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§ Beglnnlngs of
Workers Compensation




| |ab|I|ty and Litigation
N the 1om Century
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2 Ine roblem of mdustrlal accidents was
CJeif Erally pandled’ by the courts

- j | valllng legal doctrine made recovery

= | ard oK Injured workers
= —Assumptlon of risk

— Contributory negligence

— Negligence of fellow employee
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ISlativerand JudicialsAction™
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eg Slatures began 1o restrict employer
ienses around 1850

2 .”» i910 mest states had abolished or

— modified at least 1 defense
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= :'Judges began to interpret defenses more
— narrewly
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S @utcomes of Changes
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=p1lg oyees more Ilkely 1o Win' in court — by
Iﬂ employees won 15% of cases

e mpanles pecame more willing to
== urchase private accident insurance
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| " thlgatlon rapidly increased and in many
~~ cases created delays for workers

® Treatment of injured workers varied

—
=
.-l




\/\/o_' ErS” CompensationsSyStems™
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2 e attempts 0] pass mandatory WC
siystenis; ¢. 1900, were declared
s—"_OnstitutionaI

EEINEXT iound, ¢. 1910, were voluntary and
-—t.—more suceessful — 42 states had WC laws
~ by 1920

s Compulsory laws declared constitutional In

1917
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e Great lrader @i
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ncre se |n WC statutes attrlbutable to tWwo main
J‘rl( EG rS

erles Off accidents fueled pressure on state
Ieglslatures to act

a—-Success of litigation fueled companies’ desire to
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- » Employers agreed to provide medical and
iIndemnity benefits in return for making WC the
exclusive remedy for injured employees




SUMMIARY/s—
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- tsystem Was respondlng to changes
orr Jghit-about by industrial revolution
S0 ltlcal pressure made It difficult for

eglslators to rely on courts to resolve
'problems

~ e Economic pressure caused businesses to
seek relief from legislatures
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= The Texas Workers’
& Compensation System
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S
exasilistery ef\WEr
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- otate regulatlon of compensation for
I Jf redworkers first introduced in 1913

__J:S te system constructed in 1917

= ystem remains voluntary, unigque among
the 50 states
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Findings ofi the

987 Joint Select Commlttee

> Waorc elated fiatality rates in Texas were among the
err I the nation

r~4< saWoerk-related injury rates were widely believed to
,'_f eramong) the' highest in the nation

B Riexas benefit rates and payment durations, especially

‘:—_— “those for seriously injured workers, were low compared
= Withrether states

e Almost 50 percent of all compensable lost-time claims in

Texas were filed with the help of attorneys, regardless of
whether or not the claim was disputed




i"Fmdlngs of the

1! 87 Joint'Select Commitiee

(contlnued)

i

WORKENS! compensation—related medical costs Were

fl] Jrjf‘ IREliexas than Infether states and' had increased
jesterfunan medical costs outside the system and faster
rnc INRCPEmnIty costs

s Igher percentage of claim disputes in Texas were

-r

:r-:fresolved In the courts, and, settlements were sometimes

pm—

= ifequitable or inappropriate for the injury

- % |psurance rates In Texas had more than doubled over
the previous five years and were among the highest in
the nation

e Texas was one of only three states that did not allow
private employers to self-insure
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Provisions,of SB 1+=4i989"

C rerl'r" RAew dispuie resolution process that mandated
IgieRmel and then administrative proceedings before a
rIJJg& couldimoeve to the courts

m'. glished a mew benefits system, raised basic benefit
'*f' Jels, set tight deadlines for employers and carriers to
— Simprove: benefit delivery and limited lump sum payments

__--" Requwed the development of medical fee and treatment
guidelines

e Limited attorney fees

e Permitted self-insurance for large employers who meet
established criteria and are certified by the TWCC
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Impact of SBsdss
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rJJl Rana |IIness rates decllned and
alned pelew the national level

ri, _e @l eccupational fatalities declined
= *{JStS decreased
: -—;Beneflts increased

- ® Disputes decreased

® Percentage of employers and employees
In the WC system increased




The Tide Turnss"
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5 1 not fuIIy |mplemented tntil 1991

S
- E)j 998 CONCEINS Were once again being
2 oressed that the Texas WC system was

<

,. Xperlencmg high costs and poor
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outcomes

= s [egislatively mandated study, produced by
DI in January 2001, confirmed concerns
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Costs on the Rise=Again
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» Cogi JOEr claim rese from $2 228 1In 1999
L0 3 3 P8 In 2003, a 34% Increase

2 rf @5 cost per claim 2" highest among 12
argest states

'“*Texas employers pay third highest rates In
= pation

® |[ndemnity payments increased 38.4%
from 1997 to 2001, 4™ highest increase in
nation




Cost Drivers: ««
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- yled Cal payments PEer clalm the highest —
”9 HIGKEr than median, despite

*rowder fees In line with other states
= PPD/LS payments 2nd lowest

"’—“"-Over Ultilization a major factor

= — V/isits per claim 64% high than median
— Visits per claim 94% higher for chiropractors
— Loengest duration of temporary disability




Qutcomes Poer
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JIEXas Iowest In natlon on medlan disanility
dlrrlons
BOWESH NI the nation on recovery from back
_|n
lBWest ini the nation on recovery from carpal
_:E- f‘t tnRnRelisyndrome
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= S \Vlore Texas workers missed at least a week of
Work and stayed out longer once they did

® TJexas workers reported worst physical recovery
In four state study
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Compalisen efM\E™

\/\/0" e lnuny Rates
©BOE Above national average
005 Below national average

T

— orker Benefits
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= .— - 1989: Below national average
— 2005: Slightly above national average




Comparison ofi \\GCs
(Continued)
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Mer Costs
— 89 Amoeng highest in nation
605 Amoeng highest in nation
- | surance Costs
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= 19809: Among highest in nation

s __.

— 2005: Among highest in nation

e Cost Drivers
— 1989: Lawyers file 50% of lost time claims
— 2005: Medical visits 64% > than median




Conclusions: ==
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> Mosi workers better offf today With fewer
ort" he-Job IRjuries — but Is this because of
Eeliorms?

ﬂjured Workers often worse off — better

—-
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~ = benefits, but poor recovery rates

e After a brief respite, employers no better
off — costs still among the highest in the
nation

e WC system easily exploited - again




Viarket-Based
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Viarket=-Based Participants
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> |n) 2 04 560 01 Texas emploeyers were
no Subscrlbers — up from 35% Iin 2001

> /z @ff I'exas employees were employed
== y-nonsubscribers — up from 16% in 2001

= August 2004 TDI study suggests that
~— Dbiggest shift has been among large
employers




rr-t|C|pants PV SIZE,-22007" S5

Source: TDI WC Research| Group, August 2004

EmoJo ment Size Nonsubscription Rate

1-4 E _':‘_ployees 46%

J~: ““mployees 37%

__';»-49 Employees 25%
= 150-99 Employees 20%
100-499 Employees 16%

500 + Employees 20%




VEIREt=Based BenefitssCoverage™
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B0 of Texas nonsubscrlbers pay medical

= JJ
rnm Wage: replacement benefits
M, Jorlty select MD or offer approved list
B, -ﬁ nIy 3Y%0 of employers sued over Injuries
= 'Only 3% of Texas workforce works for
employers who offer no apparent
occupational injury benefits




oﬁt{ons for' Market-Based "
Coverage ™

o Source: TDI's ROC on WE 2001
REESOEHSHORNOECErRRMENVESII=Z 9F 5099
eoVErage Py of employees
Oluzg( premlums Were too high 82%

.n.,:;__

C Cop) o)z ny liad teo few Iinjuries 36%

1 patlonal penefits plan was a 59%
;: ‘et‘ter value than WC

= I'Medical costs too high in WC 51%

\Wanted more control over choice 32%
oft medical providers

Felt company could do better job 38%

Concern about fraud in WC 35%




1/ stivations fior WC, Coyvelcgesss

Source: TRINVEResearnch, Group 2004

WE'Coverage | Percent
30.1%
11.4%
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Reasons for C:

C ongef PORIaWSUITS
nrllm aconsidered high risk and
2ol yees eguire WC
= Ne —d W e get government contracts
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—
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11.0%
9.2%
3.9%

= .

= Confidence in Texas WC system

_| Able to self-insure or receive other
discounts
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SENETILST of Market-BasedsRrograms™
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> WE Gedicall Costs six times hlgher PEr Worker
rrm. Sor TiX group health plan — $3,463 vs. $578

eck SOfit tissue - $3,698 vs. $425
&= [low back soft tissue - $4,319 vs. $401
:-:-f“? ' 'Knee $5,552 vs. $1,379
== Group health advantages
— Lower utilization
— Negotiated discounts
— Less coverage of work hardening/conditioning
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(Continued)
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zlfefe manufacturer W/ 1500 employees at
[BEations  saved $900,000 in 2003

aII manufacturer w/ 150 employees

C
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= "aved $183,000 in 2002
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arge food service company w/ 40,000
employees estimates $70 million in
savings over 15 years
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r re els W Vs, Varkei-Basecss

Source: TOIWE Research Group
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S1% of nonsubscrlbers say they woeuld
gEVErpurchase WC regardless of cost

> 24% siwould require a premium reduction

= 0i"5000 to purchase WC
5 =8% would require a 20% premium
= reduction to purchase WC

® 53% of subscribers would consider leaving
WC If premiums Iincreased 20%




Conclusions:
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> |Vel] et based programs attractlve pecause
WIEYAmEEt employer/employee needs

SE Used out of concern over lawsuits,

B ecause of government mandate or
2 ::~%ecause it IS easier for employers

~ e Vlore employees than ever before are
covered by market-based programs

e | arge employers leading exodus




Conclusions,

(Continued)
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9 / v of Texas Workers covered

oners seeking to meet needs, not
_;es aloeriesponsibility

AW Eraud/exploitation cause for concern
F - Real potential for movement out of WC
* |Vlarket-based programs reduce costs and
Improve care
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Vieving from WC to Market-
_ Occupational Benefits
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Wihy?
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- The | exas pllot program has Workead

Mrn eislvased programs reduce costs for
oners and Improve care for employees

_ (€05t savings mean better care
= 2005 fefierms sought to model private sector
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== _;_-_—— Employer/employee relationship improved: 2001
= survey reported that more nonsubscribers (80%) than
subscribers (71%) provided safety training

— Private sector better suited for handling fraud
® Reforms to WC system don't last
® Could save state tens of millions per year




How?
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o Reproye blases that encourage Use ofi the
ch}, _e WW(E system

emove WC mandate for government
contracts

= Provide similar liability standards for
employers Inside and outside the WC system
® Wwho provide occupational benefits
®\who comply with occupational standards
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