCtor and 1.64 pers:ent of 8ross e:jtrn/
Percentage of Gross Earnings by Major Industry ings (payroll) in the service-
Group producing sector (see row 12 of Table
2 and Figure C).
2.87% Workers' compensation data on
2.04% 192% 1 92% industries can’be. disgggregated a sec-
1.64% ond way. A distinction can be made
between manufacturing and non-
manufacturing industries. In 2001,
national workers' compensation costs
Goods- Manufacturing Non- All Industries Service- were, on average, 2.04 percent of
Producing manufacturing Producing gross earnings (leYI‘OH) in manufaC/
Source: Table 2, Row 12. turing and 1.92 percent of gross earn-
ings (payroll) in the non-
compensation costs was 1.92 percent tries (mining, construction, and manufacturing sector (see row 12 of
of gross earnings in 2001. (This all- manufacturing) and ‘service- Table 2 and Figure C).
industry average, in row 12 and the producing’ industries (including A third way to disaggregate the

"all workers" column of Table 2, is the
same as the U.S. average in Table 1.)
Workers' compensation data on
industries throughout the United
States can be disaggregated three
ways. First, a distinction can be made
between 'goods-producing’ indus-

transportation, communication, and
public utilities; wholesale and retail
trade; finance, insurance, and real es-
tate; and services). In 2001, national
workers' compensation costs were,
on average, 2.87 percent of gross earn-
ings (payroll) in the goods-producing

data on employers’ costs by industry
is possible. One implication of the
data in Figure C is that workers' com-
pensation costs in mining and con-
struction are considerably higher
than are workers' compensation costs
in manufacturing, since workers'

Table 2

Workers' Compensation Costs by Major Industry Groups in 2001

for Employers in Private Industry
(In Dollars Per Hours Worked)

All Goods- Service- Manufac- NonManu- Mining &
Workers Producing Producing turing facturing Construction
(1) Total Remuneration 20.81 24.40 19.74 24.30 20.12 24.64
(2) Gross Earnings 17.16 19.53 16.46 19.60 16.69 19.35
3) Wages and Salaries 15.18 16.86 14.68 16.66 14.89 17.34
4) Paid Leave 1.37 1.60 1.30 1.85 1.28 0.99
(5) Supplemental Pay 0.61 1.07 0.48 1.09 0.52 1.02
(6) Benefits Other Than Pay 3.65 4.87 3.26 4.70 3.42 5.28
7) Insurance 1.28 1.85 1.1 1.93 1.15 1.66
8) Retirement Benefits 0.62 0.83 0.55 0.75 0.59 1.02
9) Legally Required Benefits 1.73 2.14 1.60 1.95 1.68 2.60
(9A) Workers' Compensation (0.33) (0.56) (0.27) (0.40) (0.32) (0.95)
(10) Other Benefits 0.02 0.05 * 0.07 * *
(11) W orkers' Compensation 1.59% 2.30% 1.37% 1.65% 1.59% 3.86%
Percentage of Remuneration
(12) Workers' Compensation As 1.92% 2.87% 1.64% 2.04% 1.92% 4.91%
Percentage of Gross Earnings
Notes: 1. The text and all tables in this article use the term "remuneration" in place of the term "compensation” that is used by the BLS.
2. Total remuneration (row 1) = gross earnings (row 2) + benefits other than pay (row 6).
3. Gross earnings (row 2) =w ages and salaries (row 3) + paid leave (row 4) + supplemental pay (row 5).
4. Benefits other than pay (row 6) = insurance (row 7) + retirement benefits (row 8) + legally required benefits (row 9) + other benefits (row 10).
5. Workers' compensation (row 9A) is one of the legally required benefits (row 9).
6. Workers' compensation as percent of remuneration (row 11) = w orkers' compensation (row 9A) + total remuneration (row 1).
7. Workers' compensation as percent of gross earnings (row 12) = w orkers' compensation (row 9A) + gross earnings (row 2).
8. Results inrows (2), (6), (11), and (12) w ere calculated by Florence Blum and John F. Burton, Jr.
9. Individual items may not sum to total remuneration because of rounding in BLS data.
10. Goods-Producing includes mining, construction, and manufacturing.
11. Service-Producing includes transportation, communication, and public utilities:
w holesale and retail trade; finance, insurance, and real estate; and service industries.
* Cost per hour w orked is $0.01 or less
Source: Employer Costs for Employee Compensation - March 2001, New s Release USDL: 01-194 (June 29, 2001), Table 5 for all

industry groups except Mining & Construction, for w hich the derivation is explained in Appendix B of this article.
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compensation costs for manufactur-
ing industries alone averaged 2.04
percent of payroll, while workers'
compensation costs for manufactur-
ing in combination with mining and
construction (that is, in the 'goods-
producing" sector) averaged 2.87 per-

Figure D - Workers’ Compensation Costs as a Percentage of Gross
Earnings in All Goods-Producing Industries,
in Manufacturing, and in Mining and Construction

4.91%

2.87%
2.04%

cent of gross earnings. Using a proce-
dure explained in Appendix B, we
estimate that the costs of workers’
compensation benefits are $0.95 per
hour in mining and construction,
which represents 3.86 percent of re-
muneration and 4.91 percent of gross
earnings (payroll) in these sectors.
The costs of workers’ compensation
as a percentage of gross earnings in
manufacturing, in mining and con-
struction, and in the good-producing

Manufacturing Goods-Producing Mining & Construction

Source: Appendix Table B.1

Figure E - Workers’ Compensation Costs as a
Percentage of Gross Earnings by
Major Occupational Group

industries are shown in Figure D. It is 3.92%
not possible to separate the costs of ) 689
workers’ compensation in the mining ' 1.92%
industry from the construction indus- 0.99
try in the data published by the BLS. :
However, the construction sector ac- I:I
counts for Virtuaﬂy all of the emeY’ Blue-Collar Service All Workers W hite-Collar
ment (92.6 percent) of the combined
total of employment in the construc- Source: Table 3, Row 12.
Table 3
Workers' Compensation Costs by Major Occupational Groups in 2001
for Employers in Private Industry
(In Dollars Per Hours W orked)
All W hite - Blue-
W orkers Collar Collar Service
(1) Total Remuneration 20.81 25.34 19.35 10.32
(2) Gross Earnings 17.16 21.27 15.32 8.58
(3) W ages and Salaries 15.18 18.71 13.48 8.00
(4) Paid Leave 1.37 1.88 1.08 0.42
(5) Supplemental Pay 0.61 0.68 0.76 0.16
(6) Benefits Other Than Pay 3.65 4.06 4.03 1.74
(7) Insurance 1.28 1.43 1.45 0.52
(8) Retirement Benefits 0.62 0.75 0.66 0.15
9) Legally Required Benefits 1.73 1.85 1.89 1.07
(9A) W orkers' Compensation (0.33) (0.21) (0.60) (0.23)
(10) Other Benefits 0.02 0.03 0.03 *
(11) Workers' Compensation As 1.59% 0.83% 3.10% 2.23%
Percentage of Remuneration
(12) Workers' Compensation As 1.92% 0.99% 3.92% 2.68%

Percentage of Gross Earnings

. The text and all tables in this article use the term "remuneration” in place of the term "compensation” thatis used by the BLS.

. Totalremuneration (row 1) = gross earnings (row 2) + benefits other than pay (row 6).

. Gross earnings (row 2) =w ages and salaries (row 3) + paid leave (row 4) + supplemental pay (row 5).

Benefits other than pay (row 6) = insurance (row 7) + retirement benefits (row 8) + legally required benefits (row 9) + other benefits (ro
Workers' compensation (row 9A) is one of the legally required benefits (row 9).

Workers' compensation as percent of remuneration (row 11) = w orkers' compensation (row 9A) + total remuneration (row 1).

Workers' compensation as percent of gross earnings (row 12) = w orkers' compensation (row 9A) + gross earnings (row 2).

. Results in row s (2), (6), (11), and (12) w ere calculated by Florence Blum and John F. Burton, Jr.

. Individual items may not sum to total remuneration because of rounding in BLS data.

* Costper hour worked is $0.01 or less

Notes:

© 0N O A WN =

Source: Employer Costs for Employee Compensation - March 2001, New s Release USDL: 01-194 (June 29, 2001), Table 6.
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Table 4
Workers' Compensation Costs by Establishment Employment Size in 2001
for Employers in Private Industry
(In Dollars Per Hours Worked)

All 199 100-499 500 or More
Workers  Workers Workers Workers
(1) Total Remuneration 20.81 17.86 20.97 28.17
(2) Gross Earnings 17.16 14.90 17.24 22.89
3) Wages and Salaries 15.18 13.41 15.21 19.67
4) Paid Leave 1.37 1.02 1.39 2.27
(5) Supplemental Pay 0.61 0.47 0.64 0.95
(6) Benefits Other Than Pay 3.65 2.95 3.73 5.28
(7) Insurance 1.28 0.94 1.38 2.00
(8) Retirement Benefits 0.62 0.42 0.61 1.12
9) Legally Required Benefits 1.73 1.59 1.72 2.09
(9A) Workers' Compensation (0.33) (0.35) (0.32) (0.32)
(10) Other Benefits 0.02 * 0.02 0.07
11) Workers' Compensation As 1.59% 1.96% 1.53% 1.14%
Percentage of Remuneration
(12) Workers' Compensation As 1.92% 2.35% 1.86% 1.40%

Percentage of Gross Earnings
Notes: . The text and all tables in this article use the term "remuneration” in place of the term "compensation” that is used by the BLS.
. Total remuneration (row 1) = gross earnings (row 2) + benefits other than pay (row 6).
. Gross earnings (row 2) =w ages and salaries (row 3) + paid leave (row 4) + supplemental pay (row 5).
. Benefits other than pay (row 6) = insurance (row 7) + retirement benefits (row 8) + legally required benefits (row 9) + other benefits (row 10).
. Workers' compensation (row 9A) is one of the legally required benefits (row 9).
. Workers' compensation as percent of remuneration (row 11) = w orkers' compensation (row 9A) + total remuneration (row 1).
. Workers' compensation as percent of gross earnings (row 12) = w orkers' compensation (row 9A) + gross earnings (row 2).
. Results inrow s (2), (6), (11), and (12) w ere calculated by Florence Blum and John F. Burton, Jr.
. Individual items may not sum to total remuneration because of rounding in BLS data.
* Cost per hour w orked is $0.01 or less

© 0 N O O WN -

Source: Employer Costs for Employee Compensation - March 2001, New s Release USDL: 01-194 (June 29, 2001), Table 8.

Figure F - Workers' Compensation Costs as a pensation was 192 percent ofpayroﬂln

Percentage of Gross Earnings by Establishment 2001 (See Table 3, row 12, 'All Workers'
Employment Size column. The U.S. average is the same in

2.35% all tables in this article) Two occupa-
tional groups had, on average, workers'
compensation costs that exceeded the
1.40% national average: blue-collar workers, for
whom employers' workers' compensa-
tion costs averaged 3.92 percent of pay-
roll, and service workers, for whom em-
ployers' workers' compensation costs
averaged 2.68 percent of payroll. In sharp
contrast, employers' workers' compensa-
tion costs for white-collar workers were,
on average, only .99 of payroll in 2001. (See

1.92% 1.86%

1-99 Workers All Sizes 100-499 Workers 500 or More Workers

Source: Table 4, Row 12.

tion and mining sectors. Thus, the
high costs for the construction and
mining sectors shown in Figure D and
Table 2 are almost certainly due to
the high costs of workers’ compensa-
tion in the construction sector.

Cost Differences by Occupation

The employers' costs of workers
compensation as a percentage of payroll
also vary among major occupational
groups in the private sector, as shown in
Figure E and in Table 3. The national av-
erage cost of employers' workers' com-

Table 3, row 12). These cost differences
presumably reflect the differences in the
number and severity of workplace inju-
ries and diseases experienced by workers
in these occupations.

WORKERS” COMPENSATION POLICY REVIEW
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Table 5
Workers' Compensation Costs by Bargaining Status in 2001
for Employers in Private Industry
(In Dollars Per Hours Worked)

All

Workers Union Nonunion

1) Total Remuneration 20.81 27.80 19.98
2) Gross Earnings 17.16 21.40 16.67
(3) Wages and Salaries 15.18 18.36 14.81
4) Paid Leave 1.37 1.92 1.31
(5) Supplemental Pay 0.61 1.12 0.55
(6) Benefits Other Than Pay 3.65 6.41 3.32
7) Insurance 1.28 2.48 1.14
(8) Retirement Benefits 0.62 1.52 0.51
9) Legally Required Benefits 1.73 2.34 1.65
(9A) Workers' Compensation (0.33) (0.62) (0.30)
(10) Other Benefits 0.02 0.07 0.02
(11) Workers' Compensation As 1.59% 2.23% 1.50%

Percentage of Remuneration
(12) Workers' Compensation As 1.92% 2.90% 1.80%

Percentage of Gross Earnings
Notes: . The text and all tables in this article use the term "remuneration” in place of the term "compensation” that is used by the BLS.
. Total remuneration (row 1) = gross earnings (row 2) + benefits other than pay (row 6).
. Gross earnings (row 2) =w ages and salaries (row 3) + paid leave (row 4) + supplemental pay (row 5).
. Benefits other than pay (row 6) = insurance (row 7) + retirement benefits (row 8) + legally required benefits (row 9) + other benefits (row 10).
. Workers' compensation (row 9A) is one of the legally required benefits (row 9).
. Workers' compensation as percent of remuneration (row 11) =w orkers' compensation (row 9A) + total remuneration (row 1).
. Workers' compensation as percent of gross earnings (row 12) =w orkers' compensation (row 9A) + gross earnings (row 2).
. Results in rows (2), (6), (11), and (12) w ere calculated by Florence Blumand John F. Burton, Jr.

© 00 N O O~ WN =

. Individual items may not sumto total remuneration because of rounding in BLS data.
* Cost per hour worked is $0.01 or less

Source: Employer Costs for Employee Compensation - March 2001, New s Release USDL: 01-194 (June 29, 2001), Tables 5 and 7.

costs across all establishments was 1.92
percent of payroll. Those establishments
with fewer than 100 employees had work-
ers' compensation costs that, on average,
were 2.35 percent of gross earnings in
2001 In contrast, those establishments
with 100 to 499 workers had workers'
compensation costs that averaged 186
percent of payroll and establishments
with 500 or more workers had costs that
averaged 140 percent of payroll — both
figures are below the national (all-
establishments) average.

Figure G -Workers'Compensation Costs as a
Percentage of Gross Earnings by Bargaining Status

2.90%

1.92% 1.80%

Union W orkers All Workers Nonunion W orkers

Source: Table 5, Row 12.

Cost Differences by
The BLS data on the employers' costs Bargaining Status

of workers' compensation allow compari-

Cost Differences by
Establishment Size

An establishment is defined as an
economic unit that: 1) produces goods
or services at a single location (such as a
factory or store) and 2) is engaged in
one type of economic activity.” Many
firms (or companies) thus consist of
more than one establishment.

sons among establishments of various
sizes (as measured by number of employ-
ees). As shown in Figure F and in Table 4,
there is a clear tendency for workers' com-
pensation costs to decline with increasing
establishment size. The national average
for employers' workers' compensation

The employers' costs of workers'
compensation as a percentage of gross
earnings also vary between unionized and
nonunionized workers, as shown in Fig-
ure G and in Table 5. The employers' costs
of workers' compensation for unionized
workers in 2001 was 2.90 percent of pay-
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roll and the comparable figure for nonun-
ionized workers was 1.80 percent. The
national average (unionized and nonun-
ionized workers) was 192 percent. (See
Table 5, row12.)

One possible explanation for these
cost differences between nonunionized
and unionized workers is that unions have
been more successful in organizing work-
ers in industries such as mining, construc-
tion, and manufacturing than they have
been in organizing other industries that
have relatively fewer workplace injuries
and diseases than do the mining, construc-
tion, and manufacturing industries. Thus,
the higher costs are not due to unions, but

are instead a reflection of the elevated risks
of workplace injuries and diseases found
in the industries that unions have organ-
ized. Another possible explanation is that
unions provide information and assistance
to members who are injured on the job,
thus increasing the likelihood that union-
ized members will receive workers' com-
pensation benefits, which in turn in-
creases the employers' costs of workers'
compensation for those workers.

Conclusions

The employers' costs of workers'
compensation measured as a percentage of

Jan./Feb. 2002

payroll (or measured as costs per hour)
vary systematically by region, by major
industry group, by major occupational
group, by establishment size, and by bar-
gaining status. The information derived
from the BLS data should be useful to
firms trying to place their own workers'
compensation costs in perspective and to
policymakers attempting to assess the
costs of the workers' compensation pro-
grams in a particular jurisdiction relative
to costs elsewhere. Ideally, the BLS data
will be expanded in future years to present
greater detail by industry, occupation, and
(in particular) by individual states.

APPENDIX A

Alternative Ways to Measure
Regional Differences in Workers'
Compensation Costs

This appendix examines how regions
can switch their relative costs compared to
the United States depending on which
measure of workers' compensation costs is
used. The explanation is provided by a closer
examination of the arithmetic procedure
used in computing workers' compensation
costs as a percentage of gross earnings. The
workers' compensation costs per hour (row
9A of Table 1 and Appendix Figure Al: Part 1,
which is the same as Figure B in the article)
have to be divided by gross earnings per
hour (row 2 of Table 1 and Appendix Figure
Al Part IT) in order to produce the figures on
workers' compensation costs as a percent-
age of wages and salaries (row 12 of Table 1
and Appendix Figure Al: Part TII, which is
the same as Figure A in the article). The rela-
tionships between these numerators and
denominators for the four regions account
for the fluctuations in rankings between
Figure A and Figure Bin the article.

Consider the South. Workers' com-
Ppensation costs per hour in the South ($0.31
per hour) are below the national average for
workers' compensation costs ($0.33 per
hour), but the hourly gross earnings in the
South ($15.36 per hour - row 2 of Table 1)
are ten percent below the national average
for gross earnings ($17.16 - row 2 of Table1).
As a result, the South's workers' compensa-
tion costs as a percentage of gross earnings
(202 percent - or $0.31 divided by $15.36)
are above the national average of workers
compensation costs as a percentage of gross
earnings (1.92 percent - or $0.33 divided by
$1716).

Figure A1 - Workers' Compensation Costs by Region

Part | - Workers' Compensation Costs
$0.39
$0.34 $0.33 $0.32 $0.31
West Midw est U.S. Northeast South
Part Il - Gross Earnings
$19.73
$18.12
$17.16
I $16.77 $15.36
Northeast West Midw est South
Part lll - Workers' Compensation Costs as a Percentage of Gross Earnings
2.15% 2.03% 2.02% 1 929%
I I I I )
West Midw est South Northeast
Source: Table 1.
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APPENDIX B

Derivation of Workers’
Compensation Costs in the Mining
and Construction Industries

The BLS does not publish esti-
mates of remuneration or the compo-
nents of remuneration (including
workers’ compensation costs) for the
mining and construction industries.
However, rough estimates of remu-
neration and workers’ compensation
costs can be produced using the BLS
data and the procedure explained in
this appendix.

Table Bl contains information on
remuneration that BLS publishes for
the Goods Producing Major Industry
Group in Rows (1) to (10) of Column

(A). Similar BLS information for the
Manufacturing Major Industry Group
is contained in Rows (1) to (10) of
Column (B) of Table Bl (These are
identical to data contained in Table 2
of the article.)

The Goods-Producing Major In-
dustry Group consists of the Manu-
facturing Industry, the Construction
Industry, and the Mining Industry.
The BLS indicates that March 2001
employment counts from the Bureau’s
Current Employment Statistics pro-
gram are used as weights to calculate
cost levels. Row (13) of Table Bl pro-
vides the employment figures for the
Goods-Producing Industries, the
Manufacturing Industries, and the
combination of the Mining & Con-
struction Industries. Row (14) of Ta-
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ble Bl indicates that as of March 2001,
70.8 percent of the employment in the
Goods-Producing Industries were
accounted for by Manufacturing In-
dustries and 29.2 percent were ac-
counted for by the Mining & Con-
struction Industries.

With this information, the ap-
proximate costs of Total remunera-
tion and its various components in
Mining & Construction can be esti-
mated by solving equations such as
this for Total Remuneration:

24.40-(708) (24.30) + (292) (X)

where X is the total remunera-
tion in Mining and Construction.

Solving this equation provides
the estimate that total remuneration

Table B1

Workers' Compensation Costs for Employers in the
Mining & Construction Industries
(In Dollars Per Hours W orked)

Goods- Manufac- Mining &
Producing turing Construction
(A) (B) (€)
1) Total Remuneration 24.40 24.30 24.64
(2) Gross Earnings 19.53 19.60 19.35
(3) W ages and Salaries 16.86 16.66 17.34
(4) Paid Leave 1.60 1.85 0.99
(5) Supplemental Pay 1.07 1.09 1.02
(6) Benefits Other Than Pay 4.87 4.70 5.28
(7) Insurance 1.85 1.93 1.66
(8) Retirement Benefits 0.83 0.75 1.02
9) Legally Required Benefits 2.14 1.95 2.6
(9A) W orkers' Compensation (0.56) (0.40) (0.95)
(10) Other Benefits 0.05 0.07 0
11) W orkers' Compensation 2.30% 1.65% 3.86%
Percentage of Remuneration
(12) Workers' Compensation As 2.87% 2.04% 4.91%
Percentage of Gross Earnings

(13) Employment (Millions) 25.602 18.116 7.486
(14) Share of Employment in 100.0% 70.8% 29.2%

Goods Producing

Notes:

© 0N OO WN -

- o
- o

w holesale and retail trade; finance, insurance, and real estate; and service industries.

* Costper hour w orked is $0.01 or less

. The text and all tables in this article use the term "remuneration" in place of the term "compensation" that is used by the BLS.
. Totalremuneration (row 1) = gross earnings (row 2) + benefits other than pay (row 6).
. Gross earnings (row 2) = w ages and salaries (row 3) + paid leave (row 4) + supplemental pay (row 5).

. Benefits other than pay (row 6) = insurance (row 7) + retirement benefits (row 8) + legally required benefits (row 9) + other benefits (row 10)
Workers' compensation (row 9A) is one of the legally required benefits (row 9).
Workers' compensation as percent of remuneration (row 11) = w orkers' compensation (row 9A) + total remuneration (row 1).
Workers' compensation as percent of gross earnings (row 12) = w orkers' compensation (row 9A) + gross earnings (row 2).
. Results inrow s (2), (6), (11), and (12) w ere calculated by Florence Blum and John F. Burton, Jr.

. Individual items may not sum to total remuneration because of rounding in BLS data.
. Goods-Producing includes mining, construction, and manufacturing.

. Service-Producing includes transportation, communication, and public utilities:

Source: Columns (A) and (B), Rows 1-10: Employer Costs for Employee Compensation March 2001, New s Release USDL: 01-194 (June 29, 2001),

Table 5.

Columns (A), (B), and (C), Row s 13-14: March 2001 Employment from Monthly Labor Review , October 2001, Vol. 124, No. 10, Table 12, pp. 54-55
Column (C), Row s 1-10, derivation explained in text.
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in Mining and Construction averages
$24.64 per hour, which is the figure
shown in Row (1) of Column (C) of
Table Bl. Similar equations were
solved for each of the other entries in
Rows (2) to (10) in Column (C) of
Table BL. The estimate of workers’
compensation costs as 3.86 percent of
total remuneration in Row (11) was
calculated by dividing the figure of
$0.95 in Row (9A) by the figure of
$24.64 in Row (1). The estimate of
workers’ compensation costs as 4.91

percent of gross earnings in Row (11)
was calculated by diving the figure of
$ 0.95 in Row (9A) by the figure of
$19.35 in Row (2).

The results shown in Column
(C) of Table Bl and Figure D should
be understood as rough estimates of
the costs of various items in the con-
struction and mining industries since
they are based on manipulation of the
BLS data. We nonetheless feel they
are accurate enough to be useful to
illustrate the relatively high costs of
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workers’ compensation in the mining
and construction industries. Since the
BLS data indicate that construction
industry employment represents 92.6
percent of the total of the combined
construction and mining industries,
the results strongly suggest that con-
struction is the most expensive major
industry group in the U.S. economy in
terms of the costs of workers’ com-
pensation for employers.

ENDNOTES

1. The BLS data used in this article were pub-
lished in U.S. Department of Labor 2001. The
national data for private industry employees,
state and local employees, and all non-federal
employees were analyzed in Burton 2001

2. The data set is described in more detail in
Burton 1995a.

3. The BLS data on the employers' costs of
workers' compensation do not provide infor-
mation on individual states or on any other
disaggregated level geographically, aside from
the four regions for which data are shown in
Figure A.

The four BLS-designated regions are the
same as the U.S. Census regions and consist of
the following categorization: 1) Northeast
(Connecticut, Maine, Massachusetts, New
Hampshire, New Jersey, New York, Pennsyl-
vania, Rhode Island, and Vermont); 2) South
(Alabama, Arkansas, Delaware, District of Co-
lumbia, Florida, Georgia, Kentucky, Louisiana,
Maryland, Mississippi, North Carolina, Okla-
homa, South Carolina, Tennessee, Texas, Vir-
ginia, and West Virginia); 3) Midwest
(Illinois, Indiana, Towa, Kansas, Michigan,
Minnesota, Missouri, Nebraska, North Dakota,
Ohio, South Dakota, and Wisconsin); and 4)
West (Alaska, Arizona, California, Colorado,
Hawaii, Idaho, Montana, Nevada, New Mex-
ico, Oregon, Utah, Washington, and Wyo-
ming).

4. Generally, two regions will be above the
national average and the remaining two regions
will be below the national average. However,
in 2001 workers' compensation costs in one
region (the Northeast) were very low com-
pared to the national average, while the costs in
the other three regions were generally only
moderately higher than the national average.
As a result, three regions had costs above the
national average and only one region had costs
below the national average in 2001 This also
happened in 1995, as shown in Figure A and
Table 1 of Burton 1995h.

5. The BLS uses the term "total compensation"
for wages and salaries plus total benefits. I have
instead used the term "total remuneration,’ lest
the references to "total compensation’ and to
"workers' compensation’ (one of the BLS's
subcategories under ‘total benefits") become
too confusing,

6. Specifically, the gross earnings figure includes
wages and salaries; paid leave (vacations, holi-
days, sick leave, and other leave); and supple-
mental pay (premium pay, shift pay, and non-
production bonuses). The benefits other than pay
figure includes insurance (life insurance, health
insurance, sickness and accident insurance);
retirement and savings (pensions, savings and
thrift); legally required benefits (Social Secu-
rity, federal unemployment, state unemploy-
ment, and workers' compensation); and other
benefits (includes severance pay and supple-
mental unemployment benefits).

7. The latter decision reflects a judgment that,
since workers' compensation benefits are gen-
erally tied to workers' preinjury wages, and
thus benefits and costs ought to increase pro-
portionately with wages, costs as a percentage
of wages and salaries should be the same across
states and regions.

For example, suppose that in all regions,
for every 1,000 hours worked, there are work
injuries that result in the loss of 50 hours of
work. Also suppose that two-thirds of lost
wages are replaced by workers' compensation
benefits in all regions. (A two-thirds replace-
ment rate is a commonly used measure of ade-
quacy.)

Using the data on hourly gross earnings
shown in Table 1, the total payroll in the South
for 1,000 hours worked is $16,770 ($16.77 X
1,000 hours); the total amount of workers'
compensation benefits is $559 ($16.70 X 30
hours X 2/3 replacement rate); benefits
(assumed to be the same as costs for this exam-
ple) as a percentage of gross earnings in the
South are 333 percent ($559 divided by
$16.770).

Using the data on hourly gross earnings
shown in Table 1, the total wage bill in the
Northeast for 1,000 hours worked is $19,730
($19.73 X 1,000 hours); the total amount of
workers' compensation benefits is $657.70
$19.73 X 50 hours X 2/3 replacement rate);
benefits (assumed to be the same as costs for
this example) as a percentage of wages and
salaries in the Northeast are 3.33 percent
($657.70 divided by $19,730).

8. U.S. Department of Labor 2002, 37.
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Workers’ Compensation Benefits Paid to Workers, 1985-1997

by John F. Burton, Jr. and Florence Blum

Workers' compensation benefits
paid to workers decreased by 2.1 per-
cent in 1997 from the previous year, as
shown in Figure A.' The data measure
the total benefits (cash plus medical
benefits) paid per 100,000 workers and
are national averages (involving 42 ju-
risdictions). The decrease in total bene-
fits paid in 1997 (the latest year with
data currently available) is interesting
because benefit payments had increased
in 1996 following five consecutive years
of declines. In retrospect, the increase in
1996 may have been an exception to a
continuing trend of declining benefit
payments that began in 1991.

The results between 1991 and 1995
were unique because they represented
the first time that workers’ compensa-
tion benefit payments had declined for
five successive years since at least the
depression era of the 1930s. Moreover,
the sharp decline in benefits paid to
workers during most of the 1990s
stands in sharp contrast to the experi-
ence in the late 1980s, when benefit
payments per 100,000 workers were
increasing nationally at annual rates
that averaged more than 12 percent a
year. As shown in Figure A, these dou-

ble-digit increases were followed by a
“transition” year in 1990, when total
benefit payments per 100,000 workers
were up only 6.4 percent from the pre-
vious year.

The recent experience in national
workers’ compensation benefit pay-
ments is also interesting when the data
are separated into cash benefits and
medical benefits. As shown in Figure B,
payments for both types of benefits de-
creased in 1997. For cash benefits per
100,000 workers, the 2.3 percent de-
crease in benefits paid to workers in
1997 followed a 1.6 percent increase in
payments in the previous year. Medical
benefits also declined in 1997, with the
1.9 percent decrease following an in-
crease of 4.7 percent in 1996.

Data Sources and Methodology

The primary source of the informa-
tion used in this article is the National
Council on Compensation Insurance
(NCCI). The 2001 edition of the Annual
Statistical Bulletin published by the
NCCI (the NCCI Bulletin) provides data
for 43 of the 45 jurisdictions (including
the District of Columbia) in which pri-

vate insurance carriers provide workers
compensation insurance in 1997.> The
2001 NCCI Bulletin also contains infor-
mation for 1996 and 1997 for Nevada, in
which the exclusive state fund was pri-
vatized in 1999. We also obtained infor-
mation directly from two states
(Delaware and Pennsylvania) with pri-
vate carriers that are not included in the
NCCI Bulletin and from one state (West
Virginia) with an exclusive state fund.’
Comparable data are not available from
four states that had exclusive state
workers’ compensation funds in 1997
(North Dakota, Ohio, Washington, and
Wyoming).

Exclusion of the four states with
exclusive state funds for which we do
not have data means that 47 is the
maximum number of jurisdictions we
use in any year to calculate national
averages. However, data are lacking for
Nevada prior to 1996 and for Delaware,
the District of Columbia, Pennsylvania,
and/or Texas in certain years, and the
data in Panel A of Table 3 pertains only
to the number of jurisdictions for which
data are available in the designated
year. (The jurisdictions missing in any
year are shown in parenthesis.) We also
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10.0%

14.1% 13.29

Figure A
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Changes in Total (Cash plus Medical) Benefits Paid per 100,000 Workers
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Figure B
Changes in Benefits Paid per 100,000 Workers
(Percentage Increases from Preceding Year)
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have calculated a national average for
only those 42 states with data available
for all years between 1985 and 1997, and
the results are shown in Panel B of Ta-
ble 3.

In addition to the maximum of 47
jurisdictions used to calculate the na-
tional averages, the NCCI Bulletin also
contains information on the federal
Longshore and Harbor Workers' Com-
pensation Act (LHWCA). However,
the costs for the LHWCA are consid-
erably higher than those in any other
workers' compensation program, and
so we do not include LTHWCA data in
calculating the national averages. We
do include information on the LHWCA
benefit payments in Table 1 and Tables
2.96 and 2.97, where we show the pro-
gram’s costs relative to the national av-
erage in the other jurisdictions.

Data on the annual frequencies per
100,000 workers and the average costs
for five types of injuries are presented in
Exhibits XI and XII of the NCCI Bulletin.
The five types are fatalities, permanent
total disabilities, permanent partial dis-
abilities, temporary total disabilities,
and “medical-only” cases, in which
medical benefits but no cash benefits
were paid. We used these data to calcu-
late three variants of benefits paid an-
nually per 100,000 workers: (1) the cash
(or “indemnity”) benefits; (2) the medi-
cal benefits; and (3) the total (cash plus

medical) benefits. The benefit pay-
ments are the incurred benefits for the
injuries that occurred during the policy
years indicated in Exhibits XI and XII
in the 2001 and earlier editions of the
NCCI Bulletin.*

The results of the calculations us-
ing the data from the 2001 NCCI Bulletin
are shown in Table 1. The national (44-
jurisdiction) average was $19,696,944
of cash beneflts per 100,000 workers
per year.” As indicated in Table 1, Panel
A, the paid cash benefits (per 100,000
workers) were highest in the LHWCA
(696.7 percent of the national average)
and Nevada (208.0 percent of the na-
tional average) and lowest in Indiana
(34.2 percent of the national average).

The 44-jurisdiction national aver-
age for medical benefit payments was
$19,575,525 per 100,000 workers. As
shown in Table 1, Panel B, the paid
medical benefits (per 100,000 workers)
were highest in the LHWCA program
(326.5 percent of the national average)
and Florida (183.0 percent of the na-
tional average) and lowest in the Dis-
trict of Columbia (44.5 percent of the
national average).

Total (cash plus medical) benefit
payments are shown in Table 1, Panel
C. The national average for the 44 juris-
dictions was $39,272,469 of total bene-
fits paid per 100,000 workers. The
LHW(CA program had the highest total

paid benefits (512.2 percent of the na-
tional average), followed by Nevada
(169.0 percent of the national average),
while the District of Columbia had the
lowest total paid benefits (44.8 percent
of the national average).

There are some limitations of the
data shown in Table 1. Some are inher-
ent, such as the absence of data from
the four states with exclusive state
workers’ compensation funds for which
the NCCI does not collect data. An-
other inherent limitation is that the
data pertain only to the experience of
employers who purchase insurance
from private carriers and from some of
the competitive and exclusive state
workers’ compensation funds. The
most significant problem is that the
experience of self-insuring employers is
not included.

Other drawbacks of the data
shown in Table 1 can be overcome,
however. We are able to add three
states (Delaware, Pennsylvania, and
West Virginia) with data we obtained
directly from these states. Another
problem with the information in the
NCCI Bulletins used to generate the data
for this article is that in some editions
of the NCCI Bulletin, the age of the policy
years varies considerably. In the 2001
NCCI Bulletin, the policy years ranged
from the oldest results for Rhode Island
(January to December 1996) to the most
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recent results for Massachusetts (July
1997 to June 1998). There is also consid-
erable variation among policy years in
earlier editions of the NCCI Bulletin. In
the 1997 edition, for example, the policy
years ranged from Georgia and Missis-
sippi (January to December 1992) to
Montana and South Dakota (January to
December 1994). Given the recent vola-
tility in workers’ compensation costs, it
is questionable whether, for example,
the Georgia and Montana data in the
1997 NCCI Bulletin were comparable,
since the Montana data were two years
more current. Finally, the fact that dif-

ferent states often do not correspond in
terms of the months included in their
policy years complicates comparisons.
For example, the Massachusetts policy
period in the 2001 NCCI Bulletin covered
July 1997 to June 1998, while many states
covered January to December 1997.

We have dealt with the problem of
data with different vintages in a par-
ticular issue of the NCCI Bulletin and
with different months of inclusion in
the policy periods by creating a series of
tables that reallocate — by calendar
year — data from the 1988 to 2001 issues
of the NCCI Bulletin.® Thus three months

13

of data from the Michigan policy period
from April 1996 to March 1997 that
were published in the 2000 NCCI Bulle-
tin were combined with nine months of
data from the Michigan policy period
from April 1997 to March 1998 that
were published in the 2001 NCCI Bulletin
to calculate a twelve-month average for
calendar year 1997 for Michigan. Table
2.96 presents information for those ju-
risdictions for which data for any
months in 1996 are found in any of the
14 issues of the NCCI Bulletin. In similar
fashion, Table 2.97 presents informa-
tion on those jurisdictions for which

Table 1 - Benefits Paid Per 100,000 Workers For Employers Who Purchase Workers' Compensation Insurance

Panel A: Cash (Indemnity) Benefits

Panel B: Medical Benefits

Panel C: Total (Cash plus Medical Benefits

State's Benefit Rank Among State's Benefit Rank Among State's Benefit Rank Among
State Policy Dollar as a Percentage 45 Dollar as a Percentage 45 Dollar as a Percentage 45
Period Amount of US Average Jurisdictions Amount of US Average Jurisdictions Amount of US Average Jurisdictions

(1) (2) (3) ) (2) 3) (1) (2) (3)
Alabama 01/97-12/97 15,473,480 786 27 33,004,598 168.6 4 48,478,078 1234 9
Alaska 04/97-03/98 27,225,201 138.2 5 35,625,633 182.0 3 62,850,834 160.0 3
Arizona 03/97-02/98 11,904,526 60.4 35 19,510,724 99.7 20 31,415,250 80.0 26
Arkansas 08/96-07/97 7,612,546 38.6 44 11,742,660 60.0 41 19,355,206 493 44
California 01/97-12/97 33,183,304 168.5 4 24,221,274 123.7 11 57,404,578 146.2 4
Colorado 03/97-02/98 25,951,948 131.8 7 21,089,445 107.7 15 47,041,393 119.8 11
Connecticut 01/97-12/97 18,279,845 92.8 15 15,054,820 76.9 32 33,334,665 84.9 22
Dis. Of Columbia 04/96-03/97 8,893,248 45.2 41 8,708,852 445 45 17,602,100 448 45
Florida 10/96-09/97 19,430,964 98.6 13 35,814,330 183.0 2 55,245,294 140.7 5
Georgia 01/97-12/97 13,704,570 69.6 33 14,297,766 73.0 35 28,002,336 713 36
Hawaii 01/97-12/97 23,705,500 1204 10 18,921,720 96.7 22 42,627,220 108.5 14
Idaho 03/97-02/98 17,371,722 88.2 17 24,845,160 126.9 10 42,216,882 107.5 15
lllinois 04/97-03/98 19,140,039 97.2 14 15,751,296 80.5 27 34,891,335 88.8 20
Indiana 01/97-12/97 6,733,802 34.2 45 13,843,680 70.7 37 20,577,482 52.4 43
lowa 03/97-02/98 14,043,456 713 32 14,956,225 76.4 33 28,999,681 73.8 32
Kansas 01/97-12/97 10,980,520 55.7 38 15,289,188 78.1 29 26,269,708 66.9 40
Kentucky 01/97-12/97 10,347,400 525 40 20,012,544 102.2 19 30,359,944 773 28
Louisiana 04/97-03/98 19,691,766 100.0 12 22,438,152 114.6 13 42,129,918 107.3 16
Maine 06/97-05/98 24,522,300 1245 9 20,905,320 106.8 16 45,427,620 115.7 12
Maryland 04/97-03/98 16,510,254 83.8 21 12,777,012 65.3 40 29,287,266 746 31
Massachusetts 07/97-06/98 21,807,570 110.7 11 10,282,800 52.5 44 32,090,370 81.7 25
Michigan 04/97-03/98 16,186,058 82.2 25 15,074,664 77.0 31 31,260,722 79.6 27
Minnesota 01/97-12/97 14,390,796 731 31 14,449,444 73.8 34 28,840,240 734 34
Mississippi 01/97-12/97 12,457,350 63.2 34 20,686,560 105.7 17 33,143,910 84.4 24
Missouri 01/97-12/97 16,884,852 857 19 16,393,699 83.7 26 33,278,551 847 23
Montana 01/97-12/97 24,672,060 125.3 8 27,170,760 138.8 6 51,842,820 132.0 6
Nebraska 01/97-12/97 14,762,090 749 29 18,784,750 96.0 23 33,546,840 85.4 21
Nevada 07/96-06/97 40,970,085 208.0 2 25,391,990 129.7 8 66,362,075 169.0 2
New Hampshire 04/97-03/98 17,214,050 87.4 18 27,137,741 138.6 7 44,351,791 112.9 13
New Jersey 01/97-12/97 16,401,140 83.3 23 11,652,256 59.0 42 27,953,396 71.2 37
New Mexico 01/97-12/97 10,899,745 55.3 39 19,408,498 99.1 21 30,308,243 77.2 29
New York 01/97-12/97 34,165,515 1735 3 15,467,322 79.0 28 49,632,837 126.4 8
North Carolina 01/97-12/97 16,393,440 83.2 24 13,154,640 67.2 39 29,548,080 752 30
Oklahoma 01/97-12/97 26,115,168 132.6 6 24,146,530 123.4 12 50,261,698 128.0 7
Oregon 01/97-12/97 16,446,175 83.5 22 31,169,054 159.2 5 47,615,229 121.2 10
Rhode Island 01/96-12/96 16,777,684 85.2 20 10,344,816 52.8 43 27,122,500 69.1 39
South Carolina 01/97-12/97 14,450,217 734 30 13,190,544 67.4 38 27,640,761 704 38
South Dakota 01/97-12/97 7,887,726 40.0 43 14,184,639 725 36 22,072,365 56.2 42
Tennessee 01/97-12/97 16,061,352 81.5 26 20,031,054 102.3 18 36,092,406 91.9 19
Texas 01/97-12/97 15,425,924 78.3 28 25,311,162 129.3 9 40,737,086 103.7 17
Utah 01/97-12/97 8,012,576 40.7 42 15,243,037 77.9 30 23,255,613 59.2 41
Vermont 04/97-03/98 18,211,200 925 16 21,917,213 112.0 14 40,128,413 102.2 18
Virginia 02/97-01/98 11,506,741 58.4 36 16,744,178 855 25 28,250,919 719 35
Wisconsin 01/97-12/97 11,314,048 57.4 37 17,670,174 90.3 24 28,984,222 73.8 33
USLHWCA 02/96-01/97 137,235,640 696.7 1 63,916,640 326.5 1 201,152,280 512.2 1
National Average* 19,696,944 19,575,525 39,272,469

*Weighted average based on 44 jurisdictions (including the District of Columbia), using 1997 state employmentas weights. Data from USL&HW were not used to calculate national average

Source: NCCI, Annual Statistical Bulletin, 2001 edition.
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Table 2.96 - Benefits Paid Per 100,000 Workers For Employers Who Purchase Workers' Compensation Insurance for 1996
Panel A: Cash (Indemnity) Benefits Panel B: Medical Benefits Panel C: Total (Cash plus Medical) Benefits

State's Benefit Rank Among State's Benefit Rank Among State's Benefit Rank Among
State Dollar as a Percentage 48 Dollar as a Percentage 48 Dollar as a Percentage 48

Amount of US Average Jurisdictions Amount of US Average Jurisdictions Amount of US Average Jurisdictions
(1) (2) (3) (1) (2) (3) (1) (2) (3)
Alabama 17,813,901 90.7 21 29,376,212 156.1 6 47,190,113 122.7 14
Alaska 30,115,268 153.3 5 37,114,521 197.2 3 67,229,789 174.8 3
Arizona 12,214,157 62.2 38 21,190,003 112.6 17 33,404,160 86.8 27
Arkansas 8,030,439 40.9 46 14,264,372 75.8 37 22,294,812 58.0 46
California 29,893,600 152.2 6 22,111,190 117.5 15 52,004,790 135.2 10
Colorado 25,303,648 128.8 10 24,449,543 129.9 10 49,753,190 129.3 12
Connecticut 20,310,100 103.4 15 16,252,404 86.3 31 36,562,504 95.1 21
Delaware 20,465,870 104.2 14 32,262,616 171.4 5 52,728,486 137.1 8
Dis. of Columbia 8,465,558 43.1 45 8,340,821 44.3 48 16,806,379 43.7 48
Florida 20,797,207 105.9 13 39,256,827 208.6 2 60,054,034 156.1 5
Georgia 15,060,305 76.7 31 14,840,485 78.8 36 29,900,790 7.7 32
Hawaii 21,847,215 111.2 11 19,932,444 105.9 18 41,779,659 108.6 15
Idaho 15,549,542 79.2 28 19,811,291 105.3 20 35,360,832 91.9 23
lllinois 19,482,389 99.2 17 15,529,831 82.5 33 35,012,219 91.0 24
Indiana 6,058,140 30.8 48 13,151,160 69.9 42 19,209,300 49.9 47
lowa 13,647,519 69.5 36 13,674,657 72.7 41 27,322,176 71.0 41
Kansas 10,740,114 54.7 43 13,844,400 73.6 40 24,584,514 63.9 44
Kentucky 11,968,016 60.9 41 23,394,048 124.3 12 35,362,064 91.9 22
Louisiana 18,537,822 94.4 19 19,643,778 104.4 21 38,181,600 99.3 18
Maine 21,443,663 109.2 12 19,871,864 105.6 19 41,315,527 107.4 16
Maryland 15,080,860 76.8 30 12,445,188 66.1 44 27,526,048 71.6 40
Massachusetts 18,606,261 94.7 18 9,721,998 51.7 47 28,328,259 73.6 36
Michigan 17,905,236 91.2 20 15,488,130 82.3 34 33,393,366 86.8 28
Minnesota 14,808,288 75.4 32 14,889,196 79.1 35 29,697,484 77.2 33
Mississippi 12,067,964 61.4 40 18,621,690 98.9 23 30,689,654 79.8 31
Missouri 15,916,776 81.0 27 15,733,272 83.6 32 31,650,048 82.3 29
Montana 27,247,104 138.7 8 28,499,724 151.4 8 55,746,828 144.9 6
Nebraska 13,833,750 70.4 35 17,624,030 93.6 28 31,457,780 81.8 30
Nevada 40,970,085 208.6 2 25,391,990 134.9 9 66,362,075 172.5 4
New Hampshire 16,143,031 82.2 26 22,326,884 118.6 14 38,469,915 100.0 17
New Jersey 16,218,464 82.6 25 11,338,812 60.2 45 27,557,276 71.6 39
New Mexico 9,937,632 50.6 44 18,274,053 97.1 24 28,211,685 73.3 37
New York 39,670,114 202.0 4 14,139,380 75.1 38 53,809,494 139.9 7
North Carolina 13,584,571 69.2 37 13,136,159 69.8 43 26,720,730 69.5 43
Oklahoma 27,289,864 138.9 7 23,615,550 125.5 11 50,905,414 132.3 11
Oregon 16,298,152 83.0 23 36,167,755 192.2 4 52,465,907 136.4 9
Pennsylvania 26,968,980 137.3 9 22,098,552 117.4 16 49,067,532 127.6 13
Rhode Island 16,777,684 85.4 22 10,344,816 55.0 46 27,122,500 70.5 42
South Carolina 13,881,920 70.7 34 13,881,010 73.7 39 27,762,930 72.2 38
South Dakota 15,393,050 78.4 29 19,473,456 103.5 22 34,866,506 90.6 25
Tennessee 16,292,200 82.9 24 17,715,425 94.1 27 34,007,625 88.4 26
Texas 14,492,673 73.8 33 22,408,684 119.1 13 36,901,357 95.9 20
USLHWCA 137,404,337 699.5 1 66,611,043 353.9 1 204,015,380 530.4 1
Utah 7,332,480 37.3 47 17,092,704 90.8 30 24,425,184 63.5 45
Vermont 19,704,189 100.3 16 18,101,125 96.2 25 37,805,314 98.3 19
Virginia 12,069,701 61.4 39 17,288,519 91.9 29 29,358,220 76.3 34
West Virginia 40,092,801 204.1 3 29,120,200 154.7 7 69,212,999 179.9 2
Wisconsin 11,373,984 57.9 42 17,826,298 94.7 26 29,200,282 75.9 35

National Average* 19,642,719 18,822,046 38,464,765

*Weighted average based on 47 jurisdictions (including the District of Columbia), using 1996 state employment as weights. Data from USL&HW were notused to calculate national averages.

Sources: NCCI, Annual Statistical Bulletin, 1986-2001 editions.

data for any months in 1997 are avail-
able from any of these issues. Similar
tables for years 1985 through 1995 are
available upon request to subscribers to
the Workers’ Compensation Policy Review.

National Data

The data from Tables 2.96, Table
2.97, and similar tables for earlier years
were used to produce the national data
in Table 3 and Figures A and B. The
most recent national data on total bene-
fits for the same 42 states (shown in
Panel B of Table 3 and in Figure A)

document the dramatic fluctuations in
benefits paid to injured workers in re-
cent years. For the four years from 1986
through 1989, total benefits paid per
100,000 workers increased on average
more than 12 percent a year. The fastest
growth year was 1989, when total paid
benefits were up 14.6 percent from the
previous year. Then a sudden decelera-
tion occurred, with total benefits per
100,000 workers up only 6.4 percent in
1990 from the previous year. Decelera-
tion was followed by decline: total
benefits were down 4.2 percent in 1991

from the previous year, which was fol-
lowed by another four years of decline
through 1995. Then in 1996 total bene-
fits per 100,000 workers increased by
3.1 percent, only to be followed by a 2.1
percent decline in 1997, which is the
most recent year for which we cur-
rently have data.

The data on total benefits per
100,000 workers are the combined total
of cash benefits per 100,000 workers
and medical benefits per 100,000 work-
ers. Panel B of Table 3 and Figure B pro-
vide information for the same 42 juris-
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dictions on the developments in all
three measures of paid benefits since
1985. The movements through time
have been similar for the three meas-
ures: initially several years when benefit
payments were generally accelerating,
followed by decelerating benefits in
1990, followed by a period of decline in
benefits paid until 1995, then an in-
crease in both cash and medical benefits
in 1996, and finally a further decline in
both types of benefits paid in 1997.

The data in Table 3 are in current
dollars unadjusted for inflation. The

benefits paid to workers in the 42 juris-
dictions adjusted for changes in the
consumer price index (CPI) are shown
in Table 4. The decline in benefits paid
during the 1990s is even more dramatic
when measured in constant (1982-84)
dollars. Measured in current dollars,
total benefits paid per 100,000 workers
declined by 315 percent from 1990 to
1997 (Table 4, Column 9). Measured in
constant dollars, total benefits paid per
100,000 workers declined by 48.0 per-
cent from 1990 to 1997 (Table 4, Col-
umn 10). Moreover, in constant dollars,

15

the decline in cash benefits began in
1990 and continued through 1997; this
seven-year stretch of declining cash
benefits in constant dollars is three
years longer than the decline in cash
benefits measured in current dollars
between 1991 and 1995.

Explanations of the National
Developments

The latest national data on the
benefits paid per 100,000 workers indi-
cate that both cash and medical bene-

Table 2.97 - Benefits Paid Per 100,000 Workers For Employers Who Purchase Workers' Compensation Insurance for 1997

Panel A: Cash (Indemnity) Benefits

Panel B: Medical Benefits

Panel C: Total (Cash plus Medical) Benefits

State's Benefit Rank Among State's Benefit Rank Among State's Benefit Rank Among
State Dollar as a Percentage 47 Dollar as a Percentage 47 Dollar as a Percentage 47
Amount of US Average Jurisdictions Amount of US Average Jurisdictions Amount of US Average Jurisdictions

(1) (2) (3) () (2) (3) (1) (2) (3)

Alabama 15,473,480 80.1 29 33,004,598 176.4 3 48,478,078 127.5 10
Alaska 27,994,430 144.9 5 36,120,814 193.1 1 64,115,244 168.6 3
Arizona 11,816,587 61.2 37 19,884,062 106.3 22 31,700,649 83.4 28
Arkansas 7,612,546 39.4 46 11,742,660 62.8 44 19,355,206 50.9 46
California 33,183,304 171.8 4 24,221,274 129.5 11 57,404,578 151.0 4
Colorado 25,882,572 134.0 9 21,681,523 115.9 16 47,564,095 125.1 12
Connecticut 18,279,845 94.6 18 15,054,820 80.5 34 33,334,665 87.7 25
Delaware 16,477,182 85.3 22 28,487,424 152.3 6 44,964,606 118.2 14
Dis. of Columbia 8,153,450 42.2 43 6,917,995 37.0 47 15,071,444 39.6 47
Florida 19,430,964 100.6 14 35,814,330 191.5 2 55,245,294 145.3 5
Georgia 13,704,570 70.9 35 14,297,766 76.4 37 28,002,336 73.6 39
Hawaii 23,705,500 122.7 11 18,921,720 101.2 24 42,627,220 1121 15
Idaho 17,061,273 88.3 19 23,947,173 128.0 13 41,008,445 107.8 17
lllinois 19,226,492 99.5 16 15,716,144 84.0 29 34,942,636 91.9 23
Indiana 6,733,802 34.9 47 13,843,680 74.0 39 20,577,482 54.1 45
lowa 13,997,955 72.5 34 14,745,394 78.8 35 28,743,349 75.6 36
Kansas 10,980,520 56.8 40 15,289,188 81.7 31 26,269,708 69.1 42
Kentucky 10,347,400 53.6 42 20,012,544 107.0 21 30,359,944 79.8 30
Louisiana 19,267,961 99.7 15 21,604,127 115.5 17 40,872,088 107.5 18
Maine 23,181,666 120.0 12 22,122,130 118.3 14 45,303,796 119.1 13
Maryland 16,097,547 83.3 27 12,552,131 67.1 42 28,649,678 75.3 37
Massachusetts 19,580,574 101.3 13 9,873,504 52.8 46 29,454,078 77.5 33
Michigan 16,422,507 85.0 24 15,078,639 80.6 33 31,501,146 82.8 29
Minnesota 14,390,796 74.5 33 14,449,444 77.2 36 28,840,240 75.8 35
Mississippi 12,457,350 64.5 36 20,686,560 110.6 19 33,143,910 87.2 27
Missouri 16,884,852 87.4 20 16,393,699 87.6 28 33,278,551 87.5 26
Montana 24,672,060 127.7 10 27,170,760 145.3 7 51,842,820 136.3 6
Nebraska 14,762,090 76.4 31 18,784,750 100.4 25 33,546,840 88.2 24
Nevada 40,970,085 2121 2 25,391,990 135.7 9 66,362,075 174.5 2
New Hampshire 16,723,222 86.6 21 25,726,538 137.5 8 42,449,759 111.6 16
New Jersey 16,401,140 84.9 25 11,552,256 61.8 45 27,953,396 73.5 40
New Mexico 10,899,745 56.4 41 19,408,498 103.8 23 30,308,243 79.7 31
New York 34,165,515 176.8 3 15,467,322 82.7 30 49,632,837 130.5 9
North Carolina 16,393,440 84.9 26 13,154,640 70.3 41 29,548,080 7.7 32
Oklahoma 26,115,168 135.2 8 24,146,530 129.1 12 50,261,698 132.2 7
Oregon 16,446,175 85.1 23 31,169,054 166.6 4 47,615,229 125.2 11
Pennsylvania 27,600,525 142.9 6 22,085,037 118.1 15 49,685,562 130.7 8
Rhode Island 26,966,541 139.6 7 11,787,050 63.0 43 38,753,591 101.9 21
South Carolina 14,450,217 74.8 32 13,190,544 70.5 40 27,640,761 72.7 41
South Dakota 7,887,726 40.8 45 14,184,639 75.8 38 22,072,365 58.0 44
Tennessee 16,061,352 83.1 28 20,031,054 107.1 20 36,092,406 94.9 22
Texas 15,425,924 79.8 30 25,311,162 135.3 10 40,737,086 107.1 19
Utah 8,012,576 41.5 44 15,243,037 81.5 32 23,255,613 61.2 43
Vermont 18,668,922 96.6 17 21,136,275 113.0 18 39,805,197 104.7 20
Virginia 11,565,397 59.9 38 16,808,664 89.9 27 28,374,062 74.6 38
West Virginia 42,980,160 222.5 1 30,731,216 164.3 5 73,711,375 193.8 1
Wisconsin 11,314,048 58.6 39 17,670,174 94.5 26 28,984,222 76.2 34

National Average* 19,320,301 18,706,058 38,026,359

*Weighted average based on 47 jurisdictions (including the District of Columbia), using 1997 state employment as weights. Data from USL&HW were not used to calculate national averages.

Sources: NCCI, Annual Statistical Bulletin , 1986-2001 editions.
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Table 3: National Averages of Cost of Benefits Per 100,000 Workers By Policy Year

Panel A: All States with Data for the Particular Policy Year

Cash Benefits Medical Benefits Total Benefits

Policy No. of States Used Dollar Change from Dollar Change from Dollar Change from
Year To Construct Avg.* Amounts Previous Year Amounts Previous Year Amounts Previous Year
1985 44 (DE, PA, NV) 20,225,149 -- 12,834,744 - 33,059,893 --

1986 45 ( DE, NV) 21,985,147 8.7% 13,573,684 5.8% 35,558,831 7.6%
1987 44 (NV, PA, TX) 24,076,722 9.5% 14,936,712 10.0% 39,013,434 9.7%
1988 46 (NV) 27,393,892 13.8% 17,945,293 20.1% 45,339,186 16.2%
1989 44 (DC, NV, TX) 31,289,911 14.2% 20,944,330 16.7% 52,234,241 15.2%
1990 46 (NV) 31,374,472 0.3% 23,795,986 13.6% 55,170,457 5.6%
1991 46 (NV) 28,584,224 -8.9% 24,609,640 3.4% 53,193,864 -3.6%
1992 46 (NV) 25,077,618 -12.3% 22,543,962 -8.4% 47,621,580 -10.5%
1993 46 (NV) 22,094,348 -11.9% 20,713,872 -8.1% 42,808,220 -10.1%
1994 46 (NV) 21,107,038 -4.5% 20,530,511 -0.9% 41,637,548 -2.7%
1995 46 (NV) 19,432,675 -7.9% 18,313,712 -10.8% 37,746,388 -9.3%
1996 47 19,642,719 1.1% 18,822,046 2.8% 38,464,765 1.9%
1997 47 19,320,301 -1.6% 18,706,058 -0.6% 38,026,359 -1.1%

Panel B: Forty-Two States with Data for Policy Years 1985 - 1997

Cash Benefits Medical Benefits Total Benefits

Policy No. of States Used Dollar Change from Dollar Change from Dollar Change from
Year To Construct Avg.* Amounts Previous Year Amounts Previous Year Amounts Previous Year
1985 42 20,022,384 -- 12,511,620 - 32,534,004 -

1986 42 21,361,970 6.7% 12,981,252 3.8% 34,343,222 5.6%
1987 42 24,183,609 13.2% 14,990,089 15.5% 39,173,697 14.1%
1988 42 26,972,235 11.5% 17,359,403 15.8% 44,331,638 13.2%
1989 42 30,535,180 13.2% 20,255,039 16.7% 50,790,218 14.6%
1990 42 31,006,668 1.5% 23,057,924 13.8% 54,064,593 6.4%
1991 42 28,479,229 -8.2% 23,313,288 1.1% 51,792,518 -4.2%
1992 42 24,801,038 -12.9% 21,785,272 -6.6% 46,586,310 -10.1%
1993 42 21,939,307 -11.5% 20,278,052 -6.9% 42,217,359 -9.4%
1994 42 20,930,754 -4.6% 19,949,667 -1.6% 40,880,421 -3.2%
1995 42 19,234,172 -8.1% 17,444,275 -12.6% 36,678,446 -10.3%
1996 42 19,540,782 1.6% 18,271,622 4.7% 37,812,404 3.1%
1997 42 19,092,251 -2.3% 17,918,652 -1.9% 37,010,904 -2.1%

* Maximum number of states is 47, including the District of Columbia. States missing from all years are four states with exclusive state funds,
namely, North Dakota, Ohio, Washington, and Wyoming. States missing for a particular yearin Panel Aare shown in parentheses. In addition,
the USL&HW is excluded from all calculations of National Averages.

**The states excluded from Panel B are the four states with exclusive state funds thatare excluded from Panel Aplus Delaware, the District of
Columbia, Nevada, Pennsylvania, and Texas.

Table 4 - National Averages of Benefits Paid per 100,000 Workers by Year

Cash Benefits Medical Benefits Total Benefits
Policy No. of States Used Benefits in CPI Benefits in Change from Benefits in CPI Benefits in Change from Benefits in Benefits in Change from
Year To Construct Avg.* | Current Dollars 1982-84 Dollars Previous Year|Current Dollars 1982-84 Dollars Previous Year| Current Dollars 1982-84 Dollars Previous Year
) @) 3) @) (5) (6) @ (8) ©) (10) (11)

1985 42 20,022,384 107.2 18,677,597 - 12,511,620 113.5 11,023,454 - 32,534,004 29,701,051 -

1986 42 21,361,970 108.8 19,634,164 5.1% 12,981,252 122.0 10,640,370 -3.5% 34,343,222 30,274,534 1.9%
1987 42 24,183,609 112.6 21,477,450 9.4% 14,990,089 130.1 11,521,975 8.3% 39,173,697 32,999,425 9.0%
1988 42 26,972,235 117.0 23,053,192 7.3% 17,359,403 138.6 12,524,822 8.7% 44,331,638 35,578,014 7.8%
1989 42 30,535,180 122.4 24,947,042 8.2% 20,255,039 149.3 13,566,670 8.3% 50,790,218 38,513,713 8.3%
1990 42 31,006,668 128.8 24,073,500 -3.5% 23,057,924 162.8 14,163,344 4.4% 54,064,593 38,236,844 -0.7%
1991 42 28,479,229 133.8 21,284,925 -11.6% 21,313,288 177.0 12,041,406 -15.0% 51,792,518 33,326,330 -12.8%
1992 42 24,801,038 137.5 18,037,119 -15.3% 21,785,272 190.1 11,459,901 -4.8% 46,586,310 29,497,020 -11.5%
1993 42 21,939,307 141.2 15,537,753 -13.9% 20,278,052 201.4 10,068,546 -12.1% 42,217,359 25,606,299 -13.2%
1994 42 20,930,754 144.7 14,464,930 -6.9% 19,949,667 211.0 9,454,818 -6.1% 40,880,421 23,919,749 -6.6%
1995 42 19,234,172 148.6 12,943,588 -10.5% 17,444,275 220.5 7,911,236 -16.3% 36,678,446 20,854,824 -12.8%
1996 42 19,540,782 152.8 12,788,470 -1.2% 18,271,622 228.2 8,006,846 1.2% 37,812,404 20,795,316 -0.3%
1997 42 19,092,251 156.3 12,215,132 -4.5% 17,918,652 234.6 7,637,959 -4.6% 37,010,904 19,853,001 -4.5%

Notes: CPlin column (2) is the Consumer Price Index for all items less medical care with 1982-84 = 100 from Table B-62 of Council of Economic Advisers (2001: 346).

CPlin column (6) is the Consumer Price Index for medical care with 1982-84 = 100 from Table B-60 of Council of Economic Advisers (2001: 343).
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fits have declined substantially during
most of the 1990s. Between 1990 and
1997, as previously noted, the cumula-
tive decline in total benefits per 100,000

Figure C
Countrywide Changes in Statutory Benefits, 1990-1997

workers in current dollars was 31.5 per- 1 59 1.3%

cent in the 42 jurisdictions with data O% 0.9% 0.4%
available for all years. The components 0.5% |_| I_I 0.1% —
of total benefits also experienced de- 0.5% iyl ' ' u ' o %

clines over this period, albeit at differ- e

ent rates, with cash benefits down 38.4 -1.5%

percent and medical benefits down 22.3 2.5% 2.0% -1.9%

percent measured in current dollars. 1990 1991 1992 1993 1994 1995 1996 1997

The general decline in benefits paid
to workers between 1990 and 1997 (the
most recent year with data) is surpris-
ing in terms of the magnitude and, to a
lesser degree, in the timing. The em-
ployers’ costs of workers’ compensation
as a percentage of gross earnings
(payroll) continued to increase during
part of this period.” For private industry
employers, workers’ compensation
costs increased from 2.53 percent of
payroll in 1990 to 2.99 percent of pay-
roll in 1994, and only then began to de-
cline (down to 2.65 percent of payroll in
1997). Part of the explanation of the
different pattern for benefits paid to
workers and workers' compensation
costs to employers is that profitability
of the workers’ compensation insurance
industry increased rapidly. The overall
operating ratio for workers’ compensa-
tion carriers improved from 1087 in
1991 to 103.4 in 1992 (with ratios over
100 indicating that carriers were un-
profitable even after considering invest-
ment income). The overall operating
ratio then dropped to 92.4 in 1993, 86.9
in 1994, and 80.2 in 1995, before increas-
ing slightly to 80.3 in 1997 (the last year
encompassed by the current article).
These results indicate that the workers’
compensation insurance industry was
highly profitable in those years.®

Even if the divergence between
1991 and 1997 in the employers’ costs of
workers’ compensation and the benefits
paid to workers can partially be ex-
plained by the increasing profitability
of workers’ compensation carriers,
there is still the basic question of why
benefits paid to workers dropped so
rapidly between 1990 and 1996. One
partial explanation is that the work-
place appears to have become safer dur-
ing the 1990s” The number of lost
workday cases per 100 full-time work-
ers in the private sector dropped from:
4.1in1990; to 3.9 in 1991 and 1992; to 3.8

Source: NCCI, Annual Statistical Bulletin, 2001 Edition. Exhibit 1, p.6.

in 1993 and 1994; to 3.6 in 1995; to 3.4 in
1996; and to 3.3 in 1997.° These declines
in the occupational injury and illness
rates should translate into lower cash
and medical benefit payments per
100,000 workers.

Another factor that explains at
least a part of the decline in cash bene-
fits paid to workers during the 1990s is
that the statutory level of cash benefits
provided by workers’ compensation
statutes were scaled back during sev-
eral years in the 1990s, as shown in Fig-
ure C. Indeed, benefits were scaled back
in four of the seven years between 1990
and 1997, which is another record that
probably cannot be matched since at
least the 1930s.

A possible explanation of the de-
cline in the medical benefits paid to
workers during the 1990s is the rapid
emergence of managed care and the
general increase in employer control
over provision of medical care for in-
jured workers. While I am skeptical
that large reductions in medical expen-
ditures due to managed care can be sus-
tained over an extended period, it is
possible that the rapid spread of
HMOs, PPOs, et al in workers’ compen-
sation programs in the early 1990s
drove costs down between 1990
and 1997."

Another possible explanation for
the decline in both cash and medical
benefits per 100,000 workers that may
be of major significance is the tighten-
ing of the eligibility standards for work-
ers’ compensation benefits that has oc-
curred in a number of jurisdictions dur-
ing the 1990s. The trend to limit com-
pensability of workers’ compensation
claims was documented by Spieler and
Burton (1998), and the evidence per-
taining to the effects of the statutory

changes on the benefits and costs of
the Oregon workers’ compensation
program is discussed in a later sec-
tion. Thus, the reductions in benefits
paid to disabled workers may not re-
flect just the beneficial consequences
of safer workplaces and elimination of
unnecessary medical treatment result-
ing from managed care, but may also
reflect the shifting of the costs of
workplace disability to other public
and private sources of cash and medi-
cal benefits or to the workers and
their families.

This catalogue of the possible
causes and consequences of the rap-
idly declining payments of cash and
medical benefits to workers from 1991
to 1997 is meant to be suggestive
rather than conclusive. For the sake of
workers, employers, and other partici-
pants in the workers’ compensation
program, we need careful studies that
will help us better understand these
recent developments in benefit pay-
ments.

The increase in cash and medical
benefits in current dollars in 1996
shown in Table 3 and Figure B stands
in sharp contrast to the experience of
the previous five years. The data in
this article are incurred benefits for
injuries that occurred in a particular
year. An alternative measure of bene-
fits, namely benefits paid in a particu-
lar year, continued to decline until
1997, before increasing in 1998 (Mont,
Burton, and Reno 2001). In combina-
tion, the alternative measures of bene-
fits paid to workers suggests that the
late 1990s may be considerably differ-
ent than the earlier portion of the dec-
ade when workers’ compensation
benefits were plummeting.
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Comparisons of Individual States
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There were also 21 states with
‘average’ cash benefits - workers in these
states were paid cash benefits that were
within 25 percent of the national average.
These states ranged from Nebraska
(where benefits were 24 percent below
the national average) to Hawaii (where
benefits were 23 percent above the na-
tional average).

In an earlier article (Burton and Blum
1996), we had used different labels for the
categories of generosity of workers’ com-
pensation benefits. For example, we had
described states with benefits that were
at least 25 percent, but no more than 50
percent, above the national average as
having “expensive” benefits. States with
benefits that were at least 50 percent be-
low the national average were described
as having “paltry” benefits. We have de-
cided not to use these labels in this article
in part because of the significant swings
in the national averages of cash, medical,
and total benefits shown in Table 3 and
Figure B. A state whose benefits paid per
100,000 workers were stable over the 13
years encompassed by our study could
have its benefits described as expensive in
the mid-1980s, then paltry in the late
1980s, and then again paltry in the mid-
1990s solely because the national averages
of benefits paid varied so widely over
these years.

We plan to reexamine the criterion
for assessing states in terms of the ade-
quacy of their workers' compensation
benefits in a subsequent article. In the
meantime, the current categories should
be understood as only reflecting a state’s
costs in a particular year relative to the
national average that year. We are not
saying that below average benefits are
necessarily inadequate or that above aver-
age benefits are adequate in terms of the
protection provided to workers.

Medical Benefits. Each of the state's
medical benefits paid per 100,000 work-
ers as a percentage of the U.S. average
payment in 1997 is shown in column (2)
of Panel B of Table 2.97. States were
ranked in Figure E in terms of how gener-
ous or penurious their medical benefits
were relative to the national average, us-
ing the same terms used to classify states
for their cash benefits.

Six states had medical benefits that
were well above average - workers were
paid medical benefits that were more
than 50 percent above the national aver-
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Figure E - Medical Benefits per 100,000 Covered Workers,

State's Benefits as a Percentage of
U.S. Average Payments for 1997
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age. These states ranged from Delaware
(where medical benefits were 52 percent
above the national average) to Alaska
(where medical benefits were 93 percent
above the national average). In addition,
seven states had medical benefits that
were above average - workers were paid
medical benefits that were more than 25
percent, but no more than 50 percent,
above the national average. These states
ranged from Idaho (where medical bene-
fits were 28 percent above the national
average) to Montana (where medical
benefits were 45 percent above the na-
tional average).

Other states were more penurious in
their medical benefits. Only one jurisdic-
tion (the District of Columbia) had medi-
cal benefits that were well below aver-
age - workers were paid medical benefits
that were at least 50 percent below the
national average. In addition, eight states
had medical benefits that were below
average - workers received medical bene-
fits that were more than 25 percent, but
no more than 50 percent, below the na-
tional average. These states ranged from
Indiana (where benefits were 26 percent
below the national average) to Massachu-
setts (where benefits were 47 percent
below the national average).

There were also 25 states with aver-
age medical benefits - workers in these
states received medical benefits that were
within 25 percent of the national average.
These states ranged from South Dakota
(where benefits were 24 percent below
the national average) to Maine (where
benefits were 18 percent above the na-
tional average).

Total Benefits. Finally, states can be
compared in terms of their total (cash
plus medical) benefits. Each of the state's
total benefits paid per 100,000 workers as
a percentage of the U.S. average payment
in 1997 is shown in column (2) of Panel C
of Table 2.97. States were ranked in Fig-
ure F in terms of how generous or penuri-
ous their total benefits were relative to the
national average.

Four states had total benefits that
were well above average - workers were
paid total benefits that were more than
50 percent above the national average.
These states ranged from California
(where total benefits were 51 percent
above the national average) to West
Virginia (where total benefits were 94
percent above the national average). In
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addition, eight states had total benefits
that were above average - workers
were paid total benefits that were
more than 25 percent, but no more
than 50 percent, above the national
average. These states ranged from
Colorado (where total benefits were
25 percent above the national average)
to Florida (where total benefits were
45 percent above the national average).

Other states were more penurious
in their total benefits. Only one jurisdic-
tion (the District of Columbia) had total
benefits that were well below average -
workers were paid total benefits that
were at least 50 percent below the na-
tional average. In addition, nine states
had total benefits that were below aver-
age - workers were paid total benefits
that were more than 25 percent, but no
more than 50 percent, below the na-
tional average. These states ranged from
Virginia (where benefits were some-
what more than 25 percent below the
national average) to Arkansas (where
benefits were 49 percent below the na-
tional average).

There were also 25 states with aver-
age total benefits - workers in these
states received total benefits that were
within 25 percent of the national aver-
age. These states ranged from Maryland
(where benefits were almost 25 percent
below the national average) to Maine
(where benefits were 19 percent above
the national average).

The comparisons among states in
terms of cash benefits, medical benefits,
and total benefits paid in 1997 reveals
substantial differences among jurisdic-
tions in the generosity or paucity of
benefits. Whether those differences are
due to factors peculiar to that year, or are
due to factors that persist across years, is
important for evaluation and policy pur-
poses. The next section thus examines
whether states are consistent across
years in the relative generosity of benefits
paid to workers.

Historical Comparisons of Amounts of
Benefits Paid by Different States

Table 2.96 and Table 2.97 in this
article, plus comparable unpublished
tables covering 1985 to 1995, present a
formidable amount of data: costs of cash,
medical, and total benefits per 100,000
workers for each state for each year be-
tween 1985 and 1997. Some readers (and

surely both authors) are likely to find
that much data hard to assimilate. Ta-
bles 5 through 7 are designed to facilitate
that assimilation.

Cash Benefits. Table 5 provides
summary information on the relative
generosity of cash benefits for each of the
46 states plus the District of Columbia
and the THWCA for the 13 years in-
cluded in this study. The coding scheme
relies on the classifications previously
introduced: a state receives a "++" for a
particular policy year if its cash benefits
are well above average. Likewise, a state
receives a "+ for a policy year if its cash
benefits are above average; a " if its
cash benefits are well below average; a '-
" if its benefits are below average; a "0" if
its benefits are average; and a 'N/A" if
data are not available for the particular
policy period. (The ranges for the vari-
ous categories are shown in the notes to
Tables 5-7.)

The entries in Table 5 permit a
quick assessment of how generous the
cash benefits have been in each jurisdic-
tion during the 13 years. Some jurisdic-
tions demonstrate a consistent record in
terms of benefit generosity through the
years. The THWCA program and West
Virginia had well above average benefits
(payments that were at least 50 percent
above the national average) in all years
for which data are available. Hlinois and
Michigan have had average benefits
(payments that were within 25 percent
of the national average) in all 13 years.
Kansas had below average benefits
(payments have been from 25 to 50 per-
cent below the national average) every
year. Indiana and the District of Colum-
bia had well below average benefits
(payments that were at least 50 percent
below the national average) in all 13
years. There was no state that always
had above average cash benefits.

Other states showed somewhat less
stability in terms of their relative costs of
cash benefits over the 13-year period and
moved among adjacent categories. Ala-
bama, for example, had cash benefits that
were below average for nine years and
then increased to the average category
for the last four years. Arkansas cash
benefits varied were below average for
nine years and well below average in the
four most recent years. Towa had below
average cash benefits in every year but
1989, when the benefits were well below
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average. New Hampshire cash benefits
fluctuated between average and above
average, while Wisconsin cash benefits
fluctuated between below average and
well below average over the 13 years. Ta-
ble 5 contains a number of other states in
which the cash benefits moved between
adjacent categories

More interesting are the states that
moved among three categories in terms
of the relative generosity of their cash
benefits between 1985 and 1997. Nine
states — Alaska, Colorado, Hawaii, Lou-
isiana, Massachusetts, New York, Okla-
homa, Oregon, and Pennsylvania - varied
between average and well above average
cash benefits during the 13 years. Of
these jurisdictions, only New York had
well above average benefits in 1997, and
only Alaska, Colorado, Oklahoma, and
Pennsylvania had above average benefits
in 1997. The other four jurisdictions had
average benefits in 1997, obviously well
below their relatively high benefits in
earlier years. Two states — Missouri and
Tennessee — had well below average
benefits in 1985, then improved to below
average benefits for several years, and
then had average benefits for at least the
five most recent years.

Two states — Maine and Minne-
sota — had well above average benefits in
1985 but during 1993 to 1997 had bene-
fits that varied among average and be-
low average. New Mexico began with
well above average cash benefits in 1985,
but had average or below average cash
benefits between 1989 and 1997. Rhode
Island had well above average benefits
from 1985 t0 1992, then skipped over the
above average category on the way to
below average and average benefits from
1993 to 1996, and then increased to
above average benefits in 1997. The
movement of these four states thus rep-
resented variations across four of the
generosity categories.

The experiences in Maine, Minne-
sota, Rhode Island, and New Mexico
clearly demonstrate that significant
reductions in cash benefits paid to
workers are possible. There were also
three states — New York, Oklahoma,
and Pennsylvania - that began with
average benefits in 1985 but that paid
well above average cash benefits in at
least three of the latest five years in
Table 5. These states demonstrate that
states can also substantially increase
the cash benefits paid to workers.
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Medical Benefits. Table 6 provides
summary information on the relative
generosity of medical benefits for each of
the 46 states plus the District of Colum-
bia and the LHWCA for the 13 years in-
cluded in this study. The entries in Table
6 permit a quick assessment of how gen-
erous the medical benefits have been in
each jurisdiction during the 13 years.

Some states demonstrate a consis-
tent record in terms of generosity of medi-
cal benefits through the years. There were
five programs that were in the same cate-
gory of generosity of medical benefits for
all 13 years: two (Georgia and Missis-
sippi) were in the average category every
year; one state (New Jersey) was in the
below average category every year; one
jurisdiction (the District of Columbia)

was in the well below average category
every year; and one jurisdiction (the
LHWCA) was in the well above average
category every year for which data are
available. There was no state in the above
average category all 13 years.

There were a number of states that
had relatively stable medical costs over
the 13 years, with only movements among
adjacent categories of relative generosity.
Alaska, for example, moved between
above average and well above average
medical benefits between 1985 and 1997.
Colorado and Idaho are examples of
states that moved between average and
above average medical benefits during the
13 years. Illinois began with below average
benefits and moved to average medical

benefits, while Indiana began with well
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below average medical benefits and
moved to below average benefits during
the period between 1985 and 1997. There
are a number of other states that moved
between adjacent categories of relative
generosity of medical benefits during the
13 years included in Table 6.

As Table 6 also illustrates, there were
14 states that moved among non-adjacent
categories during the 13 years. Twelve
states (Alabama, California, Delaware,
Hawaii, Louisiana, Maine, Minnesota,
Montana, New Mexico, Oregon, Pennsyl-
vania, and West Virginia) varied among
the average, above average, and well above
average categories between 1985 and 1997.
Two states (New York and North Caro-
lina) paid medical benefits that varied
among the average, below average, and

Table 5 - Relative Generosity of Cash Benefits in States During 13 Years

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
Alabama - - - - - - - - - 0 0 0 0
Alaska ++ ++ ++ + + + + + 0 0 + ++ +
Arizona - - 0 0 0 0 0 0 0 - -
Arkansas - - - - - - - - - -- -- -- --
California + + + 0 0 0 + + 0 0 + + ++
Colorado 0 ++ 0 0 ++ + 0 0 0 0 0 + +
Connecticut 0 0 + + + + + + 0 0 0 0 0
Delaware 0 0 - - - - - - 0 0 0 0 0
Dis. of Columbia -- -- -- -- N/A -- -- -- -- -- -- -- --
Florida 0 + + ++ ++ + 0 0 0 0 0 0 0
Georgia - - 0 0 - 0 - - 0 0 0 0 -
Hawaii 0 0 0 0 0 + ++ ++ ++ ++ + 0 0
ldaho 0 0 - - - - 0 0 0 0 0 0
lllinois 0 0 0 0 0 0 0 0 0 0 0 0
Indiana -- -- -- -- -- -- -- -- -- -- -- -- --
lowa - - - - -- - - - - - - - -
Kansas - - - - - - - - - - - - -
Kentucky - - - - 0 0 0 0 0 0 0 - -
Louisiana + + ++ ++ 0 0 0 0 0 0 0
Maine ++ ++ ++ ++ ++ ++ ++ ++ 0 - 0 0 0
Maryland 0 - - - - - - - 0 0 0 0 0
Massachusetts + + ++ ++ ++ ++ 0 0 0 0 0 0 0
Michigan 0 0 0 0 0 0 0 0 0 0 0 0 0
Minnesota ++ + + + 0 + 0 0 0 0 0 0 -
Mississippi -- - - - - - - - - -
Missouri -- - - - - - - - 0 0 0 0 0
Montana ++ ++ ++ + ++ ++ ++ ++ + ++ ++ + +
Nebraska -- -- -- -- - - - - - - - - 0
Nevada N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A ++ ++
New Hampshire 0 0 0 + + + + + 0 0 0 0 0
New Jersey - - - - - - - - 0 0 0 0 0
New Mexico ++ + ++ + 0 0 0 0 - - - - -
New York 0 0 0 0 0 0 + + ++ ++ ++ ++ ++
North Carolina -- -- -- -- -- - - - - - - - 0
Oklahoma 0 0 0 0 0 0 + + ++ ++ ++ + +
Oregon ++ ++ ++ ++ 0 0 0 0 0 0 0 0 0
Pennsylvania 0 + + + + ++ + + ++ ++ ++ + +
Rhode Island ++ ++ ++ ++ ++ ++ ++ ++ - 0 0 0 +
South Carolina - - - - - - - - - 0 0 - -
South Dakota - - - - - - - - - - 0 0 --
Tennessee -- - - - - - - - 0 0 0 0 0
Texas 0 0 N/A + N/A 0 0 0 - - 0 - 0
USLHWCA N/A ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ N/A
Utah -- -- -- -- -- -- -- - - - -- -- --
Vermont - - - - - 0 0 0 0 0 0 0 0
Virginia -- - - - - - - -- -- - -
West Virginia ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ ++
Wisconsin - - - -- -- -- - - - - - - -
Note: ++ 150.1% or more of National Average Well Above Average

+ 125.1 - 150.0% of National Average Above Average

0 75.0 - 125.0% of National Average Average

- 50.0 - 74.9% of National Average Below Average

-- 49.9% or less of National Average Well Below Average

N/A Data Not Available

Source: Tables 2.85 -2.97

(Tables 2.85 - 2.95 are available upon request to subscribers to the Workers' Compensation Policy Review.)
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Table 6 - Relative Generosity of Medical Benefits in States During 13 Years

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
Alabama 0 0 0 + + + + + + + + ++ ++
Alaska ++ ++ ++ ++ ++ ++ + + ++ ++ ++ ++ ++
Arizona 0 0 0 0 0 0 0 0 + 0 0 0 0
Arkansas 0 0 0 0 + 0 0 0 0 0 0 0 -
California ++ ++ ++ ++ + ++ + + 0 0 0 0 +
Colorado 0 0 0 0 0 0 0 0 0 + + + 0
Connecticut 0 - - 0 0 0 0 0 0 0 0 0 0
Delaware N/A N/A N/A 0 0 0 0 0 ++ + ++ ++ ++
Dis. of Columbia -- -- -- - N/A - - - -- - - -- -- - --
Florida + + + ++ ++ ++ + ++ ++ ++ ++ ++ ++
Georgia 0 0 0 0 0 0 0 0 0 0 0 0 0
Hawaii + 0 0 0 0 + + ++ ++ ++ 0 0 0
Idaho 0 0 0 0 0 0 0 0 0 0 0 0 +
lllinois - - - - 0 0 0 0 0 0
Indiana -- -- -- - - - - - - - -
lowa -- -- - - - - - - - - - 0
Kansas - - - - 0 0 0 0 0 - 0 - 0
Kentucky 0 0 0 0 0 0 + + + + + 0 0
Louisiana ++ ++ ++ ++ ++ + 0 0 0 0 0 0 0
Maine + 0 0 ++ + 0 0 0 0 0 0 0 0
Maryland 0 - - - - - - 0 0 0 - -
Massachusetts - - - - - - -- - - -
Michigan 0 0 0 0 0 0 - - - 0 0 0 0
Minnesota ++ 0 0 0 0 0 0 0 0 0 0 0 0
Mississippi 0 0 0 0 0 0 0 0 0 0 0 0 0
Missouri - - - - - 0 0 0 0 0 0 0
Montana + ++ ++ + 0 + + + + ++ ++ ++ +
Nebraska - - - - - - - 0 - - 0 0 0
Nevada N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A + +
New Hampshire 0 0 0 0 0 0 0 0 0 0 + 0 +
New Jersey - - - - - - - - - - - -
New Mexico + + + ++ + ++ + + 0 0 0 0 0
New York -- -- - -- - - - - - 0 0
North Carolina -- -- -- - - - - - - 0 - -
Oklahoma 0 0 0 0 0 0 0 + + + 0 + +
Oregon ++ ++ ++ ++ + 0 0 + + 0 + ++ ++
Pennsylvania N/A 0 0 N/A ++ ++ + + 0 0 0 0 0
Rhode Island 0 0 0 0 0 0 - -- -- -- 0 - -
South Carolina - - - - - - - - 0 - - -
South Dakota - - 0 0 0 0 0 0 0
Tennessee - - 0 0 0 0 0 0 0 0 0 0
Texas + + + + N/A 0 + 0 0 + + 0 +
USLHWCA N/A ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ N/A
Utah 0 - - 0 0 0 0 0 0 0 0 0 0
Vermont - - - - 0 0 0 0 0 0 0
Virginia - 0 0 - 0 0 - 0 0 - 0 0 0
W est Virginia + + + 0 0 0 0 + + + ++ ++ ++
Wisconsin 0 0 - 0 0 0 0 0 0 0

Note and Source: See Table 5

well below average categories in the years
encompassed by Table 6.

The experiences in California, Ha-
waii, Louisiana, Maine, Minnesota,
New Mexico, and Pennsylvania clearly
demonstrate that significant reductions
in medical benefits paid to workers are
possible. There were also two states -
New York and North Carolina - that
had well below average medical bene-
fits in 1985 or 1986, but that paid aver-
age medical benefits in 1995, 1996, or
1997. These states demonstrate that
states can also substantially increase
the medical benefits paid to workers. Of
particular interest are two states
(Montana and Oregon) that had well
above average medical benefits in 1985
and/or 1986, reduced the relative generos-
ity of their medical benefits to the average
category for at least one year in the late
1980s or early 1990s, but had well above
average medical benefits again in 1996

and/or 1997. The “solutions” to high
medical costs in these states are worth
further examination.

Total Benefits. Table 7 provides
summary information on the relative gen-
erosity of total (cash plus medical) bene-
fits for each of the 46 states plus the Dis-
trict of Columbia and the LHWCA pro-
gram for the 13 years included in this
study. The entries in Table 7 permit a
quick assessment of how generous the
total benefits have been in each jurisdic-
tion during these 13 years

Some states demonstrate a consis-
tent record in terms of generosity of total
benefits through the years. There were
four programs that have been in the same
category of generosity of total benefits for
all13 years. Two programs (West Virginia
and the LTWHCA) had well above average
total benefits in every year. One state
(Michigan) was in the average category

every year; and one jurisdiction (the Dis-
trict of Columbia) was in the well below
average category every year. There were
no states that paid above average total
benefits in all 13 years.

A number of states had relatively
constant total benefits throughout the 13
years and only moved between adjacent
categories of relative generosity. Two
states had been in a single category for
1985 to 1996, and only changed in 1997.
Alabama was in the average payments
category for every year until 1997, when
benefit payments were above average.
Towa had below average payments until
1997, when the state moved to the average
category. Other states also were only in
adjacent categories between 1995 and
1997. Alaska, for example, varied between
the above average and well above average
categories. Colorado is an example of a
state that varied between the average and
above average categories over the 13 years.
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Arkansas was one of the jurisdictions that
had either average or below average total
benefits during all the years. Indiana had
well below average benefits in 10 years,
but paid only below average benefits in
three of the most recent four years. There
are other jurisdictions that only varied
between two adjacent categories of rela-
tive generosity of total benefits included
in Table7.

As shown in Table 7, there were 14
states that moved among non-adjacent
categories during the 13 years shown.
Fight states (California, Florida, Hawaii,
Louisiana, Maine, Minnesota, Oklahoma,
and Oregon) had total benefits that varied
between average and well above average
during the 13 years. Of these eight states,
only California paid well above average
total benefits in 1997. Three states
(Delaware, Massachusetts, and New
York) had total benefits that varied
among the above average, average, and
below average categories of generosity

during the 13 years, while Utah varied
among the average, below average, and
well below average categories over the
years included in Table 7.

Finally, New Mexico and Rhode
Island experienced an exhilarating ride
over the 13 years that ranged among four
categories of generosity of total benefits:
the states started with well above average
benefits for most years between 1985 and
1989, dropped to the average category in
1991, and then dropped to the below aver-
age category for total benefits for two of
the four most recent years

The experiences in New Mexico and
Rhode Island, as well as four other juris-
dictions (Hawaii, Louisiana, Maine, and
Minnesota) that had average benefits in
1997 following well above average benefits
in at least one earlier year make clear that
significant reductions in total benefits
(cash plus medical) provided to injured
workers are possible. The fleeting nature
of “reform” in Florida is also evident in
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the data in Table 7. The state began with
average total benefits in 1985, achieved
well above average total benefits in 1987-
1989, cut total benefits to the average
category again in 1991, and then re-
achieved well above average total bene-
fits in 1994 and 1996.

Are the States Converging
or Diverging?

Our casual perusal of the informa-
tion in Tables 5 to 7 suggests that the
differences among states in the costs of
workers' compensation benefits paid to
workers have narrowed over the 13
years for which we have data. For ex-
ample, in terms of the data on total
benefits (cash plus medical) shown in
Table 7, there were eight states with
well above average benefits and four
jurisdictions with well below average
benefits in 1985, while in 1997 there
were only four states with well above

Table 7 - Relative Generosity of Total Benefits in States During 13 Years

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
Alabama 0 0 0 0 0 0 0 0 0 0 0 0 +
Alaska ++ ++ ++ + + + + + + + ++ ++ ++
Arizona 0 0 0 0 0 0 0 0 + 0 0 0 0
Arkansas 0 0 0 0 0 0 0 0 - - - - -
California ++ + + + + + + 0 0 0 0 + ++
Colorado 0 + 0 0 + + 0 0 0 + + + +
Connecticut 0 0 0 + + 0 0 0 0 0 0 0 0
Delaware N/A N/A 0 0 0 - 0 0 + 0 + + 0
Dis. of Columbia -- -- -- -- N/A -- -- -- -- -- -- -- -
Florida 0 + ++ ++ ++ + 0 + + ++ + ++ +
Georgia 0 0 0 0 0 0 - 0 0 0 0 0 -
Hawaii 0 0 0 0 0 + ++ ++ ++ ++ 0 0 0
Idaho 0 0 0 0 0 0 0 0 0 0 0
lllinois 0 0 0 0 0 0 0 0 0 0 0 0
Indiana -- -- -- - - -- - -- -- - - -- -
lowa - - - - - - - - 0
Kansas - - - - - 0 0 - - - -
Kentucky - - - 0 0 0 0 0 0 0 0 0
Louisiana + + ++ ++ + 0 0 0 0 0 0 0 0
Maine ++ ++ ++ ++ ++ ++ ++ 0 0 0 0 0 0
Maryland 0 - - - - 0 0 0 - 0
Massachusetts 0 0 + + + 0 0 0 0 0 0 - 0
Michigan 0 0 0 0 0 0 0 0 0 0 0 0 0
Minnesota ++ 0 + 0 0 + 0 0 0 0 0 0 0
Mississippi 0 0 0 0 0 0 - 0 0 0 0
Missouri - - - - - - 0 0 0 0 0
Montana ++ ++ ++ + ++ ++ ++ + + ++ ++ + +
Nebraska -- - - - - - - - - - 0 0 0
Nevada N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A ++ ++
New Hampshire 0 0 0 + 0 + + + 0 0 0 0 0
New Jersey - - - - - - - - - 0 - -
New Mexico ++ + ++ ++ 0 + 0 0 0 - 0 - 0
New York 0 - - 0 0 0 + + + + + +
North Carolina -- -- -- - - - - - - - - 0
Oklahoma 0 0 0 0 0 0 0 + ++ ++ + + +
Oregon ++ ++ ++ ++ 0 0 0 + 0 0 0 + +
Pennsylvania N/A + N/A N/A ++ + + + + + + +
Rhode Island + ++ ++ ++ ++ ++ 0 - - - 0 - 0
South Carolina - - - - - - - 0 - - -
South Dakota - - - - 0 0 0 0 0 0 -
Tennessee - - - - - 0 0 0 0 0 0 0
Texas 0 + N/A + N/A 0 0 0 0 0 0 0 0
USLHW CA N/A ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ N/A
Utah - - - - - - - 0 - 0 - -
Vermont - - - 0 0 0 0 0 0 0 0
Virginia - - - - - - - 0 -
West Virginia ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ ++ ++
Wisconsin - - - - - 0 0 0 0 0

Note and Source: See Table 5
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average benefits and one jurisdiction
with well below average benefits.

A more rigorous examination of
whether the differences among states in
the amounts of benefits paid to workers
are narrowing over the 13 years for
which we have data is presented in Ta-
ble 8. For each of the years, we have
calculated the dispersion among the 42
states for which data are available for all
13 years in each state's costs as a per-
centage of the national average for cash
benefits, for medical benefits, and for
total (cash plus medical) benefits. The
dispersion is measured by the standard
deviation, which is a commonly used
statistical measure of the variability of
the values of individual observations
around the average value (mean) for all
observations.

Several patterns revealed in Table 8
are worth mentioning, First, there is a
pronounced tendency for the dispersion
among states in benefits paid to work-
ers to narrow over the 13 years. Second,
this narrowing has occurred for cash
benefits, for medical benefits, and for
total benefits, although all of the nar-
rowing for medical benefits occurred
between 1985 and 1991, and the differ-
ences among states in medical benefits
has increased to some extent since 1991.
Third, there was a greater dispersion
among states for cash benefits paid to
workers than for medical benefits in
most years, although the dispersion for
cash benefits and the dispersion for
medical benefits were roughly the same
in 1996 and 1997.

Hisrorical Comparisons of Changes
in Benefits Paid by Difterent States

The data in Tables 5 to 7 examine
the relative generosity of cash, medical
and total benefits paid to workers in 48
jurisdictions plus the LHWCA for each
year between 1985 and 1997. In each
year, each state’s benefits payments are
compared to the national average and
each state has been classified as well
above the national average through well
below the national average

One limitation of this approach is
that some states consistently have
benefit payments that are above the
national average for reasons that have
little if anything to do with the ade-
quacy of those benefits. Nonetheless,
some organizations, typically those rep-
resenting employers, have criticized

these states for having inappropriately
high benefits. West Virginia is a prime
example of a state where employers
have used a measure of benefits similar
to that used in this article — namely the
data on average paid benefits per cov-
ered worker published by the National
Academy of Social Insurance - to argue
that the benefits were out of line.”
There are a number of reasons why
such an argument is questionable. One
important reason is that West Virginia
has an above average representation of
industries with high injury rates - such
as coal mining - that result in substan-
tial losses of earning to workers in the
state. Thus, the high benefits paid to
West Virginia workers are likely due to
the significant amount of earnings
losses for the state’s workers.

We cannot resolve in this article
the issues pertaining to determining the
proper way to measure the adequacy of
workers' compensation benefits. We
can, however, use the data on benefits
paid per 100,000 workers to track the
changes over time in the amount of
benefits within a state, which may help
us understand what has happened to
the generosity of benefits in each state
over the period from 1985 to 1997.

We chose 1990 as the base year for
the comparisons because, as shown in
Table 3, that was the year in which the
national average of total benefits (cash
benefits plus medical benefits)
peaked.” We will use Alabama data to
illustrate the entries for the state in Ta-
bles 9, 10, and 11. Cash benefits per
100,000 workers were $22,664,207 in
Alabama in 1990, and we set that figure
equal to the base of 100.0 for Alabama
in Table 9. As shown in Table 2.97, the
cash benefits per 100,000 workers for
Alabama in 1997 were $15,473,480. This
means that cash benefits per 100,000
workers in Alabama were 68.3 percent
as high in 1997 as they were in 1990, and
thus 68.3 is the Alabama entry for 1997
in Table 9.

Medical benefits per 100,000
workers were $32,730,437 in Alabama
in 1990, and we set that figure equal to
the base of 100.0 for Alabama in Table
10. As shown in Table 2.97, the medical
benefits per 100,000 workers for Ala-
bama in 1997 were $33,004,598. This
means that medical benefits per 100,000
workers in Alabama were 100.8 percent
as high in 1997 as they were in 1990, and
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Table 8 - Dispersion Among Forty-Two
States in Benefits Paid Per 100,000
Workers for Years 1985-1997

Standard Deviations for State's Benefits
as a Percentage of U.S. Average

Cash Medical Total
Year Benefits Benefits Benefits
1985 100.3 51.0 76.9
1986 98.9 485 74.2
1987 76.3 42.6 57.7
1988 69.6 41.5 53.2
1989 67.3 337 47.8
1990 63.2 31.6 43.0
1991 49.5 31.6 35.1
1992 47.8 33.1 35.6
1993 46.0 34.7 35.7
1994 46.3 37.3 37.4
1995 41.0 35.0 32.0
1996 38.4 38.0 32.0
1997 39.9 37.3 32.5

Note: The 42 states are those included in Panel B of Table 3

thus 100.8 is the Alabama entry for 1997
in Table 10.”

Total benefits per 100,000 work-
ers were $55394,644 in Alabama in
1990, and we set that figure equal to
the base of 100.0 for Alabama in Table
11. As shown in Table 2.97, the total
benefits per 100,000 workers for Ala-
bama in 1997 were $48,478,078. This
means that total benefits per 100,000
workers in Alabama were 87.5 percent
as high in 1997 as they were in 1990,
and thus 87.5 is the Alabama entry for
1997 in Table 1.

While the Alabama and the na-
tional averages of total benefits paid per
100,000 workers peaked in 1990, not
surprisingly some states reached their
pinnacles of total benefits paid in other
years. Thus (as shown in Table 11), three
states (Louisiana, Oregon, and Texas)
peaked in 1988; five states (Colorado,
Connecticut, Florida, Maine, and Mas-
sachusetts) peaked in 1989; six states
(Idaho, lowa, Kentucky, Missouri, Ten-
nessee, and Wisconsin) topped out in
1991; seven programs (Hawaii, Indiana,
New Jersey, New York, South Dakota,
the USLHWCA, and Utah) peaked in
1992; and three jurisdictions (Delaware,
Oklahoma, and Vermont) peaked in
1993. Readers interested in a particular
state in which total benefits peaked in a
year other than 1990 may wish to index
that year as 100 and prepare state-
specific versions of Tables 9 to 11. We
will nonetheless use the current ver-
sions of Tables 9 to 11 since they facili-
tate interstate comparisons.
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Changes in Cash Benefits. Table 9
provides information on the amount of
cash benefits paid per 100,000 workers
by state for the years 1985 to 1997,
where each state’s amount of cash bene-
fits in 1990 is used as the base year with
a value of 100. Using Alabama again as
an example, the table indicates that cash
benefits paid to workers in the state in
1985 were 53.1 percent of the benefits
paid in 1990, and that by 1997, the Ala-
bama cash benefits were 68.3 percent of
the benefits paid in the state in 1990.
The national average entry in Table 9
indicates that in the 42 states that are

used to construct the average, cash
benefits in 1985 were 64.6 percent of the
amount paid in 1990, and that cash
benefits had declined by 1997 to an
amount that was 616 percent of the
1990 cash benefit payments.

The data in Table 9 are interesting,
but the results are hard to comprehend
because of the variety of experiences
among the various states. Figure G pro-
vides an example of how the data on cash
benefits per 100,000 workers using each
state’s payments in 1990 as the base can
be analyzed. The figure shows the
changes in cash benefits per 100,000
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workers for each state between 1990 and
1997, with the states in order of the mag-
nitude of increases or decreases in benefits
paid over the period. The results are strik-
ing. Only in New York have cash benefits
paid to workers increased over these eight
years. In all other states cash benefits paid
per 100,000 workers declined at least 10
percent. The national average decline in
cash benefits paid was 384 percent be-
tween 1990 and 1997, and 15 states had
declines in cash benefits paid per 100,000
workers of at least 50 percent.

Two states are worth mentioning. In
West Virginia, cash benefits per 100,000

Table 9 - Cash (Indemnity) Benefits Paid Per 100,000 Workers by State Using 1990 as Base Year

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
Alabama 53.1 63.0 72.2 80.6 92.7 100.0 88.9 79.4 66.2 74.9 77.5 78.6 68.3
Alaska 198.4 161.3 107.7 82.4 93.6 100.0 88.5 71.8 61.5 59.5 66.8 70.5 65.5
Arizona 56.6 57.9 71.0 77.6 88.5 100.0 88.4 84.8 89.2 78.7 65.2 46.9 45.4
Arkansas 58.0 72.5 80.4 84.3 94.5 100.0 87.4 68.3 54.3 45.3 39.5 36.8 34.9
California 76.6 75.9 81.5 83.8 88.4 100.0 96.1 75.5 63.9 66.9 67.5 76.4 84.8
Colorado 55.9 80.6 67.0 68.3 111.0 100.0 64.9 52.0 52.5 55.6 56.5 59.3 60.6
Connecticut 51.4 60.9 77.0 89.9 104.8 100.0 86.6 70.5 46.8 421 41.2 45.9 41.3
Delaware 88.7 108.4 82.2 90.7 102.0 100.0 104.0 90.0 105.9 89.2 98.7 100.5 80.9
Dis. of Columbia 59.8 71.8 68.7 80.7 0.0 100.0 87.6 71.8 66.6 62.8 51.2 56.1 54.0
Florida 55.0 74.0 98.0 121.0 122.8 100.0 69.6 63.2 64.0 61.5 51.9 52.0 48.6
Georgia 54.4 63.4 77.6 85.7 89.3 100.0 77.4 78.7 76.5 68.0 64.6 61.1 55.6
Hawaii 55.6 56.6 57.1 66.6 78.7 100.0 121.2 131.5 103.0 81.2 59.2 51.1 55.4
Idaho 90.9 82.7 74.2 71.6 84.6 100.0 104.9 94.7 92.7 81.0 70.9 68.5 75.1
lllinois 57.5 65.8 72.3 81.6 96.6 100.0 93.6 85.8 79.3 73.9 70.7 70.1 69.1
Indiana 52.4 57.6 67.3 86.5 97.5 100.0 97.3 97.5 90.4 86.3 83.1 78.2 87.0
lowa 70.6 80.9 90.6 82.7 91.8 100.0 91.6 82.6 79.7 70.6 75.5 80.5 82.6
Kansas 60.2 65.9 63.9 75.3 87.7 100.0 93.3 81.7 70.5 58.3 51.7 49.9 51.0
Kentucky 46.7 49.9 54.2 71.6 106.2 100.0 99.5 92.6 89.3 71.0 61.3 48.7 421
Louisiana 87.9 99.1 123.9 137.6 122.2 100.0 84.8 7.7 58.5 60.1 64.7 60.3 62.7
Maine 81.6 88.7 94.7 96.3 109.5 100.0 68.4 35.4 18.4 15.5 19.3 22.2 24.0
Maryland 66.9 66.1 73.3 81.5 92.5 100.0 87.8 69.7 71.6 73.6 69.0 64.6 69.0
Massachusetts 57.2 67.6 83.7 102.7 115.4 100.0 69.9 57.0 54.3 45.1 43.5 39.1 41.2
Michigan 57.8 65.0 72.2 79.4 90.2 100.0 88.6 69.2 60.5 57.0 55.7 49.2 45.1
Minnesota 74.4 66.4 81.0 80.0 86.3 100.0 76.1 67.5 49.2 411 33.7 33.7 32.7
Mississippi 48.3 58.2 61.0 71.4 90.2 100.0 83.8 77.2 58.5 58.5 58.5 58.9 60.8
Missouri 50.4 58.6 66.7 75.5 87.0 100.0 99.0 91.7 88.5 88.0 88.7 81.0 86.0
Montana 93.9 136.4 58.9 56.7 85.3 100.0 72.4 48.5 42.9 63.9 45.6 41.4 37.5
Nebraska 51.2 59.0 65.9 75.8 93.9 100.0 82.8 79.9 68.7 68.1 74.7 78.8 84.0
New Hampshire 53.4 55.7 65.5 80.9 94.8 100.0 92.5 74.4 58.9 47.0 42.2 35.6 36.8
New Jersey 53.2 61.9 67.3 77.5 95.2 100.0 97.1 98.8 82.0 77.0 84.2 79.0 79.9
New Mexico 105.0 89.0 104.5 1111 94.3 100.0 70.1 441 38.0 31.9 32.5 27.0 29.6
New York 56.0 53.1 59.9 74.5 99.6 100.0 129.7 142.4 125.5 120.5 125.1 121.8 104.9
North Carolina 36.4 39.3 49.9 59.5 78.5 100.0 97.6 84.8 77.6 73.6 72.6 72.7 87.8
Oklahoma 60.3 60.3 72.8 79.8 87.0 100.0 106.9 108.8 111.6 111.6 86.9 77.2 73.9
Oregon 110.3 118.7 122.8 118.1 104.6 100.0 78.2 79.8 63.5 55.7 47.8 44.5 44.9
Pennsylvania 45.0 59.6 74.0 74.5 94.5 100.0 86.3 88.7 76.0 73.4 64.3 56.7 58.0
Rhode Island 41.5 56.0 64.2 78.1 93.8 100.0 51.2 20.9 18.3 17.9 271 18.9 30.4
South Carolina 61.5 74.0 85.3 88.8 97.3 100.0 85.7 67.6 74.3 86.2 76.3 71.5 74.4
South Dakota 72.6 81.0 70.2 75.1 93.1 100.0 115.8 108.8 90.5 84.7 91.7 84.4 43.3
Tennessee 45.2 53.1 59.8 76.9 89.1 100.0 102.1 93.3 88.2 86.6 83.2 78.1 77.0
Texas 88.5 98.3 0.0 131.4 0.0 100.0 86.8 69.1 58.7 58.1 58.8 55.4 59.0
USLHWCA 0.0 87.2 101.4 114.9 76.0 100.0 74.0 92.6 83.8 92.2 78.4 76.0 0.0
Utah 64.6 63.2 65.6 71.6 88.0 100.0 116.0 134.6 108.2 107.4 74.8 64.4 70.4
Vermont 45.7 50.4 59.9 71.4 78.1 100.0 103.1 85.9 93.4 78.5 74.9 79.9 75.7
Virginia 60.0 711 77.6 84.0 99.8 100.0 87.8 76.1 66.1 64.3 64.5 74.0 70.9
West Virginia 107.4 106.6 104.6 101.2 101.5 100.0 95.1 86.9 76.9 69.9 57.1 50.1 53.7
Wisconsin 94.0 99.9 89.0 88.6 92.0 100.0 107.6 98.1 89.3 81.7 77.9 76.4 76.0
National Average* 64.6 68.9 78.0 87.0 98.5 100.0 91.8 80.0 70.8 67.5 62.0 63.0 61.6

Note: National Average based on data in Table 3, Panel B.
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workers declined by 46.3 percent, which
is a much more rapid decline that the na-
tional average decline of 38.4 percent. The
employers of West Virginia who are con-
cerned about the adequacy of protection
provided to injured workers in the state
will surely want to express their concerns
to state legislators about this precipitous
decline.

Oregon is also an interesting state,
where cash benefits paid per 100,000
workers declined 55.1 percent between
1990 and 1997. As indicated in Table 9,
Oregon cash benefits per 100,000 peaked
in 1987 at an amount that was 122.8 per-
cent of the benefit payments in 1990, so
the cumulative decline in cash benefits
paid per 100,000 workers between 1987
and 1997 was over 63 percent. In a recent
article, Thomason and Burton (2001) ex-
amined the effects of changes in the Ore-
gon workers' compensation statue on
employees’ benefits and employers’ costs.
These statutory changes included SB 1997
enacted in 1990, which inter alia provided
that claims were compensable under the
Oregon workers' compensation statute
only if work was the “major cause” of the
permanent disability or need for treat-
ment. This provision is generally referred
to as the major contributing cause
(MCC) requirement. The 1995 Oregon
legislature enacted SB 369, which inter alia
amended the workers compensation
statute to provide further restrictions on
claims that involved a “combined condi-
tion.” In our article, we provided a range
of estimates concerning the effects of
these laws. One of our conclusions
(Thomason and Burton 2001: 21) was:

Our judgment based on the
evidence we have developed is
that by the mid-1990s the Ore-
gon legislation had reduced
costs and benefits by about
20% to 25% below what the
amounts would have been if SB
1197 and SB 369 had not been
enacted.

The Thomason and Burton (2001)
study suggests that a substantial pro-
portion of the reduction in cash benefits
paid to Oregon workers between 1990
and 1997 shown in Figure G is a result
of legislative changes that limited the
compensability of certain work-related
injuries. Although we do not have simi-
lar direct evidence concerning the
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source of the decline of cash benefits
paid to workers in other states during
the 1990s, as previously mentioned,
there were a number of states that
also constricted the eligibility rules for
the workers’ compensation programs
during the 1990s as documented by
Spieler and Burton (1998).” We sus-
pect that the drop in cash benefits
paid to workers is associated with the
tightening eligibility rules in many of
the states showing substantial de-
clines in paid benefits in Figure G.

Changes in Medical Benefits. Ta-
ble 10 provides information on the
amount of medical benefits paid per
100,000 workers by state for the years
1985 t0 1997, where each state’s amount
of medical benefits in 1990 is used as
the base year with a value of 100. Using
Alabama again as an example, the table
indicates that medical benefits paid to
workers in the state in 1985 were 41.6
percent of the medical benefits paid in
1990, and that by 1997, the Alabama
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medical benefits were 100.8 percent of
the medical benefits paid in the state in
1990. The national average entry in Ta-
ble 10 indicates that in the 42 states
that are used to construct the average,
medical benefits in 1985 were 54.3 per-
cent of the medical benefits paid in
1990, and that medical benefits had de-
clined by 1997 to an amount that was
77.7 percent of the 1990 medical benefit

payments.

Table 10 - Medical Benefits Paid Per 100,000 Workers by State Using 1990 as Base Year

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
Alabama 41.6 47.2 56.1 71.4 90.3 100.0 103.2 89.4 829 83.5 81.8 89.8 100.8
Alaska 92.1 87.2 75.2 81.6 95.5 100.0 87.7 79.6 81.0 80.8 89.5 96.4 93.8
Arizona 58.2 65.3 80.9 83.3 91.5 100.0 104.9 104.7 119.2 99.8 75.5 82.5 77.4
Arkansas 44.4 50.8 49.7 69.8 97.2 100.0 102.1 85.5 69.7 61.4 57.4 50.1 41.2
California 60.6 62.2 68.8 77.3 84.2 100.0 100.7 77.9 62.2 59.7 55.2 60.4 66.2
Colorado 44.2 55.0 47.9 57.4 91.7 100.0 95.7 88.5 91.8 111.7 93.4 92.7 82.2
Connecticut 45.1 38.9 66.2 77.7 93.5 100.0 108.8 113.8 82.4 76.4 77.7 74.3 68.8
Delaware 0.0 0.0 74.5 93.7 102.6 100.0 108.6 137.7 162.1 136.9 160.7 162.3 143.3
Dis. of Columbia 56.9 50.3 38.4 68.4 0.0 100.0 88.0 68.6 69.9 725 67.8 76.2 63.2
Florida 45.6 53.7 63.2 80.5 92.7 100.0 94.6 99.3 104.5 110.2 93.0 108.4 98.9
Georgia 47.8 54.0 52.0 71.6 82.0 100.0 74.7 79.5 79.9 77.0 68.6 55.8 53.7
Hawaii 52.7 52.2 40.0 52.7 78.7 100.0 116.5 136.4 132.1 106.8 68.6 65.2 61.9
Idaho 65.1 62.4 70.0 73.8 85.1 100.0 108.5 101.5 105.0 94.2 103.1 96.8 117.0
lllinois 47.2 55.9 62.1 71.6 87.1 100.0 102.8 104.0 101.5 100.0 93.6 92.9 94.0
Indiana 48.3 53.6 63.0 81.0 91.1 100.0 105.4 115.0 116.0 117.8 110.0 109.5 115.3
lowa 49.5 49.0 76.3 79.3 92.9 100.0 1121 109.9 108.9 103.8 102.5 103.1 111.2
Kansas 40.8 38.7 55.2 56.3 87.9 100.0 97.4 97.0 92.6 74.7 80.1 73.0 80.6
Kentucky 425 45.8 52.7 58.4 95.8 100.0 118.2 116.5 113.5 96.4 95.5 86.9 74.3
Louisiana 62.4 70.6 81.9 94.1 101.5 100.0 95.4 87.7 71.2 66.4 66.3 61.2 67.3
Maine 61.1 55.8 77.4 102.7 107.2 100.0 94.7 83.8 80.7 63.9 52.3 75.2 83.7
Maryland 67.3 60.7 70.7 75.4 88.2 100.0 92.9 81.8 101.9 99.0 91.3 79.1 79.8
Massachusetts 55.3 65.8 76.4 93.2 103.1 100.0 93.1 88.6 87.7 73.1 72.3 69.7 70.8
Michigan 66.3 72.4 77.2 86.6 94.8 100.0 98.2 90.4 84.4 86.9 90.5 84.7 82.5
Minnesota 77.6 60.6 69.6 68.6 83.6 100.0 88.9 86.5 69.6 69.1 58.8 59.2 57.4
Mississippi 52.8 56.6 72.8 89.7 98.9 100.0 92.8 113.2 80.7 80.7 82.6 76.0 84.4
Missouri 42.0 48.6 60.1 72.6 82.5 100.0 109.8 99.8 106.7 98.6 100.6 90.2 94.0
Montana 60.0 69.3 74.2 77.6 82.0 100.0 120.2 106.6 95.9 143.7 119.4 94.3 89.9
Nebraska 445 48.8 56.3 58.2 90.0 100.0 102.8 109.5 83.6 89.2 101.2 108.0 115.1
New Hampshire 51.8 45.3 64.0 82.7 90.4 100.0 105.1 105.5 100.1 95.4 99.2 90.6 104.4
New Jersey 54.2 61.1 69.2 80.7 95.9 100.0 102.7 105.0 98.6 89.0 95.0 83.4 85.0
New Mexico 51.5 52.9 73.8 87.4 82.4 100.0 99.5 77.5 54.6 50.1 50.4 49.6 52.6
New York 62.7 52.9 59.4 64.6 74.6 100.0 113.9 116.3 114.4 113.2 108.5 113.5 1241
North Carolina 334 36.1 44.9 60.3 87.9 100.0 97.9 89.4 79.3 86.1 84.2 75.4 75.5
Oklahoma 51.9 51.7 62.4 60.9 76.3 100.0 109.3 116.8 121.6 115.9 89.5 95.6 97.7
Oregon 118.6 122.3 128.1 135.0 103.6 100.0 90.2 126.1 108.6 99.8 101.4 141.0 121.5
Pennsylvania 0.0 46.4 0.0 0.0 91.7 100.0 90.3 80.7 70.3 62.2 61.8 61.7 61.7
Rhode Island 46.0 56.9 43.0 83.9 94.1 100.0 78.0 49.9 46.4 41.5 68.4 47.6 54.3
South Carolina 53.0 62.7 77.2 64.4 100.5 100.0 92.6 101.5 95.6 117.1 97.0 103.2 98.1
South Dakota 48.6 50.7 62.5 70.8 90.5 100.0 144.4 155.6 149.8 125.2 130.2 115.6 84.2
Tennessee 40.7 53.0 58.3 75.3 93.3 100.0 109.9 107.1 109.2 101.5 106.7 99.0 112.0
Texas 66.1 74.6 0.0 103.0 0.0 100.0 143.3 109.5 89.9 104.4 101.8 87.8 99.2
USLHWCA 0.0 50.1 88.0 98.6 76.2 100.0 82.8 163.6 157.2 123.0 111.5 76.6 0.0
Utah 44.6 37.3 46.9 59.3 771 100.0 107.7 101.2 73.6 75.0 94.2 72.9 65.0
Vermont 39.0 53.8 58.0 55.5 77.1 100.0 113.1 108.0 146.0 111.5 93.6 105.0 122.6
Virginia 46.6 59.1 61.2 73.3 98.0 100.0 97.0 97.0 90.2 82.7 81.6 95.5 92.9
West Virginia 74.6 78.7 80.9 86.7 95.3 100.0 108.3 116.8 115.9 115.7 114.5 113.1 119.4
Wisconsin 53.8 58.1 62.1 72.7 83.5 100.0 114.5 108.6 114.6 124.3 117.9 100.8 99.9
National Average* 54.3 56.3 65.0 75.3 87.8 100.0 101.1 94.5 87.9 86.5 75.7 79.2 77.7

Note: National Average based on data in Table 3, Panel B.
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State From 1990-1997
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Figure H - Change in Medical Benefits Paid per 100,000 Workers by
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The data in Table 10 are fascinating, but
the results are hard to comprehend be-
cause of the variety of experiences
among the various states. Figure H pro-
vides an example of how the data on
medical benefits per 100,000 workers
using each state’s payments in 1990 as
the base can be analyzed. The figure
shows the changes in medical benefits
per 100,000 workers for each state be-
tween 1990 and 1997, with the states in
order of the magnitude of increases or
decreases in benefits paid over the pe-
riod. The results are interesting. There
are 12 states in which medical benefits
paid to workers increased over these
eight years. In all other states medical
benefits paid per 100,000 workers de-
clined, and in 25 states, the decline in
paid medical benefits was at least 10
percent. The national average decline in
medical benefits paid was 22.3 percent
between 1990 and 1997. An interesting
challenge is whether the differences in
the magnitudes of the increases or de-
creases in paid medical benefits can be
related to the inter-jurisdictional differ-
ences in the types and timing of reforms
of the health care delivery system in
various jurisdictions. These reforms,
such as the introduction of HMOs and
the restrictions on the employee’s
choice of treating physician, are dis-
cussed in Burton (1997).

Changes in Total Benefits. Table
11 provides information on the amount
of total (cash plus) medical benefits
paid per 100,000 workers by state for
the years 1985 to 1997, where each
state’s amount of total benefits in 1990
is used as the base year with a value of
100. Using Alabama again as an exam-
ple, the table indicates that total bene-
fits paid to workers in the state in 1985
were 46.3 percent of the total benefits
paid in 1990, and that by 1997, the Ala-
bama total benefits were 87.5 percent of
the total benefits paid in the state in
1990. The national average entry in Ta-
ble 11 indicates that in the 42 states that
are used to construct the average, total
benefits in 1985 were 60.2 percent of
the total benefits paid in 1990, and that
total benefits had declined by 1997 to an
amount that was 68.5 percent of the
1990 total benefit payments.
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The data in Table 11 are thought-
provoking, but the results are hard to
comprehend because of the variety of
experiences among the various states.
Figure I provides an example of how
the data on total benefits per 100,000
workers using each state’s payments in
1990 as the base can be analyzed. The
figure shows the changes in total bene-
fits per 100,000 workers for each state
between 1990 and 1997, with the states
in order of the magnitude of increases

or decreases in benefits paid over the
period. The results indicate that in only
three states — Delaware, New York, and
Indiana - did total benefits paid to
workers increased over these eight
years. In all other states total benefits
paid per 100,000 workers declined, and
in 30 states (including West Virginia),
the decline in paid total benefits was at
least 20 percent. The national average
decline in total benefits paid was 31.5
percent between 1990 and 1997.
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Conclusions

Three conclusions warrant empha-
sis. First, the national averages of work-
ers' compensation benefits paid to
workers have experienced dramatic
swings in the last 13 years with avail-
able data. For example, cash benefits
per 100,000 workers averaged increases
of almost 12 percent annually for the
four years from 1986 through 1989, but
then averaged annual decreases of eight

Table 11 - Total Benefits Paid Per 100,000 Workers by State Using 1990 as Base Year

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
Alabama 46.3 53.7 62.7 75.2 91.3 100.0 97.4 85.3 76.1 80.0 80.1 85.2 87.5
Alaska 148.0 126.1 92.3 82.0 94.5 100.0 88.1 75.5 70.7 69.6 77.5 82.8 78.9
Arizona 57.4 61.6 75.9 80.5 90.0 100.0 96.6 94.7 104.1 89.2 70.4 64.6 61.3
Arkansas 50.3 60.2 63.0 76.1 96.0 100.0 95.7 78.0 63.0 54.4 49.6 44.3 38.5
California 68.9 69.2 75.4 80.6 86.3 100.0 98.4 76.6 63.0 63.4 61.6 68.7 75.8
Colorado 51.4 70.8 59.7 64.2 103.6 100.0 76.7 65.9 67.5 77.0 70.6 72.0 68.9
Connecticut 49.3 53.6 73.4 85.9 101.1 100.0 93.9 84.8 58.6 53.5 53.3 55.3 50.4
Delaware 0.0 0.0 78.4 92.2 102.3 100.0 106.2 113.6 133.7 112.7 129.3 131.0 111.8
Dis. of Columbia 58.6 62.8 56.0 75.5 0.0 100.0 87.8 70.4 68.0 66.9 58.2 64.5 57.9
Florida 50.5 64.4 81.5 101.8 108.5 100.0 81.5 80.3 83.2 84.6 7.4 78.8 72.5
Georgia 51.0 58.5 64.3 78.4 85.5 100.0 76.0 791 78.3 727 66.7 58.3 54.6
Hawaii 54.4 54.8 50.0 60.8 78.7 100.0 119.2 133.6 1151 91.9 63.1 57.0 58.1
Idaho 78.7 731 72.2 72.6 84.8 100.0 106.6 97.9 98.5 87.2 86.2 81.9 95.0
lllinois 53.7 62.1 68.4 77.8 93.0 100.0 97.1 92.6 87.6 83.7 79.3 78.6 78.5
Indiana 49.9 55.2 64.7 83.1 93.6 100.0 102.2 108.1 105.9 105.5 99.5 97.3 104.2
lowa 61.3 66.9 84.4 81.2 92.3 100.0 100.6 94.6 92.6 85.2 87.4 90.4 95.1
Kansas 51.1 53.2 59.8 66.4 87.8 100.0 95.2 88.9 80.9 66.0 65.0 60.7 64.8
Kentucky 445 47.7 53.4 64.7 100.7 100.0 109.3 105.1 101.9 84.3 79.1 68.6 58.9
Louisiana 74.8 84.5 102.5 115.4 111.6 100.0 90.2 79.9 65.0 63.3 65.5 60.8 65.0
Maine 77.2 81.6 91.0 97.7 109.0 100.0 74.0 45.8 31.8 259 26.4 33.6 36.9
Maryland 67.1 63.9 72.3 79.0 90.8 100.0 89.9 74.6 83.8 83.9 78.0 70.5 73.3
Massachusetts 56.8 67.2 82.0 100.5 112.6 100.0 751 64.1 61.8 51.5 50.0 46.1 47.9
Michigan 60.6 67.5 73.9 81.8 91.7 100.0 91.8 76.3 68.5 67.0 67.3 61.1 57.6
Minnesota 75.5 64.3 76.8 75.9 85.3 100.0 80.8 74.4 56.6 51.3 42.8 43.0 41.7
Mississippi 50.8 57.3 67.4 81.3 95.0 100.0 88.7 96.8 70.6 70.6 71.6 68.2 73.6
Missouri 46.4 53.9 63.6 74.2 84.9 100.0 104.1 95.5 97.1 93.0 94.3 85.3 89.7
Montana 83.2 115.3 63.7 63.3 84.3 100.0 87.4 66.8 59.6 89.0 68.8 58.1 54.0
Nebraska 48.0 54.0 61.3 67.3 92.0 100.0 92.4 941 75.9 78.3 87.5 92.8 99.0
New Hampshire 52.9 52.0 64.9 81.5 93.3 100.0 96.9 85.4 73.4 64.0 62.2 54.9 60.6
New Jersey 53.6 61.6 68.0 78.7 95.5 100.0 99.3 101.3 88.6 81.8 88.5 80.7 81.9
New Mexico 78.2 70.9 89.1 99.2 88.3 100.0 84.8 60.8 46.3 41.0 41.5 38.3 41.2
New York 57.8 53.1 59.8 7.7 92.7 100.0 125.3 135.1 122.5 118.5 120.5 119.5 110.2
North Carolina 35.0 37.7 47.5 59.9 83.1 100.0 97.8 87.0 78.4 79.6 78.2 74.0 81.8
Oklahoma 56.8 56.8 68.5 72.0 82.6 100.0 107.9 112.1 115.7 113.4 88.0 84.7 83.7
Oregon 113.7 120.2 124.9 125.1 104.2 100.0 83.1 98.8 82.1 73.8 69.9 84.2 76.4
Pennsylvania 0.0 53.9 0.0 0.0 93.3 100.0 88.0 85.3 73.6 68.6 63.2 58.8 59.6
Rhode Island 42.4 56.2 60.0 79.3 93.9 100.0 56.5 26.6 23.8 22.5 35.2 24.6 35.1
South Carolina 58.0 69.4 82.0 78.8 98.6 100.0 88.5 81.5 83.0 98.8 84.8 84.5 84.1
South Dakota 61.1 66.5 66.5 73.0 91.8 100.0 129.5 131.3 119.0 104.2 110.2 99.4 62.9
Tennessee 43.1 53.0 59.1 76.2 91.0 100.0 105.7 99.7 97.9 93.5 94.1 87.8 93.2
Texas 77.4 86.6 0.0 117.4 0.0 100.0 114.7 89.1 741 81.0 80.0 71.4 78.9
USLHWCA 0.0 751 97.1 109.6 76.1 100.0 76.8 115.6 107.7 102.2 89.1 76.2 0.0
Utah 51.1 45.8 53.0 63.3 80.6 100.0 110.4 1121 84.9 85.6 87.8 70.1 66.7
Vermont 42.9 51.8 59.1 64.8 7.7 100.0 107.2 95.0 115.0 92.1 82.6 90.2 95.0
Virginia 53.0 64.8 69.0 78.4 98.9 100.0 92.6 87.1 78.8 74.0 73.5 85.3 82.5
West Virginia 99.4 99.8 98.9 97.7 100.0 100.0 98.3 94.1 86.4 81.0 71.0 65.4 69.6
Wisconsin 722 77.2 74.4 80.0 87.4 100.0 111.3 103.8 103.0 104.8 99.6 89.7 89.0
National Average* 60.2 63.5 72.5 82.0 93.9 100.0 95.8 86.2 78.1 75.6 67.8 69.9 68.5

Note: National Average based on data in Table 3, Panel B.
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percent for 1992 to 1995. Similar turn-
Figure I - Change in Total Benefits Paid per 100,000 Workers by State arounds_ have occgrred in the payments
From 1990-1997 of medical benefits and total benefits
(cash plus medical) per 100,000 work-
ers over the last 13 years with data.
18 Deaware ‘ Secgnd, the experience of states
02 Now York varies widely. Some states, such as Ala-
' . bama, Indiana, Iowa, Michigan, and
42 indana New Jersey, have shown little variation
10 Nebraska over the 12 years in their payment of
49 lowa benefits compared to the national aver-
-5.0 Vermont ages in those years. But a number of
50 idaho other states, such as New Mexico,
-6.8 Tennessee Rhode Island, and Maine have seen
103 Missouri their benefit payments plummet. Other
1o Wisconsin states, such as New York a.n‘d Ok.la/
homa, have experienced significant in-
-125 Alabara ) . .
, creases in benefit payments relative to
-15.9 South Carolina .
national averages. For better or worse,
7163 Oktahoma the generosity of benefits in a state is
75 Virginia not an immutable condition.
181 New Jersey Third, the dispersion in benefits paid
-18.2 North Carolina to workers has narrowed considerably
214 Alaska over the 13 policy periods encompassed in
211 Texas this study. The explanation of this phe-
215 linois nomenon Fhat is apparent from the data
236 o presented in this article is that the nar-
-23. regon . . -
o rowing of the dispersion is due both to
-24.2 California . . .
o the substantial reduction in the amount
204 Mesissipp! of benefits paid in well above average
Sl Weryland states as well as some increase in benefits
-21.5 Florida paid in well below average states.
-30.4 West Virginia These observations are consistent
-31.1 Colorado with the recent climate of cost control
315 NATIONAL AVERAGE in American business in general, and in
333 Utah workers' compensation in specific. De-
350 Lovisiana creases in benefits paid may also be the
result of improved safety records as
-35.2 Kansas .
well as efforts by employers, insurers,
-37.1 South Dakota .
' and legislators to decrease or deny
8T Arizona benefits to injured workers. As previ-
-394 New Hampshire ously discussed, there is some evidence
-404 Pennsylvania that work-related injury rates have de-
-41.1 Kentucky clined in the 1990s. From that perspec-
-419 Haw ai tive, decreased benefits are surely a
421 Dis. Of Columbia positive outcome, as the ultimate goal
424 Mchigan of any workers' compensation program
54 Goora would be to have no injuries and thus
_45. orgia .
160 Vontana pay no benefits at all.
' ‘ A myriad of explanations beyond
496 connectiout the cursory ones offered above are
521 Messachusetts possible for the downward and tight-
-583 Minnesota ening spiral of workers' compensa-
-58.8 New Mexico tion benefits paid to workers by the
-615 Arkansas various state programs over most of
-63.1 Maine the 1990s; a definitive explanation of
649 Rhode Istand this trend is outside the scope of the
: : : : : : : ; ' ' present study.
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ENDNOTES

1. The results for 1985 to 1996 in the pre-
sent article differ from those included in Burton
and Blum (2001). The main reason is that the
current article uses the number of workers cov-
ered by the unemployment insurance program
in each state in each year to calculate the
weighted national average for that year. Last
year we used the number of employees as meas-
ured by the U.S. Bureau of Labor Statistics in its
establishments surveys in each state in each year
to calculate the weighed national average for
that year, with the exception of 1996, when 1995
employment weights were used to calculated
the weighted national average.

2. Data for Delaware and Pennsylvania are
missing from the 2001 edition of the NCCI Bulletin.

3. We appreciate the assistance of Judith
Greenwood, formerly of the Research, Informa-
tion and Analysis Division of the West Virginia
Bureau of Employment Programs for providing
the West Virginia data used in this study.

4. The benefits paid are incurred benefits
for all injuries that occur in policy year. In-
curred benefits include benefits paid as of the
reporting date plus reserves for future benefits.

5. The missing jurisdictions from the
maximum number of 47 jurisdictions are Dela-
ware, Pennsylvania, and West Virginia.

6. The tables also incorporate previously
unpublished or corrected data that we obtained
from the NCCI, or directly from states with
independent rating bureaus, or from West Vir-
ginia.

7. Data on the employers’ costs of workers’
compensation as a percent of gross earnings are
included in Burton (200la). Table 1 includes
information on private industry employees for
1991-2000 in Panel A; information on state and
local government employees for 1991-2000 in
Panel B; and information for all non-federal
employees for 1991-2000 in Panel C. Table 2
includes information on private industry em-
ployees for 1986-1990.

8. Data on the overall operating ratio from
1973 to 2000 are included in Table A5.1 of Bur-
ton (2001b: 27).

9. Krueger (2000) discusses the significant
decline in the work-related injury rate during
the 1990s.

10. Data on work-related injury and ill-
ness incidence rates from 1972 to 1998 are in-
cluded in Table A.6 of Thomason, Schmidle,
and Burton (2001).
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11. Burton (1997) discusses recent develop-
ments in managed care in workers’ compensation.

12. For an exchange of views on the proper
method to measure the employers’ costs of
workers’ compensation and the effects of inter-
state differences in these costs, see Hicks and
Wilburn (2001), Mont and Burton (2001), Rob-
erts (2001), and White (2001).

13. There is no generally accepted choice
for a base year in economics data series. Exam-
ples from the Council of Economic Advisers
(2001) include: 1996 for Real Gross Domestic
Product (Table B-2); 1999 dollars for Median
Money Income (Table B-33); 1982 dollars for
Hourly and Weekly Earnings (Table B-47); 1992
for Productivity (Table B-49); and 1982-84 for
Consumer Price Indexes (Table B-60).

14. [($15.473,480) / ($22.644,207)] X 100 -
68.3

15. [($33.004,598) / ($32730.437)] X 100 -
100.8

16. [($48.478.078) / ($55,394.644)] X 100 -
875

17. A further discussion of developments in
workers’ compensation benefits during the
1990s is Burton (2001b).
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