Follow-up Information from Research Analysts
Material in response to questions raised at the January 9, 2015 MAC meeting

Contacts: Gary.A.Helmer@Oregon.gov - 503-947-7325, Donald.P.Gallogly@Oregon.gov - 503-947-7020
Information Technology and Research Section — Department of Consumer and Business Services

1. General information

We publish a report about the workers” compensation system. It is the Report on the Oregon
Workers’ Compensation System at
http://www4.cbs.state.or.us/ex/imd/external/reports/index.cfm?fuseaction=dir&ltemID=2000

The 2014 report will be posted shortly.

2. Average PPD awards and average CDA awards

Data on average PPD awards and on average CDA awards is attached; see page 2.

3. Return-to-work and benefit comparisons with other states

These studies take a large amount of effort, so they are usually confined to individual states. Two
recent studies are described below.

The first looks at New Mexico claimants injured between 1994 and 2000. The goal was to
measure wage loss 10 years after injury. The comparison set was the set of medical-only claims;
in New Mexico, medical-only claims are those claims with less than 7 days away from work.
The study uses federal wage data, so claimants who moved out of New Mexico or became self
employed could still be tracked. See pp. 3-4.

The second is one of a series of worker outcomes reports that have been done for a number of
states by the Workers” Compensation Research Institute. This report was done for Connecticut. It
consisted of an injured worker survey done in 2014 for 2011 injuries. The use of the survey
permitted the inclusion of a wide range of variables. The executive summary and a table listing
the major findings are attached; see pp. 5-7.

4. PPD benefits in Oregon and other states

The International Association of Industrial Accident Boards and Commissions (IAIABC) and the
Workers” Compensation Research Institute (WCRI) publish an annual report on workers’
compensation laws. The attached pdf is taken from Workers’ Compensation Laws as of January
1, 2014, pp 38-49.

5. Effect of EAIP on temporary disability

We are looking at this issue, but we do not have anything ready at this time.


mailto:Gary.A.Helmer@Oregon.gov
mailto:Donald.P.Gallogly@Oregon.gov
http://www4.cbs.state.or.us/ex/imd/external/reports/index.cfm?fuseaction=dir&ItemID=2000

Average PPD awards and average CDA awards

Claims

resolved by  Percentage of Awerage

closure, with  closed claims  Awverage PPD CDAs CDA

Year PPD with PPD award approved  award
2000 6,937 29.0% $7,767 3,144 $12,691
2001 7,004 29.6% $8,291 3,143 $12,504
2002 6,712 30.3% $8,554 3,207 $14,001
2003 6,223 29.8% $9,081 3,040 $13,553
2004 6,285 30.0% $9,567 2,869 $15,267
2005 6,272 30.7% $9,976 2,923 $14,950
2006 6,347 29.5% $9,563 2,954 $17,671
2007 6,336 28.7% $9,769 3,050 $17,213
2008 6,021 28.7% $10,157 3,182 $19,673
2009 5,726 30.8% $10,515 3,446 $18,746
2010 5,001 29.1% $10,743 3,304 $19,885
2011 4,774 27.9% $10,847 3,180 $20,818
2012 4,704 27.0% $10,454 2,956 $19,790
2013 4,647 26.3% $11,112 3,025 $20,298

About 26 percent of claims that resolved by closure in 2013 received permanent partial disability awards, a
historical low that continues the recent declining trend.

In 2013, the average award for those claims was $11,112, continuingthe generally upward trend, whichis
mostly due to statutory increases. The effects of a 2003 law change that instituted aformulafor benefit level
changes began to account for most PPD awards in 2006.

These PPD data are reported by the year of the last claim closure. The average awards include the initialawards
made by insurers and the netamounts that were awarded during the appeal process, summed overall claim
closures. Datawill change as claims are opened and closed.

Closed claims do notinclude initial claims resolved by claim disposition agreement, none of which receive aPPD
award butall of which release future PPDliability. The upward trend for claims resolved by initial-claim CDA

accounts forsome of the decline inthe number of PPD claims.

SB 1197 authorized claim disposition agreements CDAs in 1990. In 2013, 3,025 CDAs were approved. A total of
$61.4 million was paid, an average of about $20,300.

Notes: the CDA shown here are all approved CDAs, not justinitial-claim CDAs. Also, the averagesinclude
claimant attorney fees.

Source: Report on the Oregon Workers’ Compensation System, 2014.
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Using Linked Federal and State Data to Study the Adequacy of Workers’ Compensation
Benefits

Seth A. Seabury, PhD, Ethan Scherer, MPP, Paul O’Leary, PhD, Al Ozonoff, PhD, and
Leslie Boden, PhD

AMERICAN JOURNAL OF INDUSTRIAL MEDICINE 57:1165-1173 (2014)

Background We combined federal and state administrative data to study the long-term
earnings losses associated with occupational injuries and assess the adequacy of workers’
compensation benefits.

Methods We linked state data on workers” compensation claims from New Mexico for
claimants injured from 1994 to 2000 to federal earnings records from 1987 to 2007. We
estimated earnings losses up to 10 years after injury and computed the fraction of losses
replaced by benefits.

Results Workers with lost-time injuries lost an average of 15% of their earnings over the
10 years after injury. On average, workers’ compensation income benefits replaced 16%
of these losses. Men and women had similar losses and replacement rates. Workers with
minor injuries had lower losses but also had lower replacement rates.

Conclusion Earnings losses after an injury are highly persistent, even for comparatively
minor injuries. Income benefits replace a smaller fraction of those losses than previously
believed.

Selected portions of the text:

This research takes advantage of a dataset linking state workers compensation data from New
Mexico to federal earnings data from the Social Security Administration (SSA) and the Internal
Revenue Service (IRS) for 3 years before and up to 10 years after a workplace injury. The
dataset allows the evaluation of the long-term earnings losses and replacement rates of injured
workers and test for systematic differences in self-employment before and after an injury.

We used multivariable regression to estimate the post-injury difference in earnings between
injured and comparison workers while controlling for observed and unobserved factors that
could influence earnings. All dollar values were normalized to year 2007 dollars using the West
Region Consumer Price Index (CPI).

We used the medical-only cases in our data as comparison workers. Because these medical-only
cases involve seven or fewer lost days, the underlying severity of the injuries is (presumably)
low and should result in little long-term physical impairment.

The workers’ compensation and IRS earnings data provide a rich set of covariates, including
gender, age, firm size, job tenure, and pre-injury employment and wage patterns. The covariates
we included in the regression model are:
e the variability of pre-injury earnings as measured by the coefficient of variation (standard
deviation divided by the mean) over the entire pre-injury period, by quartile,
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¢ the number of years employed in the prior eight years before injury,

e the size of the at-injury employer, based on the total number of workers in the U.S.,
e industry, two-digit Standard Industrial Classifications (SIC),

e whether the worker was in the public or private sector at the time of injury,

e tenure at the firm at the time of injury, and
e age at the time of injury, in 5-year intervals.

To estimate the cumulative earnings losses over the 10 years post-injury, we calculated the
present discounted value (PDV) of the sum of the estimated differences from the individual
years.

Because workers’ compensation benefits are not taxed, we estimated both the before-tax and
after-tax replacement rate. The after-tax calculation uses average marginal tax rates

for wages at the state and federal level using the TAXSIM model ... compiled by the National
Bureau of Economic Research for the state of New Mexico .... Our sample of workers has lower
wages than the average in the state. As a result, our estimates reflect higher marginal tax

rates than actually experienced by injured workers and these rates leads to lower after-tax
income. Thus, our replacement rate estimates will likely over-represent after-tax workers’
compensation benefits and thus will produce more conservative estimates of earnings losses.

Results
TABLE Il. Cumulative Eamings Losses and Replacement Rates Ten'Years After the'Year of Injury

Potential Replacement rate
Years Earnings uninjured Proportional Total indemnity
frominjury losses(2007$) earnings(2007S) eamings loss (%) (2007%) Before-tax (%)  After-tax (%)
By gender
Males 10 38,725 262,732 15 5,553 13 17
Females 10 30,541 188,796 16 3,737 11 15
By gender and injury severity
Males
Moderate TTD 10 27,396 264,072 10 826 3 4
SevereTTD 10 45,042 258,503 17 6,638 15 20
PPD 10 56,122 303,666 19 14,395 25 35
Females
Moderate TTD 10 21,287 193605 1 646 3 4
SevereTTD 10 36,869 183,245 20 4,857 13 18
PPD 10 46,783 213,775 22 9,704 21 28

Note:The presentdiscountedvalueis calculated using a0.02 9 discount ratebeginningtheyearofinjury. Aftertaxcalculationuses average taxratesforwages atthestate and
federal level compiled by the National Bureau of Economic Research (http://www.nber.org/taxsim /~taxsim/alby /).

The proportional earnings loss is the earnings losses divided by the potential uninjured earnings. The
replacement rate is the total indemnity divided by the earnings losses.
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Predictors of Worker Outcomes in Connecticut
Bogdan Savych, Vennela Thumala, Richard A. Victor
Workers’ Compensation Research Institute, WC-15-03, January 2015

EXECUTIVE SUMMARY

This study examines key outcomes achieved by injured workers in Connecticut and 11 other states. The
primary focus is on the predictors of worker outcomes. This study is the ninth in a series of studies of the
outcomes of injured workers in a growing number of states. The outcomes analyzed are typically important
to many workers when they have a workplace injury.!
=  Recovery of physical health and functioning

= Return to work

=  Earnings recovery

= Access to medical care

= Satisfaction with medical care

Not coincidently, these outcomes are commonly raised in significant public policy debates about the
performance of the workers’ compensation systems. However, these are often raised by advocates in the form
of assertions or anecdotes. The Workers Compensation Research Institute (WCRI) worker outcomes studies
seek to ground those discussions in data on the outcomes achieved by workers.

This study is part of Phase 2 of a four-phase study. The objective of Phases 1 and 2 of this study is to
identify important predictors of these worker outcomes. By predictors we mean factors that demonstrate a
strong statistical association with better or poorer outcomes. This statistical association may also be causal,
but may not be’

In distinguishing these predictors, we identify factors that may help public officials, payors, and health
care providers to better predict which cases are more likely to have poorer outcomes. For example, if we
found that workers who were diabetic were more likely to have slower returns to work, then payors might
want to evaluate the effectiveness of targeting special interventions to facilitate return to work, and health care
providers might want to assess if coordination of care is necessary in cases where the doctor treating the back
pain is different from the doctor who is treating the patient’s diabetes.

The study examines outcomes of Connecticut workers who were injured in 2011 and interviewed in
2014. We also include information for workers injured in 11 other states: Arkansas, Indiana, Iowa,
Massachusetts, Michigan, Minnesota, North Carolina, Pennsylvania, Tennessee, Virginia, and Wisconsin.

Looking ahead, the objective of Phase 3 is to benchmark the outcomes achieved by injured workers in
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different states. Equipped with this information, policymakers and stakeholders will be armed with more
robust information with which to debate future system enhancements. In Phase 4, we expect to revisit states
that had significant system reforms in order to measure the impact of those reforms on worker outcomes.

In this study, we analyze a wide range of possible predictors, some of which are based on data that are not

usually available in workers' compensation data systems.

= Injury characteristics

=  Unrelated health conditions or comorbidities
=  ‘Worker characteristics

= Attributes of the work environment

= Local labor market conditions
The major predictors found to be significant in the statistical analysis were:

= Recovery of physical health and functioning: measure of trust in the work relationship, workers’ age, and
educational attainment.

=  Return to work: injury type and severity, measure of trust in the work relationship, workers’ age,
educational attainment, tenure, and comorbidities (hypertension and heart problems).

=  Earnings recovery: injury type and severity and measure of trust in the work relationship.

= Access to medical care: injury type and severity, measure of trust in the work relationship, and workers’
English language proficiency.

=  Satisfaction with medical care: injury type and severity, measure of trust in the work relationship, and

workers’ English language proficiency.

PREDICTORS ANALYZED

We analyze a large and diverse set of predictors, including:

Table 1.1 Predictors Examined in This Study

Category Examples
Injury characteristics Severity, type
Diabetes, hypertension, heart problems, lung conditions, smoking history, prior
Unrelated health conditions work injury
Worker characteristics Education, language proficiency, age, gender, marital status, stable job history

Job satisfaction; trust; industry; job tenure; wage level; part-time, hourly, or
Work environment salaried

Labor market conditions Local unemployment rate, urbanization
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Tahble 5.1 Case-Mix Adjustment Variables

Variable

Strength of Relationship with Outcome Variables

Worker demographics

Age

Gender
Marital status
Education

Language chosen to be interviewed

Predictor of recovery, return to work, duration of disability,
earnings losses, and some measures of satisfaction with provider

Mot a strong predictor once we account for other correlates
Mot a strong predictor of outcomes

Predictor of recovery, return to work, and duration of disability
Predictor of satisfaction with care and provider

Employment characteristics
Tenure with employer

Wage

Part-time status

Hourly worker

Fredictor of return to work

Predictor of recovery and return to work

Predictor of return to work and duration of disability
Fredictor of duration of disability

Multiple employers in the year before injury Mot a strong predictor once we account for other correlates
Satisfaction with job at the time of injury Fredictor of recovery, return to work, and satisfaction with care

Worker was concerned that he/she would be

fired or laid off

Employer’s payroll size

Industrial classification

Metropolitan statistical area

Fredictor of all measures included in this report

Predictor of satisfaction with care, but not a statistically strong
predictor of other outcomes

Predictor of duration of disability. but not a statistically strong
predictor of other outcomes

Fredictor of return to waork

Injury characteristics
Mature of injury
Perceived severity

Pradictor of all measures included in this report
Pradictor of all measures included in this report

Comorbidities
Cancer

Diabetes

Heart problems
Hypertension
Lung conditions

Smoking history

Mot a strong predictor once we account for other correlates
Predictor of earnings losses and satisfaction with care
Predictor of recovery. return to work, and satisfaction with care
Predictor of return to work

Mot a strong predictor once we account for other correlates

Predictor of duration of disability

Other

Unemployment rate

Fredictor of return to work
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