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Preface

This is the twelfth report the Academy has issued on
workers” compensation national data. Before the
National Academy of Social Insurance began the
publication, the U.S. Social Security Administration
(SSA) produced the only comprehensive national
data on workers’ compensation benefits and costs
with annual estimates dating back to 1946. SSA
discontinued the series in 1995 after publishing data
for 1992-93. In February 1997, the Academy
received start-up funding from The Robert Wood
Johnson Foundation to launch a research initiative
in workers’ compensation with its first task to devel-
op methods to continue the national data series. In
December 1997, it published a report that extended
the data series through 1995. Today funding for the
project comes from the Social Security
Administration, the Centers for Medicare &
Medicaid Services, and the U.S. Department of
Labor. In addition, the National Council on
Compensation Insurance and National Association
of Insurance Commissioners provide access to
important data for the project. Without support
from these sources, continuing this vital data series
would not be possible.

This is the fifth edition of the report co-authored by
Ishita Sengupta, Virginia Reno, and me. Ishita war-

rants her name being listed first in recognition of the
amounts of time and energy she devoted to the pub-
lication. This report also benefited from the expertise

of members of the Study Panel on National Data on
Workers' Compensation, who gave generously of
their time and knowledge in advising on data
sources and presentation, interpreting results, and
reviewing the draft report. The panel is listed on
page ii. We would like to especially acknowledge
Barry Llewellyn, Senior Divisional Executive and
Actuary with the National Council on
Compensation Insurance; Eric Nordman, Director
of Research, National Association of Insurance
Commissioners; Greg Krohm, Executive Director,
International Association of Industrial Accident
Boards and Commissions; and Les Boden, Professor,
Boston University, who provided the Academy with
data and their considerable expertise on many data
issues. We also thank Frank Neuhauser, University of
California, Berkeley; Allan Hunt, Upjohn Institute;
Mike Manley, Oregon Department of Consumer
and Business Services; Alex Swedlow, California
Workers’ Compensation Institute; and Doug
Holmes, UWC for their suggestions for this report.
This report also benefited from helpful comments
during Board review by Bill Johnson, Rene Parent
and Hank Patterson.

John E Burton, Jr.
Chair, Study Panel on National Data on Workers

Compensation
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Highlights

This report provides a benchmark of the coverage,
benefits, and costs of workers” compensation to facil-
itate policymaking and comparisons with other
social insurance and employee benefit programs.
Workers’ compensation pays for medical care,
rehabilitation, and cash benefits for workers who are
injured on the job or who contract work-related
illnesses. It also pays benefits to families of workers
who die of work-related causes. Each state has its
own workers’ compensation program.

Need for this Report

The lack of uniform reporting of states’ experiences
with workers’ compensation makes it necessary to
piece together data from various sources to develop
estimates of benefits paid, costs to employers, and
the number of workers covered by workers” compen-
sation. Unlike other U.S. social insurance programs,
state workers’ compensation programs have no feder-
al involvement in financing or administration. And,
unlike private pensions or employer-sponsored
health benefits that receive favorable federal tax treat-
ment, no federal laws set standards for “tax-quali-
fied” plans or require comprehensive reporting of
workers’ compensation coverage and benefits.! The
general lack of federally-mandated data means that
states vary greatly in the data they have available to
assess the performance of workers” compensation
programs.

For more than forty years, the research office of the
U.S. Social Security Administration produced
national and state estimates of workers” compensa-
tion benefits, but that activity ended in 1995. In
response to requests from stakeholders and scholars
in the workers’ compensation field, the National
Academy of Social Insurance took on the challenge
of continuing that data series. This is the Academy’s
twelfth annual report on workers’ compensation
benefits, coverage, and costs. This report presents
new data on developments in workers’ compensation
in 2007 and updates estimates of benefits, costs, and
coverage for the years 2003—-2006. The revised esti-
mates in this report replace estimates in the
Academy’s prior reports.

Target Audience

The audience for the Academy’s reports on workers’
compensation includes journalists, business and
labor leaders, insurers, employee benefit specialists,
federal and state policymakers, and researchers in
universities, government, and private consulting
firms. The data are published in the Swtistical
Abstract of the United States by the U.S. Census
Bureau, /njury Facts by the National Safety Council,
Employee Benefit News, which tracks developments
for human resource professionals, and Fundamentals
of Employee Benefit Programs from the Employee
Benefit Research Institute. The U.S. Social Security
Administration publishes the data in its Annual
Statistical Supplement to the Social Security Bulletin.
The federal Centers for Medicare & Medicaid
Services use the data in their estimates and projec-
tions of health care spending in the United States.
The National Institute for Occupational Safety and
Health uses the data to track the cost of workplace
injuries in the United States. In addition, the
International Association of Industrial Accident
Boards and Commissions (the organization of state
and provincial agencies that administer workers’
compensation in the United States and Canada) uses
the information to track and compare the perfor-
mance of workers’ compensation programs in the
United States with similar systems in Canada.

The report is produced with the oversight of the
members of the Academy’s Study Panel on National
Data on Workers' Compensation, who are listed in
the front of this report. The Academy and its expert
advisors are continually seeking ways to improve the
report and to adapt estimation methods to track new
developments in the insurance industry and in work-
ers compensation programs.

Workers’ Compensation and
Other Disability Benefits

Workers’ compensation is an important part of
American social insurance. As a source of support for
disabled workers, it is surpassed in size only by Social
Security Disability Insurance and Medicare. Workers’
compensation programs in the fifty states, the
District of Columbia, and federal programs paid

1 There is a new reporting requirement enacted in 2007, Section 111 of S 2499 (now Public Law No. 110-173) that workers’
compensation claims administrators must report to the CMS (Centers for Medicare and Medicaid Services) information about

workers’ compensation recipients who are entitled to Medicare.
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Table 1

Workers’ Compensation Benefits*, Coverage, and Costs**, 2006-2007, Summary

Change
Aggregate Amounts 2006 2007 In Percent
United States
Covered workers (in thousands) 130,339 131,734 1.1
Covered wages (in billions) $5,543 $5,855 5.6
Workers' compensation benefits paid (in billions) 54.3 55.4 2.0
Medical benefits 26.3 27.2 3.3
Cash benefits 28.0 28.3 0.8
Employer costs for workers' compensation (in billions) 87.3 85.0 2.7
California
Covered workers (in thousands) 15,256 15,395 0.9
Covered wages (in billions) $734 $775 5.5
Workers' compensation benefits paid (in billions) 10.1 9.9 -2.2
Medical benefits 5.1 5.4 5.4
Cash benefits 5.0 4.5 -10.0
Employer costs for workers' compensation (in billions) 17.0 14.6 -14.3
Outside California
Covered workers (in thousands) 115,083 116,339 1.1
Covered wages (in billions) $4,808 $5,081 5.7
Workers' compensation benefits paid (in billions) 44.2 45.5 3.0
Medical benefits 21.2 21.8 2.8
Cash benefits 23.0 23.7 3.2
Employer costs for workers' compensation (in billions) 70.3 70.4 0.1
Amount per $100 of Change In
Covered Wages Amount”
United States
Benefits paid $0.98 $0.95 -$0.03
Medical payments 0.47 0.46 -0.01
Cash payments to workers 0.51 0.48 -0.03
Employer costs 1.58 1.45 -0.13
California
Benefits paid $1.38 $1.28 -$0.10
Medical payments 0.70 0.69 -0.01
Cash payments to workers 0.69 0.58 -0.11
Employer costs 2.32 1.88 -0.44
Outside California
Benefits paid $0.92 $0.90 -$0.02
Medical payments 0.44 0.43 -0.01
Cash payments to workers 0.48 0.47 -0.01
Employer costs 1.46 1.39 -0.07

# Figures may not add to total due to rounding.
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Table 1 continued

ok

efits paid in the current as well as future years.

Benefits are payments in the calendar year to injured workers and to providers of their medical care.

Costs are employer expenditures in the calendar year for workers' compensation benefits, administrative costs, and/or
insurance premiums. Costs for self-insuring employers are benefits paid in the calendar year plus the administrative costs
associated with providing those benefits. Costs for employers who purchase insurance include the insurance premiums
paid during the calendar year plus the payments of benefits under large deductible plans during the year. The insurance
premiums must pay for all of the compensable consequences of the injuries that occur during the year, including the ben-

Source: National Academy of Social Insurance estimates based on Tables 2, 8, 9, 11, 12 and D1.

$55.4 billion in benefits in 2007. Of the total, $27.2
billion paid for medical care and $28.3 billion paid
for cash benefits (Table 1).

Workers’ compensation differs from Social Security
disability insurance and Medicare in important ways.
Workers’ compensation pays for medical care for
work-related injuries beginning immediately after the
injury occurs; it pays temporary disability benefits
after a waiting period of three to seven days; it pays
permanent partial and permanent total disability
benefits to workers who have lasting consequences of
disabilities caused on the job; in most states it pays
rehabilitation and training benefits for those unable
to return to pre-injury careers; and it pays benefits to
survivors of workers who die of work-related causes.
Social Security, in contrast, pay benefits to workers
with long-term disabilities of any cause, but only
when the disabilities preclude work. Social Security
also pays for rehabilitation services and survivor ben-
efits to families of deceased workers. Social Security
begins after a five-month waiting period and
Medicare begins twenty-nine months after the onset
of medically verified inability to work. In 2007,
Social Security paid $95.9 billion in cash benefits to
disabled workers and their dependents, while
Medicare paid $57.2 billion for health care for dis-
abled persons under age 65 (SSA, 2008d and CMS,
2008).

Paid sick leave, temporary disability benefits, and
long-term disability insurance for non-work-related
injuries or diseases are also available to some workers.
About 43 percent of all private sector employees are
not provided any paid sick leave (BLS, 2007a). Sick
leave typically pays 100 percent of wages for a few
weeks. Private long-term disability insurance that is

financed, at least in part, by employers covers about
30 percent of private sector employees and is usually
paid after a waiting period of three to six months, or
after short-term disability benefits end. Long-term
disability insurance is generally designed to replace
60 percent of earnings and is reduced if the worker
receives workers” compensation or Social Security

disability benefits.

Trends in Workers’ Compensation
Benefits and Costs

Total cash benefits to injured workers and medical
payments for their health care were $55.4 billion in
2007, a 2.0 percent increase from $54.3 billion in
2006. Medical payments increased by 3.3 percent to
$27.2 billion and cash benefits to injured workers
slightly increased, to $28.3 billion, from the prior
year (Table 1).

Costs to employers fell by 2.7 percent in 2007 to
$85.0 billion. Costs for self-insured employers are
the benefits they pay plus their administrative costs.
For employers who buy insurance, costs are the pre-
miums they pay in the year plus benefits they pay
under deductible arrangements in their insurance
policies. From an insurance company’s perspective,
premiums received in a year are not expected to
match up with benefits paid that year. Rather the
premiums are expected to cover all future liabilities
for injuries that occur in the year.

NASI measures of benefits and employer costs are
designed to reflect the aggregate experience of two
stakeholder groups — workers who rely on compensa-
tion for workplace injuries and employers who pay
the bills. The NASI measures are not designed to
assess the performance of the insurance industry or

Workers’ Compensation: Benefits, Coverage, and Costs, 2007 Report Highlights - 3



insurance markets. Other organizations analyze
insurance trends.2

For long-term trends, it is useful to consider workers’
compensation benefits and employer costs relative to
aggregate wages of covered workers. In a steady state,
one might expect benefits to keep pace with covered
wages. This would be the case with no change in the
frequency or severity of injuries and if wage replace-
ment benefits for workers and medical payments to
providers tracked the growth of wages in the econo-
my generally. However, in reality, benefits and costs
relative to wages vary significantly over the years.

In 2007, aggregate wages of covered workers rose by
5.6 percent (Table 2). This increase was the com-
bined effect of 1.1 percent increase in covered work-

ers — due to job growth in the economy — and a 4.5
percent increase in the workers’ average wages.

When measured relative to the wages of covered
workers, both employer costs and benefits for work-
ers fell in 2007 (Table 1). Total payments on worker-
s behalf fell by three cents to $0.95 per $100 of cov-
ered wages: medical payments fell from $0.47 per
$100 of wages in 2006 to $0.46 in 2007, while
wage-replacement benefits fell by three cents per
$100 of wages to $0.48. The cost to employers fell
by thirteen cents per $100 of covered wages, to
$1.45 in 2007 from $1.58 in 2006.

Figure 1 shows the trends in employer costs and in
cash and medical benefits combined as a share of
covered wages over the past 19 years. Benefits and

Table 2

Number of Workers Covered under Workers' Compensation Programs and Total Covered Wages,

1989-2007

Total Workers Total Wages
Year (in thousands) Percent Change (in billions) Percent Change
1989 103,900 $ 2,347
1990 105,500 1.5 2,442 4.0
1991 103,700 -1.7 2,553 4.5
1992 104,300 0.6 2,700 5.7
1993 106,200 1.8 2,802 3.8
1994 109,400 3.0 2,949 5.2
1995 112,800 3.1 3,123 5.9
1996 114,773 1.7 3,337 6.9
1997 118,145 2.9 3,591 7.6
1998 121,485 2.8 3,885 8.2
1999 124,349 2.4 4,151 6.8
2000 127,141 2.2 4,495 8.3
2001 126,972 -0.1 4,604 2.4
2002 125,603 -1.1 4,615 0.2
2003 124,685 -0.7 4,717 2.2
2004 125,878 1.0 4,953 5.0
2005 128,158 1.8 5,212 5.2
2006 130,339 1.7 5,543 6.3
2007 131,734 1.1 5,855 5.6

Source: National Academy of Social Insurance estimates. See Appendix A.

2 Rating bureaus, for example, assess insurance developments in the states and advise regulators and insurers on system changes.
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Figure 1
Workers’ Compensation Benefits* and Costs** Per $100 of Covered Wages, 1989-2007
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Source: National Academy of Social Insurance estimates.

*  Benefits are payments in the calendar year to injured workers and to providers of their medical care.

** Costs are employer expenditures in the calendar year for workers' compensation benefits, administrative costs, and/or
insurance premiums. Costs for self-insuring employers are benefits paid in the calendar year plus the administrative costs
associated with providing those benefits. Costs for employers who purchase insurance include the insurance premiums
paid during the calendar year plus the payments of benefits under large deductible plans during the year. The insurance
premiums must pay for all of the compensable consequences of the injuries that occur during the year, including the bene-
fits paid in the current as well as future years.

costs declined sharply from their peaks in the early reason, it is useful to examine national trends outside
1990s, reached a low in 2000, rebounded somewhat of California.
after 2000, and then declined in the last few years.

As a share of covered wages, benefits in 2007 were at Unprecedented growth in California workers’ com-
their lowest point in the last nineteen years at $0.95 pensation costs in 2001-2003 led to major reforms
per $100 of wages in 2007 (discussed in detail later in 2003 and 2004. The comprehensive changes

in the report). Figure 2 shows the trend in medical sought to limit spending by introducing evidence-
and cash payments separately. In 2007, both medical based medical treatment guidelines, creating medical
and cash benefits per $100 of wages were at their provider networks, setting time limits on temporary
lowest point in the past 19 years, at 0.46 and $0.48 disability benefits, establishing a more objective rat-
per $100 of wages respectively. ing schedule for permanent disability, and setting

transparent fee schedules for outpatient surgery cen-

National Trends With and Without ters, hospitals, and pharmaceuticals. A new Academy

California brief, Workers’ Compensation in California and the
California lers . b Nation: Benefit and Employer Cost Trends, 1989-
AUIOrIAs WOIKELS compensation program has 2005, tracks the California changes through 2005

changed significantly over the past few years. Because
it is a big state (with 13.2 percent of national payroll
and 17.8 percent of total benefits in 2007),
California’s large shifts in benefits and employer costs
have altered the course of national trends. For this

(Sengupta et al., 2008). California benefits paid to
workers and costs to employers continued to decline
in 2007.
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Figure 2

Workers’ Compensation Medical and Cash Benefits Per $100 of Covered Wages, 1989-2007
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Table 1 shows the 2007 changes in California and in
the rest of the nation outside California. California’s
cash benefit payments dropped 10.0 percent in
2007. California medical benefit payments increased
in 2007 after recording a 16 percent drop in 2005
and no change in 2006. Costs to California employ-
ers fell 14.3 percent in 2007, after showing a 16.6
percent drop in 2006.

When California is excluded, total benefit payments
in the rest of the nation increased by 3.0 percent (in
contrast with a 2.0 percent increase when California
is included). Employer costs outside California

6 NATIONAL ACADEMY OF SOCIAL INSURANCE

increased slightly by 0.1 percent (in contrast with a
drop of 2.7 percent when California is included).

When changes in California are shown relative to
aggregate wages of covered workers, medical pay-
ments per $100 of covered wages fell by one cent to
$0.69 while cash benefits fell by 11 cents to $0.58.
Outside California medical and cash benefits both
fell by one cent to $0.43 and $0.47 per $100 of
wages, and employer costs fell by seven cents to
$1.39 per $100 of covered wages.
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