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The employers’ costs of workers’ compensation increased in 2005, but the
rate of increase slackened during the year. In the first quarter of 2005, workers’
compensation costs as a percent of payroll for all non-federal employees were
up 4.1 percent from the first quarter of 2004 (as shown in the figure below). By
the fourth quarter of 2005, costs for these employees were up only 0.9 percent
over the previous 12 months. Another confirmation of the deceleration in work-
ers’ compensation costs is that in each of the six quarters between the first
quarter of 2003 and the second quarter of 2004, employers’ costs for all non-

0 2005... . 3 | federal employees were up at least 7 percent from the corresponding quarter a
year earlier, while in each of the six quarters between the third quarter of 2004
and the fourth quarter of 2005, costs were up less than 7 percent over the previ-

. ous year.

Workers’ Compensation

Benefits: Frequencies The second article by Blum and Burton provides the latest information on

and Amounts in 2001....... 22 | ¢ frequency, average benefits per claim, and total benefits per 100,000 work-
ers for four types of cash benefits, for all cash benefits, and for medical benefits.
The data are for 47 jurisdictions for 2001. The differences among jurisdictions

Information on the are impressive: for example, permanent partial disability benefits per 100,000

Workers’ Compensation workers were more than 150 percent of the national average in Alaska, Califor-

Compendium 2005-06...... 34 | nia, New York, and the Longshore and Harbor Workers program and were less
than 50 percent of the national average in Alabama, Arizona, Arkansas, the Dis-
trict of Columbia, Indiana, South Dakota, Texas, Utah, and Virginia.

Workers' Compensation Costs as Percent of Payroll:
Annual Percentage Rates of Increase - All Non-Federal Employees
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Source: Figure O at page 15 of this issue..
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Workers’ Compensation Costs for Employers 1986 to 2005

by John F. Burton, Jr.

The employers’ costs of worker’ compensation as a
percent of payroll increased in 2005 for the fourth con-
secutive year. However, the rate of increase slowed
markedly for private industry employees and for all non-
federal employees compared to recent years. Only for
state and local government employees did the increase
in workers’ compensation costs accelerate in 2005,
which resulted in costs as a percent of payroll reaching
a record high in the sector.

These findings are based on data from the Bureau
of Labor Statistics (BLS), which recently released infor-
mation on the employers’ costs of workers' compensa-
tion in December 2005. Similar information is available
for private sector employees for each March between
1986 and 2001, as shown in Tables 1 and 2. The ta-
bles also provide information on the employers’ costs of
workers’ compensation for each March between 1991
and 2001 for state and local government employees
and for all non-federal employees.

The BLS has published data on the employers’
costs of workers’ compensation in the private sector,
the state and local government sector, and for all non-
federal employers on a quarterly basis since March
2002, as shown in Tables 3 and 4. These quarterly
data have been used to calculate the annual averages
of workers’ compensation costs for 2002 to 2005 in-
cluded in Tables 3 and 4.

Tables 1 to 4 present information on two measures
of the employers’ costs of workers’ compensation: in

costs per hour worked (which is how the BLS reports
the data) and in costs as a percentage of payroll (which
were calculated for this article). Information on the BLS
survey and the methodology used to prepare the infor-
mation in this article are contained in Appendix A.

ANNUAL DATA

The analysis in this section uses the BLS March
data (from Tables 1 and 2) as the measures of workers’
compensation costs through 2001 since those are the
only data for those years. For 2002-05, the analysis
relies on the annual averages of BLS data (from Tables
3 and 4) as the measure of workers’ compensation
costs for those years.1

Workers’ Compensation Costs As A
Percent of Payroll

For reasons explicated in the concluding section, |
believe the most useful measure of employers’ expen-
ditures on workers’ compensation is workers’ compen-
sation costs as a percent of payroll.

Private Sector Employees. The employers’ costs
of workers’ compensation as a percent of gross earn-
ings (payroll) for private sector employees from 1986 to
2005 are shown in Figure A and in Panel A of Tables 1
to 4. Employers' expenditures on workers' compensa-
tion in private industry represented 1.74 percent of pay-
roll in 1986, increased in each of the next eight years
until peaking at 2.99 percent of payroll in 1994, and
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Source: Tables 1, 2, 3, and 4.
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Figure A - Workers' Compensation Costs as a Percentage of Gross Earnings,
Private Industry Employees, 1986-2005
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Note: Data for 2002-2005 are annual averages; data for earlier years are for March.
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Table 1 - Total Remuneration, Wages and Salaries, and Workers' Compensation, March 1986-1993
(In Dollars Per Hours Worked)

Panel A: Private Industry Employees 1986 1987 1988 1989 1990 1991 1992 1993
@) Total Remuneration 13.25 13.42 13.79 14.28 14.96 15.40 16.14 16.70
(2) Gross Earnings 10.90 11.08 11.32 11.72 12.24 12.55 13.06 13.43
(3) Wages and Salaries 9.67 9.83 10.02 10.38 10.84 11.14 11.58 11.90
(4) Paid Leave 0.93 0.93 0.97 1.00 1.03 1.05 1.09 1.1
(5) Supplemental Pay 0.30 0.32 0.33 0.34 0.37 0.36 0.39 0.42
(6) Benefits Other Than Pay 2.36 2.35 247 2.56 2.72 2.85 3.07 3.26
(7) Insurance 0.73 0.72 0.78 0.85 0.92 1.01 1.12 1.19
(8) Retirement Benefits 0.50 0.48 0.45 0.42 0.45 0.44 0.46 0.48
9) Legally Required Benefits 1.1 1.13 1.22 1.27 1.35 1.40 1.47 1.55
(9A) Workers' Compensation (0.19) (0.21) (0.24) (0.27) (0.31) (0.33) (0.36) (0.39)
(10) Other Benefits 0.02 0.02 0.02 0.02 * * 0.02 0.04
(11) Workers' Compensation as 1.43% 1.56% 1.74% 1.89% 2.07% 2.14% 2.23% 2.34%
Percent of Remuneration
(12) Workers' Compensation as 1.74% 1.90% 2.12% 2.30% 2.53% 2.63% 2.76% 2.90%
Percent of Gross Earnings
Panel B: State and Local Employees 1991 1992 1993
1 Total Remuneration 22.31 23.49 24.44
(2) Gross Earnings 17.48 18.40 19.07
(3) Wages and Salaries 15.52 16.39 17.00
(4) Paid Leave 1.75 1.80 1.86
(5) Supplemental Pay 0.21 0.21 0.21
(6) Benefits Other Than Pay 4.84 5.08 5.36
(7) Insurance 1.63 1.84 2.02
(8) Retirement Benefits 1.85 1.82 1.87
9) Legally Required Benefits 1.34 1.40 1.44
(9A) Workers' Compensation (0.26) (0.28) (0.30)
(10) Other Benefits 0.02 0.02 0.03
(11) Workers' Compensation as 1.17% 1.19% 1.23%
Percent of Remuneration
(12) Workers' Compensation as 1.49% 1.52% 1.57%
Percent of Gross Earnings
Panel C: All Non-Federal Employees 1991 1992 1993
() Total Remuneration 16.45 17.27 17.88
(2) Gross Earnings 13.30 13.89 14.29
(3) Wages and Salaries 11.81 12.33 12.68
(4) Paid Leave 1.16 1.20 1.22
(5) Supplemental Pay 0.33 0.36 0.39
(6) Benefits Other Than Pay 3.16 3.38 3.59
(7) Insurance 1.10 1.23 1.32
(8) Retirement Benefits 0.65 0.67 0.70
9) Legally Required Benefits 1.39 1.46 1.53
(9A) Workers' Compensation (0.32) (0.35) (0.38)
(10) Other Benefits 0.02 0.02 0.04
(11) Workers' Compensation as 1.95% 2.03% 2.13%
Percent of Remuneration
(12) Workers' Compensation as 2.41% 2.52% 2.66%

Percent of Gross Earnings

Notes: See Notes for Tables 1-4.

Sources: Data in rows (1), (3) to (5), and (7) to (10) of Panels A, B, and C:
1986-1990: U.S. Department of Labor, 2000b, Tables 140, 150, 158, 165, 169
1991-1993: U.S. Department of Labor, 2000b, Tables 1, 3, 5, 17, 19, 21, 33, 35,
37,49, 51, 53, 65, 67, 69, 81, 83, 85, 97, 99, 101, 112, 114, 116, 126, 128, 130
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Table 2 - Total Remuneration, Wages and Salaries, and Workers' Compensation, March 1996-2001
(In Dollars Per Hours Worked)

Panel A: Private Industry Employees 1994 1995 1996 1997 1998 1999 2000 2001
1) Total Remuneration 17.08 17.10 17.49 17.97 18.50 19.00 19.85 20.81
(2) Gross Earnings 13.69 13.81 14.19 14.69 15.19 15.62 16.37 17.16
3) Wages and Salaries 12.14 12.25 12.58 13.04 13.47 13.87 14.49 15.18
(4) Paid Leave 1.11 1.09 1.12 1.14 1.16 1.20 1.28 1.37
(5) Supplemental Pay 0.44 0.47 0.49 0.51 0.56 0.55 0.60 0.61
(6) Benefits Other Than Pay 3.39 3.29 3.31 3.29 3.31 3.38 3.48 3.65
(7) Insurance 1.23 1.15 1.14 1.09 1.10 1.13 1.19 1.28
(8) Retirement Benefits 0.52 0.52 0.55 0.55 0.55 0.57 0.59 0.62
9) Legally Required Benefits 1.60 1.59 1.59 1.62 1.63 1.65 1.67 1.73
(9A) Workers' Compensation (0.41) (0.39) (0.40) (0.39) (0.36) (0.36) (0.33) (0.33)
(10) Other Benefits 0.04 0.03 0.03 0.03 0.03 0.03 0.03 0.02
(11) Workers' Compensation as 2.40% 2.28% 2.29% 217% 1.95% 1.89% 1.66% 1.59%
Percent of Remuneration
(12) Workers' Compensation as 2.99% 2.82% 2.82% 2.65% 2.37% 2.30% 2.02% 1.92%
Percent of Gross Earnings
Panel B: State and Local Employees 1994 1995 1996 1997 1998 1999 2000 2001
1) Total Remuneration 25.27 24.86 25.73 26.58 27.28 28.00 29.05 30.06
(2) Gross Earnings 19.71 19.48 20.16 20.90 21.53 22.19 23.08 23.94
(3) Wages and Salaries 17.57 17.31 17.95 18.61 19.19 19.78 20.57 21.34
(4) Paid Leave 1.94 1.95 1.99 2.06 2.1 217 2.26 2.34
(5) Supplemental Pay 0.20 0.22 0.22 0.23 0.23 0.24 0.25 0.26
(6) Benefits Other Than Pay 5.57 5.38 5.56 5.69 5.76 5.81 5.97 6.13
(7) Insurance 2.15 2.03 2.07 2.09 2.15 222 2.38 2.56
(8) Retirement Benefits 1.90 1.78 1.90 1.95 1.94 1.91 1.84 1.73
9) Legally Required Benefits 1.49 1.55 1.56 1.61 1.63 1.64 1.70 1.78
(9A) Workers' Compensation (0.31) (0.31) (0.31) (0.30) (0.30) (0.30) (0.31) (0.34)
(10) Other Benefits 0.03 0.02 0.03 0.04 0.04 0.04 0.05 0.06
(11) Workers' Compensation as 1.23% 1.25% 1.20% 1.13% 1.10% 1.07% 1.07% 1.13%
Percent of Remuneration
(12) Workers' Compensation as 1.57% 1.59% 1.54% 1.44% 1.39% 1.35% 1.34% 1.42%
Percent of Gross Earnings
Panel C: All Non-Federal Employees 1994 1995 1996 1997 1998 1999 2000 2001
(1) Total Remuneration 18.30 18.21 18.68 19.22 19.76 20.29 21.16 22.15
(2) Gross Earnings 14.58 14.62 15.05 15.59 16.11 16.57 17.33 18.14
3) Wages and Salaries 12.95 12.98 13.36 13.85 14.30 14.72 15.36 16.07
(4) Paid Leave 1.23 1.21 1.24 1.27 1.30 1.34 1.42 1.51
(5) Supplemental Pay 0.40 0.43 0.45 0.47 0.51 0.51 0.55 0.56
(6) Benefits Other Than Pay 3.72 3.59 3.64 3.63 3.66 3.73 3.83 4.00
(7) Insurance 1.37 1.28 1.27 1.23 1.25 1.29 1.36 1.46
(8) Retirement Benefits 0.73 0.70 0.75 0.75 0.75 0.76 0.77 0.78
9) Legally Required Benefits 1.58 1.58 1.59 1.62 1.63 1.65 1.67 1.73
(9A) Workers' Compensation (0.39) (0.38) (0.38) (0.38) (0.35) (0.35) (0.33) (0.34)
(10) Other Benefits 0.04 0.03 0.03 0.03 0.03 0.03 0.03 0.03
(11) Workers' Compensation as 2.13% 2.09% 2.03% 1.98% 1.77% 1.72% 1.56% 1.53%
Percent of Remuneration
(12) Workers' Compensation as 2.67% 2.60% 2.52% 2.44% 217% 211% 1.90% 1.87%

Percent of Gross Earnings

Notes: See Notes for Tables 1-4.

Sources: Data in rows (1), (3) to (5), and (7) to (10) of Panels A, B, and C:
1994-1999: U.S. Department of Labor, 2000b, Tables 1, 3, 5, 17, 19, 21, 33, 35,
37,49, 51, 53, 65, 67, 69, 81, 83, 85, 97, 99, 101, 112, 114, 116, 126, 128, 130
2000: U.S. Department of Labor, 2000c, Tables 1, 3, and 5.
2001: U.S. Department of Labor, 2001, Tables 1, 3, and 5.

WORKERS’ COMPENSATION POLICY REVIEW




March/April 2006

Table 3 - Total Remuneration, Wages and Salaries, and Workers' Compensation, Quarterly March 2002 - December 2005
(In Dollars Per Hours Worked)

March 2002: U.S. Department of Labor, 2002a, Tables 1, 3, and 5.

June 2002: U.S. Dept. of Labor, 2002b, Tables 1, 3, and 5.

September 2002: U.S. Dept. of Labor, 2002c, Tables 1, 3, and 5.
December 2002: U.S. Dept. of Labor, 2003a, Tables 1, 3, and 5.

March June Sept. Dec. 2002 March June Sept. Dec. 2003
Panel A: Private Industry Employees 2002 2002 2002 2002 Average 2003 2003 2003 2003  Average
1 Total Remuneration 21.71 21.83 22.01 22.14 21.92 22.37 22.61 22.84 22.92 22.69
(2) Gross Earnings 17.86 17.94 18.05 18.16 18.00 18.26 18.41 18.59 18.61 18.47
(3) Wages and Salaries 15.80 15.90 16.00 16.08 15.95 16.15 16.31 16.46 16.49 16.35
4) Paid Leave 1.44 1.44 1.45 147 1.45 1.47 1.46 1.48 1.48 1.47
(5) Supplemental Pay 0.62 0.60 0.60 0.61 0.61 0.64 0.64 0.65 0.64 0.64
(6) Benefits Other Than Pay 3.86 3.89 3.95 3.98 3.92 411 4.20 4.25 4.31 422
(7) Insurance 1.40 1.42 1.45 1.46 1.43 1.52 1.57 1.59 1.62 1.58
(8) Retirement Benefits 0.63 0.62 0.63 0.64 0.63 0.67 0.67 0.68 0.70 0.68
9) Legally Required Benefits 1.80 1.82 1.84 1.85 1.83 1.89 1.93 1.95 1.96 1.93
(9A) Workers' Compensation (0.35) (0.37) (0.38) (0.38) (0.37) (0.40) (0.41) (0.42) (0.43) (0.42)
(10) Other Benefits 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03
(11) Workers' Compensation as 1.61% 1.69% 1.73% 1.72% 1.69%  1.79% 1.81% 1.84% 1.88% 1.83%
Percent of Remuneration
(12) Workers' Compensation as 1.96% 2.06% 2.11% 2.09% 2.05%  2.19% 2.23% 2.26% 2.31% 2.25%
Percent of Gross Earnings
March June Sept. Dec. 2002 March June Sept. Dec. 2003
Panel B: State and Local Employees 2002 2002 2002 2002 Average 2003 2003 2003 2003  Average
1) Total Remuneration 31.29 31.20 31.89 32.32 31.68 32.62 32.99 33.62 33.91 33.29
(2) Gross Earnings 24.83 24.72 2517 25.46 2505 25.66 25.96 26.26 26.43 26.08
(3) Wages and Salaries 22.14 22.00 22.40 22.68 2231  22.85 23.14 23.42 23.56 23.24
4) Paid Leave 2.43 2.45 249 249 247 2.51 2.52 2.55 2.58 2.54
(5) Supplemental Pay 0.26 0.27 0.28 0.29 0.28 0.30 0.30 0.29 0.29 0.30
(6) Benefits Other Than Pay 6.46 6.47 6.72 6.85 6.63 6.96 7.02 7.36 7.48 7.21
(7) Insurance 2.82 2.85 2.96 3.02 291 3.12 3.16 3.32 3.39 3.25
(8) Retirement Benefits 1.74 1.72 1.81 1.84 1.78 1.85 1.86 1.99 2.03 1.93
9) Legally Required Benefits 1.84 1.84 1.89 1.92 1.87 1.93 1.94 1.98 1.99 1.96
(9A) Workers' Compensation (0.34) (0.35) (0.36) (0.37) (0.36) (0.36) (0.37) (0.38) (0.38) (0.37)
(10) Other Benefits 0.06 0.06 0.06 0.07 0.06 0.06 0.06 0.07 0.07 0.07
(11) Workers' Compensation as 1.09% 1.12% 1.13% 1.14% 1.12%  1.10% 1.12% 1.13% 1.12% 1.12%
Percent of Remuneration
(12) Workers' Compensation as 1.37% 1.42% 1.43% 1.45% 142%  1.40% 1.43% 1.45% 1.44% 1.43%
Percent of Gross Earnings
March June Sept. Dec. 2002 March June Sept. Dec. 2003
Panel C: All Non-Federal Employees 2002 2002 2002 2002 Average 2003 2003 2003 2003  Average
(1) Total Remuneration 23.15 23.20 23.44 23.66 2336  23.93 2419 24.48 24.59 24.30
(2) Gross Earnings 18.91 18.92 19.09 19.24 19.04  19.39 19.57 19.76 19.80 19.63
(3) Wages and Salaries 16.76 16.78 16.93 17.06 16.88 1717 17.35 17.52 17.56 17.40
(4) Paid Leave 1.59 1.59 1.60 1.62 1.60 1.63 1.63 1.64 1.65 1.64
(5) Supplemental Pay 0.56 0.55 0.56 0.56 0.56 0.59 0.59 0.60 0.59 0.59
(6) Benefits Other Than Pay 4.24 4.26 4.35 4.41 432 4.54 4.64 4.73 478 4.67
(7) Insurance 1.61 1.63 1.67 1.69 1.65 1.77 1.81 1.86 1.88 1.83
(8) Retirement Benefits 0.80 0.78 0.80 0.82 0.80 0.85 0.86 0.88 0.90 0.87
9) Legally Required Benefits 1.80 1.82 1.85 1.86 1.83 1.89 1.93 1.95 1.96 1.93
(9A) Workers' Compensation (0.35) (0.36) (0.38) (0.38) (0.37) (0.39) (0.41) (0.42) (0.42) (0.41)
(10) Other Benefits 0.03 0.03 0.03 0.04 0.03 0.03 0.04 0.04 0.04 0.04
(11) Workers' Compensation as 1.51% 1.55% 1.62% 1.61% 157%  1.63% 1.69% 1.72% 1.71% 1.69%
Percent of Remuneration
(12) Workers' Compensation as 1.85% 1.90% 1.99% 1.98% 1.93%  2.01% 2.10% 2.13% 2.12% 2.09%
Percent of Gross Earnings
Notes:  See Notes for Tables 1-4.
Sources: Data in rows (1), (3) to (5), and (7) to (10) of Panels A, B, and C:

March 2003: U.S. Dept. of Labor, 2003b, Tables 1, 3, and 5.
June 2003: U.S. Dept. of Labor, 2003c, Tables 1, 3, and 5.
September 2003: U.S. Dept. of Labor, 2003d, Tables 1, 3, and 5.
December 2003: U.S. Dept. of Labor, 2004, Tables 1, 3, and 5.
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Table 4 - Total Remuneration, Wages and Salaries, and Workers' Compensation, Quarterly Since March 2004
(In Dollars Per Hours Worked)

Data in Panel B: U.S. Department of Labor, 2006, Table 5.
Data in Panel C: U.S. Department of Labor, 2006, Table 1.

March June Sept. Dec. 2004 March June Sept. Dec. 2005
Panel A: Private Industry Employees 2004 2004 2004 2004 Average 2005 2005 2005 2005  Average
(1) Total Remuneration 23.29 23.41 23.76 23.90 23.59 2417 2424 24.34 24.71 24.37
2) Gross Earnings 18.80 18.84 19.13 19.21 19.00 19.37 19.44 19.49 19.84 19.54
(3) Wages and Salaries 16.64 16.71 16.96 17.02 16.83 17.15 17.21 17.23 17.51 17.28
4) Paid Leave 1.50 1.49 1.52 1.53 1.51 1.54 1.54 1.55 1.61 1.56
(5) Supplemental Pay 0.66 0.64 0.65 0.66 0.65 0.68 0.69 0.71 0.72 0.70
(6) Benefits Other Than Pay 4.50 4.56 4.64 4.70 4.60 4.80 4.80 4.86 4.88 4.84
(7) Insurance 1.65 1.66 1.68 1.70 1.67 1.76 1.76 1.78 1.81 1.78
(8) Retirement Benefits 0.80 0.82 0.85 0.88 0.84 0.90 0.88 0.90 0.89 0.89
9) Legally Required Benefits 2.01 2.04 2.07 2.08 2.05 210 212 214 214 213
(9A) Workers' Compensation (0.45) (0.47) (0.47) (0.47) (0.47) (0.48) (0.48) (0.49) (0.48) (0.48)
(10) Other Benefits 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04
(11) Workers' Compensation as 1.93% 2.01% 1.98% 1.97% 197%  1.99% 1.98% 2.01% 1.94% 1.98%
Percent of Remuneration
(12) Workers' Compensation as 2.39% 2.49% 2.46% 2.45% 245%  2.48% 2.47% 2.51% 2.42% 2.47%
Percent of Gross Earnings
March June Sept. Dec. 2004 March June Sept. Dec. 2005
Panel B: State and Local Employees 2004 2004 2004 2004  Average 2005 2005 2005 2005  Average
(1) Total Remuneration 34.21 34.13 34.72 35.16 3456 3550 35.46 36.16 36.55 35.92
2) Gross Earnings 26.59 26.44 26.78 27.07 26.72 2125 27.18 27.56 27.86 27.46
(3) Wages and Salaries 23.69 23.52 23.83 24.10 2379 2426 2417 2452 24.83 24.45
4) Paid Leave 2.60 2.61 2.64 2.66 2.63 2.68 2.69 2.72 2.72 2.70
(5) Supplemental Pay 0.30 0.31 0.31 0.31 0.31 0.31 0.32 0.32 0.31 0.32
(6) Benefits Other Than Pay 7.62 7.68 7.94 8.07 7.83 8.25 8.28 8.59 8.69 8.45
(7) Insurance 3.48 3.51 3.62 3.68 3.57 3.76 3.79 3.94 3.98 3.87
(8) Retirement Benefits 2.07 212 2.23 2.28 2.18 2.34 2.33 248 2.51 242
9) Legally Required Benefits 2.02 2.00 2.04 2.06 2.03 210 2.1 212 215 212
(9A) Workers' Compensation (0.39) (0.40) (0.41) (0.41) (0.40) (0.44) (0.46) (0.45) (0.47) (0.46)
(10) Other Benefits 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05
(11) Workers' Compensation as 1.14% 1.17% 1.18% 1.17% 1.16%  1.24% 1.30% 1.24% 1.29% 1.27%
Percent of Remuneration
(12) Workers' Compensation as 1.47% 1.51% 1.53% 1.51% 151% 1.61% 1.69% 1.63% 1.69% 1.66%
Percent of Gross Earnings
March June Sept. Dec. 2004 March June Sept. Dec. 2005
Panel C: All Non-Federal Employees 2004 2004 2004 2004 Average 2005 2005 2005 2005  Average
(1) Total Remuneration 24.95 24.96 25.36 25.57 2521  25.87 25.86 26.05 26.46 26.06
2) Gross Earnings 19.97 19.95 20.24 20.37 20.13  20.56 20.55 20.65 21.02 20.70
(3) Wages and Salaries 17.71 17.70 17.96 18.07 17.86  18.22 18.21 18.28 18.59 18.33
4) Paid Leave 1.66 1.66 1.68 1.70 1.68 1.72 1.70 1.72 1.77 1.73
(5) Supplemental Pay 0.60 0.59 0.60 0.60 0.60 0.62 0.64 0.65 0.66 0.64
(6) Benefits Other Than Pay 4.97 5.01 5.11 5.18 5.07 5.31 5.30 5.40 5.45 5.37
(7) Insurance 1.93 1.93 1.96 1.99 1.95 2.06 2.05 210 213 2.09
(8) Retirement Benefits 0.99 1.01 1.05 1.08 1.03 1.11 1.09 1.13 1.13 1.12
9) Legally Required Benefits 2.01 2.03 2.06 2.07 2.04 2.10 212 213 215 213
(9A) Workers' Compensation (0.44) (0.46) (0.46) (0.46) (0.46) (0.47) (0.48) (0.48) (0.48) (0.48)
(10) Other Benefits 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04 0.04
(11 Workers' Compensation as 1.76% 1.84% 1.81% 1.80% 1.80%  1.82% 1.86% 1.84% 1.81% 1.83%
Percent of Remuneration
(12) Workers' Compensation as 2.20% 2.31% 2.27% 2.26% 226%  2.29% 2.34% 2.32% 2.28% 2.31%
Percent of Gross Earnings
Notes:  See Notes for Tables 1-4.
Sources: Data in Panel A: U.S. Department of Labor, 2006, Table 9.
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Notes for Tables 1- 4

Notes: * = $0.01 or less

that is used in the BLS publications.

9) + other benefits (row 10).

tion (row 1).

(row 2).

(1) Table 1 and the text of this article use the term “remuneration” in place of the term “compensation” that is used
in the BLS publications, and use the term “All non-federal Employees” in place of the term “Civilian Workers”

(2) Total remuneration (row 1) = gross earnings (row 2) + benefits other than pay (row 6).
(3) Gross earnings (row 2) = wages 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

(5) Workers’ compensation (row 9A) is one of the legally required benefits (row 9).
(6) Workers’ compensation as percent of remuneration (row 11) = workers compensation (row 9A)/total remunera-

(7) Workers’ compensation as percent of gross earnings (row 12) = workers’ compensation (row 9A)/gross earnings

(8) Results in rows (2), (6), (11), and (12) were calculated by Florence Blum and John F. Burton, Jr.

then declined for seven years until reaching 1.92 per-
cent of payroll in 2001. Costs subsequently began to
increase, reaching 2.05 percent of payroll in 2002, 2.25
percent of payroll in 2003, 2.45 percent of payroll in
2004, and 2.47 percent of payroll in 2005.

State and Local Government Employees. The
employers’ costs of workers’ compensation as a per-
cent of payroll for employees in the state and local gov-
ernment sector from 1991 to 2005 are shown in Figure
B and Panel B of Tables 1 to 4. This sector's workers’
compensation costs started at 1.49 percent of payroll in
1991, increased until reaching 1.59 percent of payroll in
1995, dropped to 1.34 percent of payroll in 2000, re-
bounded to 1.42 percent of payroll in 2001 and 2002,
and increased to 1.43 percent of payroll in 2003, 1.51
percent of payroll in 2004, and 1.66 percent of payroll in
2005, which represents the highest cost of workers’
compensation in the state and local government sector
since the data series began in 1991.

All Non-Federal Employees. Workers' compensa-
tion costs for 1991 to 2005 for all non-federal employ-
ees, a category that includes private industry employ-
ees along with state and local government employees,
are presented in Figure C and in Panel C of Tables 1 to
4. Workers’ compensation costs for employers of all
non-federal employees represented 2.41 percent of
payroll in 1991, increased to a peak of 2.67 percent in
1994, declined from 1994 to 2001, when it was 1.87
percent of payroll, and then increased for four years to
2.31 percent of payroll in 2005.

Costs Per Hour Worked
An alternative measure of the employers’ costs of
workers’ compensation is employers’ expenditures on

the program in dollars per hour worked.

Private Sector Employees. The employers’ costs
of workers’ compensation in dollars per hour worked for
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1.59%
157% 1.579

1.60% - 5% 5% 1.57% 1.54%
149%
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1.39% 1.42% 1.42% 143%
. 0
T 1.35%  1.34%
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Figure B - Workers' Compensation Costs as a Percentage of Gross Earnings,
State and Local Government Employees, 1991-2005

1.66%

Source: Tables 1,2, 3 and 4.

1991 1992 1993 1994 1995 1996 1997

1998 1999 2000 2001 2002 2003 2004 2005

Note: Data for 2002-2005 are annual averages; data for earlier years are for March.
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Figure C - Workers' Compensation Costs as a Percentage of Gross Earnings,
All Non-Federal Employees, 1991-2005

2.80% - 2.66% 2.67%

2.52% 2.60% 2.52%

260% 75419 " 7 2.44%
2.40% - . 2.26% 2.31%
2.20% - 217% 5 119, 2.09%
2.00% - 1.90% 1879, 1-93%
1.80% -
1.60% |
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1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Source: Tables 1, 2, 3, and 4.

Note: Data for 2002-2005 are annual averages; data for earlier years are for March.

private sector workers from 1986 to 2005 are shown in
Figure D and Panel A of Tables 1 to 4. Using this
measure of employers’ costs, the costs in the private
sector began at $0.19 per hour in 1986, increased to
$0.41 per hour in 1994, declined in most years until
reaching $0.33 per hour in 2000 and 2001, and then
increased to $0.37 per hour in 2002, $0.42 per hour in
2003, $0.47 per hour in 2004, and $0.48 in 2005.

State and Local Government Employees. The
employers’ costs of workers’ compensation in dollars
per hour worked for workers in the state and local gov-
ernment sector from 1991 to 2005 are shown in Figures
E and Panel B of Tables 1 to 4. The employers’ costs
of workers’ compensation per hour worked in the state
and local government sector were $0.26 in 1991 (the
first year with data), increased to $0.31 in 1994, fluctu-

ated in a narrow band between $0.30 and $0.31 per
hour from 1994 to 2000, and then increased rapidly for
five years until costs were $0.46 per hour worked in
2005.

All Non-Federal Employees. The employers’
costs of workers’ compensation in dollars per hour
worked for all non-federal government employees from
1991 to 2005 are shown in Figure F and Panel C of
Tables 1 to 4. Workers’ compensation costs per hour
worked for all non-federal government employees were
$0.32 in 1991 (the first year with data), increased to
$0.39 in 1994, declined to $0.33 in 2000, and then in-
creased significantly to $0.37 in 2002, $0.41 in 2003,
and $0.46 per hour worked in 2004. Employers’ costs
for all non-federal employees increased moderately in
2005 to $0.48 per hour worked.

0.60 -

0.50 -

0.41
0.39
0.40 4 0.36

0.31 033

0-30 7 0.24 0-27
019 021

0.20 -

0.10 +

Source: Tables 1, 2, 3, and 4.
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Figure D - Workers' Compensation Costs for Private Industry Employees,
1986-2005 (In Dollars per Hour Worked)
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0.42

0.37
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Note: Data for 2002-2005 are annual averages; data for earlier years are for March.
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Figure E - Workers' Compensation Costs for State and Local Government
Employees, 1991-2005 (In Dollars per Hour Worked)

0.48
0.40 -
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026 ¥

0.24 |

0.16 -
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Source: Tables 1, 2, 3, and 4.
Note: Data for 2002-2005 are annual averages; data for earlier years are for March.

tively narrow range of 2.45 percent to 2.51 percent of
payroll between June 2002 and September 2005.
Costs then dropped in the last quarter of 2005, reach-
ing 2.42 percent of payroll in December 2005.

QUARTERLY DATA

Workers’ Compensation Costs as Percent
of Payroll

State and Local Government Employees. The

Private sector employees. The trends in workers’
compensation costs in the private sector since March
2002 are further documented in Figure G and Panel A
of Tables 3 and 4, which present information on the 16
quarters of data available under the new BLS quarterly
publication schedule. The employers’ costs of 1.96
percent in March 2002 increased until September 2002,
dropped slightly in December 2002, and subsequently
resumed an increase in every quarter until June 2004,
when costs represented 2.49 percent of payroll. Costs
for employers in the private sector fluctuated in a rela-

fluctuations in workers’ compensation costs in the state
and local sector in recent years are evident in the 16
quarters of data available included in Figure H and
Panel B of Tables 3 and 4. The employers’ costs in-
creased from 1.37 percent of payroll in March 2002 to
1.45 percent of payroll in December 2002, dropped to
1.40 percent of payroll in March 2003, and then
matched the previous peak of 1.45 percent of payroll in
September 2003, before declining again to 1.44 percent
of payroll in December 2003. Cost in the sector then
generally increased for eight quarters, reaching a new

Figure F - Workers' Compensation Costs for All Non-Federal Employees,
1991-2005 (In Dollars per Hour Worked)
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Source: Tables 1, 2, 3, and 4.
Note: Data for 2002-2005 are annual averages; data for earlier years are for March.
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Figure G
Workers' Compensation Costs as a Percentage of Gross Earnings,
Private Industry Employees, March 2002 - December 2005
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Source: Tables 3 and 4.

Figure H
Workers' Compensation Costs as a Percentage of Gross Earnings,
State and Local Employees, March 2002 - December 2005
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Figure |
Workers' Compensation Costs as a Percentage of Gross Earnings,
All Non-Federal Employees, March 2002 - December 2005
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Source: Tables 3 and 4.
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peak of 1.69 percent of payroll in June 2005, followed
by a decline to 1.63 percent of payroll in September
2005 and a rebound to the peak of 1.69 percent of pay-
roll in December 2005.

All Non-federal Employees. A general trend to-
wards higher workers’ compensation costs for all non-
federal employers between 2002 and mid-2004 is
shown in the data in Figure | and in Panel C of Tables 3
and 4. The employers’ costs of 1.85 percent of payroll
in March 2002 was followed by nine quarters of gener-
ally increasing costs until costs reached 2.31 percent of
payroll in June 2004. Then costs fluctuated until reach-
ing a recent peak of 2.34 percent in June 2005, fol-
lowed by two quarters of decline through December
2005, when workers’ compensation costs were 2.28
percent of payroll.

Workers’ Compensation Costs per Hour
Worked

Private Sector Employees. The quarterly data
indicate that private sector employers expended $0.35
per hour on workers’ compensation in March 2002 and
that these expenditures increased almost every quarter
until reaching $0.47 per hour in June 2004 (Figure J
and Panel A of Tables 3 and 4). Since June 2004, em-
ployers’ costs have varied within a narrow range, with
costs at $0.48 per hour worked in December 2005.

State and Local Government Employees. The
quarterly data indicate that state and local government
employers expended $0.34 per hour on workers’ com-
pensation in March 2002 and that these expenditures
fluctuated between $0.36 and $0.38 per hour between
September 2002 and December 2003 (Figure K and
Panel B of Tables 3 and 4). Cost then increased sig-
nificantly in the state and local government sector dur-
ing 2004 and 2005, reaching $0.47 per hour worked in
December 2005.

All Non-Federal Employees. The quarterly data
indicate that state and local government employers ex-
pended $0.35 per hour on workers’ compensation in
March 2002 and that these expenditures increased in
most quarters until they reached $0.46 per hour worked
in June 2004, a figure that persisted until December
2004. Costs increased in March 2005 to $0.47 per
hour worked. Then employers’ costs for all non-federal
employees moved to a new plateau of $0.48 per hour
worked for the final three quarters in 2005 (Figure L
and Panel C of Tables 3 and 4).

March/April 2006

RECENT INCREASES IN WORKERS’
COMPENSATION COSTS

The most comprehensive set of employers repre-
sented in the BLS survey are those employing all non-
federal employees. For those employers, the low point
for employers’ costs as a percent of payroll occurred in
March 2002, when the costs represented 1.85 percent
of payroll. Tables 5 and 6 indicate the increases in
workers’ compensation costs since March 2002.

Employer’s Costs as a Percent of Payroll

Private Sector Employees. The employers’ costs
of workers’ compensation as a percent of payroll in-
creased from 1.96 percent in March 2002 to 2.42 per-
cent of payroll in December 2005 (Figure G and Panel
A, Column (1) of Table 5). This represents a cumula-
tive increase of costs of 23.5 percent over the sixteen
quarters (Table 5, Panel A, Column (2)). The quarterly
data can also be used to calculate annual rates of in-
crease in workers’ compensation costs over the pre-
ceding year. For example, private sector employers’
costs were 1.96 percent of payroll in March 2002 and
2.19 percent of payroll in March 2003, which represents
an 11.7 percent increase in costs over the twelve
months (Figure M and Table 5, Panel A, Column (3)).
The data indicate that the annual rate of change in the
employers’ costs of workers’ compensation in the pri-
vate sector was essentially zero during 2005, with two
quarters up from the corresponding quarter in 2004 and
two down from the same quarter in the previous year.
In December 2005, the employers’ costs of workers’
compensation as a percent of payroll was down 1.2
percent over twelve months.

State and Local Employees. The employers’
costs of workers’ compensation as a percent of payroll
increased from 1.37 percent of payroll in March 2002 to
1.69 percent of payroll in December 2005 (Figure H
and Table 5, Panel B, Column (1)). This represents a
cumulative increase in costs of 23.4 percent over six-
teen quarters (Table 5, Panel B, Column (2)). The
quarterly data can also be used to calculate annual
rates of increase in workers’ compensation costs over
the preceding year. For example, state and local gov-
ernment sector employers’ costs were 1.37 percent of
payroll in March 2002 and 1.40 percent of payroll in
March 2003, which represents a 2.2 percent increase in
costs over the twelve months (Figure N and Table 5,
Panel B, Column (3)). The data indicate that the an-
nual rate of change in the employers’ costs of workers’
compensation in the state and local government sector
was relatively steady during 2004, ranging from a 5.6
percent increase from June 2003 to June 2004 to a 4.9
percent increase from December 2003 to December
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Figure J
Workers' Compensation Costs for Private Industry Employees,
March 2002 - December 2005 (in Dollars per Hour Worked)
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Figure K
Workers' Compensation Costs for State and Local Employees,
March 2002 - June 2005 (in Dollars per Hour Worked)
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Figure L
Workers' Compensation Costs for All Non-Federal Employees,
March 2002 - December 2005 (in Dollars per Hour Worked)
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March 2002
June 2002
September 2002
December 2002
March 2003
June 2003
September 2003
December 2003
March 2004
June 2004
September 2004
December 2004
March 2005
June 2005
September 2005
December 2005

March 2002
June 2002
September 2002
December 2002
March 2003
June 2003
September 2003
December 2003
March 2004
June 2004
September 2004
December 2004
March 2005
June 2005
September 2005
December 2005

March 2002
June 2002
September 2002
December 2002
March 2003
June 2003
September 2003
December 2003
March 2004
June 2004
September 2004
December 2004
March 2005
June 2005
September 2005
December 2005

Panel A: Private Industry Employees

Employers' Costs Cumulative Increase

as % of Payroll

(1)

Since March 2002
(2)

Table 5 - Employers' Cost of Workers' Compensation as Percent of Gross
Earnings (Payroll): Increases Since March 2002

Increase Over
Twelve Months

()

1.96
2.06
2.1
2.09
2.19
2.23
2.26
2.31
2.39
249
2.46
245
248
2.47
2.51
242

5.1%

7.7%

6.6%
1.7%
13.8%
15.3%
17.9%
21.9%
27.0%
25.5%
25.0%
26.5%
26.0%
28.1%
23.5%

Panel B: State and Local Employees

Employers' Costs Cumulative Increase

as % of Payroll

()

Since March 2002
(2)

1.7%
8.3%
71%

10.5%
9.1%

11.7%
8.8%
6.1%
3.8%
-0.8%
2.0%
-1.2%

Increase Over
Twelve Months

(3)

1.37
1.42
1.43
1.45
1.40
1.43
1.45
1.44
1.47
1.51
1.53
1.51
1.61
1.69
1.63
1.69

3.6%
4.4%
5.8%
2.2%
4.4%
5.8%
5.1%
7.3%
10.2%
11.7%
10.2%
17.5%
23.4%
19.0%
23.4%

Panel C: All Non-Federal Employees

Employers' Costs Cumulative Increase

as % of Payroll

()

Since March 2002
(2)

2.2%

0.7%

1.4%

-0.7%
5.0%

5.6%

5.5%

4.9%

9.5%
11.9%
6.5%
11.9%

Increase Over
Twelve Months

()

1.85
1.90
1.99
1.98
2.01
2.10
213
212
2.20
2.31
227
2.26
2.29
2.34
2.32
2.28

2.7%
7.6%
7.0%
8.6%
13.5%
15.1%
14.6%
18.9%
24.9%
22.7%
22.2%
23.8%
26.5%
25.4%
23.2%

8.6%
10.5%
7.0%
71%
9.5%
10.0%
6.6%
6.6%
4.1%
1.3%
2.2%
0.9%

Source: Column (1) from Tables 3 and 4, Row (12) of Panels A, B, and C.
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2004. The annual rate of change in costs in the state
and local government sector in 2005 was much higher
than in 2004, with costs over the corresponding quarter
in the previous varying between 6.5 percent in Septem-
ber 2005 to 11.9 percent in December 2005.

All Non-Federal Employees. The employers’
costs of workers’ compensation as a percent of payroll
increased from 1.85 percent of payroll in March 2002 to
2.28 percent of payroll in December 2005 (Figure | and
Table 5, Panel C, Column (1)). This represents a cu-
mulative increase of costs of 23.2 percent over the six-
teen quarters (Table 5, Panel C, Column (2)). The
quarterly data can also be used to calculate annual
rates of increase in workers’ compensation costs over
the preceding year. For example, all non-federal em-
ployers’ costs were 1.85 percent of payroll in March
2002 and 2.01 percent of payroll in March 2003, which
represents an 8.6 percent increase in costs over the
twelve months (Figure O and Table 5, Panel C, Column
(3)). The annual rate of increase in the employers’
costs of workers’ compensation for all non-federal em-
ployees were modest during 2005, with costs in De-
cember 2005 up only 0.9 percent from the correspond-
ing quarter in 2004.

Workers’ Compensation Costs per Hour
Worked

Private Sector Employees. The employers’ costs
of workers’ compensation per hour worked increased
from $0.35 in March 2002 to $0.48 percent of payroll in
December 2005 (Figure J and Panel A, Column (1) of
Table 6). This represents a cumulative increase of
costs of 37.1 percent over the sixteen quarters (Table
6, Panel A, Column (2)). The quarterly data can also be
used to calculate annual rates of increase in workers’
compensation costs over the preceding year. For ex-
ample, private sector employers’ costs were $0.35 per
hour in March 2002 and $0.40 in March 2003, which
represents a 14.3 percent increase in costs over the
twelve months (Figure P and Table 6, Panel A, Column
(3)). The data indicate that the annual rate of increase
in the employers’ costs of workers’ compensation in the
private sector generally declined during 2005, continu-
ing a trend towards slower cost increases that began in
the last two quarters of 2004. Private sector employers’
costs of workers’ compensation per hour worked were
up 14.6 percent in June 2004 compared to June 2003;
six quarters later, in December 2005, costs were only
up 2.1 percent relative to December 2004.

State and Local Employees. The employers’
costs of workers’ compensation per hour worked in-
creased from $0.34 in March 2002 to $0.47 in Decem-
ber 2005 (Figure K and Table 6, Panel B, Column (1)).
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Figure M - Workers' Compensation Costs as a Percent of Payroll:
Annual Percentage Rates of Increase - Private Industry
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Figure N - Workers' Compensation Costs as Percent of Payroll:
Annual Percentage Rates of Increase - State and Local
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Figure O - Workers' Compensation Costs as Percent of Payroll:
Annual Percentage Rates of Increase - All Non-Federal
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Table 6 - Employers' Cost of Workers' Compensation in Dollars

Per Hours Worked: Increases Since March 2002 This represents a cumulative increase of costs of 38.2

percent over sixteen quarters (Table 6, Panel B, Col-

Panel A: Private Industry Employees umn (2)). The quarterly data can also be used to calcu-

. late annual rates of increase in workers’ compensation

Employers' Costs Cumulative Increase Increase Over t th di F | tat d
in Dollars Since March 2002  Twelve Months costs over n€ preceding year. or ,examp €, staté an

(1) ) (3) local government sector employers’ costs were $0.34

per hour worked in March 2002 and $0.36 per hour

Mj‘JﬁZ 5883 8-2? 5 70 worked in March 2003, which represents a 5.9 percent
. . 0 . . .
September 2002 038 8.6% increase in costs over the twelve months (Figure Q and
December 2002 0.38 8.6% Table 6, Panel B, Column (3)). The data indicate that
MJarch ’;’882 8-:2 1‘71?? 13-2‘;? the annual rate of change in the employers’ costs of
une . 17 .0/ ’ . H
September 2003 0.42 20.0% 10.5% workers compensatlon_ in the state qnd local govern-
December 2003 0.43 22.9% 13.2% ment sector was relat_lvely c_onstant in 2004, ranging
March 2004 0.45 28.6% 12.5% from only 8.3 percent in the first quarter to 7.9 percent
Sent Jl:)"e 2882 8’2; gjg;’ 1‘1‘-83" in the last two quarters. In contrast, employers’ costs of
eptember . .3% 9% , : .
December 2004 0.47 34.3% 9.3% workers’ compensation per hour worked in the state
March 2005 0.48 37.1% 6.7% and local government sector increased rapidly in 2005,
June 2005 0.48 37.1% 2.1% with costs in December 2005 up 14.8 percent in twelve
September 2005 0.49 40.0% 4.3% months
December 2005 0.48 37.1% 2.1% ’
Panel B: State and Local Employees All Non-Federal Employees. The employers’

' . costs of workers’ compensation per hour worked in-
Employers' Costs Cumulative Increase Increase Over creased from $0.35 in March 2002 to $0.48 in Decem-

in Dollars Since March 2002  Twelve Months .
) @) 3) ber 2005 (Figure L and Table 5, Panel C, Column (1)).
This represents a cumulative increase of costs of 37.1
MfFCh 2883 8-2‘5‘ 2.0% percent over the sixteen quarters (Table 5, Panel C,
une . I/
September 2002 0.36 5.9% Column (2)). The quarte.rly data can also b? used to
December 2002 0.37 8.8% calculate annual rates of increase in workers’ compen-
March 2003 0.36 5.9% 5.9% sation costs over the preceding year. For example, all
0, 0, )
Septe;“b';er 2882 g-g; 181-88/0; gg;" non-federal employers’ costs were $0.35 per hour
. . 0 B (] . . .
December 2003 0.38 11.8% 279 worked in March 2002 and $_O.39 in March 2003, which
March 2004 0.39 14.7% 8.3% represents an 11.4 percent increase in costs over the
June 2004 0.40 17.6% 8.1% twelve months (Figure R and Table 6, Panel C, Column
St)eé’ct:zgziggg: 8:21 gg:goﬁ ;:g;‘; (3)). The annual rate of increase in the employers’
March 2005 0.44 29.4% 12.8% costs of worl_(ers compensation forj all nop-federal em-
June 2005 0.46 35.3% 15.0% ployees declined from 6.8 percent in the first quarter of
September 2005 0.45 32.4% 9.8% 2005 to 4.3 percent in the last three quarters of 2005.
December 2005 0.47 38.2% 14.6%
Panel C: All Non-Federal Employees ANALYSIS
Employers' Costs Cumulative Increase Increase Over . . .
in Dollars Since March 2002 Twelve Months | Employers’ Costs in Historical Context
(1) (2) (3)
March 2002 0.35 Workers' compensation costs as a percentage of
June 2002 0.36 2.9% gross earnings (or payroll) is the most common meas-
September 2002 0.38 8~6:/° ure of employers’ costs used in the workers' compensa-
DGC‘KA”;E;: gggg 8'22 181%2 1.4% tion literature. The rationale is that over time employer
June 2003 0.41 17.1% 13.9% expenditures on remuneration for employees, including
September 2003 0.42 20.0% 10.5% wages, health insurance, pensions and workers’ com-
Deciﬂmbe; 5882 g-ﬁ ;g% 12240 pensation, increase. For example, between 1991
arc . AT .0/ . ’
June 2004 0.46 31.4% 12.2% (March)_ and 2005 (anntfal), private _sec_tor employers
September 2004 0.46 31.4% 9.5% expenditures for workers’ compensation increased from
December 2004 0.46 31.4% 9.5% $0.33 to $0.48 per hour worked , which represents a 45
0, 0, . . . . .
March 2005 0.47 34.3% 6.8% percent increase. In isolation, a 45 percent increase in
June 2005 0.48 37.1% 4.3% Kers’ i ¢ h ked
September 2005 048 37.1% 43% workers’ compensation costs per hour worked may
December 2005 0.48 37.1% 4.3% sound like a substantial increase. However, over that

same period -- between 1991 (March) and 2005

Source: Tables 3 and 4.
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Figure P - Workers' Compensation Costs in Dollars Per Hour Worked:
Annual Percentage Rates of Increase - Private Industry
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Figure Q - Workers' Compensation Costs in Dollars Per Hour Worked:
Annual Percentage Rates of Increase - State and Local
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Figure R - Workers' Compensation Costs in Dollars Per Hour Worked:
Annual Percentage Rates of Increase - All Non-Federal
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(annual), the gross earnings (payroll) paid by employ-
ers for private sector employees increased from $12.55
to $19.54 per hour worked (Panel A, Tables 1 and 4),
which is a 56 percent increase. Workers’ compensa-
tion costs per hour worked have increased less rapidly
than payroll since 1991, which helps put the workers’
compensation cost developments in perspective.

Another way to put in perspective the develop-
ments over time in employer expenditures on workers’
compensation is to compare them to payroll in each
year. That workers’ compensation expenditures for
private sector employers represented 2.63 percent of
payroll in 1991 (March) and 2.47 percent of payroll in
2005 (annual) provides information more useful than
simply stating that workers’ compensation costs per
hour increased by 45 percent over those 15 years.

The preceding sections have documented the
changes in employer expenditures on workers’ com-
pensation as a percent of payroll for three levels of ag-
gregation of employees. For private sector employees,
where the data are available since 1986, the costs in-
creased from 1986 to 1994, declined sharply through
2001, and increased from 2001 to mid-2004. The costs
were then relatively stable until the last quarter of 2005,
when they modestly declined (Figures A and G).

For state and local government employees, where
the data are only available since 1991, the pattern is
roughly similar to the private sector until the last year:
employers’ costs increased through 1995, declined until
2000, and then increased modestly through December
2004. Then, for reasons currently unknown, workers’
compensation costs as a percent of payroll significantly
increased in the state and local government sector in
2005 (Figures B and H).

Finally, for all non-federal employees (which pri-
marily consists of private sector employees), the data
series shows a decline in employers’ costs between
1991 and 2002, followed by an increase through the
second quarter of 2004, after which they have fluctu-
ated in a relatively narrow band (Figures C and I).

While these increases in costs after 2002 are note-
worthy, the recent run-up in costs for private sector em-
ployers nonetheless meant that workers’ compensation
costs as a percent of payroll in 2005 were lower than in
any year between 1990 and 1997. Likewise, the em-
ployers’ costs as a percent of payroll for all non-federal
employers were lower in 2005 than in all the years be-
tween 1991 and 1997. The “odd” sector is state and
local government, where the employers’ costs of work-
ers’ compensation as a percent of payroll were higher
in 2005 than in any other year since the data series
began in 1991.

A Comparison to Other Sources of Data on
Employers’ Costs

The BLS information on employers’ expenditures
on workers' compensation has some advantages over
other sources of data on workers' compensation. One
significant advantage, compared to the annual data
prepared by the National Academy of Social Insurance
(NASI), is timeliness: the most recent NASI data pertain
to 2003 (Sengupta, Reno, and Burton 2005), while BLS
data for 2005 are already available. The BLS data on
employers’ costs are also disaggregated by census
region and division, major industry group, occupational
group, establishment employment size, and bargaining
status -- useful distinctions that are not available in the
NASI data, which only includes data on employers’
costs at the national level.?

The BLS data also have their limitations when com-
pared to the NASI data. The foremost limitation of the
BLS data is that they only measure costs to employers,
not benefits paid to workers. The NASI data, for exam-
ple, provide national and state-specific information on
benefit payments that differentiate among the types of
insurance arrangements (private carriers, state funds,
and self-insurers) and that distinguish between medical
and cash benefit payments. The NASI national data on
benefits and costs also include the federal sector,
which are missing from the BLS data on costs.

The NASI data and BLS data are, to a considerable
degree, complementary and, as such, both sources of
information are valuable. One problem, however, is that
the two data series are not entirely consistent with one
another. For example, the NASI data for 2003 (the lat-
est year with data currently available from that source)
indicate that the employers' costs of workers' compen-
sation were 1.71 percent of covered payroll for employ-
ers in all sectors (including the federal government); the
BLS data for all non-federal employees in 2003 esti-
mates that workers’ compensation costs for that group
were 2.09 percent of payroll.® In addition, the NASI data
show 1990 as the peak year (with employers' costs at
2.18 of payroll), while the BLS data (as shown in Figure
C and Table 1) for all non-federal employees show con-
tinuing increases in workers' compensation costs as a
percent of payroll through 1994, with a decrease in
costs only beginning in 1995. But even though the
NASI and BLS data have different peak years, both
sources of data indicate that the employers' costs of
workers’ compensation measured as a percent of pay-
roll substantially declined during the latter half of the
1990s. We will continue to publish updates as the
NASI annual and BLS quarterly data are available.
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Appendix A
Source of the Information and Methodology

Tables 1 to 6 and Figures A through N are based on data published by the Bureau of Labor Statistics (BLS), which is a part
of the U.S. Department of Labor.* The most recent BLS data for December 2005 are based on a national survey of about 50,400
occupations in approximately 11,300 establishments in the private sector and about 3,500 occupations in approximately 800 es-
tablishments in state and local government. (Sample sizes were smaller for earlier surveys.) The BLS published annual data
based on the survey conducted each March from 1986 to 2002. Beginning with March 2002, the BLS has conducted the survey
every quarter, and this article includes the data on workers’ compensation costs through December 2005. This appendix dis-
cussessthe data from March 2005 shown in Table 4 (since the March 2005 data are most comparable to the data from earlier
years).

The BLS data on Employer Costs for Employee Compensation (ECEC) measure the average cost per employee hour
worked that employers pay for wages and salaries and various benefits, including benefits voluntarily paid as well as legally re-
quired benefits, such as workers’ compensation. | have calculated workers’ compensation as a percent of gross earnings
(payroll) for this article, as explained below.

Data are available since 1986 for private sector employers' expenditures per hour on employees' total remuneration, and (as
shown in Panel A of Tables 1 to 4) on a number of components of remuneration, including wages and salaries, paid leave, insur-
ance, and legally required benefits (including separate information on workers' compensation).? Comparable data pertaining to
state and local government employees (Panel B of Tables 1 to 4) and to all non-federal employees (Panel C of Tables 1 to 4) are
available for the period 1991 to 2005.

The only employees not included in this BLS data series are federal government, agriculture, and household workers, who in
aggregate account for only about 4 percent of all employees. Of the 96 percent of all employees who are included in the BLS
data, private industry employees clearly predominate (83 percent of all employees), whereas state and local government employ-
ees account for the remaining 13 percent of all employees.’

Private Industry Employees

The March 2005 data for private industry employees presented in Panel A of Table 4 further explain the BLS data series. In
2005, private sector employers spent, on average, $24.17 per hour worked on total remuneration (row 1). The $24.17 of total
remuneration included gross earnings of $19.37 per hour (row 2) and benefits other than pay of $4.80 per hour (row 6).2 Gross
earnings, or payroll, included wages and salaries ($17.15 per hour; row 3), paid leave ($1.54 per hour; row 4), and supplemental
pay ($0.68 per hour; row 5). Benefits other than pay included insurance ($1.76 per hour; row 7), retirement benefits ($0.90 per
hour; row 8), legally required benefits ($2.10 per hour; row 9), and other benefits ($0.04 per hour; row 10). Workers' compensa-
tion, which averaged $0.48 per hour worked (row 9A), is one of the legally required benefits (row 9).°

The BLS data in Panel A of Table 2 indicate that private sector employers' workers' compensation expenditures ($0.48 per
hour) were 1.99 percent of total remuneration (row 11) and 2.48 percent of gross earnings (payroll) (row 12) in March 2005."°

State and Local Government Employees

The BLS data with respect to state and local government employees' remuneration are only available since 1991. There are
several interesting differences between the employer expenditure patterns in the state and local government sector (Panel B of
Tables 1 to 4) and in the private sector (Panel A). In March 2005, for example, the state and local sector had higher figures than
the private sector for gross earnings per hour ($27.25 vs. $19.37, row 2); benefits other than pay ($8.25 vs. $4.80, row 6); and,
therefore, total remuneration ($35.50 vs. $24.17, row 1). Workers’ compensation costs per hour worked were somewhat lower in
the state and local sector ($0.44) than in the private sector ($0.48) (row 9A). However, because of the higher wages in the gov-
ernment sector, workers' compensation costs as a percentage of gross wages and salaries (payroll) in 2005 were considerably
lower in the state and local government sector than in the private sector (1.61 percent vs. 2.48 percent, row 12), as they have
been each year from 1991 to 2005.

All Non-Federal Employees

The most comprehensive variant of the BLS data, the data for all non-federal employees, is shown in Panel C of Tables 1 to
4. Available since 1991, this grouping, which is the total of private sector employees and state and local government employees,
covers about 95 percent of all U.S. employees.

In March 2005, total remuneration per hour worked for all non-federal employees averaged $25.87 per hour (row 1) and

gross earnings (payroll) averaged $20.56 per hour (row 2). Workers' compensation expenditures were $0.47 per hour in March
2005 (row 9A), which represented 2.29 percent of payroll (row 12).

WORKERS’ COMPENSATION POLICY REVIEW




20

March/April 2006

ENDNOTES

1. Since costs increased in most months between March
2002 and December 2004, the annual averages for 2002,
2003, and 2004 exceed the employers’ costs during March in
those years (as shown in Tables 3 and 4), which means there
is a discontinuity between the data through 2001 and the data
for 2002-04. For example, if the data from March 2002 had
been used in Figure A instead of the annual average for
2002, the employers’ costs in the private sector would have
been 1.96 percent rather than 2.05 percent.

2. The 2005 BLS data on employers’ costs disaggre-
gated by industry, occupation, census region and division,
establishment size, and bargaining status will be analyzed in
the May/June 2006 issue of the Workers’ Compensation Pol-
icy Review.

3. The differences between the NASI data and the BLS
data used in this article in the employers' costs of workers' com-
pensation as a percentage of payroll are greater than is immedi-
ately obvious. The NASI data relate the employers' costs for
workers' compensation only to the payroll of employers who are
covered by state or federal workers' compensation programs.
The costs would be a lower percentage if the base were payroll
for all employers (whether covered or not), which is the base
used for the BLS data.

4. Citations to the U.S. Department of Labor publications
containing the data used to prepare this article are provided in
the references.

5. The data are from the survey conducted in March 2005.
The BLS uses the current-cost approach. That is, the costs do
not pertain to the costs for the previous year. Rather, annual
costs are based on the current price of the benefits and current
plan provisions as of March 2005. The annualized cost of these

March 2005 benefits are then divided by the annual hours
worked to yield the cost per hour worked for each benefit, in-
cluding workers' compensation benefits. Thus, if the annual
workers' compensation premium per worker is $800 and the
employee works 2,000 hours per year, the workers' compensa-
tion cost is $0.40 per hour worked. For further explanation of
the BLS data, see Appendix A of U.S. Department of Labor
2000a.

6. This article uses the term "remuneration" in place of the
term "compensation" that is used in the BLS publications in or-
der to more clearly distinguish between workers' compensation
and remuneration.

7. U.S. Department of Labor 2000a. See Chart 1,
"Coverage of the Employment Cost Index, Total Civilian Em-
ployment, 1999." Comparable data for 2000 to 2005 should not
differ much from the 1999 data.

8. The terms "gross earnings" and "benefits other than
pay" are not used in the BLS publications. These terms are
used here to make the base for calculating workers' compensa-
tion costs as a percentage of payroll comparable to measures
used in other publications.

9. The parentheses around the workers' compensation
figures in row 9A of each panel in Tables 1, 2, 3, and 4 are to
show that these figures are included in the legally required
benefits figures in row 9 of each panel.

10. Relating workers' compensation costs to "gross
wages" (which is straight-time hourly wages plus paid leave and
supplemental pay) is based on advice in an April 7, 1995 letter
to me from Mr. Albert Schwenk, Supervisory Economist, Divi-
sion of Employment Cost Trends, Bureau of Labor Statistics,
U.S. Department of Labor. | appreciate this suggestion from Mr.
Schwenk.

workers’ compensation or related fields.

out of print.

www.workerscompresources.com

John Burton’s Workers’ Compensation Resources currently provides two services to workers’
compensation aficionados. The first is this bi-monthly publication, the Workers’ Compensation Policy Review.
The second is a website at www.workerscompresources.com. Access to portions of the website is currently free.
Other parts of the site are available to subscribers only. The website offers several other valuable features:

e Summaries of the contents of Workers’ Compensation Policy Review and an Author’'s Guide
for those interested in submitting articles for consideration of publication.

¢ An extensive list of international, national, and state or provincial conferences and meetings
pertaining to workers’ compensation and other programs in the workers’ disability system.

e Posting of Job Opportunities and Resumes for those seeking candidates or employment in

e The full text of the Report of the National Commission on State Workmen’s Compensation
Laws. The report was submitted to the President and the Congress in 1972 and has long been
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Workers’ Compensation Benefits: Frequencies and Amounts in 2001

by Florence Blum and John F. Burton, Jr.

This article is the latest in a series of articles we
have written on the frequency, average benefits per
claim, and benefits per 100,000 for four types of cash
benefits and for medical benefits. In our most recent
article (Blum and Burton 2004), we presented 2000
data for 47 jurisdictions as well as information showing
how states compared to the national average for each
of these types of benefits for 1985 to 2000.

In the current article, we update the data through
2001 using a different format than in the earlier articles.
Each of six tables contains the frequency, average
benefits and benefits per 100,000 workers for a particu-
lar type of benefit. We have recently modified our pro-
cedure for calculating these benefits, which explains
the extended lag between the previous and current arti-
cles. We will update this article later this year, at which
time we will explain the new methodology and present
data through 2002 as well as information about how
states compared to the national average for the various
types of benefits from 1995 to 2002.

Most of our data are derived from the various is-
sues of the Annual Statistical Bulletin (ASB) published
by the National Council on Compensation Insurance
(NCCI), supplemented by additional information we ob-
tained from the NCCI and from several states. We
have allocated the ASB data from policy year periods to
calendar years and have to the extent feasible filled in
gaps in the ASB data. The data are incurred benefits,
which means they represent the estimates of the even-
tual amounts of benefits that will be paid for the claims
filed during the policy years. The data published by the
NCCI in the ASB are derived from reports filed by pri-
vate insurance carriers and some competitive state
funds. As a result, the data in our articles exclude the
experience of most exclusive state funds,some com-
petitive state funds, and all self-insuring employers.

Temporary Total Disability Benefits

Frequency. Temporary total disability (TTD) bene-
fits are paid to a worker who is unable to perform his or
her preinjury job (or another job offered by the em-
ployer after the injury) but whose injury is of a tempo-
rary nature. Workers only qualify for these benefits if
they are unable to work for a period longer than the
waiting period. The waiting periods vary among states,
and range from three days to seven days. Thus, a
worker who is unable to work for five days would qualify

for TTD benefits in Connecticut (which has a three-day
waiting period) but not in New Jersey (which has a
seven-day waiting period).

The differences in waiting periods help explain the
differences in the frequency of temporary total disability
benefits shown in Table 1. (The tables begin on page
28). Thus, in 2001 Connecticut had 995 TTD cases per
100,000 workers, while New Jersey had 660 TTD
cases per 100,000 workers. There are other factors,
such as the prevalence of high-risk industries and the
legal standards used to determine whether an injury
qualifies for workers’ compensation benefits, which also
affect the frequency of TTD cases. Wisconsin, which
like Connecticut has a three-day waiting period, had
1,370 TTD cases per 100,000 workers in 2001, consid-
erably more than the 995 cases per 100,000 workers in
Connecticut.

The information in Table 1 is presented in a format
that facilitates interstate comparisons. The frequency
data for temporary total disability benefits are presented
in Columns (1) to (3): Column (1) provides the fre-
quency (or number) of TTD cases per 100,000 workers
for the 47 jurisdictions with data available for 2001, plus
the national average of 881 TTD cases per 100,000
workers for 47 jurisdictions (excluding the Longshore
and Harbor Workers [USL&HW] program); Column (2)
shows each state’s frequency as a percentage of the
national average for TTD claims; and Column (3) pro-
vides the ranking of the jurisdictions in terms of the fre-
quency of TTD cases. The range is from 2,521 TTD
cases per 100,000 workers in the USL&HW program to
331 TTD cases per 100,000 workers in the District of
Columbia.

The information in Table 1, Column (1) and the pre-
viously published data on the frequencies of TTD
claims for 47 jurisdictions for seven years are valuable,
including the evidence of a decline in the national aver-
age from 1,208 TTD claims per 100,000 workers in
1995 to 881 TTD claims per 100,000 workers in 2001.

Average Benefits Per Claim. The temporary total
disability (TTD) cash benefits paid to a worker are af-
fected inter alia by the worker’'s average weekly wage
prior to the injury, by the nominal replacement rate
(typically TTD benefits are 66 2/3 percent of preinjury
earnings), by the weekly maximum and minimum TTD
benefits prescribed by statute, and by the duration of
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the TTD benefits. As previously noted, the waiting peri-
ods for TTD benefits vary among states, and range
from three days to seven days. Thus, workers who are
unable to work for four to seven days would receive
TTD benefits in Connecticut (which has a three-day
waiting period) but would not receive TTD benefits in
New Jersey (which has a seven-day waiting period).
Since there typically are a large number of workers with
four to seven days of lost time, they would reduce the
average for all cases receiving TTD benefits in Con-
necticut but would not reduce the average for all cases
receiving TTD benefits in New Jersey.

The differences in waiting periods help explain the
differences in the average of temporary total disability
cash benefits shown in Table 1, Column (4). Thus, in
2001 the average benefit for workers who obtained
TTD benefits in Connecticut was $3,868 while in New
Jersey the average TTD benefit was $5,746. There are
other factors, such as the statutory provision used to
determine TTD benefits, which also affect the averages
of TTD benefits. Wisconsin, which like Connecticut has
a 3-day waiting period, paid $2,866 in the average TTD
case in 2001, considerably less than the $3,868 aver-
age for TTD benefits in Connecticut.

The information in Table 1, Columns (4)-(6) is pre-
sented in a format that facilitates interstate compari-
sons. The range of average TTD benefits in 2001 was
$9,901 per case in Massachusetts to $2,196 per case
in Oregon.

The information in Table 1, Column (4) and the pre-
viously published data on the averages for TTD claims
for 47 jurisdictions for seven years are interesting, in-
cluding the evidence of an increase in the national av-
erage from $3,016 per TTD claim in 1995 to $5,357 per
TTD claim in 2001.

Cash Benefits Per 100,000 Workers. Table 1,
Column (7) provides the cash benefits per 100,000
workers for cases receiving temporary total disability
benefits for the 47 jurisdictions in our study for the year
2001. The derivation of the data in Table 1, Column (7)
can be illustrated by focusing on the Oregon entry for
2001. There were 1,269 temporary total disability
cases per 100,000 workers in Oregon in 2001 (as
shown in Table 1, Column (1)); the average of the cash
benefits for temporary total disability cases in Oregon in
2001 was $2,196 (as shown in Table 1, Column (4));
the product of 1,269 cases times $2,196 per case is
$2,786,724 of temporary total disability benefits per
100,000 workers in Oregon in 2001 (as shown in Table
1, Column (7)). Due to rounding, numbers may not be
exact.

The information in Table 1, Columns (7)-(9) is pre-
sented in a format that facilitates interstate compari-
sons. The range of TTD cash benefits per 100,000
workers in 2001 was $13,265,502 in the USL&HW pro-
gram to $1,242,789 in the District of Columbia.

The information in Table 1, Column (7) and previ-
ously published data on the TTD cash benefits per
100,000 workers for 47 jurisdictions for seven years
provide evidence of an increase in the national average
from $3,563,498 in 1995 to $4,640,702 in 2001.

Permanent Partial Disability Benefits

Frequency. Permanent partial disability (PPD)
benefits are paid to a worker who has permanent con-
sequences of his or her work-related injury or disease
but the consequences are not totally disabling. The
benefits normally are paid after a worker has reached
the date of maximum medical recovery and is no longer
eligible for temporary disability benefits.

Factors such as the prevalence of high-risk indus-
tries and the legal standards used to determine whether
an injury qualifies for PPD benefits affect the frequency
of PPD cases in various jurisdictions. These and other
factors are reflected in the substantial interjurisdictional
variations in the prevalence of PPD claims shown in
Table 2, Column (1). In 2001, the range was from
1,146 PPD claims per 100,000 workers in the California
to 123 per 100,000 workers in Michigan.

Table 2, Column (1) and the previously published
data provide considerable useful information, including
a slight decrease in the national average of PPD claims
per 100,000 workers from 524 in 1995 to 504 in 2001.

Average Benefits Per Claim. The permanent par-
tial disability (PPD) cash benefits paid to a worker are
affected inter alia by the worker’s average weekly wage
prior to the injury, by the nominal replacement rate
(typically PPD benefits are 66 2/3 percent of preinjury
earnings), by the weekly maximum and minimum PPD
benefits prescribed by statute, and by the duration of
the PPD benefits. As discussed by Burton (2005)
states vary in their approaches to determining the dura-
tion (and sometimes the weekly benefit amount) of PPD
benefits. Some benefits are related to the seriousness
of the worker’s injury (the impairment approach); some
PPD benefits are related to the extent of loss of earning
capacity; some PPD benefits are related to the actual
loss of earnings; often states use more than one of
these approaches depending on the nature of the injury
or other factors.
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The resulting differences in weekly PPD benefits
and durations among states explain the considerable
variations among states in the average cash benefits
for PPD claims shown in Table 2, Column (4). The
range of average PPD benefits in 2001 was from
$114,361 per case in Michigan to $18,127 per case in
Texas.

The information in Table 2, Column (4) and previ-
ously published data on the averages for PPD claims
for 47 jurisdictions for seven years are valuable, includ-
ing the evidence of an increase in the national average
from $31,074 per PPD claim in 1995 to $42,760 per
PPD claim in 2001.

Cash Benefits Per 100,000 Workers. Table 2,
Column (7) provides the cash benefits per 100,000
workers for cases receiving permanent partial disability
benefits for the 47 jurisdictions in our study for the year
2001. The range of PPD cash benefits per 100,000
workers in 2001 was from $84,683,940 in the USL&HW
program to $4,128,297 in Utah.

The information in Table 2, Column (7) and previ-
ously published data on the PPD cash benefits per
100,000 workers for 47 jurisdictions for seven years are
valuable, including the evidence of an increase in the
national average from $14,338,590 in 1995 to
$19,763,347 in 2001.

Permanent Total Disability Benefits

Frequency. Permanent total disability (PTD) bene-
fits are paid to a worker who has permanent conse-
quences of his or her work-related injury or disease and
the consequences are totally disabling. Factors such as
the prevalence of high-risk industries and the legal
standards used to determine whether an injury qualifies
for PTD benefits affect the frequency of these cases in
various jurisdictions. There are also relatively few PTD
cases, which can result in substantial year-to-year
variations in a state. These and other factors are re-
flected in the substantial interjurisdictional variations in
the prevalence of PTD claims shown in Table 3, Col-
umn (1). In 2001, the range was from 71 PTD claims
per 100,000 workers in the USL&HW program to zero
PTD claims per 100,000 workers in the District of Co-
lumbia, Rhode Island, and South Dakota.

Table 3, Column (1) and the previously published
data provide considerable useful information, including
the stability in the national average of 6 to 9 PTD claims
per 100,000 workers between 1995 and 2001.

Average Benefits Per Claim. The permanent total
disability (PTD) cash benefits paid to a worker are af-

March/April 2006

fected inter alia by the worker's average weekly wage
prior to the injury, by the nominal replacement rate
(typically PTD benefits are 66 2/3 percent of preinjury
earnings), by the weekly maximum and minimum PPD
benefits prescribed by statute, and by the duration of
the PTD benefits. Some states limit the duration and/or
total amount of PTD benefits paid to workers who are
totally disabled.

The resulting differences in weekly PTD benefits
and durations among states explain the considerable
variations among states in the average cash benefits
for PTD claims shown in Table 3, Column (4). The
range of average PTD benefits in 2001 was from
$1,204,847 per case in Nevada to $84,442 in Indiana.
(The $0 per case entries for the District of Columbia,
Rhode Island, and South Dakota are because there
were no PTD cases in those jurisdictions in 2001.) Be-
cause PTD cases are so uncommon, unusual results in
a few cases may significantly affect a state’s average.

The information in Table 3, Column (4) and previ-
ously published data on the averages for PTD claims
for 47 jurisdictions for seven years are valuable, includ-
ing the evidence of an increase in the national average
from $210,480 per PTD claim in 1995 to $247,009 per
PTD claim in 2001.

Cash Benefits Per 100,000 Workers. Table 3,
Column (7) provides the cash benefits per 100,000
workers for cases receiving permanent total disability
benefits for the 47 jurisdictions in our study for the year
2001. The range of PTD cash benefits per 100,000
workers in 2001 was from $19,885,112 in the USL&HW
program to $211,106 in Indiana. (The $0 entries for the
District of Columbia, Rhode Island, and South Dakota
reflect the absence of PTD cases in those jurisdictions
in 2001.)

The information in Table 3, Column (7) and previ-
ously published data on the PTD cash benefits per
100,000 workers for 47 jurisdictions for seven years are
valuable, including the evidence of an increase in the
national average from $1,295,722 in 1995 to
$1,709,751 in 2001.

Death Benefits

Frequency. Death benefits are paid to the survivor
or survivors of a worker who was killed on the job. Fac-
tors such as the prevalence of high-risk industries and
the legal standards used to determine whether an injury
qualifies for death benefits affect the frequency of these
cases in various jurisdictions. As with PTD cases, there
are also relatively few death cases, which can result in
substantial year-to-year variations in a state. These and
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other factors are reflected in the substantial interjuris-
dictional variations in the prevalence of death claims
shown in Table 4, Column (1). In 2001, the range was
from 22 death claims per 100,000 workers in Maine and
the USL&HW program to 1.6 death claims per 100,000
workers in the District of Columbia.

Table 4, Column (1) and the previously published
data provide considerable useful information, including
the stability in the national average of 4 or 5 death
claims per 100,000 workers between 1995 and 2001.

Average Benefits Per Claim. The death cash
benefits paid to a survivor are affected inter alia by the
worker’s average weekly wage prior to the fatality, by
the nominal replacement rate (the percent of earnings
prior to death varies in some states depending on the
number of dependents), by the weekly maximum and
minimum death benefits prescribed by statute, and by
the duration of the death benefits. Some states limit
the duration and/or total amount of death benefits paid
to a surviving spouse, and all states normally limit the
duration of death benefits for children.

The resulting differences in weekly death benefits
and durations among states explain the considerable
variations among states in the average cash benefits
for death claims shown in Table 4, Column (4). The
range of average death benefits in 2001 was from
$1,176,463 per case in the District of Columbia to
$67,446 per case in Arkansas. Because death cases
are so uncommon, unusual results in a few cases may
significantly affect a state’s average.

The information in Table 4, Column (4) and previ-
ously published data on the average of cash benefits
for death claims for 47 jurisdictions for seven years are
instructive, including the evidence of an increase in the
national average from $155,015 per death claim in
1995 to $201,712 per death claim in 2001.

Cash Benefits Per 100,000 Workers. Table 4,
Column (7) provides the cash benefits per 100,000
workers for cases receiving death benefits for the 47
jurisdictions in our study for the year 2001. The range
of death cash benefits per 100,000 workers in 2001
was from $14,979,514 in the USL&HW program to
$283,273 in Arkansas.

The information in Table 4, Column (7) and previ-
ously published data on the death cash benefits per
100,000 workers for 47 jurisdictions for seven years
indicate there was an increase in the national average
from $803,231 in 1995 to $846,633 in 2001.

All Cases with Cash Benefits

We have added a new table to our examination of
workers’ compensation benefits in this article. Table 5
presents information on the frequency, average bene-
fits, and benefits per 100,000 workers for all cases pay-
ing cash benefits (including TTD, PPD, PTD, and fatal
benefits).

Frequencies. The data in Columns (1) to (3) of
Table 5 are presented in a format that facilitates inter-
state comparisons: Column (1) provides the frequency
(or number) of all cash benefit cases per 100,000 work-
ers for the 47 jurisdictions with data available for 2001,
plus the national average of 1,398 cash benefit cases
per 100,000 workers for 47 jurisdictions (excluding the
Longshore and Harbor Workers [USL&HW] program);
Column (2) shows each state’s frequency as a percent-
age of the national average for all cash benefit claims;
and Column (3) provides the ranking of the jurisdictions
in terms of the frequency of all cash benefit cases. The
range is from 3,637 cash benefit cases per 100,000
workers in the USL&HW program to 460 cash benefit
cases per 100,000 workers in the District of Columbia.

The information in Table 1, Column (1) and the pre-
viously unpublished data on the frequencies of all cash
benefit claims for 47 jurisdictions for seven years is
valuable, including the evidence of a decline in the na-
tional average from 1,702 cash benefit claims per
100,000 workers in 1995 to 1,398 claims per 100,000
workers in 2001.

Average Benefits Per Claim. The information in
Table 5, Column (4) is presented in a format that facili-
tates interstate comparisons. The range of average for
cash benefits in all cases paying cash benefits in 2001
was from $36,517 per case in the Longshore and Har-
bor Workers Program to $8,175 per case in Wisconsin.

The information in Table 1, Column (4) and the pre-
viously unpublished data on the national averages for
cash benefits in all cases paying cash benefits for
seven years are interesting, including the evidence of
an increase in the national average from $11,512 per
claim in 1995 to $18,756 per claim in 2001.

Cash Benefits Per 100,000 Workers. The infor-
mation in Table 5, Column (7) is presented in a format
that facilitates interstate comparisons among states in
the cash benefits of all types per 100,000 workers. The
range in 2001 was from $132,814,068 in the Longshore
and Harbor Workers program to $8,606,543 in Indiana
per 100,000 workers in 2001.
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The information in Table 1, Column (7) and the pre-
viously published data on the national averages for
cash benefits jurisdictions for seven years are interest-
ing, including the evidence of an increase in the na-
tional average from $19,814,624 per 100,000 workers
in 1995 to $26,960,434 per 100,000 workers in 2001.

Medical Benefits in All Cases

Frequencies. In addition to the four types of cases
with cash benefits, there are workers’ compensation
cases that pay medical benefits but no cash benefits.
These medical-only cases typically involve relatively
minor injuries that require medical treatment but that do
not result in enough lost days for the worker to meet the
waiting period for TTD benefits. These medical-only
cases are relatively common. In 2001, for example,
when the national averages of cases per 100,000 work-
ers were 881 TTD, 504 PPD, 7.8 PTD, and 4.7 fatal
cases (for a total of 1,398 cases per 100,000 workers
paying cash benefits), there were an additional 4,132
medical only cases per 100,000 workers.

The sum of the cases paying cash benefits and
cases paying medical benefits only in 2001 was 5,530
cases per 100,000 workers, as shown in Table 6, Col-
umn (1). Factors such as the prevalence of high-risk
industries and the legal standards used to determine
whether an injury qualifies for workers’ compensation
benefits affect the frequency of compensable cases in
various jurisdictions. These and other factors are re-
flected in the substantial interjurisdictional variations in
the prevalence of total claims shown in Table 6, Col-
umn (1). In 2001, the range was from 10,089 total
claims per 100,000 workers in the USL&HW program to
1,313 total claims per 100,000 workers in the District of
Columbia.

Table 6, Column (1) and previously published data
provide considerable useful information, including the
decrease in the national average from 7,115 total
claims per 100,000 workers in 1995 to 5,530 per
100,000 workers in 2001.

Average Benefits per Claim. Medical benefits are
paid both in cases in which the worker receives cash
benefits and in medical-only cases, in which the worker
has medical expenses because of the work-related in-
jury or disease but the worker does not qualify for cash
benefits. The averages for medical benefits in a juris-
diction will be affected inter alia by the general cost of
medical care in the state, the use of managed care in
the workers’ compensation program, the use of medical
fee schedules, and (arguably) the decision about
whether the worker or the employer controls the choice
of the treating physician.
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These factors help explain the considerable varia-
tions among states in the averages for medical benefits
in total cases (medical-only plus cases with cash as
well as medical benefits) shown in Table 6, Column (4).
The range of average medical benefits in 2001 was
from $11,951 per case in California to $1,836 per case
in Rhode Island.

The information in Table 6, Column (4) and previ-
ously published data on the averages of medical bene-
fits for all claims for 47 jurisdictions for seven years are
valuable, including the evidence of the increase in the
national average from $2,767 per case in 1995 to
$5,920 per claim in 2001.

Medical Benefits Per 100,000 Workers. Table 6,
Column (7) provides the medical benefits per 100,000
workers for cases receiving medical benefits in medi-
cal-only cases or in cases with cash benefits for the 47
jurisdictions in our study for the year 2001. The range
of medical benefits per 100,000 workers in 2001 was
from $84,949,380 in the USL&HW program to
$7,151,157 in the District of Columbia.

The information in Table 6, Column (7) and previ-
ously published data on the medical benefits per
100,000 workers for 47 jurisdictions for seven years are
instructive, including the evidence of an increase in the
national average from $19,177,813 in 1995 to
$32,771,314 in 2001.

Conclusions

The 2001 data in Tables 1 to 6, plus similar data for
2000 in Blum and Burton (2004), and earlier data from
1995 to 1999 in Blum and Burton (2002) and Blum and
Burton (2003) indicate that states differ widely in the
frequency, average benefits, and benefits per 100,000
workers for four different types of cash benefits and for
medical benefits. One particularly striking result is the
decline in the total frequency (cases paying cash bene-
fits and/or medical benefits) from 7,115 cases per
100,000 workers in 1995 to 5,530 cases per 100,000
workers in 2001. Another compelling result is the sub-
stantial variations among jurisdictions in the frequen-
cies and benefits of the various types of cash and medi-
cal benefits. We will provide a more systematic analy-
sis of these intertemporal and interjurisdictional differ-
ences in an article later this year that will also include
data on 2002 benefits.
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ENDNOTES

1. In Blum and Burton (2002) we provided three types of
data not previously published. The first was state data on
frequency of claims per 100,000 workers for four types of
cash benefits and for medical benefits; the second was state
data on average benefits per claim for the four types of cash
benefits and for medical benefits; the third was state data on
cash benefits per 100,000 workers for four types of cash
benefits. In Blum and Burton (2002) we presented these
three types of data for 1995 to 1998 (Tables 1A-15A). In
Blum and Burton (2003) we updated Tables 1A-15A to 1999
and published four years of data (1996-1999). In Blum and
Burton (2004), we updated the data to 2000 but presented the
data in a different format. Table 1 included 2000 state data
on frequency of claims per 100,000 workers for four types of
cash benefits. Table 2 included 2000 state data on average
benefits per claim for the four types of cash benefits. Table 3
included 2000 state data on cash benefits per 100,000 work-
ers for four types of cash benefits. Finally, Table 4 included
2000 state data on medical benefits for all three types of data.

2. Some of the tables in Blum and Burton (2003) include
data on West Virginia, which has an exclusive state fund.

3. Oregon was chosen for this example because the
policy period (January to December) corresponds to the cal-
endar year. We use a somewhat different methodology for
states where two policy periods overlap a calendar year. This
methodology will be explicated in a subsequent article this
year in which we will also add data for 2002.

4. The NCCI publishes average medical benefits for
medical only cases, for cases with cash benefits, and for all
cases. In states with a short waiting period, the medical only
cases involve relatively minor injuries and therefore the aver-
age medical benefits for the medical only cases as well as the
averages for the cases with cash benefits are artificially low
compared to states with longer waiting periods. Using the
average medical benefits for all cases removes this artificial
impediment to interstate comparability.
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WORKERS’ COMPENSATION COMPENDIUM 2005-06

The Workers’ Compensation Compendium 2005-06 is the first edition of an annual publication de-
signed to serve several audiences:

(1) workers’ compensation practitioners, such as state and federal administrators and adjudications, em-
ployers, union officials, insurers, attorneys, who need current information about the benefit levels, coverage pro-
visions, costs, and other aspects of workers’ compensation programs in various states;

(2) workers’ compensation policymakers who want analyses of significant issues, such as the policies
that may control workers’ compensation medical costs and the challenges to the exclusive remedy provision,
which limits the right of injured workers’ to bring tort suits against their employers; and

(3) researchers who need information about recent studies and program developments in order to im-
prove their own analyses.

The 2005-06 Compendium consists of six parts published in two volumes.

Volume One contains Parts | and Il of the 2005-06 Compendium.

Part | includes reprints of significant articles from the first 26 issues of the Workers’ Compensation Policy
Review, spanning the issues from January/February 2001 through March/April 2005, as well as some material
that appeared in subsequent issues.

Part | also includes significant articles, chapters, and reports that were originally published elsewhere
but that warrant reprinting in the 2005-06 Compendium. The articles originally appeared in the Monthly Labor
Review, The Millbank Quarterly, the Journal of the American Medical Association, the Journal of Occupational
and Environmental Medicine, and the IAIABC Journal. The chapters and reports originally appeared in the Inter-
national Encyclopedia of Business & Management and in publications of the Workers Compensation Research
Institute, the Labor and Employment Relations Association (formerly the Industrial Relations Research Associa-
tion), the RAND Institute for Civil Justice and Health, and the California Commission on Health and Safety and
Workers’ Compensation.

Part Il contains a detailed Subject Index plus a Jurisdiction Index to the articles, chapters, and reports
contained in Part I.

Volume One Examines a Variety of Topics Pertaining to Workers’ Compensation.

There are 45 separate entries (articles, chapters, and reports) and 422 pages in Part |. The Table of
Contents can be examined at the Web site www.workerscompresources.com under Workers’ Compensation
Compendium. A brochure with more information on the Compendium can be obtained by calling 732-274-0600
or by faxing a request to 732-274-0678.

The Workers’ Compensation Compendium Volume One can be ordered through any bookstore using the
10-digit ISBN: 0-9769257-0-2 or the 13-digit ISBN: 978-0-9769257-0-5 at the price of $69.95. An order form is
included on the back page of this issue of the Workers’ Compensation Policy Review, which includes a special
rate for subscribers to the Policy Review.

Volume Two contains Parts Ill to VI of the 2005-06 Compendium.
Part lll, Section A contains The Workers’ Compensation Policy Review Guide to U.S. and Canadian

National and Multi-Jurisdictional Data and Information on Workers’ Compensation Programs. The Guide to Data
and Information includes a catalogue of sources of available data and information on eleven topics, including in-
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ter alia coverage of employees and employers, cash benefits prescribed by statute, medical benefits prescribed
by statute, the costs of workers’ compensation, and workers’ compensation insurance arrangements.

The Guide to Data and Information also contains detailed information on the sources from which data
can be obtained.

Part lll, Section B includes a set of 13 tables with extensive information on workers’ compensation pro-
grams, including extensive historical data on the costs of workers’ compensation insurance and on the statutory
adequacy of cash benefits.

Part lll, Section C includes selected tables from the latest report by the National Academy of Social In-
surance on the coverage, benefits, and costs of U.S. workers’ compensation programs.

Part lll, Section D includes information on state workers’ compensation agencies.

Part Ill, Section E provides information on special funds that operated as part of the workers’ compen-
sation programs in many states.

Part Ill, Section F documents the extent of state compliance with the 19 essential recommendations of
the National Commission on State Workmen’s Compensation Laws.

Part lll, Section G includes excerpts from the Model Workers’ Compensation Law published by the
Workmen’s Council of State Governments.

Part IV reproduces the 20 tables from the January 2005 edition of State Workers’ Compensation Laws,
which is published by the Office of Workers’ Compensation Programs, Employment Standards Administration of
the U.S. Department of Labor. We have found this to be the most reliable and comprehensive source of informa-
tion on current U.S. workers’ compensation programs. We appreciate the assistance of Shelby Hallmark of the
U.S. Department of Labor in making this publication available to us on a timely basis.

Part V provides descriptions of three organizations that conduct and sponsor research on workers’ com-
pensation and workplace safety and health. They are the Workers Compensation Research Institute, the Califor-
nia Commission on Health and Safety and Workers’ Compensation, and the Institute for Work and Health.

Part VI is an index to the material contained in Parts Il to V.

Volume Two provides a plethora of information and data on workers’ compensation programs.

There are 319 pages in Parts Il to V plus the index on Part VI. The Table of Contents can be examined
at the Web site www.workerscompresources.com under Workers” Compensation Compendium. A brochure with
more information on the Compendium can be obtained by calling 732-274-060 or by faxing a request to 732-274-
0678.

The Workers’ Compensation Compendium Volume Two can be ordered through any bookstore using the
10 digit ISBN: 0-9769257-1-0 or the 13 digit ISBN: 978-0-9769257-1-2 at the price of $59.95. An order form is
included on the back page of this issue of the Workers’ Compensation Policy Review, which includes a special
rate for subscribers to the Policy Review.

WORKERS’ COMPENSATION POLICY REVIEW
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Order Form for
Workers’ Compensation Compendium 2005-06

with Special Pricing for Subscribers to the Workers’ Compensation Policy Review Valid until June 30, 2006

Workers’ Compensation Compendium Volume One
Copies at $55.95 (normal price $69.95)

Workers’ Compensation Compendium Volume Two
___ Copies at $47.95 (normal price $59.95)

Total for Volumes

Sales Tax: Add 6% if Shipped to New Jersey

Shipping and Postage
$12 per Volume in US; $15 per Volume outside US
Shipping and Postage - NO CHARGE - if both Volumes

ordered concurrently

Total
Fax Orders: Send this Form to 732-274-0678
E-Mail Orders: www.workerscompresources.com and click on
Workers’ Compensation Compendium
Mail Orders: Send this form to:

Workers’ Disability Income Systems, Inc. (or WDIS, Inc.)
56 Primrose Circle
Princeton, NJ 08540

Telephone Orders: Call 732-274-0600

Name: Title:

Company:

Address:

City: State: Zip Code:

Fax: E-Mail: Phone No.:
Q Check enclosed
Credit Card # Exp. Date: /

q Bill Me Q VISA Q Master Card Q AMEX

Signature:

Please make checks payable to WDIS, Inc.
Compendium 32 WCPR
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