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Chapter 11

Rehabilitation In Workmen'’s
Compensation

Most employees injured in work accidents re-
turn to their jobs after minor medical attention
with little if any worktime lost. As the effects of
the injury are transient, the incident usually fades
from memory. Even those who suffer days or weeks
of disability and possibly endure substantial medi-
cal treatment may find the injury is not permanent.
Although the loss of income and the medical ex-
penses are distressing, eventually, when workers
resume their jobs, they recover economically, too.

A minority, unfortunately as much as 10 percent
of the total injured, according to a California re-
port by McLeod,1suffer injuries that disrupt their
lives. Even when these workers receive effective
medical care so that eventually they return to pro-
ductive jobs, their lives are physically and emo-
tionally scarred. Injuries for some are so severe
that prolonged medical treatment and convales-
cence fail to restore them completely. Residual
handicaps prevent their acceptable performance
in their former jobs. Only retraining and educa-
tion combined with special treatment offer a pros-
pect for future employment.

Some never return to work. If they do not die
from their injuries, they live with such severe dis-
abilities that they barely can manage for them-
selves. Often, the most that health services can do
is to lighten the burden on those who take care
of these persons.

The treatment for workers whose livelihood is
threatened by work-related impairments consists
of medical rehabilitation and vocational rehabili-
tation, the topics discussed in this chapter.

MEDICAL REHABILITATION

It is easier to discuss individual programs than
to review medical rehabilitation in the United
States as a whole. Each program, whether set up
by an insurance company or workmen’s compen-
sation agency, contains its own requirements for
treatment, qualifications for eligibility and defi-
nitions of service.

Terminology

Medical rehabilitation is not defined everywhere
the same. Some consider it the same as medical care
(chapter 10). For others, it is treatment of long-
term or chronic disabilities or problems such as
amputation, blindness, or spinal injuries. Some re-
gard medical rehabilitation as treatment by phys-
ical and occupational therapists.

Our studies and inquiries indicate that a work-
er's injury may determine whether what he re-
ceives is called medical care or medical rehabili-
tation. If his injury is short-term or acute, the
treatment used for it seems to be called medical
care. If his injury is long-term or chronic, the
treatment may be called medical rehabilitation.
Even so, the terms are not distinctive: proper re-
habilitation begins with the first treatment of an
injury whether or not the disability is expected to
be chronic.

Nevertheless, 10 jurisdictions distinguish be-
tween medical rehabilitation and medical care,
usually on the basis of lost worktime or the type
of injury. Because of the difficulty in arriving at
a universal definition, medical rehabilitation in
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this chapter is defined according to the usage of
the program discussed.

The Delivery System

The worker who required medical rehabilitation
often receives it much as he receives other medical
care. Some workmen’s compensation laws obligate
employers and insurers to pay costs of medical care
for injured workers. The worker receives what-
ever medical care is needed to treat the impairment
and restore lost function. He may report first to
the plant nurse or physician for immediate at-
tention. If the injury is serious, he may go to a
hospital. Costs are covered by having health serv-
ice workers on salary, by contractual arrangements
with health personnel, or by payment of hospital
and doctor bills. The insurer may or may not have
much influence in the selection or course of treat-
ment.

For injuries associated with chronic disabilities,
the insurer usually attempts to control the selec-
tion of the rehabilitation services, frequently by
directing the worker to a particular specialist or
facility with a particular expertise. Often the in-
surer pays for transportation to the specialist or
facility as well as for rooms during treatment.

Some insurance companies operate rehabilita-
tion facilities, under individual or joint ownership,
with medical personnel on salary, at least part-
time.

When insurers contract to share rehabilitation
programs or facilities, they may pay expenses case
by case or through a rental agreement.

Some workmen’s compensation agencies may be
totally isolated from and unaware of rehabilita-
tion procedures. Others keep relatively close tabs
on the services rendered.

When informed of the potential need for re-
habilitation, some agencies do little more than
notify the worker and insurer that medical reha-
bilitation is worth considering. Other agencies con-
duct formal evaluations of the need for further
medical care and recommend action. They seek to
convince disabled workers of the wisdom of reha-
bilitation. When the workers agree, the insurers
can be required to finance the care.

Rehabilitation in Insurance

In 1972, a questionnaire concerning rehabilita-
tion programs in workmen'’s compensation insur-

ance was sent to 25 major insurance companies in
the United States. The answers from 22 revealed
a variety of policies and practices in rehabilitation
under workmen'’s compensation so that generali-
zations are difficult. The following comments on
various rehabilitation programs, therefore, are not
to be regarded as typical of the entire industry.

Medical management.—In the insurance in-
dustry, the concern some carriers have for both
medical care and medical rehabilitation is termed
“medical management.'ILIt is the attempt to mini-
mize the total costs of compensation through
emphasis on well-timed, high quality medical
treatment. The concept tends to focus attention on
the physical condition of the worker rather than
on the monetary compensation due. The ultimate
goal is to reduce the degree of disability. The in-
surer would like to see the worker’s earning abili-
ties fully restored rather than pay compensation
indefinitely.

Rehabilitation programs.—One well-known
insurer, here known as IN X, makes a special effort
to interview all claimants with serious injuries.
The majority of those hospitalized are examined
in an effort to design the best course for recovery.
Either a claimsman, a rehabilitation nurse, or a
medical advisor personally consults with the claim-
ant and attending physician on the therapy and
recommends specialists or a fitting rehabilitation
facility.

The ability of IN X to influence the medical pro-
gram is dependent on the representatives’ cogency,
the regulations of the jurisdiction and the circum-
stances of the case. In free choice States, IN X takes
care not to violate the claimant’'s protected right
to choose his own physician and medical program
without losing financial support from the insurer.

When the claimant cooperates with INX, the
worker is directed usually to specialists and re-
habilitation facilities near his home unless the
nature of the injury requires particular care at a
distant facility. In that event, IN X will transport
the worker to the required place for that special
care. While INX operates its own rehabilitation
center and has helped develop a spinal cord clinic,
both in the Boston area, its claimants are sent to
facilities available in different parts of the country.

IN X uses privately and publicly operated re-
habilitation facilities in a manner typical of other



insurers committed to medical management al-
though its scale of operation is larger than most.

Another large insurer, INJ, has supplied its
claims officers with alist of criteria to aid in select-
ing candidates for rehabilitation. When an injured
worker fits the pattern, the claims officer notifies
INJ’s rgeional office so that a rehabilitation nurse
or coordinator can examine the claimant early in
the course of treatment. The criteria include such
items as quadriplegic and paraplegic cases, major
amputations, serious head injuries, crushed mem-
bers, loss of eyes, and similarly grave injuries.

In 1971, INJ financed rehabilitation of 1,109
injured workers or 2.6 percent of its lost-time
claims.2 As with INX, these claimants received
their rehabilitation services in facilities located
near home if possible but some were transported to
special facilities. INJ has contacts with hospitals,
specialists, clinics, and rehabilitation centers across
the country through which its claimants receive
rehabilitation services.

INJ in 1970 established a program that con-
tracts with other insurers to improve rehabilita-
tion efforts. The program uses five regional offices
in the United States and Canada where insurers
can purchase advice and help in rehabilitation
matters. Other insurers may release their rehabili-
tation cases to INJ’s program for processing one of
INJ’sown. Costs are paid by the claimant’'s insurer
either case by case or under a contract whereby
INJ for a fee assumes the total rehabilitation re-
sponsibilities of the other insurer.

A similar rehabilitation service, established re-
cently by a Texas insurer, is restricted to that
States.

The amount of medical rehabilitation conducted
voluntarily by insurance companies is unknown.
Either disagreements as to the definition of re-
habilitation or failures to record rehabilitation
benefits as a separate category thwart attempts to
estimate the dimension of this service. Of the 22
insurers who responded to our survey, only 10
could provide figures on the numbers of workmen’s
compensation claimants who received rehabilita-
tion benefits in 1971. Even among this group, some
of the numbers are approximate rather than actual.

Table 11.1 indicates the considerable variation
in the programs of rehabilitation. The percentage
of claims receiving rehabilitation range between
50 percent and 1.5 percent. As our questionnaire
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did not require distinction between medical and
vocational rehabilitation, the figures probably in-
clude cases receiving vocational rehabilitation.
These workers probably received medical rehabil-
itation in any event. It is not certain whether the
wide range in percentages indicates differing defi-
nitions of rehabilitation or different counting pro-
cedures or whether rehabilitation efforts actually
differ so much. Clearly, broad and narrow defini-
tions of rehabilitation are used by different insur-
ers. Some refuse to distinguish between medical
care and medical rehabilitation while others con-
sider only the treatment for catastrophic injuries
as rehabilitation. As to counting procedures, some
count all cases referred to the attention of rehabili-
tation nurses, while others count only those receiv-
ing services such as physical therapy, the fitting of
prosthetic devices, and other care pertinent to cat-
astrophic injuries. The data depend on the inter-
nal needs of the insurer.

Table 11.1.—PERCENTAGES OF CLAIMANTS  RECEIVING
BENEFITS BY INSURANCE COMPANY, 1971

REHABILITATION

Percentage of
claimants
receivin

Percentage of
claimants
receiving

Insurance
company»

Insurance
company *

rehabilitation rehabilitation
A s 50 )
B 1.5-2 3)
C 26 3)
D172 7.7 2.6
E 25 (?)
Foreeeees sneenereiennnn 3

i All insurers are members of the Insurance Rehabilitation Study Group.
3 Insurer is a reinsurer.
3 No data.

Source: Insurance Rehabilitation Questionnaire, 1972.

The many factors which influence insurers to
undertake rehabilitation are discussed in Kiser's
“The Demand for Rehabilitation in Workmen'’s
Compensation”.3

Rehabilitation Services of Agencies

Even the most conscientious insurance compa-
nies probably miss some claimants who could bene-
fit from medical rehabilitation. What happens to
such claimants or those whose insurers ignore reha-
bilitation needs? Do they deteriorate as social re-
jects or do they receive rehabilitation eventually?

New York's program.—New York State's
workmen’s compensation agency tries to capture
these cases through a procedure known as the R
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program which requires insurers, employers, and
physicians to inform the agency when the work-
er's condition looks as though rehabilitation care
would be beneficial. Insurers are required to sub-
mit an It form when the insurer initiates treat-
ment, when the insurer or attending physician
considers rehabilitation necessary, or when com-
pensation payments have been made for 2 months
and are expected to continue. The notice is meant
to bring potential rehabilitation cases to the atten-
tion of both the agency and the carriers.

R forms accompanied by a full medical report
and medical opinions are sent to the rehabilitation
section of the New York Workmen’s Compensation
Board where a staff of two full-time physicians
and 70 rehabilitation counselors and social work-
ers review them to determine whether workers
should receive special services not already initi-
ated. Some claimants are given medical examina-
tions and interviewed by rehabilitation counselors
and possibly social workers "who may recommend
initial or additional rehabilitation, but only a
physician can order the insurer to finance medical
rehabilitation.

For those receiving rehabilitation services, peri-
odic reports enable the workmen’'s compensation
agency to follow the case to closure. Should the
services be interrupted, the agency investigates.

In 1970, the agency considered reports on 41,353
injured workers and completed evaluations for
27,477. Rehabilitation programs, including voca-
tional rehabilitation programs, were arranged for
5,037 workers, 71 percent by insurers and other
sources other than the agency.

Whether so many would have received rehabili-
tation services without the agency’s attention is
unknown. Certain insurers have expressed doubts
about the value of the New York program. Other
observers are impressed with its achievements.4
Altogether, New York reports that from 3 to 5
percent of workmen’s compensation claims closed
in 1969 received medical rehabilitation.5

Florida’'s program.—Efforts to assure adequate
rehabilitation for injured workers are supported
by the visiting nurse program in Florida. Cases
that might be able to use medical rehabilitation
are brought to the attention of 18 rehabilitation
nurses in industrial areas. The nurses receive re-
ferrals from workers, employers, physicians, and
insurers. Referrals are always optional. In three

situations, they are mandatory: When a major am-
putation is probable; when an attending physician
feels a permanently disabled patientjean perform
light work; or when the insurer’s initial indemnity
liability is estimated at $2,500 or more.

Referrals go to a central office where informa-
tion is summarized for notice to a nurse. The nurse
informs the insurer of the referral and visits the
injured worker to obtain data on his condition and
prospects. The nurse recommends rehabilitation
if it should be included in the worker’s compensa-
tion. If the central office concurs, the nurse encour-
ages the insurer, worker, and physician to coop-
erate. Should the physician object, the nurse can
ask the insurer to remove him. If the worker balks,
he is warned that he does so at the risk of losing
some compensation benefits. The insurer is re-
quired by law to finance the treatment.

In 1971, 3.2 percent of Florida's Workmen’s
Compensation claimants received medical rehabili-
tation.5 How many of these workers received this
care directly as a result of the Florida program is
not known. As in New York, it is not known
whether so many would have received care without
the efforts of the agency. The program screened
3,622 cases in 1970 and closed 1,567 after rehabili-
tation, some of whom received vocational rehabili-
tation as well as medical rehabilitation.

Most other jurisdictions, if they make any at-
tempt to follow up injury cases and investigate
rehabilitation potential, have less elaborate pro-
cedures than those of New York or Florida. States
such as California, Missouri, Minnesota, New Jer-
sey, Michigan, and Wisconsin have established
procedures to select candidates from workmen’s
compensation rolls but the procedures vary in pur-
pose and expectations.

Since few jurisdictions recognize medical reha-
bilitation as distinct from medical care, most pro-
cedures aim primarily at finding cases needing
vocational rehabilitation rather than medical re-
habilitation. California, Minnesota, and New Jer-
sey are examples of jurisdictions with this empha-
sis (see below). The only other program notable
for its efforts to assure medical rehabilitation is
that of Missouri.

Missouri’s program.—The screening body in
Missouri’s system is the Board of Rehabilitation,
comprised of three members of the Industrial
Commission, the director of Workmen’s Compen-



sation, and a small staff. All reports of lost-time
injuries are reviewed by the Board on the day
the reports are received to identify workers with a
serious injury. Whenever the injury appears likely
to result in extended time lost from work (3 weeks
or more) itisjudged serious.

If the claimant’'s condition implies rehabilita-
tion, the Board directs the insurance company to
submit a physician’s opinion. On the basis of this
report and other information, the Board decides
whether or not to notify the insurer to provide re-
habilitation services. The insurer may present its
objections in a hearing. Insurers apparently accept
the Board’s judgment in most cases.

All medical rehabilitation initiated this way
must be conducted in facilities approved by the
Board. When the insurer initiates the rehabilita-
tion plan any facility may be used but mainte-
nance payments to the worker from the second-
injury fund will not be paid until he is transferred
to an approved facility. With this incentive, most
insurers request a list of approved facilities and
usually transfer workers willingly when they learn
of the arrangement. Approvals for facilities are
updated periodically.

In 1971, between 1 and 3 percent of Missouri’'s
claimants received medical rehabilitation benefits.
Table 11.2 compares the extent to which workmen’s
compensation claimants receive rehabilitation in
several jurisdictions. Except for the problem of
definition, noted earlier, the statistics are uniform.

Table 11.2— PERCENTAGES OF WORKMEN'S COMPENSATION CLAIMANTS WHO
RECEIVED MEDICAL REHABILITATION, 1971

Percentage of Percentage of

Workmen's claimants Workmen's claimants
compensation receivin compensation receiving
jurisdictions i medical jurisdictions * medical

rehabilitation rehabilitation
District of Columbia.. (23) NEW JErsey.....oo oo >
3.2 3-5
Massachusetts... 1-3 North Dakota 35
Michigan............ *1.0 Ohio >)
1-3 81-3
Montana...........cccoee. 3-5

i Includes only jurisdictions distinguishing between medical care and medical
rehabilitation.

1 No data.

3 Medical rehabilitation program began in 1971.

* Percentage computed from a report of 765 cases in 1971. The total number of
claimants is estimated as 71,800 in the annual report.

* No response.

8 Percentage is based on the numbers receiving treatment in the Workmen’s Com-
pensation Rehabilitation Center in Seattle.

Source: Workmen's Compensation Agency rehabilitation questionnaire, 1972.

496-632 0 - 73-11
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New York and Florida report no greater percent-
ages of claimants receiving medical rehabilitation
than in States with less elaborate programs.

Rehabilitation Facilities

In relatively few cases are rehabilitation services
provided through facilities owned and operated by
insurers. Usually workers are sent to whatever
facilities are available. The facility may simply be
a physician’s office, a general hospital, a special
rehabilitation unit in a general hospital, a special
clinic, or a free standing rehabilitation center.
The number of workers sent to public facilities is
not known.

Financial arrangements vary, too. Presumably
where the insurer directs its own rehabilitation
efforts, the insurer pays most of the costs of med-
ical rehabilitation. Where the workmen’s compen-
sation agency directly or indirectly develops the
rehabilitation programs of claimants, the extent
of the financial burden falling on the public ranges
from O to nearly 100 percent (Table 11.3), accord-
ing to responses from States separating medical
care from medical rehabilitation when they were
asked “What percentage of all medical rehabilita-
tion cases received services financed by govern-
ment?” 5

Table 11.3.—PERCENTAGE OF MEDICAL REHABILITATION CASES WHO RECEIVED
MEDICAL SERVICES FINANCED BY GOVERNMENT, 1972

Percent Percent

Workmen’s receiving Workmen’s receiving
compensation government compensation government
jurisdiction » financed jurisdiction > financed

services services
District of Columbia___ 0 New Jersey......u... c)
20 New York 0
Massachusetts..... « North Dakota. 0
Michigan........ ..... *) (0] 1e IR *>
1- 25 Washington 75-100
Montana........c..e v 0

i Includes only jurisdictions distinguishing between medical care and medical
rehabilitation.

* Few.

8No Data.

8No Response.

Source: Workmen's Compensation Agency rehabilitation questionnaire, 1972.

The State of Washington, with 75/100 percent
of its medical rehabilitation cases receiving pub-
licly financed services, is one of the few jurisdic-
tions that operates special rehabilitation facilities
for workmen’s compensation claimants. All cases
requiring medical rehabilitation are expected to
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use that facility. However, self-insurers in Wash-
ington are permitted as of January, 1972, to pur-
chase medical rehabilitation wherever they find
the services convenient.

Other States with special workmen'’s compensa-
tion rehabilitation centers are Rhode Island and
Oregon. The Donley Center in Providence, Rhode
Island is an outpatient clinic offering a range of
services for physical, psychological, and vocational
needs. In 1968, it reported serving 197 claimants,
in contrast to the Physical Rehabilitation Center
in Portland, Oregon, which reported serving 1000
cases in 1966 and 1967.60regon’s center provides a
dormitory and a wide range of services, although
the emphasis is on medical rehabilitation. The cen-
ter began recently to provide vocational rehabilita-
tion. Special clinics for amputees and back evalua-
tions are part of Oregon’s services.

Whether other jurisdictions should establish
special rehabilitation facilities for injured workers
is a lively issue. Proponents argue that if facilities
were established exclusively for workmen’s com-
pensation, the injured workers would not have to
compete for the limited services available for treat-
ing the handicapped. With their own facilities,
workers would be more likely to receive quality
care when it is most effective without risk of dis-
placing others in need of rehabilitation.

Opponents argue that the quality of the care in
a special unit would be inferior to one serving a
general clientele. For example, they claim, quad-
riplegics and paraplegics need to be around others
with similar disabilities in order to learn how much
they can progress. Except in heavily populated
centers, there are too few amputees under work-
men’s compensation to provide such mutual sup-
port in a special center. As for the less seriously
injured, it is argued that adequate facilities are
available for all and even better than the special
workmen’s compensation facilities which would
move injured workers far from home. Near his
home, where a worker can be treated by practition-
ers who are likely to be familiar with the worker’s
prospective environment, it is claimed rehabilita-
tion can prepare him for his post-injury role in his
family, work, and community.

An appeal to the facts in this issue is futile. Little
is known about the availability of facilities espe-
cially in view of the conflicting concepts of reha-
bilitation and rehabilitation facilities.

A survey of rehabilitation facilities, published
in 1968, provides some indication of how the avail-
ability differs from State to State. Although this
survey does not tell how adequate is the supply
of facilities, it does show a pattern of variation.
(Table 11.4) New York, Illinois, Arizona, and

Table 11.4—DISTRIBUTION OF REHABILITATION FACILITIES! AMONG THE
STATES, 1968

Number of re-  Number of facilities

State habilitation facilities per 100,000
population s
Alabama 5 .015
Alaska >) («)
Arizona 7 .04
Arkansa 3 .016
California 46 .23
Colorado. 6 .027
Connecticut. 12 04
Delaware..... 4 .007
District of Columbia 4 .005
Florida 8 .012
Georgia 9 .02
LU U RO 4 .005
Idaho....... 1 .001
lllinois 30 .27
Indiana 9 .017
lowa 5 .018
Kansas... 3 .013
Kentucky. 3 .009
Louisiana. 10 .027
Maine....... 2 .002
Maryland 9 .023
Massachusetts 19 .033
Michigan....... 13 .015
Minnesota 25 .066
Mississippi *) ")
Missouri 14 .03
Montana (") *)
NEDIASKA. c.vvvoervveririnesisses e sssssennes 3 .02
Nevada 1 .002
New Hampshire........ccoccmerrmeeernnereeneneiienes 4 .66
New Jersey..... 17 .024
New Mexico 4 .039
New York 61 334
North Carolina 4 .008
North Dakota 1 .002
Ohio 31 291
Oklahoma 3 .012
Oregon *) 0)
Pennsylvania 35 297
Rhode Island 3 .003
South Carolina >) 0)
South Dakota 2 .003
Tennessee 4 .01
Texa 18 .16
Utah 1 009
Vermont 1 +002
Virginia 7 .015
Washington....... 5 .015
West Virginia 3 .017
Wisconsin..... 22 .05
Wyoming 2 .0061

1 Does not include units in general hospitals.

>1970 population figures.

> No data.

Sources: 1968 Directory of Rehabilitation Facilities and Statistical Abstract of the
United States, 1971.



Pennsylvania have relatively large numbers of
facilities for their populations. Florida, North
Carolina, and Tennessee have relatively few. We
do not know the capacities of the facilities nor how
heavily they are used. Neither do we know how
many facilities were missed in the survey and
whether the omissions are distributed evenly. The
count does not include rehabilitation units in gen-
eral hospitals.

Evaluation

Adequacy.—It is not practical to judge
whether the 3 percent or so of workmen’s compen-
sation cases receiving medical rehabilitation in
those few States providing such statistics indicates
an adequate outreach. Casual evidence suggests
that significant improvement is possible. A study
of the need for medical rehabilitation in a labor
union population does provide an indication of
how extensive is the need.7By that study’s method,
5.3 percent of the union members and their de-
pendents were found to need special treatment.

The confusing nature of the data in State work-
men’s compensation hampers effective estima-
tion of need for rehabilitation. Neither the severity
of injuries nor the numbers of injuries are recorded
well. Most States do not record the distribution
of time lost as a result of work injuries. The num-
ber of injuries variously classified as temporary
total, permanent partial, and permanent total dis-
abilities do not allow an estimate of the need for
medical rehabilitation. An injury that fits one cate-
gory in one jurisdiction will be classified differ-
ently in another. The classifications are not clearly
related to severity.

A measure of the adequacy of medical rehabili-
tation must rely on what seems to be the likely
results of the design and operations of various
workmen’s compensation systems.

A simple model may show, with certain levels of
financial obligation for insurers and with no arbi-
trary limits on medical expenditure for individual
patients, that insurers who wish to maximize
profits on insurance policies will provide an ade-
guate amount of rehabilitation to insured workers.3
These conditions are not present in State work-
men’s compensation systems. A few States still
have maximums for medical expenditure in work-
men’s compensation cases, although the maximums
are high relative to what needs to be spent in most
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cases (Table 10.1). State laws require that less
than 100 percent of lost wages be replaced by fi-
nancial compensation. These influences and other
factors, such as the possibility of insurers’ reduc-
ing compensation costs through compromise and
release arrangements or through contesting cases,
are expected to reduce the incentives for insurers
to spend money on medical rehabilitation. The sav-
ings that might otherwise be expected to result
from the rehabilitation expenditures do not mate-
rialize in the current system.

Also, claimants do not always cooperate. |If they
choose to disregard insurer attempts to provide
rehabilitation benefits because cash benefits are
greater without the rehabilitation, the insurer can
do little to restore them. Except in Florida, Mary-
land, Michigan, and in the Federal Employees
Compensation Law, compensation benefits cannot
always be reduced by refusal of the claimant to
accept rehabilitation. The question of whether
benefits can be reduced has to be answered case by
case. In 1966, a New York decision ruled that “in
absence of an express statutory provision, a claim-
ant may refuse rehabilitation benefits and still re-
ceive compensation benefits.”

Equity.—It is no easier to judge the equity of
rehabilitation services in workmen’s compensation
than the adequacy. ldeally, one would need to
know the similarity of workmen’s compensation
cases in all jurisdictions. No one does. Nor is it
known how the probability of medical rehabilita-
tion differs from similar cases from State to State.

Casual evidence suggests inequities. The differ-
ent procedures for dispatching workmen'’s compen-
sation benefits in the various jurisdictions open
the way for inequities. Some jurisdictions have
tighter administrative procedures and better in-
formation systems than others. The State of Wash-
ington, for example, sends each injured worker
a form telling of the various benefits, including
medical rehabilitation, that are his. Also the form
lists 16 offices where the worker can ask questions
about his workmen’s compensation rights. Other
information on workmen's compensation is pub-
licized through medical articles in bulletins and
newspaper releases. States like Florida have a pro-
gram to inform the public of the workmen’s com-
pensation program. Others do virtually nothing
to tell the benefits available. They leave that aspect
entirely to employers and insurance companies.5
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Certainty.—If a worker needs rehabilitation
it is not a foregone conclusion that he will receive
all he requires. The discussion on adequacy and
equity of rehabilitation suggests some factors that
affect certainty, but certainty of rehabilitation
care is affected especially by litigation. Litigation
confuses the question of responsibility for rehabili-
tation costs. So long as no one knows who is to pay
the expenses, it becomes costly from each party’s
viewpoint to pay the bills voluntarily. The likeli-
hood is increased that no one pays and rehabilita-
tion treatment is not undergone.

“Many experts feel that litigation constitutes one
of the biggest barriers to a successful rehabilita-
tion program in workmen’'s compensation.” 8
Quotes like this are easy to find but documenta-
tion is difficult. We are not even sure of the extent
of litigation let alone its effect on rehabilitation.9

Promptness.—Litigation can also affect the
timing of rehabilitation. In the process of filing
complaints, holding conferences, and conducting
hearings, rehabilitation is usually neglected or
ignored. Sometimes, months pass between the filing
of a claim and a pretrial conference. If the con-
troversy is extended, much more precious time
passes before rehabilitation benefits materialize.10

Injured workers who receive early rehabilitation
treatment because they are fortunate enough to be
covered by policies with insurers conscious of the
benefits have no complaints about promptness of
care. But, as indicated, no one knows what portion
of workers needing rehabilitation is served by
these insurance companies. Those workers who are
missed suffer serious delays in treatment, if ever
they receive it. States that aid rehabilitation ef-
forts use different periods for referring cases for
review. In Missouri, all lost-time cases are reviewed
immediately upon notification. In New York, dis-
abled workers can receive compensation for 2
months before their need for rehabilitation is con-
sidered. In Minnesota, the lapsed time can be 6
months. Such delays violate the principle of early
referral for effective treatment.

Economics of Medical Rehabilitation

Decisions about allocating resources are implicit
when the supply is insufficient to the demand. In
the model of a free market, those items costing too
much relative to the benefits yielded are foregone.
In the real world, economists seek to measure social

costs and social benefits as a guide to public ex-
penditures, although decisions to invest or spend
do not necessarily follow their guidance.

Costs are the resources required to produce a
good. Benefits are a measure of the satisfaction
realized from the good. Tire guideline for efficient
allocation of resources is that benefits yielded must
at least equal the costs. If the costs exceed the
benefits then resources should be allocated differ-
ently to maximize satisfaction.

No formal analysis has been conducted to test
the efficiency of current allocation to medical re-
habilitation in workmen’s compensation, except for
a few figures showing the costs of medical rehabili-
tation and the resultant savings to insurer's. A New
York insurer once claimed that by spending
$1,111.50 in rehabilitation one year, pension costs
to injured workers were cut by $8,439.96." An-
other, in a study of the costs and savings in the
care of spinal cord injury in 1965, found that while
costs totalled about $2.5 million, the savings in
medical and indemnity costs were about $9.7 mil-
lion.12 Such statistics often are attacked as con-
jectural. The critics argue that current ways of
measuring savings lack credibility.

VOCATIONAL REHABILITATION
Definition

Vocational rehabilitation prepares the injured
worker for a new occupation or for ways of con-
tinuing in his old one. Usually, vocational reha-
bilitation is assigned when medical treatment
fails to restore the worker to the job he held
when injured. The worker’s injury may be so se-
vere or his work requirements such that residual
impairment prohibits effective performance.
Workers with such impairment must be trained to
surmount or by-pass the residual limitations.
Many will enter new occupations. In practice, the
more effective the medical rehabilitation, the less
the need for vocational rehabilitation.

The definition above of vocational rehabilitation
distinguishes it from medical rehabilitation more
than it should. While the difference in kinds of
treatment seems clear enough, retraining as op-
posed to medical care, the categories overlap. In
the public vocational rehabilitation programs in
each State, services include medical diagnosis and
evaluation, surgery, psychological support, the fit-



ting of prostheses, and other health services along
with education, vocational training, on-the-job
training, and job placement.13

The twp programs blend also on the record. Rec-
ordkeeping by workmen’s compensation insurers
does not separate claimants who receive medical
rehabilitation from those who receive vocational
rehabilitation, although some distinguish between
medical rehabilitation and acute medical care. In
contrast, records kept by workmen’s compensation
agencies usually separate vocational rehabilitation
from other benefits.

The Delivery System

The relatively few injured workers who need vo-
cational rehabilitation are served by several means.
An employer or insurer may channel the worker to
whatever sources he thinks will provide satisfac-
tory service. Some workers are referred to the pub-
lic vocational rehabilitation program where serv-
ices may be financed by taxes, although insurers
may reimburse the public agency. Other insurers
direct workers into private facilities where voca-
tional training is conducted by technical schools or
on the job. For such services, insurers always pay
the costs.

As with medical rehabilitation, some workmen'’s
compensation agencies support vocational rehabil-
itation so that, if the insurer does not direct the
worker into a program, the agency often will. Sev-
eral jurisdictions select candidates either in con-
junction with screening for medical rehabilitation
or separately. Workers with serious injuries,
permanent disabilities, or those who receive ex-
tended compensation payments are reviewed by
the agency for referral to the State’s public voca-
tional rehabilitation agency or to the insurer.

Some workers obtain vocational rehabilitation
through their own efforts. If no one refers them,
they may go directly to the public vocational re-
habilitation office. Since 1920, the Federal Govern-
ment and the States have cooperated financially in
supporting a vocational rehabilitation program, 80
percent Federal and 20 percent State, which can
be utilized by anyone with a vocational handicap.
Rehabilitation counselors, who usually determine
a referral’s acceptability, simply look for a voca-
tional handicap without regard to the source and
consider the possibilities of overcoming the handi-
cap. If the candidate shows relatively good pros-
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pects, a plan is designed for his restoration. For
those who cannot return to a paying job, the ob-
jective of vocational restoration may-be to enable
clients to care for themselves and to free other
members of the family to earn wages.

The worker may be referred also by his physi-
cian, a friend, or a member of his family.

Once a worker is established in a vocational re-
habilitation program, he is aided by whatever
sources the counselors think best fit his needs. Gen-
erally, the sources are not owned and operated by
the vocational rehabilitation agency but are pri-
vate vendors or other public agencies. A worker
may be sent to a private rehabilitation center or
school or workshop such as those run by Goodwill
Industries of America, or he may be enrolled in a
public institution.

Vocational Rehabilitation by Insurance
Companies

The description of insurance company services
in medical rehabilitation, above, applies to voca-
tional rehabilitation as well. The essential differ-
ence is that fewer workers are in need of special
vocational rehabilitation because the majority who
return to their jobs need only medical treatment.

Despite the lack of full data on vocational re-
habilitation benefits provided through insurers, it
is possible to estimate how their vocational reha-
bilitation services are financed and where they are
procured (table 11.5).

Most jurisdictions arrange for taxpayers to fi-
nance much of the costs. In States such as Connecti-
cut, Maryland, and Oregon, insurers pay for voca-
tional rehabilitation even if the plans are managed
through the State Division of Vocational Rehabili-
tation. (State rehabilitation agencies are also
known by such titles as Office of Vocational Reha-
bilitation, Bureau of Vocational Rehabilitation or
Rehabilitation Department. In this chapter Divi-
sion of Vocational Rehabilitation is generally used
or simply DVR.)

Either the charges for each case are billed to the
insurer or paid through a fund established by tax-
ing insurance premiums. These funds can be used
by States as part of their 20 percent share in the
matching grant arrangement with the Federal
Government. In these States, the Federal Govern-
ment shares the cost of vocational rehabilitation
with insurers. Other States have no special financ-
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Table 11.5.-WORKMEN'S COMPENSATION CLA'MANTS IN VOCATIONAL REHA-
BILITATION PROGRAMS FINANCED BY GOVERNMENT, 1971

Jurisdiction Percentage of vocational rehabilitation
recipients

Alabama No data.
Alaska >75.
Arizona 50-75.
Arkansa No data.
California 1-25.
Colorado No data.
Connecticut. None.
Delaware No data.
District of Columbia...........ccoovvvemrrervreerrieireenns >75.
Florida 15.
Georgia No data.
Hawaii >75.
Idaho No response.
lllinois >75.
Indiana . No data.
lowa >75.
Kansas No response.
Kentucky. No data.
Louisiana No response.
Maine 25-50.
Maryland None.
Massachusetts 1-25.
Michigan No data.
Minnesota....... 25-50.
Mississippi No data.
Missouri Do.
Montana >75.
Nebraska >75.
Nevada >75.
New Hampshire........c.coovmcenereinerennenns None.
New Jersey. >75.
New Mexico No response.
NEW YOTK.ooouuerveerenrireeenisersssssesisesesssssssnenns >75.
North Carolina 1-25.
NOIh DAKOta.....ovvveeevvisseeerissessesseesisessssienens 1-25.
Ohio. No response.
Oklahoma No data.
[0 (=T o] o OO None.
Pennsylvania No data.
Puerto Rico. No response.
Rhode Island Do.
South Carolina >75.
South Dakota No data.
Tennessee Do.
Texas No response.
Utah No data.
Vermont >75.
Virginia .. No data.
Washington >75.
West Virginia >75.
WISCONSIN. c.covvverriircnrisesreiseee e sssieenes No data.
Wyoming 100.
Federal employees Compensation Act......... >75.
Longshoremen's ACt..........ccc.ereerereresnneenns >75.
Guam >75.

Source: Workmen's Compensation Agency rehabilitation questionnaire, 1972.

ing arrangements for vocational rehabilitation of
injured workers. Expenses for workers are handled
no differently than those of other clients. Most of
the costs are paid from the DVR budget. In in-
stances where insurers have tried to pay vocational
rehabilitation costs, they were informed there was
no mechanism for reimbursements, (cf. Nebraska.)

A third group of States have financing arrange-
ments where insurers and DVRs share the costs.
The expenses for evaluation, diagnosis, counsel-
ing, and follow-up are usually paid by the DVR.
The training costs are paid by the insurer.

There is little reason to suspect that taxes on pre-
miums are higher in States where the DVR pays
most of the costs, because the bulk of the financing
(80 percent) is done by the Federal Government.
The Federal Government cannot force a State to
adjust its taxing procedures to make insurers pay
indirectly.

Statistics from the Federal-State vocational re-
habilitation program are frequently used to sup-
port a contention that too few injured workers re-
ceive vocational rehabilitation. For example, in
1969, only 1 percent of the rehabilitants in the na-
tional vocational rehabilitation program had been
referred through workmen’s compensation and
only 1.4 percent reported that they depended on
workmen'’s compensation as their primary source
of support.¥4

Many insurers claim they finance vocational re-
habilitation programs for workers not reflected
in these statistics. The results of a study conducted
in California during 1970, in part to test this claim,
support the insurers’ contention. Of 3,685 rehabili-
tation cases studied, where 1,395 were involved in
training programs, only 530 utilized the services of
the California DVR.

Apparently insurers have found ways of han-
dling vocational rehabilitation more to their liking.
They deal directly with institutions which offer
training or they work directly with employers to
establish on-the-job training. In this way the in-
surers control the vocational rehabilitation pro-
grams rather than permit counselors in the DVR
to manage them. In some instances, insurers claim
they have no choice but to design their own plan
because the DVR will not accept some referrals
from insurers (see below).

Vocational Rehabilitation Through Agencies

As in medical rehabilitation, insurance compa-
nies arrange for vocational rehabilitation both with
and without participation by workmen’s compen-
sation agencies. In some States, the agency leaves
the decision on vocational rehabilitation entirely
to the insurers and claimants. Other agencies have
screening procedures. California and Minnesota



aim primarily at the vocational needs of injured
workers.

California’s program.—Section 139.5 of the
California Labor Code authorizes a voluntary ar-
rangement for employers and insurers to sponsor
rehabilitation. A rehabilitation unit within the Di-
vision of Industrial Accidents encourages parties
in workmen’s compensation cases to engage in vo-
cational plans with the State Department of
Rehabilitation. Although employers or insurers
must initiate the action, the rehabilitation unit will
provide advice on plans. Should the worker object
to vocational rehabilitation, the unit will encour-
age his participation.

Neither party is obliged to proceed, however.
Should either refuse, the action stops. Presumably,
a refusal comes with full knowledge of the benefits
and costs of vocational rehabilitation. The unit’'s
primary function is to provide this essential infor-
mation.

The Department of Rehabilitation in California
also has a Referral Unit to encourage vocational
rehabilitation of injured workers. It, too, is pri-
marily an information device. The unit screens
physicians’ first reports of work injury and perma-
nent disability rating forms to find candidates for
vocational rehabilitation. These are told of the re-
habilitation department's services. If interested,
the worker is told where to reach a rehabilitation
counselor so that a program can be set in motion
promptly. In fiscal 1971, this unit referred 4 per-
cent of the clients with reported job-incurred dis-
ability to the Department of Rehabilitation.’5

Minnesota’s program.—In Minnesota, the
workmen’s compensation agency advises insurers
to give it notice whenever a claimant is thought
unable to return to the job held when injured or
whenever the time lost totals 26 weeks. Disabilities
reported are assigned to a DVR counselor who
sends a letter to each worker asking whether he
is interested in vocational rehabilitation. If inter-
ested, he is referred to the Director of DVR for
evaluation and programming. It is the worker’s
responsibility to approach the DVR.

Use of the DVR.—One of the conditions a
State is supposed to meet to participate in the Fed-
eral-State sharing arrangement for funding the
public vocational rehablitation program is enact-
ment of a written agreement for cooperation be-
tween its workmen’'s compensation agency and
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DVR.16 Although this provision apparently is
loosely enforced, most States have complied.I7 In
some States the agreement has grown into a formal
arrangement such as those described for California
and Minnesota. New York’s R program, described
above, is another example. In addition to screening
referrals to medical rehabilitation, the R form is
also used to find referrals to the DVR.

New York, North Carolina, Alaska, and Georgia
are among other States which have a procedure
to select injured workers for referral to DVR.

A 1971 estimate of the percentages of workmen’s
compensation claimants receiving vocational re-
habilitation benefits (table 11.6) finds that most
frequently less than 1 percent of a jurisdictions’
claimants receive vocational rehabilitation. A num-
ber of jurisdictions, however, indicate that 1 to 3
percent of their injured workers receive vocational
rehabilitation. The extent to which the State DVRs
are engaged in vocational rehabilitation programs
for these workers is not known, although all States
except Florida, Nebraska, New Hampshire, and
North Dakota indicate that their DVRs supervise
at least some workmen’s compensation cases.

A crude comparison in table 11.6 matches avail-
able figures on workmen's compensation referrals
by the State agencies and the numbers of DVR
rehabilitants claiming workmen’s compensation as
their main source of support. Since the data in-
clude only rehabilitants, those successfully com-
pleting a DVR plan, workmen’s compensation
utilization of the public program can be higher
than indicated. Also, a compensation claimant does
not have to be referred by the agency, employer,
or insurer to use DVR services. Workmen’s com-
pensation utilization of DVR, estimated by source
of referral or source of support, is surely too low.
In Minnesota, 9.1 percent of DVR clients in 1970
were workmen'’s compensation claimants, although
only 1 percent of rehabilitants were referred by
workmen’s compensation and 2.5 percent claimed
workmen’s compensation as their main source of
support, according to unpublished data for 1968
from the Rehabilitation Services Administration.17

Observers of the relationships between work-
men’s compensation and the DVR in some States
have sometimes noted a surprising lack of coop-
eration. Workmen'’s compensation seems to fail to
use the DVR or the DVR seems uninterested in
injured workers. According to a 1964 study, the



172

Table 11.6.— PERCENTAGE AND NUMBER OE WORKMEN’S COMPENSATION
CLAIMANTS IN VOCATIONAL REHABILITATION

Number of referrals to Eederal-
State vocational rehabilita-
tion program by workmen's

compensation
Percent of .
Workmen's claimants Numbers Estimates
compensation receiving receiving . based on
jurisdiction vocational vocational Estimates reports of
rehabilitation* rehabilitation*  based on workmen's
referrals by ~ compensation
workmen's as main
compensation source of
support
@ @) ®) (4)
Alaska 2576 P) p>
Arizona... P) P) p>
Connecticu 214-641 1 20
Florida........ 323970 143 167
Hawaii L 88 6 21
lowa .. 3t05 267-445 9 44
Kentucky..........ccooooiees . 1to3 « P) p>
Maine 60-179 4 10
Maryland.... 1,126-1,608 P) p)
Montana. ) P) p)
Nebraska.... L 47 P) p)
New Hampshire. 1t03 p> P) P)
New Jersey. . 5t07 2,709-3, 793 519 213
New York . 1to3 1,160-3,480 3u7 412
North Carolina PR RS 173 P) p>
North Dakota L-1 29 P) p>
Oregon..... L-1 227 P) p>
Puerto Rico. P) P) p>
Rhode Island 164-273 P) p>
South Carolin . 3t05 216-360 13 30
Virginia 310 5. 407-678 72 45
Washington i p> 97 218
West Virginia. 127 P) P)
Wisconsin... (0 51 128
Wyoming..... 15 3 15
Federal Employees P> P) P)
Compensation Act.
Longshoremen's ACt... - i oo P) P) P)
[CTVE:Ty O P) P>

>Estimated by multiplying data in column (1) by reported claims for either year
1968, 1969, or 1970.

1 No data.

>—1 Indicates less than 1 percent.

Sources: Workmen’s Compensation Agency questionnaire, 1972; NCIC, 1971; RSA-
HEW, 1969.

likelihood of referrals from workmen's compensa-
tion being accepted into the rehabilitation program
was found to be among the lowest of referrals
sources checked.181In rating by acceptance for each
referral source (table 11.7), workmen’s compen-
sation ranks next to last.

Seasons for this relatively poor showing are not
clear. One suggestion is that often a State’s DVR
will concentrate on particular types of disabilities.
If these do not happen to be the kinds found in
workmen’s compensation, then referrals from
workmen's compensation find acceptance difficult.
During recent years, the Federal Government has
encouraged States, through attractive funding ar-

Table 11.7—RATE OF ACCEPTANCE INTO NATIONAL PUBLIC VOCATIONAL
REHABILITATION PROGRAM BY SOURCE OF REFERRAL, 1964

Referred Accepted
Source of referral« Number
Number  Percent

Artificial appliance companies 1,007 835 83
Physicians - 8,399 6,218 74
HOSPILALS......oooooovv s 11,222 7,588 68
Educational inStitutions............. «ecceevreereinenenns 9,233 5,957 65

7, 509 4, 590 61
Another individual [P 6’559 3,938 60
Health institutions other than hospitals. 4,830 2,806 58
Other Sources 2,137 52
U.S. employment service. 5,337 2,696 51
Welfare agencies 13,275 5,903 44
Unknown 154 62 40
Workmen's compensation 2,821 936 33
OASDHI [ 10,230 1,780 17

1Ranked in descending order.
1By telescoped RSA code.

Source: Dishart, October 1964.

rangements, to expand services to the mentally re-
tarded, emotionally ill, and culturally disadvan-
taged. These preferences seldom favor disabled
workers.

Evaluation

Adequacy.—A 1961 California study deter-
mined that only 0.6 percent of the industrially
injured in that State need vocational rehabilitation
services.9 Even with this surprising figure, the
study found that services were inadequate. In 1959-
60,1,026 injured California workers required voca-
tional rehabilitation but only 313 were cared for.
Similarly, a New York City area study found that
16 to 33 percent of seriously injured workers could
benefit from vocational rehabilitation but that only
10 percent received the services.20

A contrary conclusion is suggested by an updat-
ing and expansion of California’s 0.6 percent and
a comparison with replies to our 1972 question-
naire. The 0.6 percent is applied to current work-
loss data in several States (table 11.8). These
figures are rather crude. The actual figures on the
need for vocational rehabilitation are probably
higher than these estimates.3 Even with this cau-
tion, the figures on need in several jurisdictions
are in reasonable range of the numbers estimated
(table 11.6)) to receive vocational rehabilitation.

The discussion above on the adequacy of medical
rehabilitation suggests reason why those receiving
medical rehabilitation may be less than the number



Table 11.8.— ESTIMATES' OF NEED FOR VOCATIONAL REHABILITATION BY WORK-
MEN’S COMPENSATION CLAIMANTS, 1972

Number of claimants needing vocational
rehabilitation

Derived by 0.62 Derived by 0.79

percent X" total percent X" total

number of work-  number of work-
loss cases loss cases

Workmen's compensation jurisdiction s

Alabama.. 98 125
20 26

Arkansas.. 105 133
California......ccooeeene 1,301 1,658
Connecticut__.... 174 221
Delaware..........cccc...... 18 23
District of Columbia. 36 46
Florida. ..o . 357 455
Georgia.. 151 193
Hawaii.. 66 84
Idaho.... 50 63
Illinois.. 531 676
98 125

Louisiana. 183 234
Maine... 66 84
Maryland.. 131 166
Massachusetts.. 422 538
Mississipp 74 94
Missouri 114 145
Nebraska. 51 66
Nevada..... 51 65
New Jersey... 599 763
New Mexico 39 50
New York. 1,282 1,636
North Carolina.. 191 243
North Dakota. 28 35
Oregon 185 235
Rhode Island 44 57
South Carolina.......... 80 101
12 15

654 834

25 31

23 29

Virginia 150 191
West Virginia 140 179
Wyoming... 12 15
Guam......... 2 2

> Based on California demand study and New York State experience.
JInformation not available for jurisdictions omitted.

Sources: NCIC, 1971; California State Department of Education, 1961; New York
Workmen's Compensation Board, 1970.

in need. The same reasoning applies to the inade-
guacy of vocational rehabilitation. The tentative
conclusion is that vocational rehabilitation in
workmen'’s compensation is inadequate.

Promptness.—A recent review of Minnesota's
DVR handling of workmen’s compensation cases
found that, for 94 percent of the cases, at least 4
months passed between the date of the worker’s ac-
cident and the date of referral to the DVR. At
least a year passed before referral was made for 39
percent. For 13 percent, the wait was more than
2 years.I7
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Referrals for vocational rehabilitation do not
guarantee an immediate course of restoration. Al-
though referral may be prompt, months may pass
before services begin. In the Federal-State pro-
gram, the average time between referral and re-
medial action in 1969 was 4 months. Some States
reported average lags as high as 6 months and as
low as 1 month.14

Delays can result from instituional schedules
and the timing of referrals. If a claimant is re-
ferred after a training course has begun or well in
advance of the beginning of such a course, he must
wait for a course to begin. A delay will result also
if acourse about to begin is overlooked.

Sometimes a counselor with a heavy caseload
cannot give the claimant immediate attention.
Counselors are responsible for arranging plans,
enrolling clients in programs, seeing that clients
attend courses, and helping clients find jobs when
vocational rehabilitation is finished.

A California study in 1970 found that the time
between injury and the beginning of vocational re-
habilitation program, whether by an insurer or
DVR, was at least.2 years for 40.5 percent of the
3,635 workers in training. The wait for 18.3 per-
cent was at least 3 years. A few, 2.7 percent, waited
5 years.55

Such data suggest that, in workmen’s compen-
sation insurance, vocational rehabilitation is the
last effort to restore an injured worker to a job.
Apparently, the hope is that medical treatment
alone will be sufficient. With this policy, enough
time must pass before the need for vocational re-
habilitation becomes known or before a disability
has stabilized enough for vocational rehabilita-
tion to begin. Since, however, California broadly
defines vocational rehabilitation to include aspects
of medical rehabilitation, which most experts say
should begin early, all of the delay cannot be ex-
cused on such grounds.

Workers sometimes hesitate to begin vocational
rehabilitation, generally because they do not wish
to change occupations. Many are falsely optimistic
about returning to their old jobs. Only when they
confront the reality do they appreciate that if they
are to work again, they must learn new skills.
Others, after a trial period, having found they
could not perform satisfactorily at their familiar
duties, begin delayed vocational rehabilitation.
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Economics of Vocational Rehabilitation

A number of attempts have been made to cal-
culate benefits and costs of vocational rehabilita-
tion to see if society is efficiently allocating re-
sources to these services.421-:26 Where the benefits
exceed the costs, the implication is that resources
allocated to vocational rehabilitation were well
spent and that spending should continue at least
equal to the past rate or even faster in the future.
This implication is not entirely correct. Because
studies must rely on previously generated data, the
current situation may not be represented. Further-
more, all analyses use average costs and average
benefits, whereas decisions on expanding a program
depend on marginal factors.

The costs and the benefits measured depend on
the approach. The decision to spend on rehabilita-
tion can be viewed from society’s position or from
the positions of private individuals, taxpayers, em-
ployers, or insurance carriers. Each will see differ-
ent costs and different benefits. Since many of the
costs are publicly financed, private individuals will
not include some costs of the program in their cal-
culations. On the other hand, private individu-
als, notably the worker and his family, make sac-
rifices that are seldom considered as a cost of
rehabilitation.

Analyses generally calculate the monetary costs,
including the evaluation and diagnosis of a dis-
ability, counseling and guidance, costs of medical
care, training or education, the expense of equip-
ment and tools, administrative costs, placement
costs, and followup. Some analyses have included
the earnings a worker had to forego to remain in a
rehabilitation program and the additional living
costs such as transportation and lodging incurred
during rehabilitation.

The benefits usually are calculated as the effect
that rehabilitation is presumed to have on the dis-
abled person’s earnings. Generally, investigators
necessarily use earnings figures recorded at accept-
ance into a vocational rehabilitation program and
the figures recorded at closure. This difference is
presumed to be the result of vocational rehabilita-
tion. The weaknesses of this approach are thor-
oughly discussed by Conley.2L Some important
benefits from rehabilitation cannot be measured in
dollars: no account is made of the pleasure of re-

covering self-sufficiency which accrues to the re-
stored person and family.

As the cost-benefit studies cited usfi different data
sources and estimating techniques, it is not sur-
prising that they produce different results. Even
so, benefits exceed costs in all but one calculation.
Dr. Ronald Conley’s investigations of the national
program find benefit-cost ratios of 3.30 to 1 and
17 to 1.212 Other studies yield ratios as low as
7.56to 1and highas70to |.B32%5

Only an Ontario study deals with the benefits
and costs of rehabilitation specific to workmen'’s
compensation claimants. This study computes the
net benefits (benefits minus costs) of rehabilitation
to workers in the Ontario workmen’s compensation
program. After disabled workers are grouped in
different categories by disability type, net benefits
are computed for each group. The results show
that rehabilitation of the average workmen'’s com-
pensation case in Ontario in 1967-68 produced net
benefits of $15,200 over the expected working
life. The only workers whose costs outweighed
benefits were in the category suffering 10 to 30 per-
cent permanent disability to the eyes. The average
for that group was a net benefit of minus $2,200.

According to the benefit-cost studies, the alloca-
tion of resources to vocational rehabilitation is effi-
cient both for society and the disabled individual.
Why then are some workers hesitant to engage in
vocational rehabilitation? Perhaps workers are
not aware of the gains to be realized through voca-
tional rehabilitation or perhaps important private
costs have been omitted from the calculations. Pri-
vate benefits may be over-estimated. Another possi-
bility is that studies based on averages can not
match the particular costs and benefits of individ-
ual workers.

Maintenance Benefits

Whatever the reason, both workmen’s compensa-
tion and the Federal-State vocational rehabilita-
tion program have provided monetary incentives
to encourage vocational rehabilitation, such as
maintenance benefits for workers in rehabilitation
plans.

All State DV R’'s arrange for small weekly allot-
ments to be paid clients in financial need. Indiana
pays as much as $20 or $30 a week, depending on
the severity of the injury. New Jersey pays about
the same amount. Counselors rely on an informal



financial check to determine whether a client needs
the aid.

Some jurisdictions rely on DVR’s to provide
maintenance allowances. Others arrange for main-
tenance within the workmen’s compensation sys-
tem (table 11.9).

Table 11.9.— MAINTENANCE BENEFITS FOR WORKMEN’S COMPENSATION CLAIM-
ANTS IN VOCATIONAL REHABILITATION

Does w.c. order
Workmen's compen-  additional compen-
sation jurisdiction» sation paid to
claimant in VR
programs?2

Maintenance maximum indicated in
workmen's compensation law

Alaska... .. Yes, . $100 per month to $5,000, then 50

percent TT award.

Arizona.....

Arkansas.. . 40 weeks.
California..... . $52.50 per week.
Connecticut......... ... . . $40 per week.

District of Columbia.. .

lowa . Yes. . $20 per week for 13 weeks.3
Kentucky_ . Yes . 50 percent TT award for 36 weeks.*
Maine
Maryland .
Massachusetts o YeS i s
Minnesota.... . Yes . 104 weeks.
Mississippi... Yes.
Yes.
Montana.........ccoceeen. o YES s
Nebraska..........

. 72 weeks.

Puerto Rico.. $45 per week for 26 weeks.

Utah.............. . Life-time pension if determined non-
rehabilitative.

Virginia.........

Washington..

West Virginia. .

Wisconsin..... . $73 per week.

... $100 per month.
. $25 per week.
. $10 per week.

Federal employees... .
Longshoremen .
[CTVE=1 1) .

1 Information not available for Alabama, Colorado, Delaware, Georgia, Idaho, Indiana,
Kansas, Louisiana, and New Jersey.

2 Additional compensation not ordered in Florida, lllinois, Michigan, Nevada, New
Mexico, North Carolina, Oklahoma, Pennsylvania, Rhode Island, South Carolina, South
Dakota, Tennessee, Texas, and Vermont.

3 Additional 13 weeks possible in selected cases.

* Additional 36 weeks possible in selected cases.

5Additional 20 weeks possible in selected cases.

1 $15 per week possible in selected cases.

Sources: Workmen’sCompensation Agency rehabilitation questionnaire, 1972 Cham-
ber of Commerce, 1971.

The amounts included in maintenance allow-
ances are not certain but some laws indicate maxi-
mum allowances (table 11.9). In four jurisdictions,
Florida, Maryland, Michigan, and the Federal
Employees Compensation Act, compensation pay-
ments can be reduced if a claimant refuses to en-
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gage in an approved rehabilitation plan, even as in
medical rehabilitation, discussed earlier.

Although there are no hard data on the effect of
maintenance provisions or the threat of reducing
compensation benefits because of refusal to coop-
erate in rehabilitation, the consensus appears to
be that both increase worker willingness to enter
such programs.

Reemployment of Disabled Workers

Despite efforts to determine how difficult it is for
the disabled to find jobs or to return to old jobs,
not much is known yet about the obstacles to reem-
ployment. A study of seriously disabled workers
in the New York metropolitan area found that 86
percent of those surveyed were employed, although
few had experienced formal rehabilitation.20 An-
other study found that 40 percent of workmen’s
compensation cases, surveyed 13 to 21 months after
a settlement of their claims, were without work.27
A third study, a follow-up of Michigan rehabili-
tants of DVR 2 years after closure, found 87 per-
cent of workmen’s compensation cases employed. 24
Since the usual employment rates for the labor
force range around 94 to 96 percent, these data
suggest the degree of difficulty for disabled persons
seeking reemployment.

Most attempts to explain the difficulties of re-
employment for the disabled have been directed
at employers’ attitudes. In the nature of such re-
search, attitudes are found to be confused and
sometimes contradictory. During the 1971
IATABC meetings in Boston, Burke L. Dailey,
Director of Administrative Services in Michigan’s
Department of Rehabilitation, claimed the most
prevalent reason for employers’ not hiring the
handicapped is the additional workmen’s compen-
sation costs these employees incur.8Although com-
ments from other authorities agree, a recent survey
reported by C. A. Williams suggests employment
problems for the disabled are not that simple.17Of
98 Minnesota employers surveyed, 52 percent con-
sidered workmen’s compensation an extra cost
when hiring a person with a back ailment. Only
33.7 percent considered compensation an extra cost
when hiring a person with epilepsy.

The results of a 1959 survey make the costs of
workmen’s compensation seem even less important.
When asked if workmen’s compensation costs pre-
vent them from hiring a disabled person, 32 percent
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of the employers answered yes. Late in the inter-
view, when asked if changes of any kind in work-
men’s compensation would increase the probability
of their hiring the disabled, most of this 32 percent
answered no. If workmen’s compensation costs are
a true barrier against the hiring of the disabled,
a change in workmen’s compensation would pre-
sumably increase their employment chances.

Those analyzing the survey results conclude that
probably less than 10 percent of the employers had
given any serious consideration to statutory dis-
ability costs when deciding whether to hire a dis-
abled person.® Perhaps employers do not care to
admit, even to themselves, why they do not hire
handicapped people.

On the other hand, some disabled probably hin-
der their own reemployment prospects. They
refuse to take a cut in wages or work on a part-
time basis. Or they do not wish to jeopardize their
workmen’s compensation benefits. Also, the dis-
incentives for workers to take vocational rehabili-
tation apply here. | f workers are unwilling to learn
new occupations or otherwise prepare themselves
for reemployment, they hurt their own chances.

Subsequent-injury funds.33—Workmen’s com-
pensation has tried to relieve reemployment ob-
stacles for disabled workers by establishing sub-
sequent-injury funds (second-injury funds) in
most jurisdictions. A second-injury fund insures
that an employer who hires a handicapped worker
will not, in the event such a worker suffers a sub-
sequent injury on the job, be responsible for an
impairment or disability other than that linked
to current employment. The employer pays only
the benefits due for the last injury. At the same
time, the employee is protected by the fund which
pays the difference between what he actually re-
ceives from the employer and what he would have
received for the full degree of his impairment or
disability.

By removing an employer's fear of excessive
compensation charges, second-injury funds are in-
tended to enhance employment opportunities for
disabled workers. By paying the worker full bene-
fits, they free him from the humiliation of seeking
charity.

Subsequent-injury funds or equivalent ar-
rangements have been established in 46 States, the
District of Columbia, Puerto Rico, and under the
Longshoremen’s Act. The only States still lacking

such legislation are Georgia, Louisiana, Nevada,
and Virginia.

The subsequent-injury principle requires an al-
location of the charges to the employer or insurer,
on the one hand, and the special fund, on the other.
The most common rule, as noted, is that the em-
ployer or his insurer pays for the disability caused
by the second-injury and the special fund makes
up the difference. There are, however, some excep-
tions to this policy, both from State to State and
for particular types of cases within any one State.
In Massachusetts, the employer is charged for one-
half the amount due for permanent disability or
death and for the full amount due for scheduled
injuries; the special fund pays the other 50 percent
due for the permanent disability or death.

New York divides the costs on a benefit-week
basis rather than by a numerical proportion related
to the size of the benefit. Whatever award is made
in a special fund case results in the employer being
reimbursed from the fund for all cash benefits and
medical payments after the first 104 weeks (260
for dust diseases). This rule, like that of Massachu-
setts, has the advantage of eliminating controversy
over the proportionate sharing in individual cases
and of expediting the other determinations needed
to assure that the employee or his beneficiaries
receive payments.

The New York plan appears to be gaining in
favor because of increasing awamess of the diffi-
culty, if not the impossibility in certain cases, of
determining the proportion of disability caused by
the preexisting impairment.

Coverage provisions of the funds.—Among
the several important features of subsequent-in-
jury-fund laws, none is more significant than the
coverage provision. As used here, “broad cover-
age” refers strictly to coverage of prior impair-
ments without regard to their type or cause. Some
of the funds offering broad coverage in this sense
have serious limitations of their own; e.g., they
may require that the combination of the subsequent
injury and the prior permanent condition must
cause permanent and total disability, or that the
previous impairment must have been registered
with the State’s workmen’s compensation agency,
or that there is no provision for reimbursement of
medical losses. These limitations are discussed
below. The laws of 22 jurisdictions cover all types
of pre-existing permanent impairments, regard-



less of type or cause: these are classed as having
broad coverage. These jurisdictions are: Alaska,
Arizona, California, Connecticut, Delaware, Dis-
trict of Columbia, Florida, Hawaii, ldaho, Maine,
Maryland, Minnesota, Missouri, Nebraska, New
York, North Dakota, Oregon, Puerto Rico, Utah,
Washington, West Virginia, and Wisconsin.

Many of the laws, on the other hand, limit cov-
erage of a pre-existing disability to loss or loss of
use of a hand, arm, foot, leg, or eye. Others extend
coverage to certain additional specified impair-
ments, but not to all.

In Massachusetts, North Carolina, and South
Carolina, the basic subsequent-injury fund is lim-
ited to cases involving the loss of a member or of an
eye but broader covererage is provided for dis-
abled veterans.

If a law covers only the “loss, or the loss of use,
of a hand, arm, foot, leg, or eye,” it will fail to
protect the majority of handicapped workers or
their employers. Only a small percentage of all
permanent disabilities consist of amputations or
serious eye impairments.

The current trend toward broad coverage for
subsequent-injury funds reflects growing recog-
nition of the importance of encouraging employ-
ment of handicapped workers. If the laws are to
cover not only traumatic injuries caused by ac-
cident but also occupational disease, they must be
unrestricted as to the type or cause of preexisting
disability.

In most States having narrow coverage for pre-
vious disability, coverage of the subsequent injury
also is restricted, usually to the loss of another
member or eye. A few of the States which substan-
tially limit coverage of prior disability to ampu-
tations and sight losses cover any type of
subsequent disability.

Most States limit their subsequent-injury fund
provisions to cases in which the covered first and
second impairments have a specified combined ef-
fect. About 30 States limit the application to the
fund to injuries which in combination produce
permanent total disability. In some cases a par-
ticular type of injury or combination of injuries,
eyes, are presumed to constitute permanent total
such as the loss of two arms, hands, legs, feet, or
about half of the States having so-called broad
disability. This sort of limitation, found even in
coverage provisions, greatly reduces the effective-

177

ness of the subsequent injury fund law. It is esti-
mated that less than one-tenth of 1 percent of all
occupational accidents result in permanent total
disability.

The other States with subsequent-injury laws
are divided between those which in various ways
modify the requirement of permanent total dis-
ability as the combined effect (California, Ohio,
and Wisconsin) and those which adopt, as a sub-
stitute, a rule that the degree of impairment caused
by both the first and second injury must be greater
than the impairment which would have resulted
from the second injury considered by itself, namely
Alaska, Connecticut, Florida, Kentucky, Mary-
land, Minnesota, Missouri, Nebraska, New Mexico,
New York, North Dakota. Oklahoma, and Utah.

Methods of financing the funds.—Most States
provide that the fund shall be maintained by an
assessment or tax upon employers or insurers. Two
States (California and Pennsylvania) finance
their funds entirely with State appropriations.
Two others (Kansas and Wyoming) divide the
cost between employers and the State.

Some States place the support of their funds
upon employers alone with what might be called
fixed amount assessments. To illustrate, they fi-
nance their funds entirely or in part by assess-
ments against employers of accidentally-killed
workers with no dependent survivors. In some in-
stances they combine this method with employer
payments in certain permanent partial disability
cases or with annual assessments against insurance
carriers. A few States, on the other hand, finance
the special funds either entirely or in part by re-
quiring employer payments in all death cases. Gen-
erally, the amount to be paid into the fund in no-
dependency death cases is a flat sum ranging from
$100 in lowa to $17,640 in Texas. On the other
hand, Wisconsin relies entirely on a flat assess-
ment of $1,500 in each case of loss or total impair-
ment of a hand, arm, foot, leg, or eye.

Another plan of employer-financing assesses a
percentage of the total compensation awards paid
during the preceding year. A variation of this is
an assessment measured as a percentage of pre-
miums paid to insurance companies or the premi-
ums that hypothetically would have been required
of self-insurers. This method appears to be gain-
ing approval.
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Alabama..........ccoc......
Alaska..
Arizona.
Arkansas.
California.
Colorado...
Connecticut*
Delaware.... .
District of Columbia.
Florida..

Illinois..
Indiana.

Kentucky.
Louisiana.
Maine...
Maryland. .
Massachusetts s
Michigan..........ccoec....
Minnesota....
Mississippi..
Missouri.......
Montana...
Nebraska.

New Hampshire___
New Jersey.
New Mexico
New York....
North Carolina

Oklahoma....
Oregonu..
Pennsylvania..

Rhode Island..
South Carolina.
South Dakota..

Vermont?
Virginia....
Virgin Islands.
Washington.
West Virginia..

1 California: Fund is supported by a State appropriation and unexpended balances
revert to general fund at end of fiscal year.

> Not reported.

« Connecticut: Fund covers cost of living payments, concurrent employment, waiver,
no insurance, and previous disability cases.

<No data.
» No fund.

+ Hawaii: Fund is labeled a special compensation fund and is not exclusively used

for 2d injuries.
' Approximate.

Table 11.10.—BALANCE AND ACTIVITY OF 20-INJURY FUNDS

Cash balance
un

5172,447
149,613
29,599
56,425

o

)
1)

*

67,634

1,342, 483
<)
36,411
6,650
181,962
126, 519
56, 559
0
567,627
9
36, 735
820, Q00
120, 969
3,335,443
97, 976
29, 766
100, 000
5,128
29, 627
)
, 70, 582
1.187, 438

(9
6,370,642
71,238

)
112,245

392,600
122

155,391
45,268

4,300
25, 517

()

6,000,000
924,345
102,822

Activity during last fiscal year

2d-injury Employer/carrier ~ Other payments ~ Number of claim-  Number of new
benefits paid payment into into fund ants receiving claims filed
from fund fund benefits
58,242 513,500 57,320 3 i
69, 744 134,795 11,223 63 25
346, 523 1,037,188 263, 248 605 217
6, 799 3,000 . 4 1
1,636, 207 0 (m) 256 462
(9
739, 402 589,538 <> « w
16, 050 49,227 . n 6
1, 516, 092 1,156,410 28,142 366 453
371,417 257, 547 (*o>
5,828 9,212 6 0
135, 083 151,909 0 96 9
82, 868 0 0 ‘50 «
1,462 0 3,504 2 2
101, 274 7,500 (%) 20-25
8,135, 561 8,824,148 0 1,204 .
0. 0 0
159, 376 0. © 47
2,555 12,625 0 « 5
2,683, 124 4,270, 267 96, 725 379 78
552, 298 317, 731 537 ©) <)
8,662 5,990 0 5 0
429, 646 300, 000 250,000 196 .
4,631 2,000 1,552 0 0
8,097 17,500 0 9 0
0 0 0 0 0
2,803,899 2,732,503 41, 247 1,198 74
8, 281, 590 8, 276, 525 342, 351 5,463 1,048
18, 553 1,575 14, 537 7 2
195,181 216,480 216,480 <) («)
24,215 <) 13 1
353,387 426,833 ..o 192 5
1,342 0 0 1 0
............ 1049917244001719
35,288 36,300 e 7 4
53,129 76,186 25,969 82 10
>1,554,074 © 40
3,763,037 2,052,462 0 (<) 105
27,871 86,863 16 5
0 10,074 . 0 0

>Kansas: General assessment.

| Massachusetts: A special fund is provided for veterans.
M Ohio: State collects payments for 2d-injury purposes, which then go into general

fund.

Il Oregon: Law was amended in 1971 to combine two 2d injury funds and change
requirements. No pertinent statistics available at present.
1 Pennsylvania: Fund maintained by State appropriation,

u Vermont: 2d-injury applicable in rare cases only.

« Washington: Amount transferred from 2d-injury fund.



Four States and Puerto Rico support the fund
by allocations from the State workmen’s compen-
sation insurance fund, ordinarily financed by pre-
miums paid by covered employers. The earmark-
ing of monies for special funds in these States, all
of which have, .exclusive insurance funds, may be
either periodic or “as needed”.

The methods of financing which appear most
acceptable are: annual assessments against em-
ployers or their insurers; State appropriations; or
allocations from the State insurance fund, a
method which is appropriate only for exclusive
State insurance funds. Under any system, the ob-
jective is to keep the income geared to actual needs.
The New York system of pro-rating annual assess-
ments against insurers on the basis of actual ex-
penditures is well calculated to keep income and
outgo in balance.

Use of subsequent-injury funds.—The activ-
ity of the State subsequent-injury funds in table
11.10 shows the cash balance, benefits paid, pay-
ments into the fund, number of claimants receiving
benefits, and new claims filed. Since the amount of
money available depends in large measure on the
method of financing, as discussed earlier, the choice
of financing method has a significant effect on
employment of the handicapped.

Inasmuch as less than 1 percent of all job-
connected injuries result in death, comparatively
little income accrues to subsequent-injury funds
supported solely by payments for occupational
deaths. These inadequately financed funds are used
sparingly, either in the 3 broad coverage jurisdic-
tions or in the 12 narrow coverage States.

The reason is readily apparent. Where the finan-
cial basis for the fund is actuarially unsound, as
is likely where no-dependency death payments are
the sole source of support, and the coverage is
broad, the administrators of the fund, seeking to
prevent the fund from insolvency, will tend to
discourage claims and will give the fund little of
the publicity needed for encouraging employment
of the handicapped.

Conclusions.—The qualifications and limita-
tions of the subsequent-injury fund provisions in
most States have materially reduced their effec-
tiveness. They have been much too restricted in
their coverage, as in the majority of States they
apply to cases where the prior disability was the
loss of a member or of an eye. Even where cover-
age of prior disabilities is broad, the fund provi-
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sions of many States are inoperative unless the
combined effect of the prior and the subsequent
disabilities is permanent total disability. The pro-
visions rarely are applicable, inasmuch as few
work injuries cause the loss of a member and only
about one-tenth of 1 percent of all injuries result
in permanent total disability.

Still the role of these special funds, while lim-
ited, is essential. Where they are not used, where
their coverage is too narrow or their financing is
inadequate, either the employee does not get com-
pensated as liberally as may be considered equita-
ble or his employer may have to pay more than
he should.

In contrast, where there is a special fund pro-
viding broad coverage for second-injuries, the em-
ployee is more likely to be fully compensated and
the cost is not borne entirely by his present em-
ployer. The effect is to remove some barriers to
employment of the handicapped. Even so, much
depends upon concurrent financing which meets
the cost of the fund in a manner that is both equit-
able and adequate.

Furthermore, to be fully effective, the nature
and purpose of the funds must be carried to em-
ployers by constant and pervasive information
methods.
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