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Foreword

This study of the workers' compensation system in
Michigan, initiated in-1978, has already achieved one of its
major objectives: to provide a needed data base for inalyz-
ing the complex and of't,en controversial workers' compensa-
tion issues. The data gathered.f& this study were frequently

t utilized during the period of reforfh,activity which resulted in
the 1980 and 1981 amendments.'

While the amendments enacted in 1980 and 191
. substantially altered Michigan's system, las study provi es

an empirical overview of workers' cOmpensation cases iri the
state that has not been available before. As a iluantitative
picture of the systein in 1978, a Roint prior to any statutory
changes, it may prove useful as s`a benchmark for assessing
the impact of amendments to the statute.

Facts and obServations presented in this monograph are
the sole responsibility of the author. The viewpoints do not
necessarily represent po'Sistions of the W,. E. Upjohn Institute
for Employment Research.

Noveniber 1982

Jack R. Woods
Acting Director



Executive Summary

The Michigan Closed Case Survey consists of data
abstracted from 2,200 litigated and unlitigated wbrkers'\
compeksation cases closed in the Fall of 1978. This
monograph is a description of that data base. It atteinpts to
accomplish three major objectives; (1) to provide a com-
parative analysis of the workers compensation experience of
the insured anti self-insured employer populatiOns; (2) to
provide an empirical description of the workers' compensa-
tion system in Michigan; and (3), to examine, the differences,
between litigated and unlitigated case's ,1\titfi the goal of
understanding the role of litigation in the Michigan workers'
compensation system.

Perhaps the' s udy's greatest contribution is the com-
parative analysisj of workers' compensation 'eases from in-
sured employers and self-insured employers, turther divided
into the big th e auto mamifacturers and all other self-
insureds. The basic-finding is that these three employer 'types

'have very diffeTnt workers' compensation experiences. It
was not possible to dqcument this before the Michigan
Closed Case Survey since no single data base included both
insured and self;insured employers.

Thw differences are demonstrated most dramatically.in
qhe prOportion, of cases litigated. Among the workers' com-
pensation cases from employees of the big three auto pro-
ducers,4:8 percent are litigated..0ther self-insured employers
experience 19 percent-and insured employers a 22 percent
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litigation rate. The differences in proportion of 'caseS
litigated in turn produce vast contrasts in claimant
characteristics, the type and amount of compensation paid,
and the timeliness of payments by insurer type.

The importance of the litigation process was also
demonstrated in the magnitude of lump-sum payments in
Michigan's workers' compensation system. Some 60 percent
of all inderpity payments to this sample of closed cases were
made in the form of lump-sums. Proportions by insurer type
varied from 67 percent for the big three to 54 percent for
other self-insurfers. The insured population fell in between,
1A/th 61 percen` lump-sums. Retired claimants were
estimated to be receiving 10' percent of all indemnity for the
insureo population, 40 percent for the big three, and 20 per-

cent for other self-insurers. Lump-sum indemnity payments
were shown to vary directly with earnings level and weekly
compensation payments. They also were related to the
number ,of periods of disability, hospitalizatiop, back in-
juries; and the type of insurer.

This study also provides an empirical overview of workers'
compensation cases0 in the State of Michigan that has not
been available before. Si'mple descriptive facts such as the
weekly -benefit levels, durations of disability, characteristics
of claimants, and many others are discussed. These data are
organized by insurer type, so this geneEal description also has

a comparative flavor. Thus, when lump-sum payments and
weekly payments Are considered together, it is,demonstrated
that the big three and the insured employers have very
similar average disability durations, but other self-insuied
employers enjoy average durations some 30 percent lower.

Analysis of the weekly benefit levels also proved very in-
teresting. The wage replacement formula operates in such a
waY that only 20 percent of beneficiaries actually received

viii



1

the two-thirdi gross replacement rate specified by statute.
This reflects the maximum and minimum benefit levels,
dependency allowances, and other administrative factors.
The result is that 15 percent of Michigan's workers' compen-
satioriaimants received less than 40 percent gross wage
replacement, while 3 percent received over 100 percent and
another 10 percent received between 70 and 100 percent gross
wage replacement rates.

The review of the role of litigation in Michigan's workers'
compensation system led to tlie general conclusion that the
litigated and unlitigated cases should he regarded, as
ope. tting in two separate systems. They operate with dif-
ferent procedures, on different time schedules, with different
outcomes, and to a kirprising extent with different
clainiants. While the unlitigated system operates as a wage-
loss replacement mechanism for disabled workers, the
litigated system does not appear to operate on the same set of
principles.

The evidence vresented in the study suggests that
'Michigan's workers' compensation litigation system has
grown into a miniature replica of the tort liability system of
70 years ago, the system that workers' compensation was
siipposed to replace. The major difference is that disputes
over who is at fault have been replaced by disputes over what
is at fault. The lump-sum settlement system is seen as en-
couraging claims from retirees.while driving out other, more
timely, disputed cases. A general overhaul of the litigation
system in workers' Compensation is urged.
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MICHIGAN CLOSED CASE SURVEY
ORIGINS and TECHNICAL DESCRIPTION 1

Introduction.
This study was conceived in 1978 as an attempt to bridge

the very serious informatlon gap inhibiting discussion of
workers' compensation reform in Michigan. While the issues
were acknowledged to be intensely controversial, discussion
of specific reform proposals was made even more difficult by
the absence of an acceptable data base for analysis of
workers' compensation issues in Michigan.

Unfortunately, the Michigan Department of Labor's
Bureau of Workers' Disability Compensation had never
developed this capability. 1 his was due to a combination of
budget stringency and the laissez-faire philosophy of the
Michigan statute. Michigan relies primarily on the private
parties involved in a workers' ,compensaCon case to look
after lheir own interests. The Bureau does require reports
from the employer or insurer at the time of the injury, when
:compensation begins, when compensation is terminated, and
other significant dates. But aside from notify;ng the worker
of the earnings reported by his or her employer (for
calculating the weekly benefit level) and checking the ac-
curAcy of the benefit calculation, there is little agency in-
volvement in the typical uncontested workers' compensation
case in Michigan.

1



2 Michigan' Closed Case Survey

One result is that there are very few statistics available on
the Michigan case population.) The Bumii of Workers'
Disability Compensation publishes an annual report which
summafizes the year's case activity (in onetable); they also
conduct a Pay;i,ag Study whfch measures the promptness of
payment of belefits by individu&I carriers and self-insurers.'
In addition, the Statistical Information ,Division of the
Bureau of Safety and Regulation uses the Employer's.Basic
Report 'of 4njury to analyze compensable accidents in
Michigan.' But none -of these efforts provides the infigma-
tiOn on durations of disability, weekly compensation
amounts, or the other case details required for a well inform-
ed ,discussion of the impact of various reform proposals. It
was an attempt to fill this gap that motivated the Michigan
Closed Case Survey (MCCS).

For some purposes the MCCS has been successful in filling
t! gap, for others less so. Iris fair to say that the workers'
compensation system in Michigan proved much more com-
plex than anticipated. In some cases, the system itself affects
behavior so profoundly as to make it impossible to deter-
Mille what is stimulus and what is response. This _will be
shown to be particularly vexing fefr)the contested or litigated
cases in Michigan. Since they are observed through the eyes

) of the official system itself, it is impossible to do more than
repeat what is reported, with tile apipropriate caveats about
the sources of the information.

Fortunately for the State of Michigan, the actual reform
efforts quickly overtook the attempt to complete and publish
this analysis. During the period of reform activity, from
mid-1979 through late 1981, the data base described herein
was repeatedly tapped for answers to questions which ranged
from the prosaic to the arcane. Hopefully, the MCCS was a
useful source of information in the process of overhauling,
Michigan's workers' compensation system; that, after all,
was the major objective of the data collection effort.
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To the extent this objective was achieved, the present
volume describes a workers compensation system that no
longer exists. The amendments enacted in 1980 and 1981
have substantially altered Michigan's system.' Nevertheless,
the publicatioh of this volume was judged to be worthwhile.
It provides a quantitative picture of the system in 1978, a
point prior to any statutory changes. This may prove useful
in assessing the impact of amendments to the statute. It also
contributes in a minor way to filling the information gap
about specific workers3ompensation systems.

It is important not to promise too much,' however. This
volume does not constitute an introduction or guide to the
Michigan workers' compensation system of 1978. It
desc ibes a data base derived from that system, but provides
ol9 a very imperfect reflection of the richness of detail pre-
ent in the original.

This study also registers a substantial comment about the
methodological difficulties of studying workers' compensa-
tion cases in general. It is submitted with the hope that
someone else will find the inspiration to expand the frontiers r
of knowledge e little farther. If4his can be accomplished, the
.Michigan Closed Case Survey and this description of it will
be judged even more successful.

Sampling Design

The technical description of a sample is not very eXciting,
but it is very irnportant. An understanding of the way in
which the data were accumulated is crucial to comprehend-
ing the sic,nificance of particular results. This is especially
true in the case of research on workers' compensation.

There is no standard accepted method of representing a
workers' compensation case population. Because of the in-
credible variety of statutory provisions and administrative
arrangements in state workers' compenSation programs,
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there probably is no possibility of creating such a standard.'
But owing to the significance of the issues and the lack of
discussion of the alternatives elsewhere in the workers' com-
pensation literature, the presentation of the empirical issues
in this chapter is even more involved than usual.

This discussion is offered in the hope that it will contribute
to an understanding of the conceptual difficulty of repre-
senting a dynamic workers' cQmpensation population and
the way in which the type of representaki elected shapes
the results. The reader who has little-patience with such
technical matters can omit this material. Where the sampling
design has critical implications for the interpretation of em-
pirical results later in the monograph, the problems raised
here will be reiterated in terms that are directly relevant to
the issue at hand.

A workers' compensation case population can be thought
of in either static or dynamic terms, that is, either as a stock
or a flow. On any given day there are a specific number of
cases receiving weekly, benefit payments, awaiting a hearing
before an administrative law judge, pending appeal from a
decision,.or in any other status. It is theoretically possible to
inventory the case population in any such state on any par-
ticular day and derive a measurement of this sub-population.

The Michigan Bureau of Workers' Disability Compensa-
tion conducts ope such measurement of the stock of cases
receiving weekly benefits as of December 31 each year. For
.each mse in weekly benefit payment status, the employer is
required to report the date of the injury, the insurer carrying
liability for the injury, the weekly rate of compensation, the
FOtal amount of weekly compensation paid in the past calen-
dar year to this individual, and the period for which such
payments were made. This information is very useful for
some purposes, but ultimately it is the underlying flow of
workers' compensation cases through the system that is
needed to assess what is happening in the pr_o,
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While it is interesting to know how many cases are in cur-
rent payment status right now, it is more interesting to ask,
How long have they been there? or, How long did it take to
get there? or, What route did they follow to get there? or
even, How long will they be there? Therefore, the essence of
a workers' compensation case population is dynamic rather
than static, a flow rather than a stock concept. The issue for
the observer is how best to represent this dynamic population
in a sample of cases for detailed analysis.

,Since the population is dynamic, the sampling strategy
must include a "slice-in-time" element; ins necessary toar-
tificially interrupt the continuous flow of cases through the
systeni to derive a sample. Thus the time signature of the
cases from which a sample will be drawn must becarefully
specified. Conceptually, there are. three slice-in-time sam-
pling designs that could be employed. One could acctimulate
a sample of cases (1) as they enter the system, (2) as they
leav the system, or (3) somewhere in between. The bulk of
the available statistics in Michigan have been based on the
first approach.

The Employer's Basic Report of Injury (Form 160) must
be filed for any occupational injury or disease involving
seven or more lost workdays, or for a fatality, or any
scheduled injury. It includes information about thVinjured
employee, the nature and cause of the injury, an&in addition
identifies the employer and the insurance carrier. This form
initiates a case in the 13greau of Workers' DisabilitY Com-
pensation files. It is subsequently coded for machine process-
ing by the Injury Analysis Division of the Michigan Bureau
of Safety and Regulation, which uses these data to study the
pattern of industrial injury in Michigan in order to target
safety education and inspection resources in an optitnal man-
ner. They also are reported to the U.S. Bureau of Labor
Statistics' Supplementary Data System (SDS), a data bank
providing' comparable information on a number of states.6
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This new SDS resource is expected to be valuable in guiding
federal decisions about occupational safety and health policy
as well.

The fundamental flaw in these data for describing the
functioning bf the Michigan workers' compensati12n system
lies in the fact that only about three-fourths of the claims
begin With a Forpl 100. In a great many cases there is no ob-
vious accident:Implying worker disability and henCe no
reason for an employer to file Form 100. Many occupational
disease disabilities, for instance, cannot be trAed to a par-
ticular incident; identifiable as to time and place, but rather
arise gradually over a period of time. The same would be
true in situations where subsequent disability develops as a ')

consequence of an incident that seemed relatively harmless at
the time, as in infectious disease or even cumulative trauma
cases.

Since these cases presen, the greatest evidentiar problems
for workers' compensation, and frequently involve the most
serious disabilities, an examinatibn of compensation in only
those cases that commence with Form 100 would be seriously
flaWed. This is confirmed by the fact that among the litigated
workers' compensation cases in Michigan ',those that involve
an apPlication for hearing), the MCCS reveals that two-
thirds have never had a Form 100 filed.

There is an additional problem with a common case origin
date as a sampling strategy, particularly in litigated cases. If
a claim is contested, a hearing is scheduled. But it took an
average of 468 days for disposition of a case by the Bureau' s
Hearings Division in 1978.7 Thus, to get a relatively complete
picture of the compensation experience for cases originating
in Pne slice-in-time, it would be necessary to wait two or
three years just to be sure that decisions are reasonably cer-
tain in contested cases. If one wanted to also observe a
substantial period after resolution of the dispute to deter-
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mine how the case was proceeding, even longer delays wduld
be necessary.'

The problem is that workers' disabilities have continuous
histories just like the workers, and to rush to judgment on
the compensation system before the full consequences of an
injury became apparent would'be to bias the results in favor
of the adequacy of the system. The really tough test comes in
the difficult, involved cases tfiat may take many years to
draw to a conclusion. While these cases may not be very
-numerous, they are important to the social judgment of the
efficacy of the workers' compensation system.

This difficulty is compounded by the necessity of working
with public sector data. Ins'qance carriers have to make pro-
vision for future claims and for future developments in cur-
rent claims well in advance; but they are not required to
report reserves on individual claims, so these data are not
available in the public sector.

To illustrate the problem, eonsidef the experience of the
insurance industry with the Mic`higan Special Call sponsored
by the Michigan Workers' Compensation Rating and Inspec-
tion Associatkin. They gathered data on a sample of claims
filed in the months of March and October of 1976. Carriers
were asked to evaluate these claims as of April 1, 1979, either
two-and-one-half or three years after initiation. While only
4.3 percent of these claim's were still open at the observation
point, they accotinted for 35 percent of the incurred indem-

, nity costs.' These are clearly the most expensive cases; they
may also be the most difficult cases# resolve. The perfor-
.mance of the workers' cOmpensati6h system in these cases
could not be reviewed with any sense,of finality by anyone in
1979. Lacking information abaut reserves, all one could
rpport is that these cases are still open.

4nother sampling design which might be adopted would
be a cross-section sample of all cases in the workers' com-
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pensation system at one point in time. This is the stock ap-
, proach mentioned briefly earlier, a static representation of

the case population flow at one "moment" Of course, all of
these cases would be "unresolved" in the Came sense as the
difficult cases just discussed. One coul8 not be sure what was
going to happen in these cases; only what 'Was happening at
the time of the survey.

This second major conceptual approach is'represented by
the present Bureau of Workers' Disability Compensation
Form 103, Annual Report 'on7ayment of Compensation.
These reports are to be filed by January 31 for ea h case be-
ing paid weekly benefits at the end of pece er of the
"preceding year..There are a given number 9f ses being
compensated under the law at any point in timc and one
might be interested in examining the compensation ex-
perience of these cases. This would be a relevant way to
estimate the total weekly benefits being paid, for instance."

However, this not a useful approach to describing the
performance of the system as a whole unless the stock of
cases at a point in time can be related precise.ly to the
underlying flow of cases through the system. This flow could
be estimated for Michigan if Form 103 contained a complete
retrospective compensation historj,, but since it is directed
only at payments during the previous calendar year, it can-
not yield accurate case population parameters.

Theres also potential trouble with litigated cases under
this design. It is not obvious when; or if; an insurer would
file Form 103 in such a case. If a case is being contested, the
insurer is generally not under any oblit,ation to pay until and
unless some resolution is reached. So it would not be ex-
pected that Form 103 would be filed while the case is being
contested. On the other hand, once the dispute is resolved,
the payments, if any, may also obviate the need for Form
103. Many of these cases are compromised and payment is
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made in a lump-sum which redeems the employer's liability
forever, thereby closing the case. Form 103 would not be re-
quired in these cases either. Thus with this sampling design it
would seem possible to reach only those covested cases
where periodic benefits are eventually paid. Results to be
reported later show that in Michigan this is only about 10
percent of all contested cases.

In additio this design would impose severe problems in
obtaining the sampling frapie in the State of Michigan.
There is no available listingilf active cases§ there are only
tive case files. It has been estimated that there are well over
1 '0,000 workers' compensation cases active at any time, and
it is not possible to freeze these files while a samOle is
drawn. ' Thus there is little hope of obtaining a cross-section
samOe of all cases in the system in the straight cross-section
sampling design.

We come finally to the closed case sampling design. In thts
instance, the sample consists of all cases closed in a given
period of time. The chief strength of this approach lies in the
fact that every case opened must be closed. Whether com-
pensation is paid or not, whether the case is contested or not,
regardless of the outcome, the case will eventually be closed.
Soraetimes closed cases will be reopened in the future as cir-
cumstances change, but a sample of cases closed during any
particular period should also contain the appropriate
number of these cases from earlier periods, so this factor
could be measured as well.

The second advantage to a closed case design is that it
minimizes uncertainty. The maximum amount of informa-
tion is avafable about th... case. Not only the probability of
contention, but the fact of contention and its outcome will
be known at closure. Not simply the compensation rate, but
aggregate compensation paid over the life of the case is
known at closure. Thus more and better information can be
secured than with any other design.

I
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The drawback ig that this information may riot be timely.
To illustiate this problem, consider an accident occurring 20
years ago which led to permanent disability and which trig-
gered the commencement of income maintenance arkl
medical and re6abilitation benefits avt that time. If there has
been no substantive change in the circumstances of the
disabled worker, 'benefits are still being paid (absent an
agreement to redeeni the employer's liability). Turning up
such a case in a.sample has the desirable aspect that it aids in
establishing estimates of the aetual population of such cases
coming through the system; but it.is doubtful that the com-
pensation system of today bears close reseinblance to the one
of 20 years ago. He-nce the compensation experience of this
claimant cannot tell much about the performance of the cur-

1rent system.

The problem is that there are three reasons why a case may
be old (i.e., many years since injury) at time of closure. The
case may have been processed rapidly, compensation
established without serious contention, and benefits paid for
many years before recovery, or perhaps death, of the clai-
mant. On the other hand, the case may,have been littered
with delays and contention for years, then finally redeemed
with a lump-sum payment and it is all over in a matter of
weeks. The third possibility is one where the disability is not
manifest for some years and a claim is not entered*until con-
siderable time has passed, as in a latent occupational disease
case. The closed case survey approach tolerates the first of
these types, even though little useful information is gleaned
from such cases, in order that the possibility of including the
last two shall be maintained.

A closed case sample is representative of the underlying
population, but, in a sense, it represents 1;he workers' com-
pensation case populations at the times the cases originated
rather than at the time of closure. The 12-year-old disability
cases that closed during the sample period represent not to-
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day's cases, but rather the cases of 12 years ago with a
12-year disability duration. Since the number of cases tends
to grow through time, the less serious short duration cases
are "representative" of a more recent (and generally larger)
case population cohort th* are the long duration cases.
Therefore, the number of long duration cases in the sample
understates the number of similar length disability cases in
the current population, other things equal.

This problem, referred to by one insurance executive as
the "small potatoes" effect, c:Innot be overcome with a clos-
ed case data base. If the case population is growing through
time, a closed case sample will underestimate the incidence
of long term disability claims, and 'overemphasize the short
term, relatively routine cases.. When one combines this
underrepresentation of long term 4ses with the fact that
these cases will not be representative of current policy .by vir-
tue of their distant origins, the closed case design is revealed
to have significant failings as well.

Nevertheless, as a practical matter, a closed case design
was judged to be preferable for the descriptive tasks that are
the objective of this effort. It is the most °workable sampling
design, given the type of access to the population provided
by the Michigan workers' compensation administrative
system. No other claims will be made for the superiority of a
closed case sampling design. Later in this chapter, however,
the durations of disabipty from the MCCS will be compared
to those from the Michigan Special Call to assess empirically
the actual magnitude of the bias introduced.

MCCS Sampling Procedure

- The Bureau of Workers' Disability Compensation case
closure, or retirement, process was the focal point of the
sampling design employed for this study. Since all workers'
compensation.claims, regardless of compensation status or
litigation status. come through the case closure procedure in
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much the same way, it was the logical place to look for a
halrile on this dynamie case population.'

Case files at the Bureau of Workers' Disability Compensa-
tion are divided into unc6ntested (called "flats") and con-
tested (called "fOlders") according to their' administrative
treatment. The flats generally consist simply of the Bureau
forms reporting the injury itself (Form 100, Employer's
Basic Report of Injury)}j he commencement of weekly com-
pensation payments (Vorm 101, Notice of Commencement
of Compensation Payments), and the termination of those
payments (Form 10;, Notice of Stopping of Compensation
Payments), As mentioned earlier, the cunteked cases fre-
quently do not have the Employer's Basic Report of Injury,
but they do have Bureau Form 104, Petition for Hearing,
which initiates a folder containing all the other papers atten-
dant to a litigated claim. This paper trail can be quite
voluminous_in a case with a full hearing and transcript, or it
can be minimal in a case that was redeemed without weekly
compensation payments.

Active cases are maintained in a common file in
alphabetical order according to the claimant's name. Upon
retirement, or closure, the flats and folders are separated and
accumulate4 in temporary storage space within the Bureau
offices. As tfte temporary storage space is filled, the flats or
folders are boxed and shipped to the state records center at
another physical location. Litigated cases are shipped ap-
proximately once a month, unlitigated about three times a
year.

The funneling of all cases through this clOsure procedure
wa:, juglged to provide the most efficient way of ac-
cumulating the slice-in-time samples from the continuous
flow of cases through the workers' compensation system.
The separation of litigated and unlitigated cases at that point
also -fac:litated different sampling ratios from the two
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populations. This was thought to be desirable because it was
anticipated that there would be more variety within the
litigated case population, and a higher sampling ratio for
litigated cases would provide a more rational allocation of
case abstracting resources."

Vie litigated sampling frame was one shipment lot,
litigated cases that were retired between October 9 and
November 9, 1978. A sampling ratio of 0.50 was used within
hat lot to achieve a completed litigated sample of 1,224

cases for ,analysis. Since the closure period was exactly one
month, the sampling ratio for the slice-in-time litigated sam-
ple relative to the annual flow"of litigated cases would be 1 in
24.

The unlitigated sampling frame consisted of 3,085 flats
retired from November 1 through November 7, 1978. This
was a fairly large batch, as the average had been 1,667
closures per week up to November 1. It had been planned to
sample every other case f,ere too, but due to the unexpectedly
large frame, a sampling ratio of 1 in 3 was employed. After
elimination of the cases with no lost time (i.e., not compen-
sable), this procedure yielded a completed sample of 954
unlitigated cases for analysis. This slice-in-time sample is
estimated to represent a 1 in 86 sample of all compensated
unlitigated workers' compensation cases closed in 1978 in the
State of Michigan."

tA copy of the instruments used for data collection in the
two samples is included as an appendix. It also contains the
set of instructions given to the case abstractors, who were
retired Bureau of Workers' Disability Compensation
employees." The instruments were oriented to Bureau forms
and spught to collect most of the significant case elenients
that could be quantified.

Aor
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Are the Samples Representative

Using the slice-in-time sampling ratios, it is p.psible to in-
flate the completed samples of the Michigan tlosed Case
Survey to represent.the population. This estimate can then be
ccmpared to official figures from the Bureau on the 1978
case population to help assess the representativeness of the
samples. Table 1-1 presents these results for the estimated
population (MCCS) and the actual poiiulation (Bureau) by

ti type of case.

Ci There are a number of discrepancies 1 ztween the two
distributions. First, since the official total of "Voluntary
Payment" cases is on the basis of cases accepted f% pay-

Table 1-1
1978 Case Population Estimated

from the Michigan Closed Case Survey
Compared to Actual

Bureau or Workers'
Disability Compensation* Category

Michigan Closed
Case Survey"

Number Percent Number Percent

74,885 69.6 Voluntary payments 77,572

20,324 18.9 Redemptions 22,520 19.2

(contested and uncontested)

2,612 2.4 Judges' opinions -114',800 1.7

(including stipulations)
1,366 1.3 Contested and accepted 1,416

8,356 7.8 Withdrawn or dismissed 5,640 5.3

107,543 100.0 Total 106,948 100.0

As reported in LABORegister, July 1979, pp. 203-204. Voluntary payments are
estimated on an accepied case basis. Other categories are actual counts of casedetermina-

tionsjn 1978.
Estimated 1978 closures based on samples of 954 unlitigated cases closed November 1

through November 7, 1978 and 1,224 litigated cases closed October 9 through November 9,

1978. Sampling ratios of. 1 in 86 for the unlitigated sample and 1 in 24 for the litigated sam-

ple were used to inflate the sample to represent the entire 1978 closed case population. It
should be noted that "closure" in the samples refers to the date the Bureau fileasQ.escases

for permanent storage, not the date the insurer closed the Case.
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ment, it would be expected to differ somewhat from the
number of cases closed in a like period just because of the
gradual expansion in the number of 0.ases. The growth in the
case population should bias the MCCS estimate upward as
well, since the sample cases closed come from later in the
year. Assuming the number of cases closed grows month by
month, the true population for the entire year should be
overestimated by a sate-year sample. Table 1-1 shows that
the number of voluntary payment cases is overestimated
slightly by the MCCS.

A more serious sample problem revealed by table 1-1 is the
deficit i1 "Judges' Opinions' and in the "Withdrawn or
Dismissed" categories. While it is impossible to say for cer-
tain, this could be due to an unanticipated seasonality in
litigated case closures. As reported earlier, the &ample
litigated cases were retired by the Bureau between October 9
and November 9, 1978. Bu the hearings for over three-
fourths of these cases took place in July and August, prime
vacation months. It may be that the number of hearings was
lower than normal due to summer vacations.

The number of redemptions appears to be estimated close-
ly by the samples, but the proportion is slightly higher due to
the deficits in other categories. Given these various
discrepancies, the very close estimation of the total workers'
compensation case population for 1978 by the Michigan
Closed Case Survey should not be taken too seriously. To
some degree, it reflects the ex post method of calculating the
sampling ratio for unlitigated cases, and to some degree it is
a result of offsetting errors. There is no way to verify the
representativeness of the samples within each case type due
to the lack of any official data.

Tables 1-2 and 1-3 address the issue of rep .esentativeness
of the insurers in the MCCS unlitigated sample. The
Michigan Bureau of Workers' Disability Comp nsation con-
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ducts an annual Pay Lag Study on the routine cases that
come through the administrative process. The time between
notification of injury and issuance of first check is measured
for each case. These distributions re reported for each
authorized insurer in Michigan: The total number of coes
listed for each insurer should approximate the number of
compensable cases accepted voluntarily during 1978. This
figure can be compared to the proportion of cases in the

Table 1-2
Insurance Carrier Representation - MCCS Unlitigated Sample

1978 BWDC
pay lag studya

MCCS
unlitigated

Insurance carriers Cases Percent Cases Percent

Michigan State Accident Fund 4,013 9.1 48 8.4

Liberty Mutual 3,845 8.7 74 13.0

Michigan Mutual Liability 3,087 7.0 39 6.8

Travelers 2,236 5.1 21 3.7

Aetna Casualty & Surety 1,984 4.5 34 6.0

Employers Mutual Liability of Wisconsin 1,916 4.3 . 27 4.7

Insurance of North America 1,749 4.0 20 3.5

Home Indemnity 1,721 3.9 20 3.5

Citizens of America 1,520 3.4 10 1.8

C N.A. 1,384 3.1 16 2.8

'Hartford Accident & Indemnity 1,345 3.0 16 2.8

Associated Indemnity 1,049 2.4 17 3.0

American Insurance Co. 898 2.0 9 1.6

American Mutuaj Liability 745 1.7 li 1.4

Sentry 689 1.6 4 0.7

American Motorist 599 1.4 8 1.4

Auto Owners 588 1.3 10 1.8

Great American 582 1.3 8 1.4

Royal Indemnity & Royal Globe 521 1.2 2 0.4

National Union Fire of Hanford 517 1.2 I I 1.9

Total 20 largtst insurance carriers 30,988 70.1 402 70.4

All insurancecompanies 44,192 100.0 571 100.0

All cases (including self-insurers) 68,516 934

TwenTS, largest insurance carriers as
percent of an cases 45.2% 43.0%

a. Reported in LABORegister, July 1979, pp. 205-212.

Columns may not add to total due to rounding.

9 ,
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Table 1-3
Self-Insurer Reptesentation MCCS Unlitigated Sample

1978 BWDC
pay lag studya

MCCS
unlitigated

Self-Insurers Cases Percent Cases Percent

General Motors 4,732 19.5 74 20.4
Chrysler 2,170 8.9 30 8.3
Ford 1,289 5.3 19 5.2

4

City of Detroit 1,009 4.1 12 3.3
Michigan Hospital Association 407 1.7 7 1.9
Meijers Inc. 386 1.6 4 1.1
Bormans, Inc. 368 1.5 6 1.7
National Steel 338 1.4 16 4.4
Kresge S.S 294 1.2 4 1.1
Kroger 281 1.2 3 0.8
Gulf & Western Ind. Inc. 242 1.0 1 0.3
Detroit Tooling Association 239 1.0 3 0.8
School Employers Group 238 1.0 2 0.6
Chatham Supermarket, Inc. 236 1.0 2 0.6
Michigan Municipal Fund 225 1.0 9 2.5
Detroit Board of Education 219 1.0 4 1.1
Keeler Brass 215 0.9 2 0.6
Sears Roebuck 208 0.9 2 0.6
Michigan Bell Telephone 206 0.8 1 0.3
Eaton Manufacturing Co. 203 0.8 1 0.3

Toted 20 largest self-insurers 13,505 55.5 202 55.6
All self-insurers 24,324 100.0 363 100.0
All cases (includjpg carriers) 68,516 934
Twenty largest self-insurers as

percent of all cases 19.7 a/o 21.6%

a. Reported in LABORegister, July 1979, pp. 205-212.

Columns may not add to total due to rounding.

MCCS unlitigated sample for each insurer as a rough test of
the representativeness of the insurer distribution in the
MCCS.

Table 1-2 presents this comparison for the 20 largest
workers' compensation insurance carriers in Michigan, ac-
cording to the 1978 Pay Lag Study. The MCCS figures are
subject to sampling variability, especially since the slice-in-
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time sampling period was so short. However, the proportion
of large carriers in the MCCS sample looks quite good, and
the distribution among the 20 largest carriers appears
satisfaaory. Table 1-3 repeats this comparison, but for the
20 largest self-insurers reported in the 1978 Pay Lag Study.
The results generally confirm the belief that the MCCS
unlitigated sample adequately represents the self-insurer
distribution in the population.

In summary, it appears from the very limited comparisons
that can be made with the official statistics on the, popula-
tion of workers' compensation cases in Michigan, that the
Michigan Closed Case Survey does represent that population
fairly well. The proportions of various types of outcomes
show some discrepancy, particularly those requiring a
judge's opinion, but overall, the samples seem sound. As
always when dealing with sample data, specific statistics are
subject to sampling variability. Tests of significance will be
reported in each table to reflect the influence of this factor.

The Closed Case Bias

As a rough check on the degree of distortion introduced by
a closed case design, the disability duration distribution from
the Michigan Closed Case Survey can be compared to that
derived from the unpublished 1979 Michigan Special Call as
analyzed by the National Council on Compensation In-
surance. This was a special data collection effort sponsored
by the Workers' Compensation Rating and Inspection
Association of Michigan to provide input for the workers'
compensation reform discussions in Michigan. The survey
covered the 23 largest workers' compensation insurance car-
riers in Michigan, doing approximately 80 percent of the
workers' compensation insurance business in the state. These
carriers were asked to report as of April 1, 1979 the status of
claims filed in the months of March and October of 1976,
either two-and-a-half or three years earlier. In the conceptual

2 J
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terms employed here, this constitutes a slice-in-time sample
based on the date of entry to flie system.

The evaluation of the status of these cases must in some
cases be based,upon anticipation, since not all will have been
finally resolved in two-atid-a-half or three years. In fact, of
the 5,355 claims sampled, 5,124 or 95.7 percent had been
closed by the evaluation date of April I, 1979. Data reported
on the unresolved claims reflect the judgment of the claims
processors in the various insurance companies as to the
ultimate disposition of the case. While this is their prbfes-
sion, and the estimates are undoubtedly done as 'well as
possible, they will not be precisely correct. Still, a com-
parison of results fram the two different sampling strategies
at rougtily the same time is illuminating.

Table 1-4 compares the duration of disability distributions
from the two data sources. It should be mentioned that the
MCCS figures are for the insurance carrier segment of the
workers' comOensation case population; self-insurers are ex-
cluded. Cases are weighted so as to provide the correct pro-
portiotr of litigated and unlitigated cases. In addition, the
lump-sum settlements in the MCCS were given imputed
durations of disability using the average weekly compensa-
tion rates for carrier cases observed in the samples rather
than the claimant's specific weekly compensation rate. Given
the restricted range of weekly compensation rates in
Michigan, this should not introduce much bias, but it
depends on the average date of injury. If the lump-sum cases
are considerably older than the weekly benefit cases on the
average, the imputed durations for these cases will be
systematically biased downward. This is because their weekly
compensation rate will be overestimated. The broad dura-
tion categories of table 1-4 should minimize such distortions,
however.

The four columns of fable 1-4 illustrate a number of points
discussed earlier. The second column demonstrates the effect
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of truncating the sample at the two-and-a-half to three-year
experience point. Since these cases were assessed either two-
and-a-half or three years after claims were initially filed,
among closr d cases only lump-sum settlements could show
more than tl ree years duration. The other cases would not
yet be closed. The effect is that only about one case in five
anticipated to show a duration of over four years (as in-
dicated by column 1) is actually counted in column 2. Col-

,
umn 2 shows a systematic bias with the degree of the bias
varying directly with duration.

Column 3 shows the duration distribution of weekly
payments for only those cases in the MCCS'that were paid
weekly compensation. It is quite similar to column 2,
although the deficiency in the longest duration category is
only about half as severe when compared to column 1. This
column does not include any imputed durations for lump-
sum cases, but does include all weekly payments made to
those cases before settlement. Thus it represents only part of
the compensation experience.

Table 1-4
Estimated Durations of Disability

for Michigan Workers' Compensation Cases

Duration of disability

NCCI Michigan
special call

MCCS - carrier
segment only

All cases Closed cases Weekly cases

(2) (3)

All cases
(4)

Up to 26 weeks 88.9co 92.0010 92.3cro 83.307o

26 to 52 weeks 4.6 4.3 1,1 6.2

1 year to 2 years 2.6 2.1 2.1 3.7

2 years to 4 years 1.9 1.1 1.5 4.0

Over 4 years 2.0 0.4 1.0 2.8

Total 100.0% 100.0°', 100.007o 100.0%

n, 5,335 n=5,124 n= 2,125 n= 2,419

(weighted) (weighted)

Columns may not add to total due to rounding.
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The fourth column presents the distribution of durations
in the MCCS, including imputed durations fof lump-sum
cases. It does not reveal the expected deficiency of long term
cases; in fact, it seems to show an excess of such cases when
compared to the NCCI distribution in the first column.
Whereas the Michigan Special Call suggested that about 11
percent of compensable cases exceeded, or were expected to
exceed, 26 weeks in duration of disability, the MCCS in-
dicates nearly 17 percent had experienced this duration at
closure. While these results must be taken as somewhat
speculative, they certainly are interesting. In a direct inter-
pretive sense, they mean that sampling variability may be
greater than any systematic bias introduced by a closed case
sampling design. Whether this conclusion would hold under
other conditions is impossible to say.

In summary, the MCCS samples do not appear to have
failed any of the tests of representativeness. There is a short-
age of actual judges' decisions in the sample but, on the
whole, the samples appear to represeat the workers' compen-
sation case population in Michigan fairly well. In addition,
the theoretical bias, introduced by a closed case design does
not appear to be as serious in practice as anticipated, at least
for the Michigan environment.

The data base has proved its viability in a technical sense.
In chapter 2 it is used to describe Michigan's workers' com-
pensation population in order to provide an empirical over-
view of the workers' compensation experience in Michigan.
Chapter 3 focuses particularly on the litigation issue in the
Michigan system. The correlates of litigation are explored
and the outcomes are described in as much detail as is pos-
sible, given the quality of data available on litigated cases.
Chapter 4 concentrates on indemnity benefit payments,
reviewing both the adequacy and timeliness of indemnity
payments in Michigan. The summary'and conclusions of the
study are presented in chapter 5.
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NOTES

1. This is not just a Michigan failing. See Monroe Berkowitz and
Stephen McConnell, "14form Data Systems and Related Subjects in

Workers' Compensation, Research Report of the Interdepartmental
Workers' Compensation Task Force, Volume 2 (Washington, DC: U.S.
Government Printing Office, 1979), for a description of the generel
problem and a suggested solution.

2. These are published in the Michigan Department of Labor's monthly
journal LABORegister. Annual reports of the Workers' Compensation
Appeals Board and the Funds Adminictration are also published in this

journal.

3. The results are published annually by the Michigan Department of
Leor under the title Compensable Injury and Illness Tabulations. These
data are used for diagnosing the nature of the safety problem and
prioritizing areas for public attention.

4. Both sets of amendments have been brieflyoutlined in LABORegister.
The changes introduced by the 1980 enactments were described in
LABORegister, February 1981, pp. 28-30. The 1981 amendments were
described in LABORegister, February 1982, pp. 22-23. There was also an
overview of all the reforms in the Spring 1982 edition of IAIABC Jour-
nal, published by -the International Association of Industrial Accident
Boards and Commissions. See also H. Allan Hunt, "Reforms in
Michigan's Workers' Compensation System," Business Conditions in
the Kalamazoo Area, Second Quarter 1982, Vol. XXV, Number 2, pp.

19-23.

5. The most notable efforts to produce an overview of workers' compen-
sation procedures are those of Monroe Berkowitz. See "The Processing
of Workmen's Comperiiation Cases," Bureau of Labor Standards,
Bulletin 310 (Washington, DC: U.S. Der, lament of Labor, 1967). More
recently, Monroe Berko;dvitz and John Burton reviewed ten state sYstems

to determine the procedures and criteija used for permanent disability
benefits. These results were reported as Part II of "Permanent Disability
Benefits in the Workers' Compensation Program" (mimeo, October
1979), the final report to the National Sciegce Foundation. An updated
version of this study will be published by the W. E. Upjohn Institute for
Employment Research in 1983.
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6. See Norman Root and Michael Hoefer, "The First Work-Injury Data
Available from New BLS Study," Monthly Lab& Review, January
1979, pp. 76-80 and Norman Root and David McCaffrey, "Providing
More Information on Work Injury and Illness," Monthly Labor Review,
April 1978, pp. 16-21.

7. Bureau of Workers' Disability Comiynsation Annual Report,
LABORegister, May 1979, p. 203.

8. It can safely be assumed that no policymaker would be willing to wait
the additional two to three years for an appealed decision to be processed
by the Workers' Compensation Appeal Board.

9. NCCI unpublished tabulations. Unfortunately, there is no published
description of this valuable data base.

10. See H. Allan Hunt, Inflation Protection for Workers' Compensation
Claimants in Michigan: A Simulation Study (Kalamazoo, MI: W. E. Up-
john Institute for Employment Research, 1981), for an example of the
way in which a dynamic element can be extracted from these static data.

11..At least it was not possible in 1978. The computerization of a case
managewient data base may change this situation.

12. It is important to note that this description is of the process at the
time of sampling in the Fall of 1978. It is not necessarily representative of
current Bureau practice.

13. This turns out to have been insufficient to maximize the analytical
potential of the sample. In retrospect, the sample should have been
stratified by type of resolution but that was not appreciated at the time.

14. The sampling ratio was estimated by comparing the completed sam-
ple to official case managenient statistics. This differs consid6rably from
the theoretical sampling ratio of 1 in 156 (one-third of the cases from one
week) due to the variability in the weekly case closure late.

15. Thanks are due to Jo Walker of the Bureau staff for the suggestion
that some former Bureau employees might be available for this work. It
improved the quality of data immeasurably.



AN EMPIRICAL OVERVIEW
of WORKERS' COMPENSATION
in MICHIGAN

Introduction

It is very difficult .to describe a workers' compensation
system regardless of the approach that is used. This is
because of the number and diversity of cases and their
specificity. Each case is special in that it represents an inter-
ruption, . possibly a permanent disruption, in the normal
routine of the injured worker. Each case is also unique, at
least from the claimant's point of view. But because of the
volume of workers' disability claims in Michigan, some
generality is required to describe the workings of the com-
pensation system overall.

Thus it is necessary US look for the broad trends and
similarities among these diverse cases. While this leads to a
perspective which tends to minimize the human aspects of
these disability cases, it should not be taken to imply that the
unique personal aspects of each disability claim are unimpor-
tant. Reaching a broader judgMent of the facts does
necessitate reducing the amount of detail retained on each
observation. It is these Mails, however, that matter most to
the injured worker and ultimately to the social judgment of
the performance of the workers' compensation system.

25
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As reported in chapter 1, the data for this study were
abstracted from the official record of the case by people who
knew what they were looking for. But one has only to read
through a handful of the litigated case folders to see that the
official record does not contain a very complete story. This
problem is particularly acute for redemptions, where the
record is very thin indeed. Even where a transcript of the
hearing is available, it is difficult to -assess the "facts" as
presented ii an intensely adversarial procedure. The most
disappointing aspect is the medical expert testimony as to the
nature and extent of the disability. Oftentimes it is hard to
believe that the medical examinations put forward by the two
sides were carried out on the same person.

This is not to be taken as a criticism of the administration
of the yvorkers' compensation system. Michigan's system
was designed to be self-administering,' with a relatively small,
passive role for the state to play. But theeffect is to leave the
outside observer, dependent on official sources, with the
task of trying to describe a very complex and bewildering ar-
ray of disability cases with a sketchy and sometimes
unreliable set. of facts.

Nevertheless, this descriptive effort will concentrate on
those facts. The attemPt will be to -present the numbers as
they emerge from the Michigan Closed Case Surveyto try
to construct an empirical description of workers' compensa-
tion in Michigan. For this purpose it is necessary to work
with an integrated sample that combines the litigated and
unlitigated samples described in chapter 1. Only by
weighting the two samples appropriately can the entire
workers' compensation system be addressed simultaneously.

Since unlitigated cases were sampled at a 1 in 86 rate and
litigated cases were sampled .at a 1 in 24 rate, the unlitigated
cases will be inflated by a factor of 3.533 (86:24) to bring
them into proper balance with the litigated. The integrated
sample will therefore represent approximately one-half the
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number of cases closed in one month.' Thus in the presenta-
tion of weighted data to follow, there will be a maximum of
1,224 litigated cases and 3,418 unlitigated cases included.
For hypothesis testing, tbe unweithted sample size will be us-
ed to avoid biasing the test statistics; but all tables will report
weighted sample results. The reader should not' be misled,
however; the results reported here are based on the actual
psamples of 1,224 litigated and 954 unlitigated cases as
reported in chapter 1.

The results of the data analysis will generally be reported
separately for cases insured by workers' compensation in-
surance carriers and for the self-insured. The self-insured
sector will be further divided into two groups: the big three
automobile producers (General Motors, Ford, and
Chrysler), and other self-inFurers. This analytical treatm'ent
represents the most fundamental hypotheSis of this study:
that the Michigan workers1 compensation experience is very
different for these three insurer types. It also serves to
highlight the major contribution of the jvICCS over any
other Michigan data basethe capability of comparing the
insured sector to the self-insured.

In each table organized by insurer type, the chi-square
statistic reported at the bottom of the tables gives the result
of .a test of the hypothesis that there are no differences be-
tween the three insurer types (the null hypothesis). The rejec-
tion of that hypothesis is indicated by the asterisk(s), with
one asterisk indicating the hypothesis can be rejected at the
95 percent confidence, level, two asterisks indicating the 99
percent confidence level. Thus the appearance of the
asterisks after the chi-square statistic indicates that the dif-
ferences among the insurer types in the sample are sufficient
to reject the hypothesis that they are the same in the general
case population. While this hypothesis may not always be the
most critical, it provides a useful organizational device for
the presentation. It should also help to remind the reader
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that these are sample data and are always subject sampling
variability. With these preliminary comments in place, the
empirical description of the workers' compensation system
in Michigan can proceed.

The Claims and the Claimants

The most fundamental administrative distinction among
workers' compensation cas6 in Michigan is between
litigated and unlitigated, cases (also referred to- as contested
and uncontested). Table 2-1 shows that about one-fourth of
Michigan's workers' compensation cases are litigated. Either
the claimant or the employer can file a Petition for Hearing
(Form 104), although when the emptqyer files it is frequently
called a "petition for determination'of rights." This form in-
itiates an administrative process whose major elements are:
(1) serving a notice of dispute on the opposing parties and
their counsels, (2) setting the case for pre-trial conference,
and (3) a hearing of the dispute before an administrative law
judge. Almost all of the petitions in Michigan are filed by
claimants, nearly always with representation by an attorney.

Table 2-1 also reveals that the litigation rate among
workers' compensation cases in Michigan is much higher for
the automobile industry (big. three) than for either the in-
sured sector or other self-insured employers. Based- on the
MCCS, it appears that nearly half of the big three's workers'
compensation cases are litigated. In contrast, only about one
case in five is litigated by other insurers. The chi-square
statistic shows that this difference is statistically very signifi-
cant; that is, the difference among insurer types cannot be
attributed to sampling variability alone (at a 99 percent level
of confidence). The conclusion is that the litigated propor-
tion does vary systematically across insurer -types in
Michigan. This phenomenon will be addressed more fully in
the next chapter where the determinants of litigation will be
probed.



Table 2-1
Type of Case by Insurer Type

Type of case
Insurer tyie

Total Carrier Big three Other self-insurers
Numher Percent Number Percent Number Percent Number Percent

Unlitigated 3,347 73.9 2,046 77.9 437 52.3 864 81.0

Litigated 1,179 26.1 579 22.1 398 47.7 202 19.0
Total 4,526 100.0 2,625 100.0 835 100.0 1,066 100.0
Missing cases 117
Grand total 4,642

Chi-square (unweighted)= 121.23" with 2 degrees of freedom.
Unlitigated cases are inflated by a factor nf 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.
Columns may not add to total due to roun lg. rn

V,D
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As interesting as the fact of litigation is the method of
resolution of workers' disability claims in Michigan. Table
2-2 shows that atp estimated 18 percent of all Michigan
workers' compensation cases are settled with a
"redemption" of liability, more widely known as a corn-

, promise and release settlement. While the name Tedemption
seems to be unique to the State of Michigan, the form of the
agreement is not. It is a standar& compromise and release in
which the claimant agrees, in exchange for some considera-
tion, to sign a release in favor of the defendant. In Michigan
parlance, the insurer "redeems" his or her liability for the
disability in exchange for a negotiated cash payment.

It is important to understand that this agreement, after
cursory review by an administrative law judge, amounts to a
permanent release of liability for the injuries specified. The
claimant is relinquishing any future claim, not only for in-
come maintenance, but also for medical or rehabilitative
treatment that may be_ required as a consequence of the acci-
dent or illness. This is the reason why some states have
chosen to forbid this form of agreement. ,Such a prohibition
does not reflect a judgment that the attorneys cannot ade-
quately bargain for their clients. Rather, it is a statement that
no one can foresee the ultimate consequences of an occupa-
tional injui y or illness, and that under these circumstances
there is justification for denying the parties the right to enter
into such an agreement.

Analysis by insurer type reveals that the proportion of
redemptions is more than twice as high among the big three
auto producers, with approximately one-third of all their
cases redeemed. Carriers r8deem just under 16 percent and
self-insurers other than the big three about 13 percent of
their workers' compensation cases. Once again, the chi-
square statistic indicates that the sample evidence is strong
enough to conclude that the Method of resolution does vary
systematically by insurer type.,



Table 2-2
Method of Resolution by Insurer Type

Etesolution Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

Redeemed 836 18.5 412 15.7 284 34.0 140 13.1

'Withdrawn 261 5.8 167 6.4 54 6.4 41 3.8

-Dismiss Ld 59 1.3 23 0.9 28 3.4 8 0.8

Accepted 59 1.3 34 1.3 13 1.6 12 1.1

Decision 71 1..6 36 1.4 23 2.8 12 1.1

Voluntary 3,239 71.6 1,953 74.4 434 51.9 853 80.0

Total 4,526 100.0 2,625 100.0 835 100.0 1,066 100.0

Missing cases 117

Grand total 4,642

Chi-square (unweighted)=116.14" with 10 degrees of freedom.
Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.

Columns may not add to total due to rounding.
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Another category of resolution in table 2-2 is the propor-
tion of cases withdrawn before the scheduled hearing.
Generally this means the petition was withdrawn without
prejudice, i.e., it can be filed again in the future. The
dismissed category refers to cases that the administrative law
judge finds unwolthy;-usually they are dismissed for lack of
prosecution by the applicant. The accepted cases are those
that the employer or carrier accepts "voluntarily" after a re-
quest for hearing but before the dispute has been fully ad-
judicated. hi other words, something that arises in the course
of litigation persuades the insurer that the claim is worthy
after all.

The next category represents the actual decisions by the
administrative law judge. These are in addition to the pro-
forma approval of redemption agreements which constitute
the other significant burden on the hearings process. For
purposes of the analysis here, the decision category includes
both those where benefits were awarded and where they were
denied. Based on this closed case sample, formal decisions
are required in less than 2 percent of all Michigan workers'
compensation cases.

The final category in table 2-2 is for the cases paid volun-
tarily by the insurer. It represents the unlitigated majority of
the workers' compensation case population. The variations
in the proportion of cases paid voluntarily reflect the
likelihood of litigation as presented in table 2-1. Since the big
three experience the highest proportion of litigated cases,
they are shown in table 2-2 with the lowest proportion of
claims paid voluntarily.

Table 2-3 shows the geographic origins of workers' com-
pensation cases in the MCCS broken down by insurer type.
The sample is not large enough to estimate these proportions
very precisely, but it is noteworthy that almost 55 percent of
the workers' compensation cases in Michigan originate in the



Table 2-3
Geographical Location of Injury by Insurer Type

SMSA of injury Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

1

1 Ann Arbor-Ypsilanti 141 3.4 84 3.6 37 4.6 20 2.0

Battle Creek 56 1.3 40 1.7 0 0 16 1.6

Detroit 2,281 54.8 1,135 48.0 530 65.1 617 62.6

Flint . 246 5.9 66 2.8 151 .18.6 29 3.0

Grand 13.apids 338 8.1 265 11.2 0 0 73 7.4

Jackson 64 1.5 50 2.1 0 0 14 1.5

Kalamazoo-Portage 113 2.7 71 3.0 5 0.6 37 3.7

Lansing-East Lansing 151 3.6 71 3.0 30 3.7 50 5.1

Muskegon 94 2.3 83 3.5 0 0 12 1.2

Saginaw 108 2.6 46 2.0 54 6.6 8 0.8

Other areas 570 13.7 454 19.2 7 0.8 109 11.1

Total 4,163 100.0 2,365 100.0 813 100.0 985 100.0

Missing cases 480
Grand total 4,642

Chi-square (unweighted)=348.6l" with 20 degrees of freedom.
Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.

Columns may not add to total due to rounding.
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Detroit SMSA. Nearly two-thirds of the self-insured ca es
come from Detroit. Detroit's employment in 1978 was 8

percent ,of the State of Michigan as a whole, so Detroit is
somewhat overrepresented in the workers' cdmpensati n
system.

Tables 2-4 and 2-5 show the nature of the injury and
injured part of the body, respectively, for closed Michi n
workers' compensationases. These data were coded acco d-
ing to the American National Standards Institute Z-16 s an-
dard and then collapsed into larger groupings, for t ular
presentations. The most common type of injury is th sprain
or strain, with nearly 40 percent of all cases fallin into this
group. The large representation of multiple iqJuries and
multiple body parts in the tables reflects the iniblence of the
litigation procedure. When applicants file petitions for hear-
ings, they or their attorneys frequently list multiple injuries.
In fact, sometimes the petition reads like an index to the
parts of the body. This inclusive approach to definition of
injury is presumably helpful to the claimant during the litiga-
tion process, but it makes a realistic description of the injury
very difficult in these cases.'

During the data collection for the MCCS, coders were in-
structed to record up to three specific injuries, particularly if
they showed different injury dates. For analytical purposes,
however, it seemed preferable to code such cases simply as
multiple injuries. It should be pointed out that the result may
not accurately represent the true nature of the injury. But
there is no alternative to viewing these claims through the
veil of the litigation process itself. Thus any distortions are
introduced by the litigation process, not the reporting of the
data per se.

This problem is also reflected in the comparisons among
insurer types in nature of injury and part of body injured.
The differences in proportions by insurer type seem to be a

'1



Table 2-4
Nature of Injury by Insurer Type

Selected ANSI
injury categories Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Numb 6r Percent Number Percent Number percent

Amputation 44 1.0 15 0.6 18 2.2 12 1.1

Burn 100 2.2 74 2.8 7 0.9 19 1.8

Bruise 548 12.2 319 12.2 104 12.5 125 11.8

Cut 420 9.3 264 10.1 61 7.4 94 8.9

DislocatiOn 62 1.4 l' 42 1.6 6 0.7 14 1.3

Fracture 451 10.0 280 10.7 74 8.9 97 9.2

Hernia 154 3.4 108 4.1 21 2.5 25 2.4

Inflammation of joints 100 2.2 56 2.1 16 1.9 28 2.7

Sprain or strain 1,734 38.5 1,041 39.9 224 27.0 469 44.3

Multiple injuries 526 11.7 201 7.7 227 27.3 97 9.2

Other 293 6.5 167 6.4 65 7.9 61 5.7

Unclassified 69 1.5 44 1.7 8 1.0 17 1.6

Total 4,501 100.0 2,611 100.0 831 100.0 1,059 1130.0

Missing cases 141

Grand total 4,6424'

Chi-square (unweighted).--- 146.28" with 22 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlit:gated sample.

Columns may not add to total due to rounding.
14,
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Table 2-5
Injured Part of Body by Insurer Type

Part of body Total
-,--, Insurer type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

Head or neCk 152 3.4 99 3.8 20 2.4 34 3.2
Arm or wrist 306 6.8 182 7.0 55 6.6 68 6.4
Hand or finger 694 15.4 393 15.1 116 14.0 185 17.4
Abdomen 217-` 4.8 134 5.1 40 4.8 43 4.0

_Back 1,005 22.3 603 23.1 117 14.1 285 26.8
Other trunk 242 5.4 159 6.1 24 3.0 58 5.5
Leg or ankle 573 12.7 362 13.9 81 9.8 129 12.2
Foot or toe 256 5.7 167 6.4 45 5.4 44 4.1
Multiple parts . 855 19.0 392 15.0 282 34.0 181 17.0
Body system 160 3.6 83 3.2 45 5.4 32 3.0
Other 43 1.0 36 1.4 4 0.5 3 0.3

Total 4,504 100.0 2,611 100.0 830 100.0 1,063 100.0
Missing cases 138
Grand total 4,642

Chi-square (unweighted)= 102.22" with 20 degrees of freedom.
Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.
Columns may not add to total due to rounding.
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consequence primarily of the number teporting multiple in-
juries. This 'in turn is a function largely of the proportion of
all cases that are litigated. So while the chi-square statistic
shows that the distriliteion of injuries does differ
systematically by instirer type, this does not appear to be an
important result analytically.

Table 2-6 tshows the level of disability reported for weekly
benefit cases by insurer type in Michigan. The bulk of claims
are for temporary total disabilities. The overwhelming ma-
jority of these involve only one spell (or period) of disability.
However, there are a significant number of cases reporting
multiple spells. If the multiple total disability spells are com-
bined with the total, disability followed by a partial disability
group, the sample indicates that about 5 percent of all
Michigan cases do involve more than one period of weekly
disability compensation payments.

It should be pointed out that this tabulation is oriented"
very strongly to the receipt of week ly benefits. This is il-
lustrated by the other major category in table 2-6, "no week-
ly compensation." This group includes uncompensated
cases, of course, but it is dominated by redemptions. Most of
these never received any weekly indemnity payments at all;
they are simply lump-sum settlements of disputed cases.

This reflects the practice in Michigan, but it also com-
plicates the description of Michigan's disability cases in
terms of the traditional disability categories. Michigan
statute does not distinguish between temporary and perma-
nent disabir 's (except for defining "total and permanent
disability" as a special group). Thus there is no need to cer-
tify the expected duration (or severity) of disability when a
case is redeemed. All that appears in thc record is a disputed
allegation of a work-related disability, some contradictory
medical testimony as to the condition of the claimant, and a
lump-sum payment. The true nature and extent of disability



Table 2-6
Level of Disability by Insurer Type

GO

tri

5: ,

2
0
<0
-.1
<
5

4

Disability level Toial

Insdrer type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

Total disability -
one spell

Total disability -
multiple spells

Total and partial
disability

Partial disability
Scheduled loss
Fatality
No weekly compensation

Total
Missing cases
Grand total

3,180

193

35

24
50

5

1,030

4,517
125

4,642

70.4

4.3

0.8
0.5
1.1
0.1

22.8

100.0

1,969

95

1'6'

18

24
1

496

2,619

75.2

3.6

0.6
0.7
0.9
0

19.0

100.0

401

37

11

1

18

4
362

833

48.1

4.5

1.3
0.1
2.2
0.4

43.5

100.0

810

60

9

6
8

0
171

1,065

76.1

5.7

0.9
0.5
0.8

0
16.1

100.0

Chi-square (unweighted)= 141.80" with 12 degrees of freedom.
Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.
Columns may not add tcf total due-to rounding.
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is generally not apparent. Fb,r this reason, table 2-6 is not
comparable to an out*ardly` imilar tabulation for other
states.

It does introduce a fundamental distinction between week-
ly indemnity payments and lump-sum payments which will
be maintained throughout this volume, however. Because of
the confusion over what is a permanent and what a tem-
porary disability, it seems preferable in a Michigan context
to focusli on the form of indemnity payment rather.than the
duration of disability.' This will occasionally produce some
confusing results. For instance, table 2-6 indicates that only
0.1 percent of closed cases are fatalities. But this really
means that 0.1 percent of closed cases were paid weekly sur-
vivor's benefits. Excluded from this figure is a much larger
group of fatality claims that were redeemed and, hence, in-
cluded in the no weekly compensation classiftion. Similar-
ly for the partial disability category in table 2-6, Only those
cases that were paid. partial weekly benefits under the wage-
loss principle are included. Other partial disabilities that
were redeemed are included in the no weekly compensation
category.

The distortions resulting from these unusual factors in
Michigan have been very troublesome in a number of ways.
The National Council on Compensation Insurance, in
analyzing Michigan loss data, groups together all permanent
injuries that are not totally disabling, all temporary total
disabilities with a duration in excess of one year, and lump-
sum settlements of all cases other than permanent total
disabilities. They call this amalgam "other permanent
disabilitips," and find that about 60 percent of indemnity
losses arise from this category. It is clear that these are very
different types of cases from a policy perspective, however,
and it causes considerable confusion to lump them together.
Whether the attempt to separate weekly payments and lump-
sum payments, as done here, will prove more successful re-

'1
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mains to be seen. It does provide an alternative way of look-
ing at Michigan workers' compensation cases.

Continning with the emphasis on weekly benefit
payments, table 2-7 shows the reason the insurer reported for
the termination of weekly benefits. Obviously, this table on-
ly includes closed cases -that received some weekly benefit
payments. Those cases that were redeemed without any
weekly payments are represented among the missing cases in
table 2-7. The message of this table is that the overwhelming
majority of weekly payment cases in Michigan, nearly 90
percent*, culminate in the claimant's return to work. This is
as it should be, since a recovery from disability and return to
work is always the primary goal of workers compensation.

'Turning to the characteristics of the claimants, table 2-8
indicates that about one-fourth of the workers' compensa-
tion claimants in Michigan are female, with a slightly lower
proportion for the big three auto producers. Table 2-9 shows
the age distribution of claimants by insurer categories. The
most noteworthy features of .this table are the elevated pro-
portion of claims from older workers at the big three and the
higher proportion of young workers in the insured sector.
The former. reflects the high incidence of litigated claims
from auto industry retiree.; while the latter presumably
reflects the younger workforce associated with smaller
employers in the insured sector. Note that while the propor-
tion of workers under 21 is twice as high for the carrier sec-
tor, the average.age of claimants is not much direrent than
that for other. self-insurers. The big three claimants, on the
other hand, do have a noticeably higher average age, 41
years compared to just over 36 for the carrier sector.

These differences are also reflected in tables 2-10 and 2-11,
which show the reported number of depenknts and average
weekly earnings, respectivel3i, by insurer type. According to
table 2-10, about one-third of workers' compensation
claimants in Michigan have no dependents. Furthermore,



Table 2-7
Reason Payments Stopped by Insurer Type

Reason
%

Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

Return to work 3,091 87.7 1,822 84.9 428 89.7 841 93.0

Dispute 7 0.2 7 . 0.3 0 0 0 0

Doctor's report 27 0.8 26 1.2 0 o 1 0.1

Benefit expired 29 0.8 17 0.8 7 1.5 5 0.5

Recovered 58 1.6 40 1.9 6 L3 12 1.3

Redeemed 41 1.2 30 ,1 .4 5 1.0 6 0.7

Other 273 , 7.7 203 9.5 31 6.5 39 4.3

Total 3,526 100.0 2,145 100.0 478 100.0 904 100.0

Missing cases 1,117
Grand total 4,642 m

-zs

Chi-square (unweighted) = 25.65* with 12 degrees of freedom. o0
Unlitigated cases are inflated by a factor of 3.583 to compensate for the sm er sampling ratio in the unlitigated sample.

Columns may not add to total due to rounding.
0
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Table 2-8.
Gender by Insurer Type

Insurer type
Gender Total Carrier \ Big three Other self-insurers

Number Percent Number Percent Number Percent Number Pe cent

Male 3,474 76.9 1,980 75.5 712 85.5 783 73.5
Female 1,045 23:1 641 24.5 120 14.5 283 26,5

Total 4,519 100.0 2,621 100.0 832 100.0 1,066 100.0
Missing cases 124 .

Grand total 4,642

Chi-square (unweighted) = 20.9e. with 2 degrEes of freedom.
Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.0
Columns may not add to total due to rounding.
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Table 2-9
Age at Injury by Insurer Type

Age Total

Insurer type
Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

:Through 20 404 10.1 295 13.0 45 6.1 . 65 6.6
21 to 30 1,176 , 29.4 689 30.3 194 26.2 293 29.7
31 to 40 847 21.2 448 19.7 138 18.7 261 26.5
41 to 50 653 16,3 381 16.7 128 17.3 145 14.71\\

51 to 60 640 16.0 316 13.9 147 19.9 177 18.0
Over 60 279 7.0 145 6.4 88 11.9 45 4.6

Total 3,999 100.0 2,274 100.0 739 100.0 986_ 100.0
Missing cases 643 k = 36.4 5.-C,-- 41.0 X=37.6
Grand total 4,642

Chi-square (unweighted) = 54.45" with 10 degrees of freedom.
Unlitigated cases are inflaZed by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sar
Columns may not add to total due to rounding.
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Table,2-10
Number of Dependents by Insurer Tyr

Dependents Total

Insurer type
Big three Other self-insurers

Numba Percent Number Percent' Number Percent Number Percent

None 1,554 34.9 1,036 40.0 184 22.7 334 31.9
One 1,144 25.7 570 22.0 281 34.7 293 28.0
Two 569 12.8 289 11.2 121 15.0 159 15.2
Three 534 12.0 311 12.0 97 12.0 126 12,0
four 283 6.4 155 6.0 70 8.7 58 5.5
FiVe 143 3.2 81 3.1 25 3.1 37 3.6
Six 47 1.1 16 0.6 18 2.3 13 1.2
Seven or more 172 3.9 131 5.1 13 1.6 28 2.7

Total 4,447 100.0 2,590 100.0 810 100.0 1,047 100.0
Missing cases 196 R = 1.6 .5-( = 1.8 R = 1.6
Grand total 4,642

°Chi-square (unweighted) = 75.25" with 14 degrees of freedom.
Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling -atio in the unlitigated sample.
Columns may not add to total due to rounding.



Table 2-11
Weekly Earnings by Insurer Type

Weekly earnings
categories

Insurer type

Total Carrier Big three Other self-insurers
Number

To $100 210
$101 - $200 1,207
$201 $300 1,554
$301 - $400 779
$401 - $500 283
Over $500 132

Total 4,166
Missing cases 477 X =$235.71 5-( =$302.95 5-( =$272.09
Grand total 4,642

Percent NuMber Percent Number Percent Number Percent

5,0 193 8.0 1 0.1 16 1.6
29.0 894 36.9 74 9.9 238 24.1
37.3 772 31.8 350 46.5 432 43.7
18.7 326 13.5 258 34.2 195 19.8
6.8 170 7.0 40 5.3 74 7.5
3.2 69 2.8 30 3.9 33 3.4

100.0 2,425 100.0 753 100.0 988 100.0

Chi-square (unweighted) 207.214". with 10 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.
olumns may not add to total due to rounding.
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this proportion varies substantially by insurer type with
slightly over 20 percent of big three cases, 30 percent of other
self-insurer cases, and 40 percent of carrier cases reporting
no dependents. It is difficult to say how accurate this infor-
mation may be, but these proportions do seem high. The
number of dependents is reported by the claimant for
litigated cases on the Petition for Hearing. However, if the
case ends up being redeemed there is not likely to be any
review of the number of dependents since it does not figure
directly in the settlement. For cases that receive weekly com-
pensation payments, the insurer reports the number of
dependents, together with the average Weekly wage and the
calculated weekly benefit, on the form that notifies the
Bureau of the commencement of weekly payments. The
Bureau, in turn, notifies the disabled employee of this infor-
mation and urges the worker to advise if it is incorrect.

This would seem to give the claimant an incentive to make
sure the number of dependents is accurate. However, it is
always possible that it is not taken seriously; or that some
unknown reporting bias slips in. In particular, it could be
that the employer reports the number of dependents claimed
for tax withholding purposes, which could systematically
understate the actual number. If the worker is not eligible for
the maximum benefit, or is not well-informed on how
benefit levels are figured, it is likely that no correction would
be forthcoming.

Similar distortions could be present in table 2-11, weekly
earnings by insurer type, since these data were gathered from
the same sources. The average reported weekly wage for the
entire sample was $256.49. But this measurement is for cases
closed in 1978. The weekly earnings reported pertain to the
time of the injury or origin of the case, not to the time of
closure. Thus the wages reported in the MCCS do not repre-
sent one point in time, but a complex mixture of recent
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wages and older wages, according to the length of time the
cases have been in the workers' compensation system.

Nevertheless, it is apparent from table 2-11 that there are
very substantial differences in wage levels between insurer
types in Michigan. A high proportion of injured low-wage
workers are in the carrier insured sector. While 45 percent of
the carrier sector claimants earned less than $200 weekly
before being disabled, this was true for only 10 percent of the
big three and 25 percent of other self-insurers' claimants.
About 10 percent of claimants from each insurer type earned
over $400 per week before their injury. This is a very surpris-
ing level of similarity, given what is known about auto in-
dustry wage levels.

Michigan's statute provides a maximum benefit at two-
thirds of the state average weekly wage at the time of the in-
jury; less if full dependency allowances are not claimed. So
there is little incentive to accurately report earnings if they
are greater than the state average weekly wage. The benefit
formula would prevent recovery of such amounts anyway.
Thus it is probable that the wages of high-earnings level
claimants are systematically understated. For instance, the
big three claimants are reported in table 2-11 as having earn-
ings that are 18 percent more than the average for the whole
sample. According to published figures, the weekly earnings
of workers covered by unemployment insurance in the
transportation equipment industry were about 58 percent
higher than the statewide average in 1977.4 The MCCS
results would be biased downward by the incidence of litiga-
tion delays, long duration d:sabilities, retiree claims, and
other influences; but the differential still appears
unreasonably small. It is probably safe to conclude that the
differences in average earnings in table 2-11 are significantly
understated.
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Compensation Payments'

These wage differences are also reflected in table 2-12,
which shows the weekly compensation rate by insurer type.
The extent of wage loss (total or partial) and the number of
dependents also affect the weekly compensation payment,
but it is primarily a function of the level of earnings. Table
2-12 shows that two-thirds of the cases closed in October and
November of 1978 had received weekly payments between
$100 and $150. A substantial minority of 25 percent received
payments of over $150 per week and a small number received
less than $100 weekly (about 9 percent). The differences
among insurer types are substantial and statistically signifi-
cant. This is -true even though the distribution of weekly
compensation rates is truncated at both ends by the max-
imum and minimum benefit levels.'

\,)
Table 2-13 demonstrates the actual significance of the

minimum and maximum benefit levels in Michigan. Almost
64 percent of all weekly payment cases received the max-
imum benefit for their injury year and dependency classifica-
tion; virtually every case for the big three employees. At the
other end of the scale, about 15 percent of all closed weekly
compensation cases received the minimum benefit. Reflect-
ing the -wage distribution results- presented earlier, the-bulk
of these minimum benefit cases occur in the carrier sector.

Only one case in fie actually received the statutory two-
thirds of gross weekly earnings as the weekly benefit pay-
ment. It should perhaps be pointed out that this result is not
affected substantially by the litigation process, nor by the in-
cidence of lump-sum payments. These measUrements pertain
only to the cases that actually received weekly payments and
refer to the maxima and minima in effect at that time. It is
clear from this evidence that large wage level differences,
filtered through a benefit structure which severely restricts



Table 2-12
Weekly Compensation rate by Insurer Type

Compensation rate Total

Number Percent

Insurer type

Carrier

Number Percent

Big three

Number Percent

Other self-insurers

Number Percent

$1 - $50
$51 - $100
$101 - $150
$151 - $200

Total
Missing cases
Grand total

102 2.9
210 5.9

2,333 66.0
892 25.2

91 4.2
137 6.4

1,487 69,.3

432 20.1

3,537 100.0 2,147 100.0

1,106 X=$127.32
4,642

3 0.6
31 6.5

243 50.8
201 42.0

478 100.0
--)-(=$144.21

8 0.9
42 4.6

603 664,
259 28.4

912 100.0
X = $138.60

Chi-square (unweighted)= 64.60" with 6 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the sinaller sampling ratio in the unlitigated sample.

Columns may not add to total due to rounding.
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Table 2-13
Benefit Rate by Insurer Type

Insurer type
Benefit rate Total Carrier Big three Other self-insurers

Nimbi Percent Number Percent, Number Percent Number Percent

Minimum benefit 546 15.6 467 21.9 0 0 79 8.8
Two-thirds of wage i a J"''" 20.5 551 25.9 8 1.7 160 17.7
Maximum benefit 2,244 63.9 1,110 52.2 470 98.3 664 73.5

Total 3,509 100.0 2,127 100.0 478 100.0 904 100.0
Missing cases 1,134
Grand total 4,642

Chi-square (unweighted) = 197.07" with 4 degrees freedom.
Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.
Columns may not add to total due to rounding.
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the scope of the wage level in determining benefits, still pro-
duces widely varying weekly compensation experience.

This becomes very apparent when discussing possible
legislative changes in the maximum and minimum benefit
levels. Increasing the maximum benefit level would have a
tremendous impact on the self-insured employers; much less
on the insured sector. On the other hand, changes in
minimum benefit levels would be of major concern to in-
sured employets, and of little value to the self-insured. This
was one of the reasons reform of the Michigan benefit for-
mula was A). difficult. The tradeoff among different provi-
sions varied substantially by employer and/or insurer type.

It is time now to turn attention to the duration of disability
issue. However, before presenting any data it is important to
reiterate the bias, discussed in chapter 1, that is introduced
with a closed case design. This potential bias is at its max-
imum when examining duration of disability. In the first
place, the closed cases that involve long durations of disabili-
ty represent an earlier, generally smaller case population.
Thus they-would tend to be outnumbered by short duration,
more recent cases simply as a consequence of the growth of
the labor force.

In addition, since lifetime benefits were only extended to
the general disability category in Michigan in 1965, the case
population may not yet be mature enough to have reached an
equilibrium. This would lead to a further distortion in the
number of long term cases relative to short term cases in a
closed case survey. This concept can be explained with the
aid of a few simplifying assumptioni. Suppose it was possi-
ble to observe a workers' compensation system as it was go-
ing into operation for the first time. Suppose also that all
cases with disability durations greater than one year would
not close until exactly 10 years after the injury date. Assume
that the same number -of cases originate in each year. Any
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sample consisting of one month's closed cases drawn during
the first ten years of system operation would not contain any
long term (ces, but would contain only cases with disability
durations ot less than one year. Thus a closed case sampling
design would, lead to tile incorrect conclusions that there
were no cases with disabilities lasting over one year.

Now, suppose instead of exactly a 10-year duration for
long ,Aerm disability cases, they were characterized by a
distribution of durations. Assume that distribution was rec-
tangular, so that the average duration of long terni cases was
10 years, but they ranged from 1 year to 19 years with a cons-
tant number closing in each year. If a slice-in-time closed
case sample was drawn in year two, a few long term cases
would be represented, but they would be seriously under-
represented relative to the short term cases. This is because
th long term cases would be from only one cohort. As time
passes and the case population "matures" so that cases are
closing from a, number of earlier cohorts, the relationship
between long term closures and short term closures would
change substantially. This change is an artifact of the
measurement technique, not a change in the underlying
dynamics of case duration. Under the stated assumptions, it

would take 20 years for the population to reach an
equilibrium or steady state condition.

When this dynamic distortion phenomenon is imposed on
a fluctuating case population with a very complex duration
distribution, it becomes difficult even to describe the nature
of the problem. However, it is a fact that a closed case survey
tends to yield a distorted view of disability durations. It
systematically underestimates the incidence of long duration
disabilities. The magnitude of the error is a function of the
frequency of long term cases and their duration distribution.

The empirical analysis of the closed case bias in chapter 1
showed that, for Michigan at least, this problem is not as big
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as it would seem. When the durations of disability from the
MCCS were compared to those from another sample with a
different sampling design, the closed case samples appeared
to contain about one-third fewer cases with actual paid dura-
-tions of one year or more. In chapter 1 it was shown that this.
was more than offset when the redemptions were given im-,
puted durations based on the size of the lump-sum
payments. These results should be treated with caution,
however, by anyone whose focus is estimating the actual
durations of disability as opposed to comparing the ex-
perience of different insurer types.

Table 2-14 shows a detailed distribution of compensation
durations by insurer type. This table includes only the actual
number of weeks paid; no lump-sum payments are included.
The most striking feature of this table is the small number of
cases with paid durations of one week to two weeks. This
reflects the benefit waiting period provision in Michigan
statute. Compensation for wage loss begins after one week
of disability, but if the disability lasts two weeks or more,
benefits are paid retroactively from the data of injury. The
effect of this provision is that benefits are paid for either less
than one week or more than two weeks, since the accumula-
tion of one full week of compensated disability triggers pay-
ment for the first unpaid week as well.'

The othe) noteworthy element of table 2-14 is that the dif-
ferences among the insurer types in the distribution of dura-
tion are not statistically significant. Even though the means
are quite different, with a range of 10.1 weeks for other self-
insurers to 16.7 weeks for the big three, the hypothesis that
the distributions are the same cannot be, rejected in this in-
stance. Because of this fact and because the sample numbers
are very small, it is unwise to draw any conclusions about the
apparent differences in the tails of the distribution for the
three insurer types.



Table 2-14
Duration of Weekly Compensation Payments by Insurer Type

Duration Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

Up to 1 week 741 21.1 493 23.2 84 17.6 163 17.9

1 to 2 weeks 234 6.7 140 6.6 40" 8.4 54 5.9

2 to 4 weeks 860 24.5 502 23.6 122 25.5 236 26.0

4 to 8 weeks 776 22.1 456 21.5 99 20.7 220 24.2

g to 13 weeks 336 9.6 210 9.9 42 0 8.7 84 9.2

13 to 26 weeks 290 8.3 158 7.5 44 9-3 87 9.6

26 to 52 weeks 123 3.5 66 3.1 21 4/ 36 4.0

1 to 2 years 73 2.1 44 2.1 11 2.3 18 2.0

2 to 4 years 44 1.2 33 1.5 5 ..A .0 6 0.7

Over 4 years 36 1.0 22 1.0 9 1.9 5 0.5

Total s 3,513 100.0 2,125 100.0 479 100.0 9i0 100.0

Missing cases 1,129 R=12.3 R=16.7 5-(= 10.1

Grand total 4,642

Chi-square (unweighted).= 17.00 with 18 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.

Columns may not add to total due to rounding.
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The table does show the predominance of short duration
disabilities in Michigan's workers' compensation system,
however. Over 20 percent of the cases receiving periodic
compensation payments are paid for one week or less. Over
50 percent of the cases involve no more than four weeks of
disability. Furthermore, this experience holds for all insurer
types. Even though the long duration cases are under-
represented in table 2-14, this conclusion is firm since dou-
bling the long duration cases would not change the overall
distribution very much.

Table 2-15 shows the distribution of total weekly compen-
sation paid by insurer type. It is closely related to table 2-14,
since total weekly compensation is simply the product of the
duration of benefits and the weekly compensation rate. The
differences among insurer types in table 2-15 are statistically
significant. This represents the contribution of the dif-
ferences in weekly compensation rates reported in table 2-12.
In this case, also, the major conclusion is that the system is
dominated by srnall cases. Over 70 percent involve weekly in-
demnity of less than $1,000.

According to table 2-15, only about 3 percent of weekly
payment cases show more than $8,000 in aggregate weekly
indemnity. This number -should be treated with some cau-
tion, however. Since the subject is weekly compensation
payments only, the expensive cases are necessarily old cases
with low weekly compensation rates (appropriate to earning
levels at the time of the injury). Therefore, the realized cost
of those cases is considerably less than a comparable dura-
tion case arising at th'e present time.

This whole discussion might be regarded as misleading by
some, since all lump-sum payments have been omitted thus
far, It was shown in table 2-2 that over 18 percent of
Michigan's workers' compensation cases are redeemed, so
discussing only weekly payment cases could introduce a very



Table 2-15
Total Weekly Compensation Paid by Insurer Type

Total weekly
compensation Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Ntimber Percent Number Percent Number Percent

$1 - $12.5 752 21 505 23.5 81 , 16.9 166 18.2

$126 - $250 199 .6 149 6.9 13 2.7 37 4.0

$251 - $500 822 23.2 484 22.5 123 25.8 215 23.7

$501 $1,000 722 20.4 433 20.1 93 19.4 196 21.5

$1,001 - $2,000 548 15.5 303 14.1 85 17.7 161 17.7

$2,001 - $4,000 270 7.6 148 6.9 45 9.5 77 8.4

$4,001 - $8,000 125 3.5 62 2.9 22 4.6 41 4.5

$8,001 - $16,000 55 1.6 36 1.7 9 1.8 11 1.2

Over $16,000 48 1.3 33 1.5 8 1.7 7 0.8

Total 3,541 100.0 2,153 100.0 479 100.0 9i0 100.0

Missing cases 1,101 5-Z = $1,372 k=$1,723 R-=--$1,237

Grand total 4,642

Chi-square (unweighted)=26.52* with 16 degrees of freedom.
Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlistigated sample.

Columns may not add to total due to rounding.
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serious bias. In fact, table 2-16 shows that the weekly pay-
ment cases and lump-sum payment cases can be treated as
separate populations. Less than 5 percent of all cases receive
both weekly and lump-sum indemnity payments. Nearly 74

percent of all closed cases received weekly indemnity
payments only, and about 15 percent received only lump-
sum paynents, These proportions are somewhat similar for
the carrier sector and the other self-insured sector. The big
three auto manufacturers pay about three times as many
lump-sum cases relatively; but it is still true that there is very
little overlap with the weekly compensation cases.

Tables 2-17 and 2-18 address the other group of compen-
sated cases: lump-sum payment cases. The vast majority of
these are redemptions, but there are a few scheduled loss
cases and lump-sum advance cases included as well. As in-
dicated in table 2-16, 20 percent of the closed case sample
had received lump-sum payments. The cases receiving week-
ly compensation only and those receiving no indemnity at all
are counted as missing in tables 2-17 and 2-18.

Table 2-17 reports the size of gross lump-sums, whereas
table 2-18 covers net lump-sums. The difference between the
two is made up of the costs of litigation: namely, attorney's
fees, other legal costs, and medieal costs. This issue will be
examined in chapter 4, but for now it is sufficient to point
out that the gross lump-sum is what the insurer pays and the
net lump-sum is what the claimant actually receives. Thus
when talking about the cost of lump-sum cases, it is ap-
propriate to use the gross amount, but when discussing ques-
tions of benefit levels, net lump-sums are more appropriate.
The major focus dtere is on table 2-17, i.e., gross lump-sum
payment amounts.

The distribution of lump-sums is not at all similar to the
distribution of weekly payments. There are relatively few
small lump-sum payments, only 5 percent are under $1,000.



Table 2-16
Type of Compensation by Insurer Type

Compensation type Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

Lump-sum payment only 677 15.0 293 11.2 270 32.3 114 10.7

Weekly payments only 3,339 73 8 2,013 76.7 456 54.5 871 81.7

Both 202 4.5 140 5.3 23 2.8 39 3.7

None 307 6.8 179 6.8 87 10.4 42 3.9

Total 4,526 100.0 2,625 100.0 835 100.0 1,066 100.0

Missing cases 116

Grand total 4,642

Chi-square (unweighted)= 141.12" with 6 degrees of freedom.

Unlitigated cases are inflat-1 by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.

Columns may not add to total due to rounding.
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Table 2-17
Lump-Sum Payment (Gross) by Insurer Type

Lump-sum payment Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

$1 $1,000 49 5.6 19 4.4 20 6.8 10 6.5

$1,001 - $2,000 109 12.4 50 11.5 34 11.6 25 16.3

$2,001 $4,000 217 24.7 85 19.6 99 33.8 33 21.6

' $4,001 - $8,000 206 23.4 90 20.8 89 30.4 27 17.6

1 $8,001 $16,000 153 17.4 83 19.2 37 12.6 33 21.6

$16,001 $32,000 125 14.2 88 20.3 14 4.8 23 15.0

Over $32,000 20 2.3 18 4.2 0 0 2 1.3

Total 879 100.0 433 100.0 293 100.0 153 100.0

Missing cases 3,763 R = $10,529 X =$5,659 X =$8,493

Grand total 4,642

Chi-square (unweighted)--= 78.87" with 12 degrees of freedom.
Unlitigated cases are inflated by a fa:tor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.

Columns may not add to total due to rounding.
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Table 2-18
Net Lump-Sum Payment by Insurer Type

Lump-sum payment Total
Insurer type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

$1 , $1,000 97 11.2 34 8.0 43 14.8 20 13.4
$1,001 - $2,000 146 16.8 68 15.9 50 17.2 28 18.8
$2,001 - $4,000 222 25.6 91 21.3 100 34.4 31 20.8
$4,001 $8,000 195 22.5 97 22.7 68 23.4 30 20.1
$8,001 - $16,000 139 16.0 88 20.6 25 8.6 26 17.4
Over $16,000 68 7.8 49 11.5 5 1.7 14 9.4

Total 867 100.0 427 100.0 291 100.0 149 100.0
Missing eases 3,775 R =$7,336 R =$3,777 5(= $6,186
Grand total 4,642

Chi-square (unweighted)--= 59.54" with 10 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.
Columns may not add to total due to rounding.
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There are even fewer really large lump-sums, although clear-
ly they account for a significant proportion of the total
lump-sum costs. Roughly 10 percent of lump-sum indemnity
dollars go to the 2 percent of the lump-sum cases that receive
over $32,000 in indemnity.

There are also considerable differences among the three
insurer types in the size of lump-sum payments. This is borne
out by the chi-square statistic, which shows that the null
hypothesis of identical distributions can be rejected at a very
high level of confidence. The distribution for the big three
auto producers appears to be the most unique. It is very com-
pact, with two-thirds of the cases falling between $2,000 and
$8,000 in lump-sums. Presumably this reflects the "routine
retiree redemptions" in auto industry. It is said that there
is an organized market for retiree redemptions in the auto in-
dustry. At any rate, the variance in size of lump-sum
payments is considerably less for the big three than for other
self-insurers or the carrier sector.

While table 2-16 showed that three times as many big three
closed cases received lump-sum payments, table 2-17 in-
dicates that the average lump-sum is much lower for the auto
industry than for carriers or other -self-insurers. This is
noteworthy since the weekly compensation rate was shown
to be significantly higher for the big three. It is hypothesized
that this fact reflects the incidence of retiree redemptions in
the auto industry also. These questions will be addressed
more thoroughly later.

Table 2-19 presents the analysis of duration of disability
payments when lump-sum payment cases are assigned im-
puted durations. After the deduction of legal costs and
medical costs, each net lump-sum payment was divided by
the average weekly indemnity payment to cases from the
same insurer type to get a rough estimate of the number of
weeks represented by the lump-sum payment. These imputed



' Table 2-19
Estimated Duration of Disability by Insurer Type
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Duration of disability
(actual or imputed) Total

Insurer type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

Up to 26 weeks
26 to 52 weeks
1 year to 2 years
2 years to 4 years
Over 4 years

Total
Missing cases
Grand total

3,474
298
191

136
91

4,190
452

4,642

82.9
7.1
4.6
3.2
2.2

100.0

2,014 83.3
149 6.2
90 3.7
98 4.0
68 2.8

2,419 100.0
X = 23.6

564 75.5
98 13.1
64 8.6
11 1.5
10 1.3

748_ 100.0
X= 23.7

896 87.5
51 5.0
37 3.6
97 2.6
13 1.3

1,024 100.0
X =16.9

Chi-square (unweighted)=51.90" with 8 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.
Columns may not add to total due to rounding.

a\



Empirical Overview 63

durations were then added to any actual weekly payment
durations for -Ow individual claimant to yield a total
estimated duration of disability.9

There are a number of interesting results shown in table
2-19. The dominance of short duration cases presented in
table 2-14 is reduced. The inclusion of imputed durations for
lump -sum cases has doubled the relative frequency of cases
with more than 26 weeks disability duration, from 8 percent
to 17 percent. There are also strong contrasts by insurer type
apparent in table 2-19. The carrier segment experiences
roughly twice as high a proportion of cases with more than
two years estimated duration when compared to all self-
insurers. The big three auto producers demonstrate the
lowest relative incidence of long duration cases. They also
show the lowest incidence of cases with less than 26 weeks
estimated duration. This is accounted for by the fact that the
bulk of the big three redemptions end up with imputed dura-
tions of between 26 weeks and two years.

The final point to be made about the estimated durations
in table 2-19 is that the other self-insurers clearly
demonsDrate the lowest durations overall of any insurer type.
The advantage they enjoyed in actual weekly payment dura-
tions (shown in table 2-14) has increased with the addition of
the imputed durations from lump-sum cases. Table 2-19

shows that the average paid duration for self-insurers other
than the big three is only 16.9 weeks, about 30 percent less
than for other insurer types.

Thd last' comparison to be presented is total indemnity for
each closed case. Tables 2-20 and 2-21 show these results by
insurer type. Table 2-20 reports the total indemnity paid to
each closed case by insurer type. It adds the gross lump-sum
amounts to total weekly compensation payments to arrive at
the total indemnity paid to each closed case. Table 2-21, on
the other hand, reports the total indemnity received by the



Table 2-20
Total Indemnity Paid by Insurer Type

4otal indemnity Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

None 307 6.8 179 6.8 87 10.4 42 3.9

.$1 - $125 747 16.5 500 19.1 81 9.7 166 15.6

$126 - $250 196 4.3 147 5.6 12 1.4 37 3.5

$251 - $500 .08 17.9 476 18.1 121 14.5 211 19.8

$501 - $1,000 728 16.1 426 16.2 104 12.5 198 18.6

$1,001 - $2,000 613 13.6 315 12.t., 117 14.0 182 17.1

$2,(101 - $4,000 463 10.2 215 8.2 142 17.1 106 9.9

- $8,000 298 6.6 135 5.2 109 13.0 54 5.0

$8,001 - $16,000 169 3.7 91 3.5 42 5.0 37 7,.4

$16,001 $32,000 138 3.0 101 3.8 13 1.6 24 2.3

Over $32,000 58 1.3 40 1.5 8 1.0 10 0.9

Total 4,526 100.0 2,625 100.0 835 100.0 1,066 100.0

Missing cases 117 5--(= $2,862 X =$2,973 -(= $2,275

Grand total 4,642

Chi-square (unweighted) = 124.79** with 20 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.

Columns may not add to total due to rounding.



Table 2-21
Total Indemnity Received by Insurer Type

Total indemnity Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

None 316 7.0 182 6.9 89 10.6 46 4.3

$1 $125 770 17.0 503 19.2 96 11.5 171 16.0

$126 $250 202 4.5 149 5.7 13 1.5 40 3.7

$251 - $500 812 17.9 479 18.2 122 14.6 211 19.8

$501 - $1,000 743 16.4 433 16.5 110 13.2 200 18.8

$1,001 $2,000 651 14.4 336 12.8 132 15.8 184 17.3

$2,001 $4,000 465 10.3 218 8.3 142 17.1 105 9.8
$4,001 $8,000 278 6.1 136 5.2 88 10.5 54 5.0

$8,001 $16,000 155 3.4 95 3.6 30 3.5 31 2.9

$16,001 - $32,000 101 2.2 73 2.8 8 1.0 20 1.9
CTI

Over $32,000 32 0.7 21 0.8 6 5 0.5

Total
. .

MIssIng cases
4,526

117
100.0 2,625 100.0

X =$2,319

,0.7

835 100.0
X =$2,303

1,066 100.0
X=$1,921

'=1:

Grand total 4,642

Chi-square (unweighted)---92.08" with 20 degrees of freedom.
Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.

Columns may not add to total due to rounding.
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claimants; it adds the net lump-sum payments and total
weekly compensation payments. Both tables are presented
for comparative purposes.

It is noteworthy that the big three and the carrier sector
each come out with an average total indemnity payment of

_ about $2,900, even though the distributions are quite dif-
ferent. The big th ee pay about twice as.many claims in the
$2,000 to $8,000 nge as do other insurers. But they also
show significantly more uncompensated cases. These facts
presumably reflect the redemption policy of the auto in-
dustry. Other, self-insurers have an average total indemnity
level about 20 percent lower than either the carriers or the big
three.

These figures represent the composite influence of the
weekly compensation rates, the durations of weekly
payments, the size of lump-sum payments, and the incidence
of lump-sum payments. To simplify the comparisons, table
2-22 draws together all these elements in summary form. It is
apparent that the three insurer types have widely differing
workers' compensation experiences. The big three are clearly
unique. They experience a very high litigation rate and a very
high incidence of lump-sum payments, more than one-third
of all closed cases according to the MCCS. They also have
the highest proportion of uncompensated cases, presumably
reflecting some successful defenses in the litigation process.

While they show by far the lowest proportion of weekly
compensation (because of the influence of lump-sums), they
pay the highest weekly compensation rates and the longest
average durations. This results L. an average weekly compen-
sation figure that is about one-fourth higher than for the car-
rier segment. On the other hand, the big three appear to off-
set the remarkably high incidence of lump-sum payments
with lower payments to each case. The net result is that the
big three claimants receive the same average total indemnity
per closed case as claimants in the carrier segment.

ti
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Table 2-22
Summary of Compensation by Insurer Type

Compensation summary Carrier Big three
Other

self.insurers

Cases not compensated
(Percent) 6.8 10.4 3.9

Cases with weekly compensation
(Percent) 82.0 57.3 85.4

Average weekly compensation rate
(Dollars per week) 127 144 139

Average weekly compensation duration
(Weeks) 12.3 16.7 10.1

Average total weekly compensation
(Dollars) 1,372 1,723 1,237

Cases with lump-sum payments
(Percent) 16.5 35.1 14.4

Average gross lump-sum payments
(Dollars) 10,529 5,659 8,493

Average net lump-sum payments
(Dollars) 7,336 3,777 6,186

Average total indemnity paid
(Dollars) 2,862 2,973 2,275

Average total indemnity received
(Dollars) 2,319 2,303 1,921

Se lf-instrrers other than the big three present a rather dif-
ferent picture. They have the ,highest proportion of weekly
benefit payment cases and die lowest incidence of lump-
sums. They also show the lowest proportion of uncompen-
sated cases. The average weekly compensation rate for other
self-insurers is 9 percent higher than for carriers, but they
offset this with an 18 percent lower average duration; so the
result is lower weekiy indemnity costs. For lump-sum cases,
they experience both a lower incidence and a lower average
payment, yielding a substantial advantage in lump-sum pay-
ment costs. Summing all these elements, self-insurers other
than the big three realize an average total indemnity ligtirc
that is 20 percent lower than both the carrier and the big
three auto producer level.

'2
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NOTES

1. Inflating the samples to represent one year's cohort of closed cases
was judged to be potentially misleading to the reader.

2. It might also be pointed out that the more inclusive the list of injuries,
the greater the value of the redemption to the insurer since it prevents
future claims for these same disabilities under terms of the redemption
agreement.

3. The problem derives predominantly from the wage-loss philosophy of
the Michigan statute. Since benefits are normally to be paid as long as
wage loss continues, there is no need to create a categorization of
disabilities as permanent or temporary. This will only become clear as
time passes and wage loss- continues or comes to an end.

4. Michigan Statistical Abstract, 14th Edition, 1979,, pp. 286-87.

5. There is a fuller discussion of benefit payments in chapter 4.

6. For 1978, minimum benefits for full-time workers (more than 2-5'

hours per week) ranged from $105 per week with no dependents to $120
with five or more dependents. Maximum benefits varied from $142 per
week with no dependents to $171 with five or more: Similar ranges apply
to the cases originating in the other injury years represented in table 2-12.

7. There is a full discussion of this issue in chapter 4.

8. Of course, the chi-square test is not a test of differences between
means, but rather of the overall distribution as represented in the con-
tingency table.

9. This procedure is the same one used in chapter 1 when comparing the
MCCS to the NCCI Michigan Special Call sample.



LITIGATION 3

Introduction

As the term is used here, "litigation" refers to the filing of
a formal, written request for a hearing with the Bureau of
Workers' Disability Compensation.' It does not presume any
outcome since many litigated cases do not even come to a
hearing; 22 percent are withdrawn. So for tne purposes of
this discussion, "litigated" refers to the administrative treat-
ment accorded the case, not to any particular resolution of
the dispute. This chapter will examine the correlates of litiga-
tion in the Michigan workers' compensation system as
revealed in the Michigan Closed Case Survey. The analysis
will use the weighted sample so as to preserve the correct
relationship between litigated and unlitigated cases in the
population of workers' compensation cases.

In Michigan, litigated cases have come to form a "second
system" of workers' compensation, which operates w.ith en-
tirely different procedures on very different types & claims.
This examination of litigation in Michigan will prove to be
frustrating because of the poor quality of information
available. It will be necessary repeatedly to qualify factual
statements, particularly involving litigated cases, due to the
sources of the data. In most instances, all of the information
available about a litigated case is the product of the litigation
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process. As such, it is intensely adversarial and of dubious
validity.

Most litigated workers' compensation cases in Michigan
enter the system with an attorney attached and no previous
notice to the employer. It would be less common for a
disability claim to "move over" to the litigated track because
a dispute develops in the course of compensation. Most
litigated cases end with a lump-sum redemption payment,
i.e., a compromise and release agreement. It seems obvious
in many cases that this was the objective all along. Thus the
picture that emerges is of a weekly benefit system operating
under the wage-loss principle for one set of claims, and a
lump-sum compromise system operating informally as an
impairment rating system for another set of claims. The lack
of information about the basis for compensation in the latter
cases prevents a clear judgment as to the adequacy or equity
of the settlements. It also makes the description of those
cases both difficult and unsatisfying. Nonetheless, it is im-
portant to make the attempt, even if the major result is to
demonstrate how much is not known rather than how much
is known.

First, a number of tables of bivariate results will be
presented. These will examine the association of each of a
number of case or claimant characteristics with the
likelihood of litigation. This section will conclude with a
multivariate analysis of the probability of litigation. The
same basic variables used in the tabular analysis will all be
considered simultaneously. The linear probability regression
analysis will make possible the assessment of the impact of
each variable on the likelihood of litigation, holding the
other factors constant. This procedure, while suffering from
some well-known technical flaws, reduces the errors
associated with bivari analysis when explanatory variables
are intercorrelated.
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In addition, a general description of the litigated case
population will be presented. This is over and above the
comparative picture of litigated cases that emerges from the
discussion of the correlates of litigation. The first objective
of the chapter is to make clear which cases are litigated. This
analysis will then provide the setting for the description of
the litigated case population as it is represented in the
Michigan Closed Case Survey.

The Likelihood of Litigation

The first table is actually a repeat of table 2-1, except the
focus is in the other direction. In chapter 2 the emphasis was
on analysis of general case characteristics by insurer type;
one of those characteristics was litigation status. Here the
emphasis is on analysis of the likelihood of litigation, and
one of the important correlates of litigation is insurer type
(table 3-1). As discussed earlier, there are very significant
differences in the likelihood of litigation among the different
insurer types. The big three auto producers have a litigation
rate that is more than double that of other self-insurers or
the carrier sector.

It is important to point out that this does not necessarily
prove the auto industry employers are more likely than
others to contest a claim of given quality. It simply means
that the frequency of claims that involve an application for
hearing relative to those that do not is much higher for the
auto industry. Since the overwhelming majority of applica-
tions for hearing are filed by claimants, this is more a
description of the claims process in the auto industry than
anything else. Nevertheless, it does produce a considerable
administrative burden for the Bureau, inasmuch as all the
litigation machinery is invoked with each new petition.

Table 3-2 presents the bivariate analysis of the association
between the nature of the injury and the likelihood of litiga-



Table 3-1
Insurer Type by Litigation Status

Insurer type

I.Litigation status .--,
cm

Total Unlitigated Litigated co

6'Number Percent Number Percent Number Percent =

Carrier 2,625 100.0 2,046 77.9 579 22.1
Big three 835 100.0 437 52.3 398 47.7
Other self-insurers 1,066 100.0 864 81.0 202 19.0

Total 4,526 100.0 3,347 73.9 1,179 26.1
Missing cases 117

Grand total 4,642

Chi-square (unweighted)= 118.21" with 2 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.

Rows may not add to total due to rounding.



Table 3-2
Nature of Injury by Litigation Status

Se1ected ANSI!
injury categories

Total

Litigation status

Unlitigated Litigated

Number. Percent Number Percent Number Percent

Amputation 45 100.0 39 86.8 6 13.2

Burn 100 100.0 97 970 3 3.0
Bruise 566 100.0 462 81.6 104 18.4

Cut 427 100.0 412 96.5 15 3.5

bislocation 62 100.0 54 87.0 8 13.0

Fracture 454 100.0 423 93.2 31 6.8
Hernia 165 100.0 147 89.1 18 10.9
inflammation of joints 104 100.0 82 78.9 22 21.1

Sprain or 1,770 100.0 1,419 80.2 351 19.8,strain
Multiple injuries 536 100.0 47 8.7 489 91.3
Other 310 100.0 150 48.5 160 51.5

Unelassified 70 100.0 64 91.5 6 8.5

Total 4,610 100.0 3,397 73.7 1,213 26.3 r"
Missing cases 33

Grand total 4,642
0

Chi-square (unweighted),- 750.48" with I I degrees of freedom.

Unhtigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.

Rol-Ss may not add to total due to rounding.
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tion. Normally one would say the effect of the nature of in-
jury on the likelihood of litigation, but the direction of
causation is confused in this case. It has become the general
practice to list as many injuries or impairments as possible in
the belief that this increases the probability of an award, or
perhaps the size of award. Thus, in a very real sense, the fact
of litigation can affect the nature of injury claimed. This is .

partirularly clear in the case of the coded category "multiple
injuries" in table 3-2. If the multiple injuries are claimed
because the case is being litigated rather than vice versa, the
normal direction of causation is reversed. Thus it would not
be proper to say that multiple injury claims are more likely to
be resisted by insurers.

The same effect is evident in table 3-3, Injured Part of
Body by Litigation Status. The parallel to multiple injuries is
multiple parts of the body. The category "body system" is
also strongly correlated with litigation. This fact reflects a
reporting anomaly for occupational diseases in the Michigan
system. Since the Petition for Hearing form filed by the clai-
mant allows for the separate listing of a disablement due to
occupational disease, this tends to be claimed as well. Again,
this is a consequence of the adversary process, and not
necessarily an unbiased assessment of the nature of the
disabling condition. There is no unbiased review of the
asserted facts before the hearing. For this reason, it is really
not possible to accurately determine the incidence of occupa-
tional disease among Michigan's workers' compensation
cases.

It is also impossible to determine the actual basis for the
claim in most litigated cases in the MCCS. A review of the
administrative record of the case, especially for redemptions
where no transcript of the hearing is available, does not con-
vey an adequate understanding of the basis for the decision.
Thus the results in tables 3-2 and 3-3 must be treated very
cautiously. While the chi-square statistics indicate great



Table 3-3
Itajured Part of Body by Litigation Sta

Part of body
Total

Litigation status

lin litigated Litigated

Number Percent Number Percent Number Percent

Head or neck i53 100.0 125 81.7 28 18.3
Arm or wrist 311 100.0 287 92.3 24 7.7
Hand or finger 700 100.0 663 94.7 37 5.3
Abdomen 224 100.0 204 91.1 20 8.9
Back 1,037 100.0 795 76.7 242 23.3
Other trunk 254 100.0 236 92.9 18 7.1
Leg or ankle 589 100.0 548 93.0 41 7.0
Foot or toe 257 100.0 240 93.4 17 6.6
Multiple parts 872 100.0 236 27.1 636 72.9
Body system 173 100.0 36 20.7 137 79.3
Other 44 100.0 32 72.9 12 27.1

Total 4,616 100.0 3,404 73.7 1,212 26.3
Missing cases 26
Grand total 4,642

0;i-square (unweighted)= 798.8,1" with 10 degrees of tretidorn.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.
Rows may not add to total due to rounding.
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statistical significance of the results, this is at least partially
an artifact of the measurement of the actual characteristics
of the case. All of the evidence available on some cases is
generated by the adversarial litigation process itself, and this
clearly affects the reporting of the "facts" in the case. Un-
fortunately, there is no way around this problem.

This measurement problem is also reflected in table 3-4
which reports the litigated proportions according to whether
the claimant had been hospitalized in connection with the in-
jury or illness. Over 90 percent of the cases where it could
not be determined whether hospitalization had occurred
were litigated cases. Among the cases where a determination
could be made, table 3-4 indicates that when hospitalization
occurred, the chance of litigation was higher. Regrettably, it
cannot be reliably determined in which cases the insurer paid
the cost of hospitalization, either through workers' compen-
sation benefits or general health insurance programs. No
case by case accounting for medical benefit payments is re-
quired by the Bureau of Workers' Disability Compensation.
Thus it cannot be ascertained which hospitalizations are con-
nected with directly compensable disabilities and which are
connected with general conditions later determined, through
the adversary process, to be compensable.

Table 3-5 indicates That the likelihood of litigation is in-
versely related to the reported weekly earnings. However,
this is partly due to the closed case sampling design, combin-
ed with the long litigation delays in the Michigan system. The
reported weekly earnings at the time of the injury will be
lower for litigated cases simply because they are one to two
years older at the time of closure, due solely to the litigation
proceedings. Again in this instance, the fact that the null
hypothesis of equality in ,arnings can be rejected is not a
very meaningful result.



Table 3-4
Hospitalization by Litigation Status

Litigation status

Hospitalization status
Total Unlitigated Litigated

Number Percent Number Percent Number Percent

Not hospitalized 3,285 100.0 2,745 83.6 540 16.4
Hospitalized 904 100.0 591 65.4 313 34.6
Unknown 396 100.0 32 8.1 364 91.9

Total 4,585 100.0 3,368 73.5 1,217 26.5
Missing cases 57
Grand total 4,642

Chi-square (unweighted) = 501.72" with 2 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.

Rows may not add to total due to rounding.



Table 3-5
Weekly Earnings by Li *gation Status

cc

Weekly earnings
categories

Total
Litigation status

Unlitigated
aro
1:0Litigated

Number Percent Number Percent Number Percent

To $100 211 100.0 154 73.0 57 27.0
$101 $200 1,225 100.0 856 69.9 369 30.1
$201 $300 1,582 100.0 1,154 72.9 428 27.1
$301 $400 780 100.0 677 86.8 103 13.2
$401 $500 284 100.0 254 89.5 30 10.5
Over $500 132 100.0 122 92.4 10 7.6

Total 4,215 100.0 3,218 76:3 997 23.7
Missing cases 428 X =$263 X =$231
Grand total 4,642

Chi-square (unweighted) = 62,34** with 5 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.
Rows may not add to total due to rounding.
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There is more certainty about the numbers presented in
table 3-6. They show the proportion litigated according to
the geographic origin of the claim; the litigiousness of
Detroit is readily apparent. In chapter 2 it was pointed out
that Detroit cases made up 55 percent of all Michigan
workers' compensation cases. But among litigated cases,
Detroit accounts for over 70 percent. This results from a 36.6
percent litigation rate among Detroit area cases, compared
to 22.2 percent for the balance of the state. The least litigious
areas according to table 3-6 are Muskegon, Kalamazoo-
Portage, Grand Rapids, and Lansing. All experience litiga-
tion rates under 15 percent. The chi-square statiqic shows
that the sample evidence is strong enough to reject the
hypothesis of no difference in likelihood of litigation among
locations.

Turning to claimant characteristics, table 3-7 reveals that
females appear to have a marginally higher litigation propor-
tion. But the chi-square statistic. is not significant; meaning
that the hypothesis of equality cannot be rejected. Table 3-8
demonstrates that age of the claimant, however, is

significantly correlated with the likelihood of litigation. The
age distributions cf claimants in litigated and unlitigated
cases are markedly different, with the probability o litiga-
tion rising after age 50. This represents the effect of the
"retiree problem" in Michigan workers' compensation. It
may also reflect the incidence of occupational disease which
tends to rise with ag,:.

While the Michigan system is ostensibly a wage-loss
system, claims from retirees haN,e long been a seiious prob-
lem. Virtually all retiree claims are redeemed, i.e., settled by
compromise and release. Some allege that most of them are
paid because of their "nuisance value"; it is cheaper to pay a
few thousand dollars to redeem the case than to incur the
cost of effectively defending against the claim. The redemp-
tion has the added value from the insurer's point of view of



Table 3-6
Geographical Loration of Injury by Litigation Status

oo

SMSA of injury
Total

Litigation status

Unlitigated Litigated
"0

Number Percent Number Percent Number Percent

Ann Arbor-Ypsilanti 146 100.0 111 76.0 35 24.0
Battle Creek 61 100.0 50 82.0 11 18.0
Detroit 2,355 100.0 1,494 63.4 861 36.6
Flint 247 100.0 183 74.1 64 25.9
Grand Rapids 340 100,0 290 85.3 50 14.7
Jackson 4, 64 100.0 50 78.2 14 21.8
Kala:mazoo-Portage 113 100.0 97 85.8 16 14.2
Lansing-East Lansing 156 100.0 133 85.2 23 14.8
Muskegon 99 100.0 86 86.9 13 13.1

Saginaw 109 100.0 82 75.3 27 24.7
Other 580 100.0 484 83.4 96 16.6

Total . 4,270 100.0 3,060 71.7 1,210 28.3
Missing cases 372
Grand total 4,642

Chi-square (unweighted) = 90.55** with 10 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampliog ratio in the unlitigated sample.
Rows may not add to total due t.) rounding.



Table 3-7
Gender by Litigation Status

Litigation statui-'

Gender

Total Unlitigated Litigated

Number Percent Number Percent Number Percent

Male 3,556 100.0 2,637 74.2 919 25.8

Female 1,075 100.0 778 72.4 297 27.6
Total 4,631 100.0 3,415 73.7 1,216 26.3

. Missing cases 12

Grand total 4,642
4.

Chi-square (unweighted)= 0.60 with I degrees of freedom.
Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sampling ratio in the unlitigated sample.

Rows may not add to total due to rounding.
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Table 3-3 oo

Age at Injury by Litigation Status

Age

rLitigation status 74,
GoTotal Unlitigated Litigated
6.,luillDex Percent Number Percent Number Percent z

Through 20 411 100.0 362 88.1 49 11.9
21 to 30 1,206 100.0 967 80.2 239 19.8
31 to 40 861 100.0 699 81.2 162 18.8
41 to 50 672 100.0 505 75.2 167 24.8
51 to 60 664 100.0 398 59.9 266 40.1
Over 60 280 100.0 72 25.6 208 74.4

Total 4,094 100.0 3,003 73.3 1,091 26.7
Missing cases 549
Grand total 4,642

Chi-square (unweighted) = 229.73** with 5 degrees of freedom.

Unlitigated cases are inflated by a factor of 3.583 to compensate for the smaller sainpling ratio in the unlitigated sample.
Rows may not add to total due to rounding.
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forestalling any additional claim from the individual involv-
ed, providing the language describing the injury is sufficient-
ly broad to encompass any possiole compensable injury.

For the litigated closed case rample, an attempt was made
to determine the retirement status of the claimant from the
information contained in the official case file. The coders,
all experienced former Bureau of Workers' Disability Com-
pensation employees, found they were able to make a
reasonably certain determination in about three-fourths of
all litigated cases. The remainder were recorded as unknown.
Table 3-9 shows that at least one-fourth of the litigated cases
definitely did involve a retired claimant. If one assumes that
the unknown category can be divided between retired and
nonretired workers according to the proportions in the rest
of the sample, the proportion of retirees rises to 35 percent.

The table also reveals very significant differences by in-
surer type. A minimum of 42 percent of litigated big three
cases are from retirees (it would be 53 percent under the same
allocative assumption about the unknowns). On the other
hand, only 14 percent of litigated carrier claimants are
retired (rising to 20 percent with allocation of unknowns).
This means that auto industry has up to three times the
relative incidence of retiree claims. The other self-insurer
group falls in between with an estimated range of 29 to 40
percent retiree claims. So the evidence in the MCCS suggests
that 40 to 50 percent of litigated claimS in the auto industry,
30 to 40 percent of litigated claims from other self-insurers,
and 15 to 20 percent of litigated carrier claims are from
retired employees.

Table 3-10 suggests that the results are similar for total in-
demnity costs. Approximately $9 million in indemnity was
paid to the 1,224 litigated cases in the sample over the active
span of those cases, i.e., before closure. At least one-fourth
of this was paid to retirees; perhaps as,much as one-third.



Table 3-9
Retirement Status by Insurer Type - Litigated Cases Only

Retirement status

Insurer type

cx)
4=,

Total Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent z

Non-retired 522 48.2 307 57.3 136 37.0 79 43.9

Retired 285 26.3 77 14.4 155 42.1 53 29.4

Unknown 277 25.6 152 28.4 77 20.9 48 26.7

Total 1,084 100.0 536 100.0 368 100.0 180 100.0

Missing cases 140
Grand total 1,224

Chi-square (unweighted)=89.09. with 4 degrees of freedom.

Columns may not add to total due to rounding.
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Table 3-10
Total Indemnity Paid to Retirees by Insurer Type - Litigated Cases Only

Insurer type
Retired claimant? Total Carrier Big tliree Other self-insurers

Dollars Percent Dollars Percent Dollars Percent Dollars Percent

No 4,197,457 47,8 3,016,105 56.2 615,751 32.0 565,601 38.1
Yes 2,279,967 26.0 798,055 14.9 990,745 51.5 491,167 33.1
Unknown 2,302,093 26.2 1,557,099 29.0 316,009 16.4 428,985 28.9

Total 8,779,517 100.0 5,371,259 100.0 1,922,505 100.0 1,485,753 100.0

Columns may not adi to total due to rounding.
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For carriers, the range is again about 15 to 20 percent; for
the big three, 50 to 60 percent; and for other self-insurers,
from 33 to 45 percent.

Of course, these indemnity amounts would be less when
expressed as a proportion of all indemnity, not just that paid
to litigated cases. Using the minimum proportions from
table 3-9, payments to retirees represent at/east 18 percent of
all indemnity payments reported in the MCCS. This propor-
tion ranges from a low of 10 percent for carriezs to a high of
40 percent for the big three. Other self-insurers as a group
pay roughly 20 percent of their indemnity dollars to retired
ciaimants.

Table 3-11 shows that these litigated retiree claims are
almost all redeemed. Less than 4 percent are resolved in
some other manner. This contrasts with about 65 percent
redeemed among those litigated cases where the ,Llaimant
could not definitely be identified as a retiree. Retirees are
receiving at least 28 percent of all lump-sum payments to
Michigan workers' compensation claimants.

These numbers are very striking; but they do tend to
overstate the magnitude of the retiree problem somewhat
because of the bias of the closed case desn. Lump-sum
payments will be fully valued in the present as they are com-
mitted. The nature of the closed case design means that the
long term weekly benefit cases will be both underestimated in

number and undervalued in cost. Thus the current lump-sum
payments to retirees are overvalued relative to the total in-
demnity base. The size of this bias is unclear, but it is worth
noting that it should be offset to some degree by the opposite
bias produced by the difficulty of actually identifying
retirees in workers' compensation cases. Nevertheless, the
evidence from the closed case sample is sufficient to
demonstrate that payments to retirees are a very important
factor in Michigan workers' compensation.



\ Table 341
ketirement Status by Method of Resolution

Litigated Cases Only

Resolution

Total Redeemed Withdrawn-- Dismissed Accepted 0. Decision

Retirement status Number Pei cent Number Percent Number Percent Number Percent Number Percent Number Percent

Non-retired 537 100.0 362 67.4 71 13.2 21 3.9 -42 7.8 41 7.6
Retired 292 100.0 282 96.6 1 0.3 2 0.7 0 0.0 7 2.4
Unknown 290 100.0 ,< 174 60.0 54 18.6 32 11.0 10 3.4 20 6.9

C.
Total 1,119 100.0 818 73.1 126 11.3 55 4.9 52 4.6 68 6.1
Missing cases 105

Gi-and total 1,224

CM-square= 146.8** with 8 degrees of treedom.

Rows may_ not add to total due to -ounding.
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Redemption payments to retirees are of interest because of
their clear conflict with the wage-loss philosophy of compen-
sation. The major principle of wage loss is that income .

maintenance payments shall be made as long as wage loss
continues. This -ran be contrasted with, an impairment
philosophy where injured workers are compensated for the
injury itself as well as, or instead of, the loss of _wages atten-
dant upon the injury. In the case of, a voluntarily retired
claimant, it would seem fairly obvious that no wage loss is
being suffered even though there may be an'irnpairment of
some kind. This is onc reason for the assert;on that the litiga-
tion system in Michigan can be regarded as a second
svorkers' compensation system.

Multivariate Analysis

Table 3,12 presents the multivariate analysis of the cor-
, relates of litigàçion. It reports ,the result of a simplet. linear

probability re ression with a dichotomous dependent
variable, whether the case was litigated or it was not. The in-
dependent or explanatory variables are the same ones
discussed in the tabular results above, with a few exceptions.''
Thf goal is to estimate the impact of each characteristic on
the likelihood of litigation, holding all other factors included
in the model constant.

In those instances where the independent variable is
categorical, the linear probability regression measures the
margin'al impact of the presence of the characteristic as com-
pared to the alternative state of the world; namely the
absence of the characteristic. Where the categories would ex-
haust all the alternatives, one category has been omitted and
serves as the rekrence group. For insurer type, carriers are
the omitted group and the marginal impact of the big three
or other self-insurer is measured against that of carriers.
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Table 3-12
Probability of Litigation

Linear Probability Rtgression

Dependent variable - prObability of litigation p(LIT)=.204

'-i Independent variables
13 ge . t

.507 Detroit

.180 Big three
.2-50, Other self-insurers
.114 Detroit and big three
.146 Age (55 or over)
.040 Age and big thred
.232 Female .

2:212 Indemnity ($1,000's)
.054 Multiple spells
.011 fatality. .022 Burn
.092 Cut
.098 Fracture

,
.022 Inflammation
.115 Multiple injuries
.067 Other injuries
.224 Back injuries. sk,

.188. Multiple parts

.037 Body system

.101 ' .015 6.92**

.075 .028 2.69**
-.058 .016 3.63"
.008 :035 .24
.103 .022 4.77**
.053 .043 1.22
.014 .015 .90
.024 .001 18.54**
.036 .030 1.21
.169 .065 2.61**

-.094 - .045 2.09*
-.061 .024 2.55*
-.064k .023 2.78**
.047 .044 1.07
.336 .029 11.50**

-' .079 .034 2.32*
.112 .018 6.36**

.,.....,s, .303 .024 12.82**
--,,.466 .045' 10.39**v

Constant - X2
n 2,177

. F(19, 2157)=134.87**
R' = .543

e "73

-0

,
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Ordinary least squares estimation with a dichotomous
dependent variable' is known to produce heteroscedastic er-
ror terms. The estimates are unbiased, but not efficient.'
That is, the estimated coefficients are accurate, but the stan-
dard error's of those coefficients are biasei upward. This
means that the standard t-test of statistical significanae of
the coefficieis made mole difficult; it, is passible that
statistically significant results will be incorrectly judged_to be
insignificant.

In the present application, this flaw was not judged tp be
serious enough to mandate the use of nonlinear techniques.
The interest here is in a broad assessment of the association
of various case and claimant characteristics with the fact of
litigatih. Linear probability is sufficient for that purpose,
even though it is not the optimal estimation procedure in this
situation: It is possiblethat some weak relationships will be
judged to be insignificant as a result, but in the face of the
measurement problems and causation problems discussed
earlier, this is not too serious.

The regtession was 15erformed on a weighted sample of
MCCS cases, but in this Instance the weights are not the
same as employed earlier. Here it is critical that the total
number of actual observations not be overstated. This would
make the overall regreSsion appear more significant than is'
warranied. So the weights are chosen to make the total
number of observations coincide with the actual, while at the
same time preserving the relation between litigated arid
unlitigated cases. This necessitated weighting each
unlitigated case by a factor of 1.680 and each litigated case
by .469. The result is a weighted sample of 574 litigated and'
1,603 unlitigated cases. The litigated case population is
thueby kept to 26 perceht,of the total, and the total number
of weighted cases is held to 2,177 (actual was 2,178).

The left-hand column in table 3-12 reports the sample
mean for each variable-. In the case of dichotomous variables

;
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such as Detroit, where the variable takes on the value 1 if the
claim is from Detroit and 0 otherwise, this ineatkis the pro-
portion of casek_in the sample that have the chWeacteristic.
For Detr0 the r&-an is .507, which indicates _that just over
50 percent 'of the cases originate in Detroit. The regression
coefficient 03 Y then repOrts the marginal impact of The
presence of this charaeteristic on the probability that the case
will be litigated'.

One of the advantages of linear probability estimates is
that the coefficients are readily interpreted in straight pro-

. bability termS. Thus in table 3-12 the estimated coefficient
for Detroit, listed first' in the table, indicates that the pro-
babilitgrof litigation for a claim which originates in Detroit is
.101 higher than one originating elsewhere in the state,
holding other factors constant. In other words, Detroit cases
are 10 perCent more likely to e litigated than cases from the
balance of the stafe. Furthermore, the t-test indicates that it
is possible to reject the null hypothesis that a Detroit origin is
.not correlated with the likelihood of litigation at a99 percent
level of confidence.

It is important to emphasize that the coefficient measures
the marginal impact, i*.e., holding all other factors included
in the estimated equation constant. It was reported earlier in
this chapter that 36.6 percent of Detroit cases were litigated
while only 22.2 percent of other cases were; implying that
Detroit,cases are 14.4 percent more likely to be litigated. This
is a gross difference, however, and it does not hold any other
factors constant. The measurement reported in 'table 3-12 is
an estimate of the marginal or net impact of Detroit origin
on litigation likelihood. It is lower than the gross bemuse
Detroit claimants are more likely to have other
characteristics associated with litigation, e.g., work in the
auto industry.

Similar observations can be made about the impact of the
next variable in table 3-12, the big three. The estimated equa-
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tion tndicates that cases from the biohree have a probability

of litigation that is .0,75 highethan those where-a carrier

handles the coverage (the, omitted category). On the other

hand, .the coefficient 'for 9ther self-insurers. indicates that

they are less likely (by".058) to experience litigation than are c2)

the ca'rriers. In both instances these are inarginal uasults,

hcilding the other factors in the regression equ'ation constavt,

and in both cases the null hyp6tbesis,of rib relationship can

be rejecte.d by conventional statistical standar& The 4esult,,

for the big three mearis that the earlier resillts reported' in

table 3-1 seriously overstated the. impact of the big three On

the likeliboo'clof litigation. Only about bne-third of th'e gross

difrerence shown:in table 3-4"was actually due, to-the insuretH

type. The other two-thiqls wa§'aue to oiher factors, such as

the-greater. incidence of retiree claims.

The next variable is designed to measnre. interaction be-

fween location ab'd ,insurk It tests for the possibility thet

them/is a synergistic, or interactive, litigation effect on a

claim from the big three that originates in 'the Deffoit area.

The hypothesis is that the presence of both these factors

leads to a higher tendency tO litigate-than the sieriple sum of

the -previous coefficients. This variable takes the Value 1 if

, the claim is frAm the Detroit area and is against one of the

big three auto producers ank1.0 otherwise. The mean value at

the left indicates that 11.4 percent of all closecrcases do share

these two characteriaics. Etit. the coefficient for this,variable

is not,,significantly different from zero, ,which indicates that

the hypothesis of interaction c.-an be rejected:

The variable labelld "Age 55 or over" serves as a proxy

fok the retiree issue. Since retirement status was nos gathered

for theunlitigated cases, it was necessary tb approxiniate this

variable.' Age 55 was chosen as the lower terminus of the

"early" retirement age group. Clearly, this amounts to a

dilution of the infhtenee of retired status since there are

many active workers between ages 55 and 65. However, due
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to the "30 years. and oat" possibility:in the alto industry,
there are a fairly signific 'ant number of retirements 'that oc-
ctir in the mid to late 50s. /

The coefficient for age "55 "or over indicates that this age
group has.,a rare' Of Etigationzthat is about 10 percent higher
than fryopg r workers. Even measured as imgerfectly as
it is, this ftor appears to be as important as a Detroit Origin
in producing litigation. It is relatively more influential than
being emplo"yed in the auto industry, at least as estimated in
this equation.. In addition, there is another interaction term
in the equation which.tests whether there is a synergistic ef-
:fect between the big thTee and older workers. In other words,
is the probabilit3kof litigation ever1 higher when the claimant
is an older auto worker? The results'in table 3-12 do not con-

, firm 'this. While the coefficient appears to be positive, the
t-test shows that it is not significantly different from Zero.
Thus the interaction hypothesis has to be 4jected. These
results reinforte those presented earlier in this chapter. Older

%workers are much more likely to be involv'ed in litigated
claims. One can only sPeculate that ef retirement s5tatus were

a. more adequately, i'neasulvd, the ,relationship would be even
,stronger than revealed here.

1 he last variable in the grbup of background variables is
the gender of the claimant. The female variable measures the
differential probability of litigation as a correlate of the sex
of the claimant. Table 3-12 reyeals that there is no significant
difference between men (the omitted category) and women in
terms of litigatiorvf workers' compensation claims.

The si cond group of independent variables refers directly
to the workers' compensation case ithelf sather than to the
claimant or the insurer. In a sense, these variables attempt to
measure the elements of the claim that are associated with an
elevated tendency to litigate. The first of these is the level of
indemnity payments for, the claim. Since the sample is corn-

f \

;
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posed of closed cases, the indemnity cost is known with cer-
tainty, subject only to the possibility of reopening at some
futtre date. The level of indemnity is measured in units of,
one thousand dollars, so the estimated coefficient indicates
that for each thonsand d011ars of indemnity paid the pro-
bability of litigation \increases by .024. The t-statistic in-
dicates that it is possible tq reject the hypothesis of no rela-
tionship between the likelih.00d of litigation and the level of
indemnity paid.

What the t-statistic cannot do is ,indicate the direction of
causation. One can say that there is a relationship, it -is not
possible to say in which direction the causation flows.' In
particular, it may well be that the process of litigation itself
contributes to the level of indemnity, On the other hand, the
litigation may be a normal outgrowth of the complications
attending the more serious disability claims. Then one would
find a relationship between the level of indemnity andlitiga-
tion, even though they both are consequences of the
seriousness of the disability. In the next chapter, multivariate
reiults on the determinants of indemnity will be presented,
but this issue'of causation will still not be firmly laid to rest
because Of the general lack of' unbiased information about
litigated cases. One conclusion, however, is firm; there is a
positive relationship between the amount of indemnity paid
and the probability of litigation in Michigan's workers; com-
pensation system.

The variable for "multiple spells" represents an attempt
to try to control for the difficult, cases. This dichotomous
variable takes the value 1 if there was more than one distinct
period of diiability asociated with the claim. lt should be
noted that this includes the possibilities of a reinjury or an

,aggravation of a pre-existing injury, as well as a relapse or
premature return to work. This variable is also subject to_
measurement problems in that it is possible that dubious
litigated claims show a tendency to cite earlier periods of

a
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disability to increase the credibility of the claim. This could
be analogous to the measurement problems with the nature
of injury discussed earlier. A somewhat surprising propor-
tion of all closed cases do report more than one period of
disabilityover 5 percent according to table 3-12. However,
this factor is not significantly related to the probability of
litigation; the hypothesis of no relationship cannot be re-
jected in this case.

The rest of the independent variables relate to the asserted
cause of the claim, the specific injury or illness that produced
the disability. For litigated cases, this information comes
from the claimant, generally with the assistance of an at-
torney. For unlitigated cases, the information comes from
the employer. It is very clear that the nature of the injury and
part of body reported in litigated cases are designed to in-
fluence the outcome of th litigation process. Thus the
measurement pi oblems complicate the interpretation -of
these results; it is once again prudent to emphasize associa-
tion rather than causation in.this discussion.

According to the estimated linear probability regression
equation reported in table 3-12, fatality claims are
significantly more likely to be litigated than are non-fatality
cases. While the mean indicates that only about 1 percent of
all claims are for fatalities, the estimated coefficiirit shows
that they are much more likely to be litigated. In fact, this
coefficient is the largest discussed so far; a fatality claim Sin-
creases the likelihood of litigation by .169. Presumably these
disputes are over the question of work-relatedness of the
fatality. It will be shown later" that most of these cases are
settled with lump-sum payments.

The next six variables refer to tl3e nature of itajury
categories reported earlier in table 3-2.'The three categories
with the highest litigation tendency (multiple injuries, other
injuries, and inflammation of joints) and the three with the



96 Litigation

lowest (burns, cnts, and fractures) from that table are
ct.nt.6-ed as dichotomOus variables. In each instance the
estimated coefficient measures the marginal contribution of
that injury type to the probability of litigation. The com-
parison group consists of the omitted categories (ainputa-
don, bruise, dislocation, hernia, sprain or strain, arid
unclassified). It can be seen in table 312 that the burn, cut,
and fracture categories all are associated with reduced pro-

, bability of litigation. Inflammation of joints is not sinifi-
cant, the hypotheSis of no relationship cannot be rejected.
Other injuries .are positively correlated with litigation. All
these' coefficients are in the 5 to 10 percent range, a mean-
ingful level of association but smaller than those discussed
heretofore.

The coefficient for multiple injuries, on the other hand, is
very large. Table 3-12 indicates that 'a claim of multiple in-
juries is associated with an increase of .336 in the probability
of litigation. This reflects the now familiar,problem of the
dependence of the observations of litigated,.cases cin the
litigation pronss itself. There is a high correlation between
claiming multiple injuries and litigation because.thattisthe
way it is done in Michigan. Thus it may be not so intich that
multiple injuries lead to a contested claim as it 'is that a
litigated claim asserts multiple injuries to increase the chance
of a settlement.

° The same is true of the remaining variables in the regres-
sion that refer to the part of the body involved in thse injury
or disease. Multiple body parts and body syVem involvement
are almost synonympus.swith litigated claims in Miehigan;
the direction of causation is unclear here.as well. "Back in-
juries" are also reported in table 3-12 to 1;e correlated with
an elevated probability of litigation. Back injuries were the
single largest group in. table 3-3, pfesented earlier. Here.it
shown that an injury to the back is aSsociated with in-
crease of .112 in the probability of litigation. This result is

1
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apart from the tendency for back injuries to lso be included
among the multiple injury and multiple parts of the body. It
is perhaps to be expected that there would be a greater
tendency for litigation in back injuries because of the dif-
ficulty of establishing the fact of disability objectively.

In summary, it has been demonstrated here that a claim of
multiple injuries is very strongly correlated with litigation in
workers' compensation cases. But this may be more a conse-
qaence of litigation than a precipitator of litigation. There is
a certain stylized way of pursuing a redemption settlement in
Michigan, and the claim of multiple injuries is a part of it.
The same holds true for an injury involving an entire .body
system, since this covers the circulatory system (hear(-cases),
the respiratory system, (lung cases) and other occupational
disease claims. Again, it Las become conventional to claim
these kinds of involvements in litigated claims.

In a more productive sense, it has been determined that
fatalities are more prone to litigation than other cases; that
Detroit claims are more likely to be litigated, as are those
originating from claimants 55 or more years of age, and
those from employees of the big three auto producers.
Higher indemnity levels are associated with gi.eater litigation
probability and so are back injuries. On the other hand,
straightforward injuries like burns, cuts, and fractures are
less likely to lead to litigation. It was also shown that self-
insurers other than the big three are significantly less likely to
be involved in litigated cases.

Having described to the limits of the data base which cases
are likely to be litigated, attention will turn now to a descrip-
tion of the litigated cases as a group.

,The Litigation Piocess

This section will address the origin of litigated cases and
some of their administrative characteristics. Questions such
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as who initiated the litigation, how many insurers and
employers were inyolved, what sorts of injuries were claim- -

ed, and what was the outcome of the litigation,will -be
covered. The major benefit delivery issues, namely the
amount of indemnity paid, in what form, and when it was
paid will be deferred until the next chapter. For the re-
mainder of this chapter, the discussion will relate on. to
litigated cases. As before, the major discriminating va able
will be the type of insurer.

Table 3-13 shows that almost all litigated cases
"originate" with a petition from the employee. This .does
not mean that the employer has rib role in precipitating
disputes; the employer may reject the-claim and then wait for
the employee to take the init. tive in pressing his or her claim
further. The. other category o ble 3-13 that contains a
significant number of cases, agreem t to redeem, repr esents
a slightly different approach. In the 1.:cases the partieL have
already come to an agreement on a c:T

1
promise and release

settlement. However, since the Bureau f Workers' Disabili-
ty Compensation must approve all red4 ptions, this agree-
ment requires a hearing and approval 1:11.ore it can take ef-
fect.

The question of the employer's knowledu and anticipa-
tion of litigated claims is a difficult one, especially with
retired claimants. It is asserted by employers in Michigan
that many litigated claims appear "oul. of the blue," and
that in some cases it is a major challenge just to discover
whether the claimant was ever an employee or not. Table
3-14 lends some credence to these assertions. In Michigan,
Form 100, EmplOyer's Basic Report of Injury, is required
for all injuries, including diseases, which arise out of and in
the course of the employment and cause (1) an aggregate of
seven or more days of disability; (2) death; or (3) specific
losses as enumerated p the statute. This requirement is
designed to insure that the Bureau is informed of every corn-

;
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Table 3-13
Reason for Hearing by Insurer Type

Reason for *thing Total
Iusurer type

Carrier Big three ether self-insurers
Number Percent Number -Percent Number Percent Number Percent

Petition by employee 1,137 96.7 550 95.2 396 99.7 191 95.0
Petition by employer 3 0.3. 2 0.3 0 0.0 1 0,5
Agreement to redeem 25 2.14' 18 3.1 0 0.0 7 3.5
Application for advance 2 0.2 1 0.2 0 0.0 1 0.5
Other 9 0.8 7 1.2 1 0.3 1 0.5

Total ' 1,176 100.0 578 100.0 397 100.0 201 100.0
Missing,cases 48
Orand total 1,224

Chi-square (unv:ieighted)= 20.08" with 8' degrees of freedom.
Column/ may not add to total due, to rounding.

1

0
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pensable accident or illness. In the event that no subsequent
report of compensation is received, the Bureau inquires as to
the reason.

Table 3-14 shows that in the majority of litigated cases,
Form 100 was never filed. Approximately 64 percent of car-
rier, 74 percent of other self-insurer, and 80 Percent of big
threelitigated cased do,, not contain the Employer's Basic
Report of Injury in the official case file. These numbers pro-
bably overstate the fact to. some degree, since it is reasonable
to suppose that mistakes in filing are made. This is especially
true given the sketchy ,information about earlier injuries
sometimes offered in an employee's Petition for Hearing.
However, it does seem clear that the majority of litigated
claims have not been previously reported to the Bureau.

There is no other way of determining what the employer's
knowledge of the situation may have been before being serv-
ed with the Petition for Hearing. But the employer does have
one powerful motive to report any incidents. In Michigan,
the statute of limitations for workers' compensation cases
does not begin to toll until the accident is reported to the
Bureau. If an employer knows of art incident which might
lead to a claim, it is in his or her interest to report it. Thus it
seems reasonable to conclude that many of these claims do
come as a_surprise to the employer when no Form 100 has
been filed.

-.-
This conclusion is further buttressed by table 3-15 which

shows that in over 80 percent of litigated cases, the dispute
comes first. That is, there are no weekly compensation
benefit paid before the initiation of the litigation process.
The litigated cases are not those where a djspute develops
over the long-run consequences of a clearly disabling injury;
they seem rather to be cases where the dispute is over
whether there is any disablement at all, or over the cause of
that disablement. In a sense, the dispute is over whether



Table 3-14
Form 100 Status by Insurer Type

Form 100 status Total
Insurer type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

r,-
IForm 100 not filed 825 71.1 363 63.6 314 80.7 148 74.0

Form 100-first injury 304 26.2 193 33.8 65 16.7 46 23.0
Form 100-subsequent

injury 11 0.9 10 1.8 1 0.3 0 0.0
Fqrm 100-multiple

injuries io 1.7 5 0.9 9 2.3 6 3.0
Total 1,160 100.0 571 100.0 389 100.0 200 100.0
Missing cases 64
Grand total 1,224

Chi-square (unweighted)=.- 49.48** with 8 degrees of freedom.

Columns may not add,to total due to rounding.



Table 3-15
- Timing of Dispute by Insurer Type

Timing of dispute
\

Total
Insurer type r.

..-::.
ov
F'-'-.o

Carrier' Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

Disp'ute before
compensation 930 82.2 411 75.0 367 93.4 152 79.6

;
Compensation before

dispute 202 17.8 137 25.0 26 6.6 39 20.4
;Tota1 1,132 100.0 548 100.0 393 100.0 191 100.0Missing cases 92
Grand total 1,224

7.
I

Chi-square (unweighted) = 53.80** with 2 degFees of freedom.
)

Columns may not add to total due to rounding.

1
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there is a legitimate claim. Table 3-15 'shows that this is even
m'ore true of the auto industry.

the other hand, these claims sometimes are inherently
co plicated. Table 346 ,reports that about 10 percent of
litigated claims inVolve multiple . insurers, multiple
employers, or both. These cases are) naturally going to be
more difficult because of the extra factual questions in-
troduced by the multiple liability possibility. In addition,
table 3-17 shows that about one-fourth of the litigated cases
involVe more than one injury date.. This too would con-
tribute to the potential for dispute as the facts are clouded by
Multiple caussation or reihjury issues. The chi-squarerstatistic
indicates that these experiences are similar for all three in-
surer types.

Table 3-16
Number of Different Insurers

and Employers Involved-

Number of employers
Number of insurers One More than one

One insurer 1;105 2
(90.3%) (0.2%)

Multiple self-insurers 0

Multiple carriers

Total

14
(1.101o)

52 : 51
(4.2%) (4.2%)

\

1,157 67 :-.4

(94.5%) -(5.507o)

Table 3-18, however, demonstrates that when the number
of injudes is added to the table, the results are changed
materially. Apparently the self-insurers experience a larger
number of claimed injuries even though efiese do not occur
on separate dates. A narrow majority of litigated cases fOr



Table 3-17
Separate Injury Days Reported by Insurer Type

Insurer type
SeparateNujury (74'

'A
5'

days reported Total Carrier Big three Other self-insurers zNumber Percent, Number Percent
,

Number Percent Number Percent
One 854 73.9 421 73.5 '294 76.0 139 70.9Two .. 253 21.9 124 .- 21.6 79 20.4 50 25.Three 49 4.2 28 4.9 14 3.6 7 3.6

Total 1,156 1E10.0 573 100.0 387 100.6 196 100.0Missing cases 68
Graul total 1,224

ehi-sRuare (unweighted)= 3.18 with 4 degrees of freedom.
Columns may not add to total due to rounding.



Table 3-18
Number of Injuries and Injury Dates by Insurer Type

Number of injuries
and injury dates Total

Insurer type

Carder Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

One injury, one date 616 53.3 333 58.1 189 48.8 94 48.0

Two injuries, one date 212 'h8.3 '80 14.0 90 23,3 42 21.4

Two injuries, two dates 228 19.7 113 19.7 69 17.8 . 46 23.5

Three injuries, one date 26 2.2 8 1.4 15 3.9 3 1.5

Three injuries,
three dates 49 4.2 28

-.
4.9 .14 3.6 7 3.6

Three injuries,
two dates 25 2.2 1.9 !O 2.6 4 2.0

Total 1,156 100.0

.11

573 100.0 387 100.0 196 100.0

Missing cases 68

Grand total 1,224

Chi-square (unweighted) = 31.67" with 12 degrees of freedom.

Columns may not add to total due to rounding.

1 1,
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/both the big three and other self-insurers involve either
multiple injuries or multiple injury dates. Of course these

( results reflect the data gathering process, and they do
bstantially understate the actual number of injurie men-

tioned by the claimant on the Petition for Hearing. The
figures repprted here represent the best judgment of the
coders aseto what actual injury lay behind the claim.
Therefore, they stand somewhere between established fact
and simple transnAttal of claimant assertions. As was
discussed earlier, there is no way to review litigated cases in
Michigan more adequately using official records. The exact

. nature of the injury, being the primary basis of contention,
rermihas obscUred by the litigation process.

Table 3-19 reports, for., the same injuries tabulated in
tables 3-17 and 3-II , th; type of injury claimed, whether per-
sonal injury or occupational disease. This categorization is
provided by the claimant and may be subject to some ques-
tion, since no review is conducted The Petition for Hearing
form provides separate lines for entering the date of occur-
rence of personal injury or occupatiodal disease, and it is
likely ,that this tends to elicit more occupational disease
claims than would be forthcoming under, other cir-
cumstances. ilnasniuch as the line is on the form, some
claimants probably are motivated to fill it in with the hope of
increasing the likelihcod'of an award or compromise settle-
ment.

Analysis of the type of initry claimed, however, does
show that about one-fourth of alr litigated cases involve
purely occupational disease claims'. A total of nearly 60 per-
cent claim to suffer some occupational disease, while just
over 40 percent claim personal injuries only. Furthermore,
there are rather striking differenges by insurer type. The pro-
portion of occupational disea)e claims is much higher among
the self-lnsured population. Over 70 percent of the big three
cases and over 60 percent of other self-insurer cases involve

1 1 wi



Table 3-19
Type of Injury by Insurer Type

pecrt injury Total
4 Insurer type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percen:. Number Percent

Personal injury only.
Occupational disease

onlY
Both

Total
I

Mi..- esing cases
Grand total

483

296
378

1,157
67

1,224

41.7

25.6
32.7

100.0

295

107
168

50

51.8

18.8
29.5-

100.0

112

144
133

s89

28.8

17.0
1-134i2

100.0

0 76

45
77

198

38.4

22.7
38.9

100.0"

Chi-square (unweighted)=65.10" with 4 degrees of freedom. 0

Columns may not add to total due to rounding.
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some claim .of occupational disease, compared to about 50
percent of carrier cases.

While it is possible that self-insurers.do experience higher
rates of occupational diseases, ii is more likely that their
employees simply claim more occupational diseases. This
could be either because they have better sources of informa-
tion about occupational diseases, or because they perceive
that this strategy increases the likelihood of a successful
claim.i It will be shown later that the method of resolution.Of
litigated cases is also associated with the type of claim. Those
claims that allege some occupational. disease are much more
likely to be redeemed than those that involve personal in-
juries only.

4'

One element of litigated cases that is concrete is the timing
of the injury or, injuries clairhed. Table 3-20 shows V-..e year
of the last reported it iury for this sample of closed litigated
cases. A majority of the cases liad a last reported injury in
1976 or 1977. But the most interesting feature of table 3-20 is
the tail of the distribution. Nearly 45 percent of these cAses
closed in late 1978 reported that the last injury occurred in
1975 or earlier. Nor does this reflect a long period of weekly
benefit payments before closure; most of these cases had
their hearings during 1978, primarily in JulY. and August.
This table offers some insight intO the magnitude of the
delays attendant upon the litigation process in Michigan.
This Subject will be covered in more detail in the next
chapter. For the purpose of describing the litigated case

cY population in Michigan,,it is sufficient to point out that these
cases and the injuries involved in them are old when dry are
adjudicated and even older when they are clospd.

Table 3-21 demOnstrates that not all litigated cases actual-
ly come to a hearing. In fact, nearly 22 percent of the closed
cases in the MCCS sample did nOt. The 'categories in table
3-21 need some explanation for an understanding of the



, Litigation 109

Table 3-211
Year of Last Reportetkinjury Litigated Cases

Year Number of cases Percent

Pie-1968 23 '1.9
1968 15 1.3
1969 16

.
1.3

1970 27 2.3
1921 27 2.3
1972 35
1973 69 , 5.8 ,,,,,
1974 119 10.0i-
1975 182 15.3
1976 357 30.0
1977 300 25.2
1978 19 1.6

Total 1,189 100.0
Missing cases 35
Grand total 1,224

Column may not add to total due to rounding.

litigation process in Michigan. The "claim accepted" yases
are those where the insurer decided to begin weekly
payments to the claimant before the actual date of the hear-
ing, thus validating the claim. This could be due to the
emergence of evidence during the preparation for hearing,
the argumenta of the-Claimant's attorney at the pre-trial con-
ference, a change'in the circumstances of the case, or thein-
te&ention Of the Bureau of Workers' Disability Compensa-
tion. Through this route some 3.4 percent of litigated cases
essentially revert to unlitigated status and receive the benefits
they would have bet entitled to in the first place.

An additional group of 5.2 percent of cases are "dismiss-
ed" for lack of prosecution or various techhical flaws: Most
of these are cases where the claimant, or the claimant's at-

A



Table 3-21,, 0Hearing Status by Insurer Typo

.

Hearing status ,Total
Insurer type '

r--:
Carrier Big three (ToOther self-insurers w

Number Percent Number Percent Number Pereent Number Percent `c5"z
,

Hearing held - 919 78.3 453 78.5 312 78.4 154 77.4
Claim accepted 40 3.4 23 4.0 9 23 8 4.0
Claim dismissed 61 5.2 25 , 4.3 28 -7.0 8 4.0
Claim withdrawn 154 / 13:1 76 , 13.2 49 12.3 29 14.6

Total 1,174 100.0 577 100.0 398 100.0 199 100.0
Missing eases
Grand tot& 1,224

Chi-square (unweighted)= 6.81 with 6 degrees of freedom.
;Columns may not add to total due to rounding.

/7
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torney, does not show up or fails to resporid at one of the re-
quired administrative stages in the litigation process. These
case's essentially are dropouts;from die litigation system and,
presumably, are not'seen again. The "withdrawn" category
is somewhat different in- that the petitioner, usually the
employee, decides to terminate the ,.litigation procedure
before it comes to a hearing. Some of these cases will find
their way back into the system again at.some future date.
Thus calling these cases "closed" , may be somewhat
premature.

Table 3-22 shows the outcome for the 78 percent of
litigated cases that do come to a hearing. More than 90 per-
cent of the hearings`for the cases in this sample were redemp-
lion hearings, and Wy percent of these were approved (831
out of 837). It is obN)idus that the typical compensated
litigated case is a lump-sum redemption. This is the basis Of
tile judgment that Mic'higan really operates a two-tiered
workers' coml5ensation system. The wage-loss principle
organizes the unlitigated system, while the litigated system ;,s
dominated by cornprornise and release settlements.

The other outcomes identified in table 3-22 generally in-
volve weekly benefit payments rather than lurrip-siims. The
"benefits awarded" and "benefits denied" categories repre-
sent the hearing officers' deeisibns in cases that are litigated
to conclusion. According' tO the MCCS, about .3.1 percent
and 1.4 percent, respectively, of litigated cases fall into thFse
categories:4

Another 1.4 percent of litigated cases are "accepted" by
the insurer during the hearing itself. This is in addition to the
3.4 percent accepted prior to the hearing. Thus about 5 per-
cent of all litigated cases are finally accepted by the insurer.
There is also a small gnoup of about 2 percent of litigated
cases that are labeled "stipulations." These are basically
judges' awards that the parties have jointly agreed upon,
therefore no appeal is to be expected in these cases, It is in-

1
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Tabl9 3-22
Outcoine of Hearing by Insurer Type

oiitcome of hearing . Total Carrier
e Number Percent Number Percent

Redemption approved 831 90.1 410
RedemptiOn de*d 6 0.7 3
Benefits awarded 29 3.1 10
Benefits denied . 13 1.4 7
Claim accepted I 13 ,

.
4.4 8

Stipulation 18 2.0 15
Advance approved 1 <7'0.1 0
Qther 11 .1.2 3

Total- 922 100.0 456
Missing cases 302
Gr21-.1 total 1,224

89.9
0.7
2.2

Q 1.5
1.8
3.3
0.0
0.7

100.0

INJ

t "Insurer type t--
Rig three .

GOther self-insurers A,

Number Percent Number
,...:.

Percent 0z
283 90.7 138 89.6

1 0.3 2 1.3
13 4.2 6 3.9
5 1.6 1 0.6
3 1.0 2 1.3
1 0.3 2 1.3
1 0.3 0 0.0
5 1.6 3 1.9

312 100.0 154 100.0

Chi-square unweighted) = 18.76 with 14 degrees of freedom.

Ctrhns may not add to total due to rounding.
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teresting to note that there is no statistically significant dif-
ference among the three insurer types in the s outcomes of
hearings in their litigated, cases. This result was- observed in
table 3-21 as well. Thesonclusion is that while there are con-
siderable differences in the proportion of cases litigated,
there are no significant differences in the types of outcomes
observed for the three types of insurers.

This is borne out again in table 3-23, Appeal Statu by In-
surer Type. Approximately 5 percent of all litigated cases are
eventually appealed, with roughly an equal number of ap-
prls coming from the employees and theinsurers. This table
indicates that the likelihood of appeal is not related to the
type of ins6fer. It al§o seriously understates the importance
of the/appeals process by relating the number of appeals to
the total litigated case population. Table 3-24 reveals that
most of the appeals come from cases involving judges' opi-
nions, as would be expected. Only about 2 percent of
redemption settlements in the sample involved the appeals
process (and of course the appeal could possibly have
preceded he redemption). But over half of the judges' deci-
sions were appealed, with 24 percent appealed by the
employee an percent appealed by the insurer.

When the appeals results are presented in this way, the pic-
ture is very revealing. Only 5 percent of litigated cases are ap-
pealed, but these cases constitute 50 percent of the judges'
decisions. This would seem to raise some seriOus questions
about the adjudicative process in Michigan workers' com-
pensation. Ninety percent of the hearings are to approve
redemptions. Only 1 percent of these are disapproved, so
there is some question as to exactly what has been ac-
complished. Of the remaining 10 percent of the hearings,
half are appealed anyway. This raises serious questions
about the efficacy of the hearings procedure. It is difficult to
see what has been gained by this administrative treatment,
other than delay.



Table 3-23
Appeals Status by Insurer Type

Appeals status Total
Insurer type

Carrier Big Three Other self-insufers
Number Percent Number

-

Percent Number Percent Number Percent

Not'appealed 1,109 94.7 549 95.3 373 94.4 187 93.5
Appealed by employee 32 2.7 12 2.1 12 3.0 8 4.0
Appealed by insurer ' 30 2.6 15 . 2.6 10 2.5 2.5

Total 1,171 100.0 576 100.0 395 ,100.0 260 100.0
Missing eases 53
Grand total 1,224

Chi-square (unweighted) = 2.26 with 4 degrees of freedom.
Columns may not add to total due to rounding.
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Table 3-24
Appeal Status by Method of Resolution

Totid
Resolution

Redeemed Withdrawn Dismissed Accepted Decision
Appeal status Number Percent 'Number Percent Number Percent Number Percent Number Percent Number Percent,

Not appe.ded 1,148 94.6 832 97.8 163 99.4 61 93.8 56 94.9 36 48.0
Appealed by

employee 32 2.6 8 0.9 0 0.0 4 6.2 2 3.4 18 24.0
Appealed by

insurer 34 2.8 11 1.3 1 0.6 0 0.0 1 1.7 21 28.0
Total 1,214 100.0 851 10.0 164 100.0 65 100.0 59 100.0 75 100.0
Missing cases 10.
Grand total 1,224

Chi-square=347.03" with 8 degrees of freedom.
Columns may not add to total due to rounding.
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The final"element of this description of the litigation pro-
cess will be the method of resolution. In essence, this
represents a summary version of tables 3-21 and 3-22 since it
combines the outcomes, ignoring the question of whether a
hearing actually took place. Table 3425 indicates that about
70 percent of all litigated cases end up as redemption set-
tlements. About 6 percent actually reqtfire a judge's opinion,
either award or denial. Roughly 5 percent are accepted by the
insurer somewhere along the litigation process; a similar
number are dismissed by the law judge for various reasons.
This leaves a group of about 13 percent of all litigated cases
that are withdrawn by the petitioner before conclusion.
While there are minor variations in these proportions among
the insurer types, they are not significant. Therefore the con-
clusion, based on the evidence of the MCCS, is that the
resolution of litigated cases does not vary across insurer
types.

It does vary systematically with some other case
characteristics, however. Table 3-26 shows that the method
of resolution differs substantially with the type of injliry. In
particular, cases that involve claims of occupational disease,
either alone or in concert with personal injury, have a
markedly higher incidence of redemption settlements.
Litigated cases that involve an occupational disease claim are
redeemed nearly 80 percent of the time, whereas litigated
personal injury eases are only redeemed about 60 percent of
the time. Claims of occupational disease are also accepted by
the insurer less often than are personal injury cases. Con-
trarily, the number of "washouts" seems to be less in oc-
cupational disease claims. Table 3-26 reveals that over 25
percent of personal injury cases are withdrawn or dismissed;
this compares with only about 14 percent of cases alleging
occupational disease. The reasons for these differences are
not obvious, but it was shown in table 3-25 that there were
no substantial differences by insurer type, so that factor does
not offer a satisfactory explanation.

I
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Table 3-25
Case Resolution by hirer Type

Case resolution Total
Insurer type

Carrier 4\,,,. Big three Other self-insurers
Number Percent Number Percebt Number Percent Number Percent

Redeemed 836 70.9 412 71.2 284 71.4 140 69.3Withdrawn 154 13.1 , 74 12.8 50 12.6 30 14.9
Dismissed 59 5.0 23 4.0 28 7.0 8 4.0Accepted 59 5.0 34 5.9 13 3.3 12 5.9
Decision 71 6.0 36 6.2 23

.
5

1
8 12 5.9 C3

Total (". 1,179 100.0 579 100.0 398 100.0 202 100.0
Missing cases 45,
Grand total 1,224

Chi-square (unweighted) = 9.35 with 8 degrees of freedom.
Columns may not add to total due to rounding,

&:
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Table 3-26
Type of Injury by Method of Resolution 00

Type of injury

Total
Resolution

Redeemed Withdrawn Dismissed Accepted

Number Percent

Decisioy

Number, Percent 0Number Percent Number Percent Number Ptrcent Number Percent

Personal injury
only 504 100 0 297 58.9 86 17.1 42 8.3 41 8.1 38 7.5

Occupational
disease only 307 100.0 243 79.2 32 10.4 11 3.6 4 1.3 17 5.5

Both 389 0 100.0 301 77.4 46 11.8 12 3.1 11 2.8 19 4.9
Total 1,200 100.0 841 70.1 164 13.7 65 5.4 56 4.7 74 6.2
Missing cases 24
Grand total 1,224

Chi-square= 62.84" with 8 degrees of freedom.
Rows may not add to total due to rounding.

4
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Table 3-27 presents the results of another linear probabili-
ty regression analysis. This time the dependent variable is the
conditional probability that a case is redeemed given that it is
litigated. This regression equation was estimated on the
litigated sample of 1,224 cases; no weighting was necessary
in this instance. The list of independent variables is the same
as used earlier in the chapter, except that the various injury
categories are omitted. The oecupational disease variable has
been added as a replacement since the injury categories did .
not prove as useful in discriminating among litigated cases as
t:ley were in distinguishing litigated cases from unlitigated
cases.

Table 3-27
Probability of Redemption for Litigated Cases

Linear Probability Regression

Dependent variable - probability of iedemppon given litigation
p(REDEM I LIT) = .698

Independent variables se
.703 Detroit -.016 .034 .46
.325 Big three -.088 .057 1.53
.165 Other self-insurers -.025 .036 .70
.248 Detroit and big three .007 .062 .11
.312 Age (55 or over) .135 .036 3.76**
.133 Age and big three .142 .057 2.49*
.243 .Female .063 .030 2.10*
.089 Multiple spells -.036 .046 .79
.041 Fatality .027 .064 .43
.569 Occupational disease .157 .027 5.81**

Constant .577

n= 1,224
F(10, 1213)-- 11.33**

113= .085

=,
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There are only four coefficients in the estimated linear
probability regression equation that are significantly dif-
ferent from zero. Claimants aged 55 and over appear to be
13.5 percent more likely to be redeemed than their younger
colleagues. Older auto workergian interaction term) are an
additional 14.2 percent more likely to be' redeemed, over and
above the contribution of age alone. Female claimants ap-
pear to be 6.3 percent more likely to be redeemed than male
claimants. And litigated cases that involve some claim of oc-
cupational disease are 15.7 percent more likely to be redeem-
ed than if no occupational disease is claimed. As stated
earlier, these four coefficients are significantly different
from zero, but only these four. The insurer does not make a
difference (as shown in table 3-25), Detroit origin does not
make a difference, the number of earlier spells of disability
does not make a difference, and fatalities do not show up as
significantly different from other cases.

Perhaps the most interesting statistic in this instance is the
coefficient of variation. The 12 statistiC reported in table
3-27 reveals that less than 9 percent of the variance in the
probability of redemption is accounted for by the variables
in the regression.. Thus the most important conclusion of the
regression analysis is that these factors are not very suc-
cessful in explaining the variation in outcome of litigated
cases. In other word% they do not shed much light on the
question ,of which cases are redeemed.

This(.review of litigation in Michigan's workers' compen-
sation system has proved to be somewhat mixed. The origins
of litigated claims were described in some detail and
specificity. Claims from the Detroit area, from auto
workers, older workers, and th8§e)claims involving larger in-
demnity amounts were shown to be significantly more likely
to be litigated. Fatalities and claims involving multiple in-
juries were also associated with litigation. Claims against
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self-insurers other than the big three and claims involving
relatively straightfOrward injudes such as cuts, burns, and
fractures were shown to be significantly less likely to be
ntigaief

The attempt to explain the outcome of litigation was less
successful, however. Mostly this reflects the inadequate in-
formation available from the official record. It is clear that
most litigated cases end up as redemptions. The fact that
Yetiree claims and occupational'disease claims are more likely
to end up as redemptions is also of interest. The litigation
process in Michigan's workers' compensation system ap-
pears from this review to function primarily as a forum for
validating compromise and release agreements. Whether the
resources devoted to this administrative system, or the delays
introduced, are justified by these results seems to be a very
relevant question in light of these findings.

NOTES

I. See chapter 1 for a fuller discussion of this procedure as it relates to
title sampling design employed in this study.

2. D. R. Cox, Analysis of Binary Data (London: Methuen & Co., 1970)1
chapter 2. See also E. Malinvaud, Statistical Methods of rconometrics
(Chicago: Rand McNally, 1966), pp. 254-8.

3. The specification implications of this question are rather unpleasant.
However, in the descriptive spirit of this investigation;it does not seern
appropriate to go beyond a simple analysis of variance approach to
multivariate hypothesis testing.

p.

4. But recall from chapter 1 that the MCCS sample is deficient in judges'
decisions relative to other types of outcomes.
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Introduction

This chapter wilt address two major questions; what is
paid in indemnity benefits to workers' compensation
claimants, and how soon is it paid? Thus thE thrust of the
chapter is tlie adequacy and timeliness of the income
maintenance benefits paid to claimants in the Michigan Clos-
ed Case Sdrvey samples.

As table 4-1 indicates, it Will be appropriate to distinguish
between the types of _payment (weekly, lump-sum, both, or
none) as well as the types of case (litigaTed or unlitigated) in
this analysis.' For while unlitigated cases are only paid week-
ly benefits (except for occisionl lump-sum advances),
litigated cases show a very high incidence of lump-sum
payments, as discussed in chapter 3. Obviously, lump-sum
payments and weekly payments require different considera-
tion. In particular, it is not possible to calculate the propor-
tion of lost income replaced by a lump-sum payment unless
one knows the specific term of income loss. Generally, in the
lump-sum cases in the sample, tiiis is not known.

It is also somewhat misleading to compare delaYs in pay-
ment for litigated cases and unlitigated cases. Of course,
from the point of view of the injured worker, any litigation
delay may,be a disaster. But according to table 4-1; 18 per-

123
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Table 4-1
Type of Compensation by Type of Case

Litigation status

Compensation type
Total

Unlitigated LitigatedNumber Percent Number Percent Number PercentLump-sum payment only 692 31.8 0 0.0 692 56.5
eekly payments only 1,012 46.5 909 95.3 103 8.4

oth
207 9.5 ' 0 0.0 207 16.9

one
267 12.3 45 4.7 222 18.1Total

2,178 100.0 954 100.0 1,224 100.0hi-square= 1,650.16" with 3 degrees of freedom.
olumns may not add to total due to rounding.
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a

cent Of litigated_ claims are not compensated
Therefore, the process causing the delay did at least serve to
separate the compensated from the uncompensdted, even if
this was primarily a claimant's decision.Mhether the del4 is
worth it is a more difficult policy question, but at least iris
clear that it is unfair to compare litigated and unlitigated
cases in this regard. ,

One way in which litigated and unlitigated cases can be
compared is in total dollars of indemnity received by theclai-
mant. Table 4-2 presents the distribution of indemnity
payments by litigation status. It is obvicifts that these cases
have very different outcomes. The average litigated case in
the sample received nearly $6,000 in indemnity compared to
less than $900 for the unlitigated. Further, this average 'in-
cludes the litigated cases that do not receive any indemnity at
all. Excluding the uncompensated cases, the litigated average
would be'nearly $7,500.

As was discussed at great length in chapter 1, the distribut
tion of indemnity for weekly payment cases is biased with a
closed case sampling design. The ldng term weekly payment
cases art derived from a smaller population than tbe short

'term ones. They are also characterized by the loer weekly
benefit levels representative of earlier earning levels. Even
accounting for this bias, however, the contrast\between the
distribution of litigated and unlitigated cases is very great.
Whereas less than 10 percent of unlitigated cases are paid
more than $2,000 in indemnity, neatly 60 percent of litigated
cases receive this amount. Less than 1 percent of unlitigated

- cases receive more than $8,000 in indemnit* compared to
over 20 percent of litidated cases.

Table 4-3 shows that this result is not a consequence of the
( size of the lump-sum settlements in litigated cases. Table 4-3

presents the distribution of weekly indemnity payments by
litigation status. The category of no payments had to be

13 ±



Table 4-2
Total Indemnity Received by Type of Case

Total indemnity
received

Total
. Type of case

Unlitigated Litigated
Number Percent Number Percent Number Percent

None 277 12.7 45 4.7 232 19.0
$1 - $125 237 10.9 20'8 21.8 29 2,4
$126 - $250 65 3.0 53 5.6 12 1.0
$251 - $500 245 11.2 221 2S.2 24 2.0
$501 - $1,000 251 11.5 195 20.4 56 4.6
$1,001 - $2,000 300 13.8 138 14.5 162 13.2
$2,001 - $4,000 305 14.0 63 6.6 242 19.8
$4,001 - $8,000 220 10.1 24 2.5 196 16.0
$8,001 - $16,000 150 6.9 4 0.4 146 11.9
$16,001 - $32,000 95 4.4 3 0.3 92 7.5
Over $32,000 33 1,5 0 0.0 33 2.7

Total 2,178 100.0 954 100.0 1,224 100.0
Missing cases 0 3 X=$876 . X =$5,942
Grand total 2,178

Chi-square= 996.78** with 10 degrees of freedom.
Columns may not add to total due to rounding.



Tabk 4-3
Total Weekly Compensation Paid by Type of Case

Total weeldY
compensation paid

Total

Type of case

Un litigated Litigated

,Number Percen, Number Percent Number Percent

$1 - $125 218 17.9 208 22.9 10 3.2
$126 - $250 .62 5.1 53 5.8 9 2.9
$251 - $500 256 21.0 221 , 24.3 35 1'1.3

$501 - $1,000 230 18.9 195 21.5 35 11.3

-$1,001 - $2,000 k 193 ,- 15.8 138 15.2 55 17.7
$2,001 - $4,000, 108 8.9 63 6.9 45 14.5

$4,001 38,009 64 5.3 24 2.6
(
, 40 i 12.9

$8,001 - $16,000 47 3.9 4 (14 43 . 13.9
Over $16,000 41 3.4 3 0.3 38 12.3

Total 1,219 100.0 909 100.0 310 100.0
Missing cases

-6--iand total
959

2,178
R =$919 X =*6,423 co

CD

CD

F41

Chi-square =353.44" with 8 degrees-of freedom.

Columns may not add to total ducto rounding.
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eliminated from this table since it would swamp the results
for the litigated sample, so the averages are not consistent
with table,4-2. Table 4-3 shows that the mixture of payment
types in table 4-2 did not distort the comparison between
litigated and unlitigated cases. The litigated cases are muth
more expensive, whether measured-in terms of total indemni-
ty or weekly payments only. What theseAneasures cannot
show is whether the cases are more expensive because they
are litigated or whether they are litigated because they are
more expensive. As discussed earlier, the MCCS data base is
not sufficient to answer this critical question. Building on

, this judgment that litigated and unlitigated cases are very dif-
ferent, the analysis Proceeds with the discussion of compen-
sation payments to unlitigated cases.

What Is Paid to Unlitigated Cases

Table 4-4 indicates the weekly compensation rate for
unlitigated cases in the MCCS. As is shown in the table, two-
thirds of all weekly payment cases received between $100 and
$150 per week. The distribution of weekly conipensation
rates is very tight for two reasons. First, Michigan has very
high minimum benefit levels. While these were never enacted
by the legislature, the Michigan Court of Appeals in 1973 ex-
tended to minimum benefits the statutory provision that ad-
justed maximum benefit levels annually in accord with the
change in the state average weekly wage.' The effect of shift-
ing both minimums and maximums up by a fixed dollar
amount every year has been to compress the range within
which the two-thirds statutory replacement rate operates.

In 1968, the minimum benefit for a disabled worker with
three dependents was $36 per week. The maximum was $81
per week, or a difference of $45 per week. As can be seen in
table 4-5, the 1978 minimum for the same worker is $114
while the 1978 maximum is $159, still an absolute difference
of $45. But relatively speaking, the 1968 maximum was more



Table 4-4
Initial Weekly Compensation Rate by Insurer Type

Unlitigated Cases

Initial weekly
compensation rate

To
Insurer' type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

$1 - $50 26 2.9 24 4.4 0 0.0 2 0.8
$51 - $100 21 2.3 14 2.6 2 1.7 5 2.1
$101 $150 608 67.3 386 71.0 63 52.1 159 66.8
$151 - $200 248 27.5 120 22.1 56 46.3 72 30.3

Total 903 100.0 544 100.0 121 100.0 238 100.0
Missing cases 51 X =$129 = $149 X = $141
Grand total 954

Chi-square= 39.11" with 6 degrees of freedom.
Columns may not add Ve total due to rounding.
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Taible 4-5
Minimum and Maximum Benefit Levels in 1978

Dependents
Weekly benefit levels

Minimum Maximum

0 105 142
1 108 147
2 111 153
3 ' 114 159
4 117 165

5 or more 120 171

SOURCE: Bureau of Workers' Disability Compensation, Michigan Department of Labor.

than twice the minimum, while the 1978 maximum is only 40
percent greater than the minimum. So the range is con-
siderably reduced and 'a greater proportion of weekly benefit
rates are compressed into a narrow interval.

The other element of Michigan law that served to com-
press the weekly compensation rate distribution was' the so-
called 25-hour rule. The statute (Sec, 418.371) specified that
the workers' compensation weekly benefit should be based
on at least 40 times the hourly earnings, unless the employee
was ernployed "specifically and not temporarily on a part-
time basis." In that event, the weekly earnings would be
determined by multiplying the average wage rate by the nor-
mal hours. However, the statute went on to specify that if
the employee worked an average of 25 hours per week or
more, the 40-hour earnings rate should apply. In other
words, the statute arbitrarily increased the compensation
rate for those working mOre than 25 but less than 40 hours
per week This factor would also tend to compress the range
of observed weekly benefit rates.

Table -4 demonstrated that the three insurer types (car-
rier, big t ee, and other self-insurers) have different weekly

1 3 j
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compensation levels. This point is made even more clearly by
table 4-6 which shows the proportion of weekly benefit
payments at the minimum, the maximum, or in bictween.
This table is also an improvement over table 4-4 in tlhat for
each injury year, the actual weekly benefit paid i tested
against the schedule in effect for that year, thus eli inating
the bias \introduced by the time trend in benefit level . Table
4-6 show's that all of the big three, 74 percent of ot er self-
insurer, and 52 percent of carrier cases are compen ated at
the maximum.

On the other hand, 22 percent of carrier claims get the
minimum benefit along with 9 percent of other se -insurer
cases. This leaves a remainder of only one-fifth of all cases
that actually receive the statutory two-thirds itplacement of
gross earnings when they are disabled. Tyis is a most
dramatic illustration of the impact of the /Maximum and
minimum benefit structure in Michigan/ Only a small
minority of injured workers actually rective the specified
replacement rate.

Table 4-7 reports the weekly income replacement rate
calculated from the data iii the official record of each case.
The actual weekly compensation rate paid is divided by the
employer-reported gross weekly earnings to determine the
weekly wage replacement rate. There are ,a number of in-
teresting features to this table. In the first place, it
demonstrates that over 4 percent of insurance carrier
beneficiaries are receiving more than 100 percent wage
replacement, i.e., they are getting more in tax-exempt
workers' compensation benefits than they earned in pre-tax
dollars before their injury. This reflects the operation of the
minimum benefit level and the 25-hour rule reported earlier.

Over two-thirds of big three claimants are receiving less
than 50 percent replacement of lost earnings. Nearly half the
claimants from other self-insurers find themselves in the

1



Table 4-6
Benefit Rate by Insure0ype

Unlitigated Cases

Benept rate Total
Insurer type

Carrier Big three
Number Percent Number Percent Number Percent

Minimum bekfit 142 15.8 121 22.4 0 0.0Two-thirds of wage 177 19.8 137 25.4 0 0.0Maximum benefit 577 64.4. 281 52.1 121 100.0
Total 896 100.0 539 100.0 121 100.0Missing cases 58
Grand total 954

Other self-insurers
Number Percent

21 8.9
40 16.9
75 74.2

100.0

Chi-square= 114.67" with 4 degrees of freedom.
Columns may not add to tatal due to rounding.



Table 4-7
Replacement Rate by Insurer Type

Unlitigated Cases

Replacement rate To 4l

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

Up to 40% 131 14.7 73 13.5 25 21.0 33 14.3

40% to 50% 184 20.7 72 13.3 57 47.9 55 23.8
50% to 60% 146 16.4 72 13.3 27 22.7 47 20.3
60% to 70% 315 35.4 232 42.9 4 3.4 79 34.2
70% to 100% 90 10.1 68 12.6 6 5.0 16 6.9
Over 100% 25 2.8 24 4.4 0 0.0 1 0.4

1.3 Total 891 100.0 541 100.0 119 100.0 231 100.0
Missing cases 63
Grand total 954

Chi-square= 134.93** with 10 degrees of freedom.
Columns may not add to total due to rounding.

U.0
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same situation, as do one-fourth\;of carrier claimants. Ob-
viously, the operation of the Michigan benefit formula com-
bined with the wage differences in the state has produced
some strange results. Some people, especially low-wage
workers and part-time'employees, are being compensated
considerably abovp the statutory rate while the high-wage
earners or those with fewer dependents are cempensated at
lower rates relative to their earnings.

The effect of the wage level on the ieplacement rate can be
seen in table 4-8. It shows that as reported weekly earnings
rise, the replacement rate declines. Workers earning over
$400 per week at the time of disablement all received less
than 50 percent replacement, because of the maximum
enefit limitation. For workers earning less than $100 per
week before injury, one-third experience more than 100 per-
cent weekly income loss replacement due to the operation of
the minimum benefit and the 25-hour rule.'

Turning from the weekly benefit amount to the other ma-
jor variant in weekly benefit cases, the duration of payment,
table 4-9 shows durations by insurer type. It should be
reiterated that there is a bias in table 4-9, introduced by the
closed case sampling design, that causes long duration cases
to be underrepresented. So the distribution shown in table
4-9 is not perfectly representative of the durations experienc-
ed under a pblicy year format.' Nevertheless, these results do
convey the essence of the duration distribution. There are a
great many short-, duration disabilities, and relatively few
long duration disabilities among the unlitigated case popula-
tion.

As shown in the table, about one-fifth of the compensated
cases (uncompensated cases ar -ot included in table 4-9)
have durations of one week or less. Less than 2 percent of
closed unlitigated cases show durations greater than one
year. Furthermore, table 4-9 indicates that while there d1C



Table 48
° Replacement Rate by Weekly Earnings

Unlitigated Cases

Replacement
rate Total

Weekly earnings

To $100 $1014200 14014300 $301-$400 Over $400
. Number Percent Number Percent Number Percent Number Percent Number Percent Number Percent

Up to 400lo 131 14.6 1 2.3 0 0.0 2 0.6 28, 14.9 140 95.0400/a to 500/a 184 20.5 0 0.0 1 0.4 40 12.5 138 73.4 5 5.0500/a to 60010 148 16.5 0 0.0 3 1.3 123 38.3 22 11.7 0 0.0600/a to 700/a 318 35.5 28 65.1 138 57.7 152 47.4 0 0.0 0 0.0700/a to 1000/a 90 10.0 0 0.0 86 36.0 4 1.2 0 0.0 0 0.0Over 100% 25 2.8 14 32.6 11 4.6 0 0.0 0 0.0 0 0.0
Total 896 100.0 43 100.0 239 100.0 321 100.0 188 100.0 105 100.0Missing cases 58 /
Grand total 954

Chi-square = 1,574.15" with 25 degrees of freedom.

Columns may not add to total due to rounding.
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Table 4-9
Duration of Weekly Compensation Payments by Insurer Type

Uri litigated Cases

9

Duration of weekly
compensation payments

\.,

Total
\ Insurer type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

Up to I week 204 22.7 136 25.3 23 19.0 45 18.9
1 to 2 weeks 64 7.1 38 7.1 11 9,1 15 6.3
2 to 4 weeks 234 26.1 137 25.5 33 27.3 64 26.9
4 to 8 weeks 205 22.9 120 22.3 26 21.5 59 24.8
8 to 13 weeks 85 9.5 53 9.9 10 8.3 22 9.2
13 to 26 weeks 69 7.7 35 6.5 11 9.1 23 9.7
26 to 52 weeks 23 2.6 11 2.0 5 7 2.9
I to 2 years 9 1.0 4 0.7 2 3 1.3
2 to 4 years 3- 0.3 3 0.6 0 0 - 0.0
Over 4 years 1 0.1 1 0.2 0 0.0 0 0.0

Total 897 100.0 538 100.0 121 100.0 238 100.0
Missing cases 57 = 7.1 R=7.5 X=6.7
Grand total 954

Chi-square= 13.78 with 18 degrees of freedom.

Columns may not add to total due to rounding.
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slight differences in the average duration of unlitigated cases
by type of insurer, these differences are not statisticany
significant.

There is another interesting element in table 4-9, and that \
is the dearth of one- to two-week duration cases. This results
from the combination of the one-week waiting period before
workers' compensation benefits begia and a two-week
disability 'trigger for retroactive payment for the first week.
In other words, if a worker is disabled and misses work for
one week or less, he or she receives no compensation. Com-
pensation begins on the eighth day after the injury. But if the
disability extends another full week, then payment is made
for the first week as welt
, Logically, therefore, disabled workers should be paid
either for one week (or less) or for more than two weeks,
since the extra week is triggered with the first day of the sec-
ond compensated week. This point is demonstrated in table
4-10, which breaks the first four weeks of duration down in-
to greater detail. It is clear that the bulk of the one- to two-
week duration cases are paid for exactly two weeks (14 days).
Presumably the 15 cases that wer e paid more than one week
but less than two weeks are either voluntary additional
payments by insurers, errors in payment or errors in
measurement of the payments.

Table 4-10 also speaks to those who argue that the poten-
tial reimbursement of the first week induces disabled
workers to stay off the job longer than otherwise necessary.
There is no sure way to determine when a worker could have
returned to work, especially from the written record of a
workers' compensation case. What can be observed is the \
behavioral result, narnly, continued absence from work and
qualification for additional days of compensation. In table
4-10 this would be apparent in a declining number of cases as
the trigger duration is approached and the reappearance of
these cases on or just after the trigger point.
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Table 4-10
Duration Detail for Short Term Unlitigated Cases

Duration
Number of short term

unlitigated cases

lip to 1 week

1 day

, 2 days

3 days

4 days

5 days

38 4

5 r

41

38

37

1 to 2 weeks
8-13 days 15

14 days , 49

2 to 4 weeks
15 days 30

16 days 31

17 days 22

18 days 28

19 days 11

21 days 25

22 days 19

23 days 13

24 days 9

25 days , 12

26 days 13

28 days 22

In the case of Michigan workers' compensation system,
one would expect to find a declining number of cases as the
duration of compensation nears one full week (two *eeks of
disability). This would be offset by a larger number of cases
that were paid exactly two weeks of disability benefits.
Accordill., to the evidence in table 4-10, this is a relatively
minor problem. There were 37 cases with five days duration,
49 cases with 14 days and 30 cases with 15 days. Further, the
general shape of the duration distribution is quite smooth
and regular; there is no enormous peak at'the trigger dura-
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tion. It is quite possible that workers are not well,enough in-
formed about their rights under the workers' compensation
statute to play this retroactive compensation game. But the
conclusion is that this is not a serious problem at the present
_time.

'The product of the duration of payment (in weeks) and the
weekly .benefit amount is the total weekly compensation
paid. This figure is reported in table 4-11 for unlitigated
cases by insurer type. The distribution is quite siniilar to that
of table 4-9 since the major riation is in duration. It is
noteworthy that approximately three-fourths of the
unli4ated weekly benefit cases involve less than $1,000 in
total indemnity. Once again there is no significant difarence
by ihsurer type, even though the means do tend to parallel
the wage and benefit levels reported earlier.

What Is Paid to Litigated Cases

Because of the wide diversity in the litigated case popula-
tion, it seems advisable to proceed with a disaggregated
description. First a few characterizations of lump-sum as op-
posed to weekiy benefit cases will be offered. Then the
discussion will proceed with a description of weekly benefit
cases. This will be followed by an examination of what is
known about lump-sum payment cases. The final section will
attempt to pull these disparate elements back together with a
discussion of the total indemnity paid to litigated cases.

Table 4-12 reports the relationship between the final
resolution of the case and the type of compensation paid.
This should be helpful in establishing a general feel for the
types of cases represented - the lump-sum payment -and
weekly payment groups. As would be expected, redeemed
cases all show lump-sum payments. About 20 percent of the
redemptions also received weekly benefit paymealts; general-
ly, this was during an earlier period of disability. The cases



Table 4-11
Total Weekly Compensation Paid by Insurer Type

Unlitigated Cases

CD

CD

r:11

CD

G"
CD

Total weekly
compensation paid

Total
Insurer tkpe

Carrier Big three Other self-insurers
Number Per:ent

.
Number Percent Number Percent

22 18:2
3 2.5

33 27.3
24 19.8
22 18.2
11 9.1

5 4.1
1 0.8
0 0.0

121 100.0
R =$1,044

Number Percent

4§ ,19.3
10 4.2
57 23.9
53 22.3
43 18.1
20 8.4

8 3.4
' 1 0.4

0 0.0

238 100.0
X = $940

$1 - $125
$126 - $250
$251 - $500
$501 - $1,000
$1,001 $2,000
$2,001 - $4,000

"$4,001 - $8,000
$8,001 $16,000
Over $16,000

Total
Missing cases
Grand total

207 22.9
53 5.9

220 24.3
192 21.2
138 15.3
63 7.0
24 2.7
4 0.4
3 0.3

904 100.0
50

954

if139 '25.5
40 7.3

130 23.9
115 21.1
73 13.4
32 5.9
11 2.0
2 0.4
3 0.6

545 100.0
5-( =$885

Chi-square= 20.66 with 16 degrees of freedom.

Columns may not add to total due to rounding.
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Table 4-12
Resolution by Type of Compensation

Litigated Cases

Resolution Total

Type of compensation

Lumirsum only Weekly only Both None

Number Percent Number Percent Numbet Percent Number Percent Number Percent

Redeemed 850. 100.0 664 78.1 o 0.0 186 21.9 o 0.0
Withdrawn 165 100.0 o 0.0 29 17.6 o 0.0 136 82.4
Dismissed 62 100.0 0.0 9 14.5 0 0.0 53 85.5
Accepted 49 100.0 8 16.3 ao 81.6 1 2.0 o 0.0
Decision 71 100.0 20 28.2 24 33.8 21 29.6 6 8.5

Total 1,197 100.0 692 57.8 102 8.5 208 17.4 195 16 3
Missing cases 27,

Grand total 1,224

Chi-square= 1,505.2" with 12 degrees of fretdOm.
Rows may not add to total due to rounding.
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that were withdrawn or dismissed either received no payment
at all (over 80 percent) or weekly payments only; again, this
would usually reflect a period of disability before the ap-
plication for hearing. The cases accepted by the insurer after
the commencement of the litigation process tend to resemble
the unlitigated cases described earlier. Less than 20 percent
of these show any lump-sum payment.

The greatest variety in type of compensation occurs in the
decision category. This reflects both the amount of discre-
tion the administrative law judges possess and the com-
plicated nature of the cases that finally require a hearing of-
ficer's determination. It should also be pointed out that /here
are probably more than 8.5 percent of the decisions that
result in no award for the claimant. But since no distinction
is made in table 4-12 between weekly compensation paid
before the litigation and that paid after resolution, some
cases that did not receive awards will fall into the weekly
payment category by virtue of their earlier experience.

Table 4-13 looks at the question of type of compensation
in a different way. It asks whether the type of compensation
is influenced by whether the case originated from an occupa-
tional disease claim, a personal injury claim, or a claim
asserting disability from both sources. As was shown in
chapter 3, the table indicates that lump-sum payments
(resulting from redemption agreements) are more prevalent
in occupational disease claims. In fact, table 4-13
demonstrates that only about 5 percent of litigated occupa-
tional disease claims ever received any weekly compensation.
Thiis rises to 20 percent if the cccupational disease is coupled
with a personal injury claim.

The conclusion seems clear that there is something very
different abou/ the occupational disease claims. Unfor-
tunately, it is not possible with the MCCS data base to ac-
curately enumtrate the occupational disease claims among
the unlitigated cases, so it cannot be determined whether an



Table 4-13
Type of Injury by Type of Compensation

Type of injury Total

Type of compensation

Lump.sum only Weekly only Both None

Number Percent Number Percent Number Percent Number Percent Number Percent
1

Personal injury only 490 100.0 187 38.2 72 14.7 135 27.6 96 19.6
Occupational disease only 301 100.0 242 80.4 8 2.7 8 2.7 43 14.3
Both 383 100.0 250 65.3 20 5.2 62 16.2 51 13.3

Total 1,174 100 0 679 57.8 100 8.5 205 17.5 190 16.2
Missing cases 50
Grand tot.al 1,224

Chi-square= 174.74'4' with 6 degrees of freedom.

Rows may not add to total due td rounding.
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unusual proportion bf all occupational disease claims end up
as redemptions. It is certainly indicative of problems in ob-
taining compensation for occupational disease claims,
however.' In this regard it should be noted that the propor-
tion .of uncompensated litigated cases is actually slightly
lower for the occupational disease group, so there is no
evidence that these claims are "less worthy" as a group than
personal injury claims. The problem of securing compensa-
tion for occupational disease claims may be very real, but the
present evidence is not sufficient to make any definitive
statement. All that can be said is that they are compensated
differe tly when litigated.

Table 4-14 returns the discussion to familiar ground; it
reports the type of compensation payment by insurer type
for litigated cases. According to the chi-square statistic,
there is a significant difference among the insurer types in
the form of their compensation payments. Workers' com-
pensation cases at the big three auto producers are
significantly more likely to receive lump-sum paymerits only.
They are much less likely to have received weekly payments
at any time.

The major impact of table 4-14 is in demonstrating the
overall dominance of the lump-sum payment in Michigan's
workers' compensation dispute settlement system. It is fre-
quently argued that without the redemption and the lump-
sum payment, the hearings process would be hopelessly clog-
ged with cases. Whether this is a justification or simply an
apology for redemption settlements remains to be seen. But
it is clear from the evidence presented in this monograph that
litigation in Michigan workers' compensation system leads
primarily to compromise and release settlements and lump-
sum payments. Nevertheless, the weekly benefit payments to
litigated workers' compensation cases will be explored first.
Following this discussion, attention will return to a quan-
titative analysis of the lump-sum question.



Table 4-14
Type of Compensation by Insurer Type

Litigated Cases

4 Compensation type Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

Lump-sum payment
only 677 57.4 293 50.6 270 67.8 114 56.4

Weekly payments only 100 8.5 60 10.4 22 5.5 18 8.9
Both 202 17.1 140 24.2 23 5.8 39 19.3

None 200 17.0 86 14.9 83 20.9 31 15.3

Total 1,179 100.0 579 100.0 398 100.0 202 100.0
Missing cases 45
Grand total 1,224 t,

Chi-square-71.46** with 6 degrees of freedom.
Columns"may not add to total due to rounding.
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The weekly benefit payments to litigated cases largelyparallel the payments to unlitigated cases discussed earlier.Table 4-15 demonstrates that the same general picture5-
emerges as in table 4-6. The bulk of the big three cases earnthe maximum weekly benefit, while this is true for only
about half the carrier cases. In general, the minimum benefitis only significant for the carrier segment as very few self-
insurer cases involve the minimum benefit. For litigated
cases, almost 30 percent are compensated at two-thirds ofthe gross wage compared to 20 percent of unlitigated. Thiswould reflect the fact that litigated cases are considerably
older on the average and thus do not show the same narrow-ing of the effective range of the benefit formula as more re-cent cases.

Table 4-16 compares the durations of weekly compensa-tion payments to litigated cases by insurer type. In this in-stance, the contrast with the unlitigated results must be em-phasized. Whereas nearly 80 percent of unlitigated cases
showed durations of less than eight weeks at clastire, onlyabout 25 pewent of litigated cases fall below this level. Onthe other hand, while only 4 percent of unlitigated closedcases had durations of more than M' weeks, table 4-16
demonstrates that nearly half of the closed litigated cases ex-ceeded this duration. It would seem that those litigated casesthat do involve weekly compensation payments are con-siderably more serious disabilities than are the unlitigated
cases.

The last table dealing with weekly payments to litigated
cases is table 4-17. It shows the distribution of total weeklypayments to litigated cases by insurer type. It parallels table4-11 which reported the same information for unlitigated
cases. As with the duration of payments, the litigated casesare revealed to be much more serious. The average amountof weekly compensation payments to litigated cases is nearly
seven times that to unlitigated, even though the weekly corn-



Table 415
Benefit Rate by Insurer

Litigated Cases

Insurer type
Benefit rate Total Carrier Big three Other self-insurers

Number Percent Number Percent Numher Percent Number Percent
Minimum benefit 37 12.4 33 16.8 0 0.0 4 6.9Two-thirds of wage 85 28.5 60 30.6 8 18.2 17 29.3Maximum benefit 176 59.1 103 52.6 36 81.8 37 63.8

Total 298 100.0 11;6 - J .0 44 100.0 58 100.0Missing eases 926
Grand total 1,224

Chi-square=17.42" with 4 degrees of freedom.
Columns may not add to total due to rounding.

4=.



Table 416
Duration of Weekly Compensation Payments by Insurer Type

Litigated Cases

Duration oc Neekly
compensation payments

Total

Insurer type
Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

Up to I week 10 3.3 6 3.0 2 4A 2 3.5

1 to 2 weeks 5 1.7 4 2.0 1 2.2 0 0.0
2 to 4 weeks 22 7.4 11 5.6 4 8.9 7 12.3

4 to 8 weeks 41 13.7 26 13.2 6 11.3 9 15.8

8 to 13 weeks 31 10.4 20 10.2 t) 6 13.3 5 8.8

13 to 26 weeks 43 14.4 33 16.8 5 11.1 5 8.8

26 to 52 weeks 41 13.7 27 13.7 3 6.7 11 19.3

I to 2 years 41 13.7 30 15.2 4 8.9 i 12.3

2 to 4 years 33 11.0 22 11.2 5 11.1 6 10.5

Over 4 years 32 10.7 18 9.1 9 20.0 5. 8.8

Total 299 100.0 197- 100.0 45 100.0 57 100.0

Missing cases 925 X = 63.7 R = 104.7 R. = 60.0

Grand total 1,224

Chi-square= 15.78 with 18 degrees of freedom.

Columns ma; nut add to total due to rounding.



Table 4-17
Total Weekly Compensation Paid by Insurer Type

Litigated Cases

Total weekly
compensation paid

Total
Insurer type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

$1 - $125 10 3.3 7 3.5 2 4.4 1 1.8
$126 - $250 9 3.0 6 3.0 2 4.4 1 1.8
$251 - $500 34 11.3 18 9.0 5 11.1 11 19.3
$501 - $1,000 34 11.3 21 10.5 7 15.6 6 10.5
31,001 $2,000 54 17.9 41 20.5 6 13.3 7 12.3
$2,001 $4,000 44 14.6 33 16.5 6 13.3 5 8.8
$4,001 $8,000 39 12.9 23 11.5 4 8.9 12 21.1
$8,001 $16,000 41 13.6 29 14.5 5 11.1 7 12.3
Over $16,000 37 12.3 22 11.0 8 17.8 7 12.3

Total 302 100.0 NO 100.0 45 100.0 57 100.0
Missing cases 922 X =$6,126 R.= $8,267 R = $5,677
Grand total 1,224

Chi-square =16.01 with 16 degrees of freedom.
Columns may not add to total due to rounding.

1 .3 J
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,

pensation rates are lower due to the vintage of the cases. As
before, the highest average amount is paid by the big three,
over $8,000 per case according to table 4-17. In this measure-
ment, other self-insurers pay slightly less on the ayerage in
weekly compensation payments than do the carriers. The
chi-square statistic reveals that these differences are not
statistically signifjpInt, however.

Recapping the findings on weekly benefit payments to
litigated cases, it wa ound that carriers are most likely to
have made weekly p ments to litigated cases, with the big
three least likely. While over one-third of litigated carrier
cases showed weekly payments, only 11 percent of big three
cases and 28 percent of other self-insurer cases were compen-
sated in this form. When attention was directed to the ag-
gregate amounts of weekly compensation payments, it was
found that the big three pay slightly more, primarily by vir-
tue of a higher average weekly compensation rate.

Lump-Sum Payments to Litigated Cases

Even though the ,average weekly benefit payments to
litigated cases that receive such payments was shown in table
4-17 to be quite high, weekly payments still constitute a small
proportion of all indemnity payments ever received by closed
litigated cases. This is because of the dominance of the lump-
sum payments in the litigated claims resolution process in
Michigan. Table 4-14 revealed that nearly 75 percent of all
closed litigated cases received lump-sum payments, nearly 90
percent of compensated cases. So for practical purposes, the
litigation process is a venue for bargaining over the size of
lump-sum payment. Accordingly, the major interest in in-
demnity paid to litigated cases lies in the magnitude of the
lump-sum payments.6

Table 4-18 shows the distribution of lump-sum payments
by insurer type. There are very substantial insurer dif-



Table 4-18
Lump-Sum Payment (Gross) by Insurer Type

Litigated Cases

Lump-sum payment
Insurer type

Total Carrier Big three Other self-insurers
Number

$1 - $1,000 49
$1,001 $2,000 109
$2,001 $4,000 217
$4,001 $8,000 206
$8,001 - $16,000 153
$16,001 - $32,000 125
Over $2,000 20

Total 879

Percent Number Percent Number Percent Number Percent-
5.6 19 4.4 20 6.8 10 6.5

12.4 50 11.5 34 11.6 25 16.3
24.7 85 19.6 99 33.8 33 21.6
23.4 90 20.8 89 30A 27 17.6
17.4 83 19.2 37 12.6 33 21.6
14.2 88 20.3 14 4.8 23 15.0
2.3 18 4.2 0 0.0 2 1.3

109,0 433 100.0 293 100.0 153 100.0
Missing cases 345 R =$10,529 .5-( =$5,659 k =$8,493
Grand total 1,224

Chi-square=78.87"` with 12 degrees of freedom.

Columns may not add to total due to rounding.
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ferences apparent in table 4-18, with big three lump-sum
payments the smallest and carriers' ,the largest. One way to
explain this is to cite the earlier results on the proportion of
all workers' compensation cases that are litigated. It was
shown in table 2-1 that the big three experienced more than
double the carriers' incidence of litigation (48 percent as op-
posed to 22 percent of all cases), so perhaps it is not surpris-
ing to find that they pay only a little over half as much per
redemption.

If a much higher incidence of litigation occurs, it may b&
reasonable to conclude that the "average" litigated claim is
less serious in terms of the (4sability; or perhaps even "less
worthy" as a claim. The, conventional wisdom is that the big
three are plagued by nuisance claims. This evidence does not
contradict that hypothesis. In addition, it is suggestive that
the distribution of lump-sum payments for the big three is
very compact. Nearly two-thirds of big three lump-sum
payments are between $2,000 and $8,000. Since only about
40 percent of payments by other insuiferWaL1 in this range,
this too is consistent with a routine rademptitin process. Un-
fortunately, the quality of information about the claimed
disabilities that is available in the official record does not
permit a detailed examination of the actual basis of the
payments.

Table 4-18 examined the size of the gross lump-sum in-
demnity payment by the insurer. But this is not the sum ac-
tually received by the disabled claimant; it is subject to legal
and medical cost deductions. Table 4-19 shows the average
legal and medical costs by insurer type, both in raw numbers ?

and as a percentage of the gross amount received. Attorneys'
fees in redemption cases are set by rule of the Director of the
Bureau of Workers' Disability Compensation at not more
than 15 percent on the first $25,000 and not more than 10
percent on amounts exceeding $25,000. Table 4-19 reveals
that almost 16 percent oi lump-sum payments do go for legal

-A.
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expenses; 15 percent for the attorney, and nearly 1 percent
for other legal costs. There is no significant difference
among the insurer types, although the dollar amounts vary
with the size of the lump-sums.

Table 419
Legal and Medical Costs by Insurer Type

Lump-Sum Payment Cases

Legal and
edical costs Total

Insurer type

Carrier Big three
Other

self-insurers

Legal costs
Mean amount $1,314 $1,611 $911 $1,277
Proportion

of award .158 .159 .159 .157
Number of cases 831 405 285 141

Medical cosT
Mean amount $472 $649 $372 $254
Proportion

of award .076 .079 .077 .070
Number of cases 490 215 186 89

Medical costs in redeemed cases amount to about 7.6 per-
cent on the average, or one-half as much as the legal costs,
according to table 4-19. This fivre is difficult to interpret
because it occasionally includemedical treatment of the
claimant as well as the normal-A6tedical examination fees
which would be regarded as a litigation cost rather than a
medical benefit. Unfortunately, these component parts can-
not be split out, so the portion of the medical costs that
could 'appropriately be assessed as a cost of litigation rather
than treatment cannot be determined. On the assumption
that it is about one-half of the total,`the "cost" of litigation
to the claimant would be about 20 percent of the gross lump-
sum settlement. Assuming that the insurer incurs a similar
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cost in contesting the case, the burden of litigation costs in
this no-fauif system is revealed to be qui(e high.

There is another deduction that should be made from
gross lump-sum payments to arrive at the actual indemnity
payment received by the claimant. As shown, in tale 4-20,
about 18 percent of all lump-sum payment cases have a
specifiy dollar amount reserved for future medical benefits.
It is paid to the claimant as part of the lump-sum settleinent,
but it is intended for medical care in the futu.re. It is difficuht
to determine what this actually means; some assert that it is
simply a way around the social security offset againkt
workers' compensation income maintenance benefits. Ac;i:
cording to table 4-20, .all three insurer types usethis device,
so it is impossible to ignore it.

Table 4-20
Lump-Sum Payments Reserved for Future Medical Care

by Insurer Type

Insurer type

Reserves for future Other
medical care Total Carrier Big three self-insurers

Number of cases 160 87 49 24

Percentage of all
lump-sum cases 18.2% 20.1% 16.797c 15.7%

Average amount $6,502 $7,188 $5,03.3 $7,011
Percentage of

total lump-sum .571 .477 .733

As the last two rows of table 4-20 5how, these payments
are very sizable. On the average, they amount to nearly 60
percent of the gross lump-sum amount, somewhat more for
the big three and less for carriers. Since these payments are
ostensibly for medical care, and medical care benefits are ex-
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chided in all other instances in the MCCS, it is appropriate toexclude these reserved medical payments from the net lump-
sums received by claimants as well:.

The indemnity amounts actually received by the claimantsin lump-sum settlement cases are represented in table 4-21.The same basic conclusions that were drawn from the ex-amination of the gross lumpsumsin table 4-18 apply here.The big three pay a much lower average amount, but theypay it to a larger number of cases when compared to either ofthe other two insurer types.

Because of the interest in the variation in size of the lUmp-
sun' payments antl the serious :,ssues raised by a compromise
and release settlement system within a workers' compensa-tion system designed to prevent litigation, a regressionanalysis of the-lump-sum payments is presented in tat le 4-22.It should be interpreted carefully because the fact remains. that there is no way to determine from the record of aredeemed workers' compensation case) just what was thebaSis for the payment. But this analysis attempts to look atthe question in an indirect way.

Even if the specific basis of coikpensation cannot be deter-mined for a particular ca.se, perhaps the geueral association
of case or claimant characteristics with the size of the lump-
sum settlements could offer some insight into the process.This is analogous to the statistical evidence linking cancer tosmoking: While the specific prOcess by which an individual's
smoking habits contribute to his or her 'risk of developing
lung cancer cannot be fully explained, the statistical fact thatsmoking and the development of lung cancer are correlated
within the general population can be very useful in decision-
making by both individuals and society.

The meager facts available from the MCCS about thelump-sum payment cases are correlated with the size of the
net lump-sum payment to the claimant in table 4-22. Most of

111111111M1



Table 4-21
Net Lump-Sum Payment by Insurer Type

Litigated Cases

Lump-sum payment

$1 $1,000
$1,001 - $2,000
$2,001 - $4,000
$4,001 - $8,000

8,001 $16,000
Over $16,000

Total
Missing cases
Grand total

Insurer type

Total Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

97 11.2 34 8.0 43 14.8 20 13.4

146 16.8- 68 15.9 50 17.2 28 18.8

222 25.6 91 21.3 100 34.4 31 20.8
195
139

22.5
16.0 $9788

22.7
20.6

68
25

23.4
8.6

30
26

20.1
17.4

68 7.8 49 11.5 5 1.7 14 9.4

867 100.0 427 100.0 291 100.0 149 100.0

357 X =$7,336 X =$3,777 5-( =$6,186

1,224

Chi-square 59 s4 ysith 10 degrees 01 freedom.

Columns mas not add to total due to rounding.

1
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Table 4-22
Regression Analysis of Lump-Sum Payments

Dependent variable - net lump-sum payment to claimant
k -$5962

Independent variables se
..326 Big three -2551.0 54R.8 4.65**
.167 Other self-insurers -1538.2 633.8 2.43*
.708 Detroit 961.8 504.5 1.91
.370 Age (55 or over) - 836.3 495.7 1.69
.246 Female 279.9 553.6 .51
$232 Earnings (weekly) 11.43 2.64 4.33**
.311 Hospitalized 1554.4 487.3 3.19**
.042 Fatality 671.1 1132.3 .59
.266 Weekly compensation 3584.8 642.6 5.58**
.096 Multiple spells 2072.0 906.5 2.29*
.003 Burn -4208.1 4178.2 1.01
.008 Cut 675.4 2494.1 .27
.025 Fracture 936.3 1485.9 .63
.015 Inflammation 942.7 1836.1 .51
.440 Multiple injuries - 713.4 679.3 1.05
.123 Other injuries 523.5 1171.5 .45
.194 Back injuries 3223.0 844.2 3.82**
.570 Multiple parts 1565,2 827.6 1.89
.103 Body system 1092.4 1312.9 .83

Constant 2456.6

n=718
F(21, 696)= 10.73**
R= = .245
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the characteristics are entered into the regression in bivariate
form, that is, they arc either present or absent. Further, to
avoid statistical over-determination of the system, there
must be an omitted category in each instance where the full
set of characteristics would exhaust the population. For ex-
ample, the first independent variable listed represents the big
three as the insurer in the case; the second represents other
self-insurers. Each reported coefficient measures the dif-
ference that the presence of that insurer type makes, on
average across the sample, when compared to the carrier
group (the omitted category).

In the case of the big three, table 4-22 shows that, on the
average and when controlling for all the other characteristics
listed as independent variables, the big three pay $2,551 less
per lump-sum payment than do carriers. Furthermore, the
t-statistic reported in the right-hand column shows that this
number is judged, on the the basis of the variation in the
sample, to be statistically significant. Thus, one can be 99
percent sure that the big three really do pay less or the basis
of the evidence of the MCCS.

The analogous conclusion for the other self-insurers is that
they pay $1,538 less per case, when controlling for the other
characteristics listed, than would a carrier. In this instance,
the t-statistic indicates that one can be 95 percent certain that
there is a difference between these two groups. It is very im-
portant to point out that this analysis does not say why the
difference exists. Clearly, the specificity of the information
about the cases is not very great, and it may very well be that
carrier cases and self-insurer cases differ systematically in
ways not measured adequately in table 4-22. That is why
these results should be taken as suggestive rather than deter-
minative.

It is worthwhile pointing out that the multivariate analysis
has reduced the average difference between carrier cases and
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big three cases from the $3,559 shown in table 4-21 to $2,551
here. It is likely that the addition of more and better infor-
mation about the particulars of the case would reduce this
"unexplained" differential still more..

The Detroit variable indicates that the litigation originated
in one of the five counties making up the Detroit SMSA.
Since this is a binary variable, the influence of Detroit as a
location is measured against the balance of the state.
According to table 4-22, even though Detroit lump-sum
cases receive $962 less, when controlling for the other factors
listed, this is not sufficient to reject the null hypothesis that
the average payment is the same. In other words, on the basis
of the evidence in the MCCS, it cannot be concluded that.
Detroit cases receive significantly smaller payments than
cases from other parts of the state.

The same is true for the binary variable called age, which
represents the influence on the size of the lump-sum if the
claimant is 55 or older. The age 55 and over group receives
$836 less on the average, but based on the sample evidence
this is not sufficient to reject the hypothesis that they are
paid the same. The female variable also fails the test of
statistical significance and therefore the conclusion is that
men and women are treated similarly in the redemption pro-
cess.

It is interesting to consider these results in combination
with those reported in chapter 3 on the probability of litiga-
tion (table 3-12) and the probability of redemption given
litigation (table 3-27). A Detroit origin was earlier shown to
have a powerful influence on the likelihood of litigation, but
not on the prob ability of redemption. Here it has been deter-
mined that Den oit cases are also not paid significantly less
when they are redeemed. In the case of age, table 3-12 show-
ed that claims from older workers are significantly more like-
ly to be litigated. Further, table 3-27 demonstrated that age
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was one of the most powerful influences on the probability
of redemption. The present analysis indicates that older
workers do not receive significantly smaller settlements.

For females, an entirely different pattern has emerged.
Women are no more likely than men to be involved in litiga-
tion. But once they are, table 3-27 reported that they are
significantly more likely to experience a redemption than
men. Table 4-22 indicates that there is no difference in the
size of the redemption settlements, however. There is no easy
explanation for these different patterns by demographic
group.

The regression results for weekly earnings reported in
table 4-22 are fortunately more understandable. The coeffi-
cient reports the average association between reported week-
ly earnings before disablement and the size of the lump-sum
payment. It indicates that each dollar of weekly earnings
produces an average of $11.43 in the redemption settlement.
It is reassuring to find the coefficient is positive and signifi-
cant, since the indemnity under weekly payments would tend
to be proportional to the earnings level.

The rest of the variables in table 4-22 represent the nature
of the injury or disability in various ways. The results in-
dicate that the fact that the claimant was hospitalized at
some point in the life of the case is associated with roughly
$1,550 additional in lump-sum indemnity. If the claimant
ever received weekly compensation payments in connection
with the claimed disability, the coefficient for weekly com-
pensation shows that this yields $3,585 on the average in
lump-sum payment when compared to those who had never
received weekly payments. Further, if there were multiple
spells of weekly compensation payments, table 4-22 reports
that this is worth an additional $2,072.

These results could be interpreted in a way consistent with
the earlier discussion of nuisance claims. The more signifi-



Benefit Deliveey 161

cant claims may be those that have demonstrated their"worth" by previously qualifying for disaliility benefits.
These might be regarded as the cases that genuinely required
litigaon. The remainder, what are regarded by insurers as
less worthy claims, tend to be cashed out for relatively smallamounts. Thus the case variables just reported may be
associated with the "worthy" claims and have large positive
coefficients as a result.

The last group of variables relates specifically to the typeof injury reported or th,e part of the body injured. These
rvariables have been revieWed before so La le attention will bepaid to them here. It is surprising that they performed sopoorly in this regression, given their importance in
associating with e likelihood of litigation. Only the back
injury variable is significant in table 4-22. According to the
regression, the average back injury receives an additional
$3,223 in lump-sum payments. This result would seem to
contradict the conventional wisdom about nuisance claims,
which might lead one to expect a negative coefficient for
back injury claims. Results in chapter 3 demonstrated that
back injuries are significantly more likely to be litigated, but
here it is shown that they receive larger settlements. This may
reflect the evidentiary problems in back injury claims.

As indicated at the beginning of this discussion, one
should not try to make too much of any of these results. The
regression equation on y explained one-fourth of the varia-
tion in the size of lump-sums to begin with. Yet, the lack of
pattern to the results discussed here is troubling. The most
important conclusion is simply that the lack of informationavailable on these redemption settlements creates a very
significant barrier to understanding. There is not enough in-
formation about the cases to perceive the patterns that maybe present. As a result, this analysis must be regarded as
somewhat speculative.
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The last task in describing the indemnity payments to
litigated cases in Michigan's workers' compensation system
is to bring together the weekly payments and the lump-sum
indemnity payments to get the total indemnity paid. As will
be shown later, not all the weekly benefits were paid after the
claim was contested; but from a closed case point of view
this is the most complete way to look at indemnity payments.

Table 4-23 presents these data for the litigated cases in the
MCCS. The dominance of the lump-sums is very clear when
table 4-23 is compared to tables 4-21 and 4-11 which reported
lump-sums and weekly payment amounts, respectively. The
average indemnity payments in table 4-23 are very close to
those of the lump-sum results. This reflects the fact riTorted
earlier that about 75 percent of litigated cases had received
no weekly payments at all.

It is also apparent from table 4-23 that the litigation pro-
cess does serve to screen out some cases. Roughly one
litigated case in six comes out of the process with no compen-
sation at all. It is possible that these cases can come around
again in some instances, but the conclusion must be that the
litigation process does serve to disqualify some Claims.
However, without better information it is not possible to

,reach a judgment as to the efficacy of the screening.

It is noteworthy that the differences among the three in-
surer types in total indemnity are statistically significant ac-
cording to table 4-23. Further, it seems appropriate to ques-
tion why the rank ordering of the three insurer types should
be the reverse of their wage levels and weekly compensation
rates. Earlier in the chapter, it was speculated that perhaps
the great incidence of litigated claims in the auto industry
serves in effect to depreciate the value of the claims. This ex-
planation does not fit the other self-insured4employers,
however, since their incidence of litigation is lower than the
carrier group,



Table 4-23
Total Indemnity Received by Insurer Type

Litigated Cases

Total indemnity received Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

None 209 17.7 89 15.4 85 21.4 35 17.3

$1 $125 28 2.4 5 0.9 17 4.3 6 3.0

$126 $250 12 1.0 6 1.0 / 0.5 4 2.0

$251 $500 24 2.0 13 2,2 4 1.0 7 3.5

$501 $1,000 55 4.7 21 3.6 24 6.0 10 5.0

$1,001 $2,000 157 13.3 74 12.8 53 13.3 30 14.9

$2,001 - $4,000 239 20.3 103 17.8 103 25.9 33 16.3

$4,001 $8,000 192 16.3 97 16.8 70 17.6 25 12.4

$8,001 $16,000 141 12.0 88 15.2 26 6.5 27 13.4

$16,001 - $32,000 90 7.6 62 10.7 8 2.0 20 9.9

Over $32,000 32 2.7 21 3.6 6 1.5 5 2.5

Total 1,179 100.0 579 100.0 398 100.0 202 100.0

Missing cases 45 5-C =$7,527 R= $3,696 X =$6,165
Grand total 1,224

Chi-square = 83.29" with 20 degrees of freedom.

Columns may not add to total due to rounding.
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How Soon Is It 'Paid

The question of timeliness of benefits is a critical one in
the evaluation of an income maintenance system. Adequate
benefits that do not corhmence promptly do not accoMplish
the job. This is especially .t.rue in the case of workers' com-
pensation, since one of the reasons for the establishment of
the system 70 years ago was dissatisfaction with the long
delays inherent in the tort liability system. As this
monograph has demonstrated, there are two very different
workers' compensation systems in Michigan. The unlitigated
cases are processed in a manner consistent with the c,riginal
no-fault principles of workers' compensation. The litigation
process in Michigan, however, is a reincarnation of tort
liability with reduced monetary stakes. Because these
systems are so different, they will be treated separately here.
First the timeliness of payment to_ unlitigated cases will be
assessed. Then the delays in the litigation process will be
described.

Unlitigated

Table 4-24 shows the time elapsed from the injury date to
the date of disablement by insurer type for unlitigated cases
in the MCCS. In other words, this tahle addresses the ques-
tion of how long it is from the injury until the worker is forc-
ed off his or her job by the consequences of that injury.
While table 4-24 makes it clear that a majority of claimants
are diSahled immediately by their injuries, there are a sur-
prising number of instances where this is not the case. In
fact, nearly 20 percent of the time the first day of disability is
reported to be more than one week after the injury. This is
true for almost 30 percent of the big three cases.

This result is confirmed by table 4-25, which measures the
same basic interval by a different method. Table 4-25 reports
the number of days between the injury and the last day of



Table 4-24
Injury Date to Date of Disablement by Insurer Type

Unlitigated Cascs

Injury date to
date of disablement

Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Num r Percent Number,. Percent Number Percent

0 or 1 day 551 62.5 35 67.2 54 46.2 141 . 60.0

2 to 7 days 158 17.9 84 15.8 28 '. 23.9 46 19.6

8 to 14 days 62 7.0 32 6.0 8 6.8 22 9.4
15 to 30 days 40 4.5 24 4.5 7 6.0 9 3.8

31 to 60 days 29 3.3 15 2.8 5 4.3 9 3.8

61 to 120 days 18 2.0 8 1.5 6 5.1 4 1.7

Over 120 days 24 2.7 11 2.1 9 7.7 4 1.7

Total 882 100.0 530 100.0 117 100.0 235 100.0

Missing cases 72
Grand total 954

Chi-square = 34.00** with 12 degrees of freedom.
Columns may not add to total due to rounding.
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Table 4-25
Injury Date to Last Day of Work by Insurer Type

Injury date to
last day of work

Total
Insurer type

Carrier Big three self-insurers
Number Percent Number Percent Number Percent

.0ther
Number Percent

None 563 66.7 352 70.5 65 56.5 146 63.51 to 7 days 161 19.1 92 18.4 17 14.8 52 22.68 to 14 days 35 4.1 17 3.4 7 6.1 11 4.845 to 30 days 33 3.9 17 3.4 8 7.0 8 3.5to 60 days 20 2.4 8 1.6 6 5.2 6 2.661 to 12,0 days - A7 2.0 8 1.6 5 4.3 4 1.7Over 120 days Y 5 1.8, 5
n 1.0 7 6.1 3 1.3Total 844 100.0 499 160.0 115 100.0 230 100.0Missing cases 110

Grand total 954

Chi-square= 33.90** with 12 degrees of freedom.
Columns may not add to total due-to rounding. 1

v.
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wprk. In two-thirds of these unlitigated cases, the injury date
was the last day of work. But that means that in one-third of
the cases, the claimant continued at work after the injury.
The significance of this result from the point of benefit
delivery is uncl,ear, but it is a very . important observation
from an analytical perspective. If a large proporti.,n of
claimants continue to work after the injury, the injury date
cannot be the most useful point to regard as the origin of the
case.

Accordingly, table 4-26 reports the difference between the
last day of work and the date of the first compensation pay-
ment for unlitigated cases by insurer type. Since the first
seven days of disability are not compensable, one would not
expect payments to be made within the first week. Table 4-26

basically confirms this, even though there are a few cases
reported as being paid within seven days. Over one-third (37

percent) of the compensated cases are paid within the first
week after eligibility is established (nearly one-half for the
big three). An additional 42 percent are paid within the next
two weeks, 'fiat is, within the second or third week after
eligibility. Less than one claimant in five must wait as long as
30 days for the first benefit check. For the self-insured
population, it is only one in ten.

This measure of timeliness could be regarded as somewhat
unfair by insurers, since the waiting period is counted as a
payment delay in table 4-26, when the insurer may not know
that the claim is compensable until the seven days have pass-
ed. Table 4-27 shows that there is even less delay when the in-
terval is measured from the first day that was actually com-
pensated until the date of the payment. By this criterion,
about 85 percent of unlitigated cases are paid within 30 days.

Analysis by insurer type shows that 80 percent of carrier
cases and 92 percent of self-insured cases meet this test of
timeliness of payment for unlitigated cases. Presumably the



Table 4-26
Last Day of Work to Date of Firs! Payment by insurer Type

Unlitigated Cases
FP

Last day of work
to date of

first payment

T rtit_tl

Insurer type
Carrier Big three o Other self-insurers

Number Percent Number Percent Number Percent Number Percent ro.c,

1 to 7 days 20 2.4 8 1.6 3 2.6 9 4.08 to 14 days '' 307 37.0 170 34.8 56 47.9 81 36.215 to 10 days 350 42.2 191 39.1 47 40.2 112 50.03.1 to 60 days 112 13.5 84 17.2 8 6.8 20 8.961 to 120 daYs 28 3.4 2. 5,3 0 0.0 2 -- 0.9Over 120 days 13 1.6 It 2.0 3 2.6 0 0.0
Total 830 100.0 489 100.0 117 100.0 224 100.0Missing cases 124 X.-= 28.2 5-( = 3 L9 X= 19.1Grand total 954

Chi-square= 43.25" with 10 degrees of freedom ,

Columns may not add to total due to rounding.



Table 4-27
First Day Compensated to Date of First Payment hy Insurer Type

Unlitigated Cases

First day
compensated to date

of first payment
Total

Insurer type

Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

0 to 7 days 105 11.9

_
56 10.5 19 15.8 30 13.0

8 to 14 days 362 41.0 198 37.1 66 55.0 , 98 42.4

15 to 30 days . 282 31.9 171 32.1 26 21.7 85 36.8

31 to 60 days 99 11.2 75 14.1 8 6.7 16 6.9

Over 60 days 36 4.1 33 6.2 1 0.8 2 0.9

Total 884 100.0 533 100.0 120 100.0 231 100.0

Missing cases 7(1

Grand total 954

Chi-square= 40.83" with 8 degrees of freedom.

Columns may not add to total due to rounding.
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extra layer of bureaucracy involved in notification to the car-rier by the employer accounts for the extra delay in cases
IFom the carrier sector. There is no information in tte.Aase
records about when the carrier was notified of the injury, so
this cannot be investigated with the present data base. Thereis also no way of determining what the source of delay maybe in the slower cases, nothing in the case records suggests
any particular cause. In any event, the conclusion is that for
unlitigated cases the payment delays 'are not intolerable. Thebulk of the cases are processed and paid without major inci-
dent. Unfortunately, litigated cases are another matter en-tirely.

Litigated

The important dates are not the same for litigated and
unlitigated cases, and it will not be possible to reach such aquick judgment on the timeliness question. But the same
basic philosophy of dividing the delay into that portion due
to recognition or manifestation of the disability and actual
payment delay will be followed. In addition, for the litigated
cases the administrative delays will be highlighted since this
is an area where policy could have a significant impact.

As was pointed out in chapter 3, nearly half of all litigated
cases involve claims of multiple injuries; one-quarter show
multiple injury dates. Thus the question ofwhen the injury
occurred, or exactly what the injury was, is not easy to
answer in many litigated cases. For the purposes of analysis,
the last injury date reported will be used. This may distort
the timeliness measures somewhat, particularly since the
Michigan statute defines the last day Of Work -as" the injurydate for occupational diseases and injuries not attFibutable
to a !dngle event. Relative to the 'magnitude of litigation
dtlays, however, this will not be a major problem.

Table 4-28 shows the elapsed time from the last injury date
to the date of application for hearing by insurer type. For



Table 4-28
Last Injury to Application for Hearing by Insurer Type

Last injury to
application for hearing

Total
Insurer type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

To 1 month 118 10.9 53 10.0 48 12.8 17 9.5
1 to 3 months 163 15.0 81 15.3 58 15 4 24 13.43 to 6 months 169 15.6 91 17,2 50 13.3 28 15.6
6 to 12 months 174 16.0 95 17.9 50 13.3 29 16.2
1 to 2 years 199 18.3 87 16.4 74 19.7 38 21.22 to 4 years 156 14.4 74 14.0 54 14.4 28 15.64 to 8 years 78 7.2 36 6.8 29 7.7 13 7.3
Over 8 years 28 2.6 13 2.5 13 3.5 2 1.1

Total 1,085 100.0 530 100.0 376 100.0 179 100.0
Missing cases 139 X =531 5--C = 605 X = 492
Grand total 1,224 (days) (days) (days)

Chi-square= 12.77 with 14 degrees of freedom.

Columns may not add to total due to rounding.
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nearly 25 percent of litigated cases, there is a gap of more
than two years from the injury date to the initiation of the
litigated claim. Over half the Etigated cases are initiated
within one year of the injury date, but only 11 percent :,ithin
one month. Of course there is no way of telling directly what
was happening in the interim. It is possible that the claimant
was trying to establish his or her claim throughout the period
and only resorted to the litigation procedure as a last resort.
It is safe to assume in other cases that the first the employer
or insurer ever hears of the injury is when the application for
hearing is served. Whatever the reason, it is astonishing that
these litigated cases are already so old at their origin. The
average litigated case is already 550 days old when the claim
is initiated. It is also worth noting that there is no statistically
significant difference among insurer types in this application
delay.

Table 4-29 shows that the application delay is less pro-
nounced when measured from the last day of work. Over 30
percent of the litigated cases involve a gap of more than one
year from termination of employment to claim initiation.
Presumably this reflects claims from retirees and occupa-
tional disease and cumulative trauma cases. Clearly, the first
important delay in compensation for litigated workers' com-
pensation claims in Michigan arises at the claimant level. The
claims for compensation themselves are certainly not timely.
On the average, exactly one year has elapsed since the last
day of work when a litigated workers' compensation claim
enters the system.

Table 4-30 makes it clear that tne system also contributes
to delays, however. According to the sample cases in the
MCCS, only about 26 percent of all litigated cases reach a
hearing in less than 12 months from application. More than
15 percent of the litigated cases take over 24 months to come
to a hearing. There are significant differences by insurer type



Table 4-29
Last Day of Work to Application for Hearing by Insurer Type

Insurer type
Last day of work Total Carrier Big three Other self-insurers

to application
for hearing Number Percent

To 1 month 119 16.2
I to 3 months 139 19.0
3 to 6 months 121 16.5
6 to 12 months 124 16.9
1 to 2 years 130 17.7
2 to 4 years 65 8.9
4 to 8 years 28 3.8
Over 8 years 7 1.0

Total 733 100.0

Number
c/

Percent Number Percent Number Percent

50 14.6 52 20.1 17 13.0
69 20.1 50 19.3 20 15.3
58 16.9 37 14.3 26 19.8
67 19.5 29 11.2 28 21.4
54 15.7 54 20.8 22 16.8
33 9.6 24 9.3 8 6.1

8 2.3 11 4.2 9 6.9
4 1.2 2 0.8 1 0.8

343 100.0 259 100.0 131 100.0
Missing cases 491 X = 352 X = 355 X = 369
Grand total 1,224 (days) (days) (days)

-Chi-square= 23.87* with 14 degrees 01 freedom.
Columns ma, not add to total due to rounding.
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Table 4-30
Application for Hearing to Hearing by Insurer Type

Application for
hear.ng to hearing Number Percent Number Percent Number Percent Number Percent

To 6 months 18 2.1 15 3.6 0 0.0 3 2.1
6 to 12 months 204 23.9 127 30.7 52 17.4 25 17.7
12 to 18 months 364 42.7 166 40.1 134 45.0 64 45.4
18 to 24 months 133 15.6 56 13.5 51 17.1 26 18.4
24 to 36 months 89 10.4 34 8.2 43 14.4 12 8.5
Over 36 months 45 5.3 16 3.9 18 6.0 11 7.8

Total 853 100.0 414 100.0 C 298 100.0 141 100.0
Missing cases 371 X=493 X=597 X =565
Grand total 1,224 (days) (days) (days)

Insurer type
Total Carrier Big three Other self-insurers

Chi-square= 40.34" with 10 degrees of freedom.
Columns may not add to total due to rounding.

1
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with the carrier segment showing less delay than the self-
insured. Nevertheless, the overwhelming impression is of
very considerable delays in adjudication with an averagp of
540 days from application to hearing date.

These long delays are the consequence of an overburdened
adjudicative system, but they also serve to reinforce the
duality in Michigan's workers' compensation system. Such
delays make it impossible for a d:sabled worker who requires
income maintenance immediately to resort to the system.
Thus the original function of the hearings process is
frustrated and it is converted even more completely to a
lump-sum impairment system inhabited primarily by
claimants with another source of income.

In addition, the structure of attorneys' fees in the
Michigan system does not reward swiftness. In cases where
weekly benefits are awarded, attorneys are allowed up to 30
percent of the accrued liability. The incentives here are too
obvious. The interesting question is what would be the delay
in reaching a hearing if the large number of cases that do not
go to a full hearing of the facts (i.e., redemptiong}_were not
present to clog the adjudication system.

Table 4-31 adds the application delay and the ad-
ministrative hearing delay together to measure the total time
elapsed from the last d?y of work to the date of the hearing.
Recalling the distinction developed earlier betwepl the date
of application for hearing and the last injury date, this table
provides a measure of the evidentiary problems in ad-
judicating these claims. Less than 10 percent of litigated
claim hearings involve parties who have been in an employer
to employee relationship in the last year.

Almost half of the cases involve parties who have not been
associated with each other for the last two years. Earlier
evidence made clear that this does not reflect a long period of



Table 4-31
Last Day of Work to Hearing by Insurer Type

Last day of work
to hearing

Total
Insurer type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

To 1 month 1 0.2 1 0.3 0 0.0 0 0.0
6 to 12 months 45 7.0 35 11.7 5 2.2 5 4.2
1 to 2 years 279 43.4 124 41.6 106 46.7 49 41.5
2 to 4 years 222 34.5 97 32.6 81 35.7 44 37.3
4 to 8 years 80 12.4 32 10.7 30 13.2 18 15.3
Over 8 years 16 2.5 9 3.0 5 2.2 2 1.7

Total 643 100.0 298_ 100.0 227 100.0 118 100.0
Missing cases 581 X = 912 k = 964 5--( = 974
Grand total 1,224 (days) (days) (dptys)

Chi-square= 23.33" witi, 10 degrees of freedom.
Columns may not add to toyl due to rounding.

V4-

C7N



Benefit Delivery 177

disability with weekly compensation payments, but rather a
severance of the employment relationship for the duration of
the delay in most cases. The litigation system is attempting to
cope with very old injuries in disputes among employers and
employees who probably have trouble remembering each
other. For the average litigated case, it is 943 days since the
last day of work at the time of the hearing. This is truly an
impossible burden.

The last table relating to timeliness of benefits measures
the total administrative life of litigated cases from the
perspective of the Bureau of Workers' Disability Compensa-
tion. Table 4-32 shows the time from the application for
tv"aring to the report of Stopping of Compensation
Payments (Form 102), which signals the Bureau that all
payments have been completed and the case is ready to be
retired. This measure should not be taken to represent a pay-
ment delay, since it includes the administrative delays plus
any weekly benefit payment duration that results from the
litigation process. But it does reprf,ent the tracking burden
on the Bureau resulting from the litigation rate. Over 80 per-
cent of litigated workers' compensation cases are in the
system more than a year, 20 percent for more than two years.
This is quite astonishing when it is realized that most of them
are simply compromised out anyway) This is a tremendous
administrative burden to pay for very little return in terms of
actual claims adjudication.



Table 4-32
Application for Hearing to Form 102 by Insurer Type

Application for
hearing to Form 102

Total
Insurer type

Carrier Big three Other self-insurers
Number Percent Number Percent Number Percent Number Percent

To 1 month 5 0.6 5 1.2 0 0.0 0 0.0
I to 3 months 5 0.6 2 0.5 1 0.3 2 L3
3 to 6 months 16 1.8 11 2.6 4 1.3 1 0.7
6 to 12 months 153 17.3 98 22.7 40 13.2 15 10.1
1 to 2 years 522 59.0 237 55.0 187 61.5 98 65.8
Z to 4 years i43 16.2 62 14.4 57 18.8 24 16.1
4 to 8 years 34 3.8 13 3.0 13 4.3 8 5.4
Over 8 years 6 0.7 3 0.7 2 0.7 1 0.7

Total 884 100.0 431 100.0 304 100.0 149 100.0
Missing cases 340 X =505 k = 619 X= 630
Grand total 1,224 (days) (days) (days)

Chi-square-31.47** with 14 degrees of freedom.

Columns may not add to total due to rounding.
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Conclusions to this examination of the timeliness of
benefits for litigated cases seem anticlimactic. The applica-
tion delays are so massive as to make the whole question of
delays irrelevant. Obviously the litigation process in
Michigan's workers' compensation system bears little
resemblance to a no-fault system. As has been suggested
earlier, it looks remarkably like a tort liability system. The
major difference is that the sums in contention in these pro-
ceedings are quite modest.

NOTES

1. There is some overlap with material discussed in chapter 2, where the
overview of compensation payments was presented. There will be a good
deal more detail presented here, however.

2. Jo lliff v. American Advertising, 49 Mich App 1. This was recently
reversed in Cuss ler v. Fairview, Michigan Supreme Court, No, 63538,
December 30, 1981.

3. The Michigan legislature saw fit in 1980 to completely revise the
benefit formula. Almost all workers will now receive 80 percent of after-
tax pay.

4. See chapter 1 for the discussion of this issue and the comparison of
empirical results under the two alternative sampling strategies.

5. See *Peter S. Barth with H. Allan Hunt, Workers' Compensation and
Work-Related Illnesses and Diseases (Cambridge, MA: MIT Press,
1980), for an analysis of the occupational disease problem in workers'
compensation.

6. For an earlier study of lump-sum payments in Michigan, see James N.
Morgan, Marvin Snider, and Marion G. Sobol, Lump Sum Redemption
Settlements and Rehabilitation: A Study of Workmen's Compensation
in Michigan (Ann Arbor, MI: Institute for Social Research, University of
Michigan, 1959).



SUMMARY and CONCLUSIONS

This monograph began with the technical description of
the data base, the Michigan Closed Case Survey, because
that is really what the monograj5h is about. This volume is
not a guide to the Michigan workers' compensation system;
it makes no pretense of being a complete review of the way
workers' compensation functions in Michigan. What the
monograph does try to do is use one special kind of data
source, a closed case survey, to measure the adequacy and
timeliness of benefits for Michigan workers disabled by tic-
cidents or illnesses arising out of their employment.

The question of sampling design takes on special impor-
tance in the context of this descriptive ap roach. If the data
base does not adequately represent the workers' compensa-
tion system, a description ot the data base is not very
valuable. For this reason, extensive attention was given to
the various strategies for sampling from a dynamic workers'
compensation population in chapter I. Each sampling
strategy was found to have its strengths and weaknesses.

The closed case strategy adopted here tends to produce a
picture of the workers' compensation system that under-
represents the long disability duration cases. The advantage
of the closed case strategy is that it minimizes uncertainty
about the outcomes; the sample can be collected at one point
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in time without waiting for straggler cases to be resolved.
The discussion in chapter 1 also made the point that in
Michigan there is very little alternative to a closed case design
if one must depend on the state's records of the workers'
compensation cases. There simply was no other feasible way
to sample from the population in the actual situation that
presented itself in 1978.

Examination of the completed samble and comparison to
other sources of information about the Michigan workers'
compensation case population showed that the actual biases
of the closed case design were much less than feared. There
was an apparent deficit of long duration weekly payment
cases, but when durations were imputed for the lump-sum
settlements, the Michigan Closed Case Survey (MCCS) ac-
tually showed more cases with duration over four years than
the insurance industry found using the opposite
methodology.

Comparison of the MCCS to official Bureau of Workers'
Disability Compensation case statistics for 1978 showed that
the sample appropriatOy represented the insurer population
as well. Insurance carriers and self-insurers were represented
in correct proportions and the large individual insurers also
seemed to be represented in the appropriate numbers in the
data base. There was one problem revealed by the com-
parison to Bureau statistics, though. The MCCS does not
contain enough judges' opinions or cases withdrawn before
adjudication or dismissed by the judge.

This apparently reflected an unexpected seasonality prob-
lem. While these cases were retired by the Bureau in October
and November of 1978, the decisions had come primarily
from the month of August. It is assumed that the problems
with the sample reflect the incidence of summer vacations
for the administrative law judges. Nevertheless, the conclu-
sion was that, overall, the MCCS provided an adequate em-

I I 0
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pirical representation of Michigan's workers' compensation
case population in 1978.

Chapter 2 presented an empirical overview of the
Michigan workers' compensation experience. It employed a
weighted combination of the litigated and unlitigated
samples to report statistics on claimant characteristics, the
origin of the claim, and the amount and duration of compen-
sation. The primary conclusion from this examination was,
that commercial workers' compensation insurance carriersk
and self-insured employers are quite different in almost
every dimension of workers' compensation experience.

This result biAlights the major contribution of the
MCCS, the ability compare different insurer types. To
take maximtgn advantage of this fact, most analyses have
been organized by type of insurer.. Throughout the
monograph, the fact repeatedly emerges that carriers and
self-insurers demonstrate very different workers' compensa-
tion experiences. This is, most strikirit for the big three auto
producers. In the proportion of Casq litigated, for instarice,
the big three experience a 48 percent litigation rate while car-
riers only show 22 percent and self-insurers other than the
big three 19 percent. These differences are very -highly
significant statistically.

Chapter 2 also demonstrates that despite the degree of
contention, the voluntary payment cases are still dominant.
Nearly three-fourths of Michigan workers' compenSation
claims are voluntarily paid by the insurers. Nevertheless, ma-
jor attention is directed to the issue of litigation in this
monograph. There are three reasons for this. First is the
question of the role of litigation in a workers' compensation
system designed 70 years ago to eliminate litigation. It was
dissatisfaction with the litigious approach to compensating
injured workers early in this century that led to the no-fault
principle upon which workers' compensation programs were
built.
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Second, in a theoretical context, the wage-loss principle
and lump-sum settlements are generally regarded as mutually
exclusive. Yet in Michigan these are two of the main
characteristics of the workers' compensation system. This
calls for some explanation. Last, a major share of the
Bureau of Workers' Disability Compensation administrative
burden arises from the litigated case population. For this
reason alone, the extent of litigation and the function of
litigation in the workers' compensation system in Michigan
are worthy of study.

Analysis in chapter 2 shows that the method of resolution,
geographical location, nature of injury, part of body in-
jured, level of disability, reason payments ended, gender and
age of claimant, number of dependents, weekly earnings,
and the weekly benefit amount all differ significantly by in-
surer type. These results represent the working of a number
of influences, including the wage levels, the worker popula-
tion covered, and the extcrit of litigation among the different
insurer groups.

The extent of litigation plays a strong explanatory role
because litigated cases are so different from unlitigated
cases. In general, the data available in the MCCS come from
different sources for litigated and unlitigated cases. In both
samples the collection of the data was oriented to the ad-
ministrative reports to the Bureau of Workers' Disability
Compensation. Since most of the information about
litigated cases originates in the process of litigation itself, it is
very strongly tainted by the process.

This may be best illustrated in the seemingly simple
descriptions of the nature of the injury claimed and the part
of the body affected. For unlitigated cases these data come
fr om a report filed by the employer at the time of the injury.
For litigated cases, they come from the Petition for Hearing,
which is the form that originates a litigated case. Inasmuch

-
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as this' .document establishes the scope of the' claim (and
eventually the scope of the settlement) and since.it is usually
written by the claimant's attorney, the desCription of the
nature'of the injury and the part-of the body affected take on
a rather special mission. This .culminates in the claim for
what has come to be crlled by some critics of the sisteni""an
injury to the skin and its contents." The boiler-plate ap-
proach to .describing the source of a Worker's claimed
disability makes it very difficult to determihe from .the of-
ficial case documents just what the injury really was.

From the point of the statistical tests of significant dif-
ferences among insurer types in chapter 2, the approach also
produces a possibly spurious result. Since the proportion of
litigated cases differs by insurer type, the stylized litigation
process itself strongly affects the comparisons. Because of
the boiler-plate approach to the claimed injuries in litigated
casa, they are frequently coded as multiple injuries.. But if
the ,incidence of litigated cases is much higher for the big
three, the incidence of multiple injuries is also much higher.
This leads to the conclusion that the proportion of different
types of injuries varies systematically with insurer type.
What cannot be determined is whether there is more litiga-
tion because there are' more multiple Mjuries, or whether
there are more multiple injuries reported because there is
more litigation.

The incidence of litigation and the consequent incidence of
lump-sum settlements (called redemptions in Michigan) com-
bined with the wage-loss philosophy of the *higan statute
produce another problem irf 'describing workers' compensa-
tion in Michigan. It is not possible to divide Michigan cases
into the traditionalAlisability categories of fatality, perma-
nent total, permanent partial, temporary total and medical
only. Since the disability category cannot,be determined-in a
lump-sum case, the results in chapter 2 showed that over 20
percent of all cases could not be allocat411 In addition, since
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the Bureau of Workers' Disability Compensation in
Michigan does not require reporting on medical expenses for
individual cases, there are no medical only cases included in

the data base.

The review of the actual compensation paid to the
claimants represented in the MCCS revealed a number of in-
teresting facts. First and foremost, the restricted scope of the
statutory two-thirds income replacement rate was shown. In
1918 only 20' percent of weekly paythent cases actually

-received.a benefit that equaled two-thirds of their earnings.
This result reflects a comple?t interaction between Michigan's
maximum benefit, the tc:lependency allowance, and the
minimum benefit.'

'The maximum weeily benefit in Michigan is set at two-
thirds the previous year's state average weekly wage. But to
receive that amount, a disabled worker must have bolh a
weekly earnings level at or above th'e state average and the
maximum of five or more dependents. With feiVer

dependents, the maximum benefit is reduced. Thus a disabl-
ed worker with no dependents would only b,e eligible for a
maximum benefit that represents 55 percent of the state

"<> average weekly wage. Ifsuch a worker happened to earn ex-
actly the state average wage,, he or she could not attain the
two-thirds replacement rate specified in the statut\e because
df the maximum benefit limitation. In essence, the maximum
benefit is reduced to less than two-thirds the state average
weekly wage for most injured workers. As a result, nearly 64
percenrof the weekly payment cases receive the maximum
weekly corhpensation rate for their dependency classifica-

tion.

On the other hand, Michigan has very high . minimum
benefits. This results from an appeals court decision tying
the minimum benefit to the same absolute annual dollar ad-
justment as provided by statute for the maximum benefits.'
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The effect of ihis adjusiment has been to narrow the relative
gap between minimum and maximum benefit levels" very
significantly over the years. It is shown in chapter 4 that for a
disabled worker with ante dependents the 1968 minimuth
was 44 percent of the maximum' benefit level. But by 1978
the minimum had risen to 72 percenV of the maximum. In
1978 some 16 percent of all weekly benefit cases received the
minimum benefit, as did over 20 percent of the cases closed
by insurance curiers.

It was demonstrated in chapter 4 that this benefit structure
provides widely varying income replcement proportions.
About 15 pertent of unlitigated workers' compensation cases
in Michigan receive less than 40 percent gross wage replace-
ment. On the other end of the scale, 3 percent achieve over
100 percent and another 10 percent get from 70 to 100 per-
centrepladement of their weekly gross earnings. The most,
logical conclusion is simply that the benefit structure got out
of adjustment over the years eince 1969 with no legislative atr
tention.4 ,

;Turning to the duration of weekly benefit payments, it was
seen that here the experience did not differ by insurer type.
Weekly payment cases closed by carriers and self-insurers
showed similar duration distributions. This waS true for both
litigated and unlitigated cases and representgone of the few
areas of the study where no significant differencec among in-
surer types could be found. .

It is ws11-known that most workers' compensation cases
are of rather short duration. The MCCS demonstrates that
half the weekly payment cases in Michigan have durations of
less than four weeks. Less than 10 percent show durations
over 26 weeks, although this 'result is affected by the closed
Case sampling bias and should be treated more carefully: In
chapter 4 an attempt was made to determine the impact of
the waiting Week ieimbursement provision of Michigan law.
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Since the first, or waiting, week is only compensated if the
disability lasts two weeks or more, - one. might expect
claimants would be increasingly.loath to return to work as
they near the end° of their second week of disapility. If there
is such an effect,' it is not obvious in the disability distribu-
tion examined here. The conclusion is that the malingering
claimed by..some cannot be demonstrated to be a major
prOblem.

The product of the weekly compensation mte and *he
duration of weekly benefits is of course the total weekly
compensation paid. The results of the analysis of total week-
ly compensation paid by insurer type very interesting.
While the, durations of payment did not differ significantly
by insurer, the weekly compensation rates did, so the total
weekly payments wete expected to show significant dif-
ferences as well.

In fact, the4 was a statistically, significant difference in
total weeklY co\mpensation when all cases were considered in
chapter But this resulted from the differences in the pro-
portiorp of litigated cases for differenp-insurer types. Since
those litigated cases that received weekly payments got about
seven times as much:on the average as unlitigated cases, the
differing proportion of litigated cases p`roduced significant
differences when all cases were considered together. In
chapter 2 it was shown that the big three pay 26percent more
and other self-insurers 10 percent less than carriers in weekly
compensation to the average case.

But the analysis in chapter 4, which separated litigated and
unlitigateci cases, did not disclose statistically significant dif-
ferences between the insurer types. The big three were shoWn
in chapter 4 to pay 18 percent more than carriers in total
weekly compensation to the average unlitigated case and 35
percent more to the average litigated case. Other self-insureit
pay about 6 percent more to ublitigated and 7,percent less tcr
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litigated Cases than do carriers. However, these differences I,

were not statistically significant when considered'separately
for the jitigated and unlitigated populatrems.

As mgntioned earlier; there were alscia large number of
cases in the MCCS that never received any eekl,y compensa,
tion payments at. all. In fact, it was shown in chapter 2 that
oVer 20 percent of all Michigan Closed cases fell into this
Category. This group cOnSisted of 7 percent washouts (never
received any .indemnity payments), and 15. percent ihat had
received lump-sum payments only: 'Reflecting the litigation
experience, there *re very striking differences. in these pro-
portions by insurer. Nearly one-third of all the big three
cases received lump-sumvpayments only, while this was true
for only 11 percent of carrier and other self-insurer cases.

Virtually all of. these lump-sum NyMents are the 'result of
litigation; only a handful represent payn.nts for escheduled
losses or advances on future weekly benefits. In the ag-
gregate workers' compensation picture in Michigan, lump-
sum paXmentb loom very large. The MCCS indicates that 60
perterit of all the compensation paid over the lifetime of
these closed cases was paid in Iump-sums rather than weekly
paynients. This proportion varies by insurer type from 53.6
percent for self-insurers other than the big threa-t016.8 per-
cent for the big three auto producers;, carriers fall in between
at 60.7 percent. Thus all insurer types pay out more dollars
in lump-sum payments than in periodic payments, according
to the 'evidence presented here.'

It was shown in chapter 4 'that the average7size of the
lump-sum payment also varies widely among insurer types.
The average gross lumplum payment ranged frbm a high of
$10,529 for carriers, to $8,493 for .other self-insurers, to

-$5,659 for the big three. These differences were highly
significant statistically. The unique thing about tha big three
lump-sum distribution is that it has much lower variance

1 7
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than the others. This is hypothesized,to be the result of the
'rontine redemption" in the auto industry.

Many of these routine redemptions involve- retired
,claimants. While it was not possibie to identify the retire-
ment status Of all claimants, it was estimated.in chapter ,3
that trorn 25 to 35 percent of all litigated cases were filed by
'retirees. Estimates y insurer type were 15 to 20 percent Mr
carriers00 to 40 percent for other self-insurers, and 40 to 50
percent for the big tfiree. Further, these retired ciaimrits
received a minimuin of 18 percent of all the indemnity
-payment§ repOrted in the MCCS. This proportion ranged
from 10 percent for, carrier craims, to 20 percent for other
self-insurers,ancr an incredible 40 percent for the big thfee.

.. When attention is turned from the cost of lump-sum
PaYments (gross mount) to the lump-stnn' benefit actually
received by the claimant (net amount), there are a number of
adjustments required. Clearly, the costs of litigationmust be
'deducted since they,are not' received as benefits by the claim-
ant. The MCCS, showed that-these costs run between 20 and
25 percent of the grossjump-surn. This covers the attorney's
fee, medical examination and dePOsitiOn; and other legal ex-
penses. .

In addition, 18 percent of all lump-sum payment cases
show. a designated amount "reserved for future medical
care." It is paidto the claimant at the time of settlement but
is supposed to be used to pay for future medical costs arising
from the disability. This apparently is an adaptation to avoid
the 'objections some have to compromise and release set-,
tleme4ts when future medical costs are no longer provided
for. For those lump-sum cases showing such medical cost
designations, the average amount is 57 percent of the gross
lump-sum. These payments are excluded from the net lump:
sum figure in the analysis here on the grounds thatno other

1 ,2
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medic& ci4sts are included, sO these should not be counted as
benefit payments either.-6

The aVerage gross lump-sum payment to fhe cases in the
MCCS was $8,551. After deducting ale litigation expenses
and the funfis reserved for future medical 'costs, the average
lump-sum received by the. claimant (net lump-sum) was
$5,944. As with the gross. lump-sum amounts, there were
significant differences by insurer type.. The average lump-
sum received by A big three claimant was $3,777, while other
self-insurer's claimants realized. $6,180' and carrier's
claimants, $7,336.

When a multiva-riate regression'analysis was done on the
net lump-sum payments, it was found that the size of file net
lamp-sum varied directly with the previous earnings lev
and the amount paid earlier in weekly compensation. Self-
insurers Wgre shown by this regression to pay significantly
smaller lump-sums than:carriers. There was iso a positive
relationship between the size of the lump-ium and previous

,repeated spells of disability, a record of hospitalization, or a
claim of a back injury. It is' hypothesized, that a previous
demonstrable disability lends some credena to a litigated
claim. Thus earlier weekly payrhents or hospitalization tend
to indicate legitimacy of the claim and hence are correlated
witti higher lump-sum payments. Unfortunately, the data
were not detailed enough to warrant additional analysis, so^
these conclusions must be regarded as somewhat tentative?

In profiling avefage total conipensatiOn pairments by in-
surer type, some interesting patterns emerge. In comparison
to insurance carrier§, the big three pay more than twice as
many lump-sum cases, but they pay only about half as much
to eaCh. The big three pay relatively fewer weekly compensa-
tion cases, but they pay a hIgher weekly rate. When all is said
and done, the average indemnity received by each carrier
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claimant in the MCCS was $2,319-. For big three claimants it
was $2,303.

Self-in,surers other than the big three paid a similar pro-,
porti, n of weekly cases to that of carriers, but they paid'
'them a slightly higher weekly rate for a slightly shoher
period of time. In lump-sum-payment cases, they paid fewer
dollars on .the av,erage to relatively fewer cases Thus the
average total indemnity teceived by other self-insurers'
claimants was $1,921, or about 17 percent less than that for
carriers or the big three.

When all indemnity payments are measured in terms of
disability duration, through imputing durations to lump-sum
cases by dividing the'.net lump-stni payments *by the mean
weekly compensation rate for the corresponding insurer
type, much the same result is founci. The average successful

orkers' compensation claim alainst insuranCe carriers
receives 23.6 weeks worth of benefits. The average big three
claimant receives 23.7 weeks. The average clairii against self-
insurers other than the big three receives 16.9 weeks worth of
benefits, nearly 30 percent less.

This advantage derives primarily from the litigated case
experience. Self-insUrers other than the big three actually
demonstrate slightly,. higher .average :compensation totals -

than carriers for unlitigated cases. Ilut they have both a
lower incidence Of litigation and a lower average cost for
litigated cases when compared to carriers. Unfortunately,
the MdCS does not contain stifficient detail to carry this
comparative arialysis' any further, but the differences are cef-
tainly large enough to give these self-insurers a considerable
advantage in workers' compensation costs.

When the. issue of ,the timeliness of benefit payments was -

addressed in chapter 4, it was shown 'that in 80 to 85 percent
of unlitigated cases in Mithigan, the claimant receives a
benefit check within 30 days. Depending on the specific

2
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measurement used, from 40 to.50 percent have checks Within
14 days. l'To mattenhow timeliness is measured, the big three
do the best job, followed by other self-insurers, and the car-
riers coming in consistently last. As an example, teri the
Measurement iS from the last day of work to the dia Fof in-
itial payment, in 50 percent o.f their cases the big three get a
check out within 14 days. The corresponding figures are 40
percent and 36 per-cent for other self-insurers arid carriers,
respectively:

Turning to litigated cases, the question of timeliness really
loses its meaning in Michigan's workers' compensation
system. The delays are so massive, it is obvious that
timeliness is not regarded as an important criterion by those
involved in the systembeginning with the claimant. It was
shown in chapter 4 that the average-time elapsed from the
date of last injury to the application for hearing is over 500
days. Almost 25 percent of litigated claims are filed more
Chan two years 'after the injury; almost 10 percent are not
filed until more than four years following the injury.

It is unlikely that this reflects the incidence df long latency
occupational diseases, since in such cases Michigan law dic-
tates that the last day of work rhali be designated as the day
of injury. Yet when the application delay is measured from
the last day of work, the average delay remains over 350
days. Presumably the long application delays reflect a com-
bination of circumstances.

Some occtipational diseases and cumulative trauma condi-
tions do take substantial periods of time to manifest
themselves. In addition, in the presence o.f such pbtentially'

edisabling conditions, workers frkquently have some option
as to when theyxhoose to file. Aslong as one can continue to
do the work, perhaps it is better tç wait until there really is
no alternative before going throug the hassle of a workers'
compensation claim. This is pa-iic arly clear if the worker

204.
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expects to encounter resistance front the employer, and an-
ticipates that once the claim has been filed, there is little
chance of going liack to work. Under these ciremstances, it
might be possible that a worker could delay filing the claim
for some time:possibly even, until a separation occurs for
other reasons.

On the other hand, it inay be (as many employers beljefer
that workers encounter a workers' compensation plaintiff at-.
torney somehow.and become bewitched with the prospect of

-easy money. This may also be more likely if the employment
relationship is already severed. The attOrney takes the case
on a contingency fee and all the claimant has to do is submit
to two physical exams and possibly a fevehours at a hearing
some time in the future. Under this scenario, the statute. of
limitations does not provide an effective Ar to claims
because in Michigan the time under the statute of limitations
does not begin to, toll until the employer has notified the
Bureau of the injury. Obviously, if the employer is not aware
of the injury, the statute of limitations _does not come into
play. Both of .these scenarios are consistent with litigated
claims that are' old when t ey, are filed. No doubt there are
others as well.

The timeliness results pr sented in chapter 4 for litigated
cases made it clear that the administration by the Bureau of
Workers' Disability Comp nsation contributes to the delays,
as well.: The average time elapsed between the application for
hearing and the actual hearing itself for the cases in the
MCCS was also well over500 days. Only about 25 percent of
litigate.d cases come to a hearing within one year of initiation'
of the claim. Then, after all .this delay, fully 7,0 percent of
these cases are re.deemecl with a compromise and release set-
tlement that involves only a pro-forma approval of die
agreement. Whether the hearing.s process contributed to this
*resolution in any ,substantial way is not clear. It iS obvious

2
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that the whole, process' is enormously inefficient by the stan-
dards

1

of a no-fault insurance system.

Chapter 3 cOntained a rather extensive analysis of the cor-,
relates of litigation. While it was disappointingoverall due to
the lack 15f inforfnatio'n oh litiOtted vcases that was not
tainted by the litigation process, a number of inteiesting
results were,o6toined. Fifst,- as mentioned earlier, multiple
injuries- afid multiple parts of the body, were very strongly
correlated with litigation. This reflects the boiler-plate ap-
proach to injury allegations on the application for hearing.
There was also a high correlation of litigation with impair-
ment of entire body systems, i.e., respiratory, circulatory,
-etc.

Sinc2 the Petition for Hearing contains'a separate line item
for occupational disease claims, some have alleged that this
encourages adding any potential occupational disease to a
litigated claim no matter what the claim is really about. But
in, 26 percent of the litigated cases, only occupational disease
is claimed. The different insurer types show very signiiicant
differences in this , regard also; with the' proportion of
straight occupational disease cliims ranOng 'from 19 percent
for carriers to 23 percent for other self-drisurers and 37 per-
cent for tbe big three.

This e amrhation stops well short of, alleging that t e
litigation problem in Michigan's workers' compensati n
system jt strictly an occupational disease'problem, howev r.
This is 4ue both to the data problems discussed earlier, a d
to the j dgmeht that the occupational diseas'e problem is rot
of SUfficientpagnitude to ac,:ount for the amount of liti
lion present fri the Michigan 'system.

The analysis in chapter 3 also showed, that back injur es
were significantly more likely to be litigated, while simple n-
juries like burns, cuts, and fractures were, significantly 1 ss

200
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likely than othei injuries to become enmeshed in the litiga:
tion process. It was also shown that fatality :claims were
much more likely to be litigated. Thesg factors taken
together are indicative 6f the evidentiary problems that
plague the wc-rkers' compensation system. The facts are
quite Clear in a fraceire case; the, accident' happened and it is
either compensable or not; depending primarily On where
and when it happened. Even though-warkere-compensation
is a no-fault system, there is little chance that an employee
would claim benefits for a fracture that occurred at home.
The system only protects workers' incomes against injuries
and diseases arising out ofiand in the course of employment.

Occupational diseases, cumulative trauma injuries, and
iSome fatalities can present a tifferent aspect, however, The
'specific (etiology of the disabling condition can be quite
, obscure.' An addition, a liberal interpretation of the -Workers'
compensation statute (particularly through the contributory
factor "or, acceleration Of the disease Proce:ss areas of\the
definition of disability) would make it possible to bring near-
ly all the ordinary diseases of life suffered bY employees into
the system. o the employers react by contesting what they
regard as dubious claims. Ont is then prpsented with the
anomaly of a no-fault system devoting a geat deal of time,to
fighting over whiat is covered and what is not. The old tort
liability disputes over who is at fault are simply replaced by
disPutes over what is at fault.

Another important influence On the likelihoOd of litiga-
tion developed iv chapter 3 is insurer type. Results there
-showed that cases from the big three are significantly more
likely and cases from other self-insurers signifigantly less
likely to-be litigated than are insurance carrier cases. This
phenomenon has been discussed repeatedly through the
monograph. It should benoted that tfis result comes from a
multiyariate analysis; thus it represents the correlation of in-
surer type with litigation holding constant other factos-such.

2-U,±
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as type of injury, 'age and sex of the claimant, indemnity
level, and location.

The MCCS cannot prove What caused the litigation, but
merely notes its presence as a demonstrable fact. In this in-
stance, it cannot bc shown conclusively whether the big three
are more likely to contest a claim of kiven "Arthiness,'? or
whether the employees of the big three are inclined to file
claims that are less ". worthy" on the average than other
employees. On the other hand, self-insurers, other than the
big three experience less litigation. It is tempting to say that
they are doing a. better job of claims management (in the
large sense, i.e., including preventing claims from reaching ,
the litigious state), but the MCCS cannot prove this either. It
will therefore haver to be sufficient to conclude that the big
three experience more litigation and other self-insurers less
litigation than tbe carrier sectar. This issue clearly warrants
further study'.

There are two more case characteristics that demonstrated
association with litigation in chapter 3. Cases from Detroit
and cases involving claimants age 55 or over were shown to
be significantly more likely to be litigated than others. The
impact of the large industrial urban center on the tendency to
litigate is well-known; this turns up in most analyses of in-
come maintenance systems. Things are done differently in
Miami, Los Angeles, Chicago, Detroit or New York than in
smaller places: There is what Monroe Berkowitz twenty
years ago 'dubbed a greater "claims consciousness" in highly
industrialized urban environments.' Whether due to mo e at-
torneys, stronger unions, better \ information networkS, or
some kind of socio-psychological differences, it is not a sur-
prise that it turns up in the Michigan workers' compensation
system as well.

The higher tendency to litigation among older workers is
not a surprise either. Nearly everyone has heard about the
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"retiree problem" ffi Michigan's workers' compensation
system. According to results presented earlier, between one-
fourth and one-third of all litigated cases are filed by
retirees; these cases receive nearly 20 percent of all indemnity
payments in Michigan.

The magnitude of retiree claims in the litigated case
population seems to make a mockery of the wage-loss princi-

ple of indemnity, 'supposedly the philosophical foundation
of the Michigan workers' compensation law. This is not to
say these claimants are undeserving, but by definition a
worker who-is voluntarily retired from the workforce cannot
be suffering vottge loss as a result of a disability. The "oppor7
itinity" to suffer a wage loss has been foregone in the elec-
tion of retirement.

Redemptions are popular with most, if not all, par-
ticipants in the system. The claimants appreciate getting the
money in a lump-sum, even if it takes two to three years to
get it. The claimant's attorney prefers it since the fee comes
off the top of the settlement and collection costs for profes-
sional services are minimized. The insurers seem to like
redemptions because they eliminate uncertainty by .cashing
out disability claims with a fixed dollar figure and by pro-
hibiting future claims from the same source. Finally, the
Bureau of Workers' Disability Compensation seems to like
redemption settlements because they minimize the 4d-
ministrative burden of the litigation system.

The major requirement for securing a redemption settle-
ment in Michigan i, probably the sourceoof income to make
it possible to wait out the long delay until the case is settled.
This is one of the reasons so many retiree claims are flooding
the system. Retirees have the time and usually the income
support to make a try at a workers' compensation settlement
possible. In addition, they can be expected to show some
physical impairment after a lifetime of work in the industrial

2 !
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world; plus they are often no longer in need of maintaining
the goodwill of their employer.

This is not to question whether a lifetime of work and ex-
posure to industrial hazards is not worth a bonus of a few
thousand dollars. It is to ask whether that is the function of
the workers' compensation system. It also raises "the issue of
the impact on an administrative system that does not have
the resources to cope with its other responsibilities.
Michigan's litigation system .is littered with too many
dubious claims-waiting in line for their redemption settle-
ment. Because of this, more legitinlate dispute satlement
functions are frustrated. How could an injured worker who
needed a weekly paycheck wait through the delays.described
here? In addition, scarce resources are drained from
rehabilitation and other more productive functions to handle
the paper deluge. Both the workers' compensation system
and the administration of it end up with a serious misalioca-.
tion of resources.

This study has illuminated, perhaps only dimly, two
separate workers' compensation systems in Michigan. The
unlitigated system operates much as the theory of workers'
compensation would suggest. It is not perfect,,of course. It
does not provide stIfficient support for /employment eff
forts.,It can be s-omewhat slow in generating income replacei
ment belefits in some cases. It clearly provides an inade-
quate level of income replacement for a great many workers.
But it looks like a workers' compensation system.

The litigated system resembles a miniature tort liability,
system; miniature in that the dollar amounts at stake are tiny
fractions of those represented in individual tort liability in-
jury claims these days; miniature in that the huality and
quantity of proofs required bear only a distant relation to
those in a real tort liability action; but full-size in the
litigiousness and interminable delays characterizing the pro-
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cess: Afte! 70 years of wofkers' compensation in Michigan,
it is time once again to get tort liability out of the workplace.
It is time to turn again to, a no-fault wage-loss syitem of
workers' compensation, with administrative procedUres
designed to meet the needs of the victims of industrial acci-
dent and disease; swift medical care, adequate income
maintenance, rehabilitation and retraining where required,
and most of all, an early return to the ranks of productive
society for those workers unfortunate enough to have been
disabled by their work.

As mentioned in the first chapter of this monograph,
substantial changes have been made in Michigan's workers'
compensation system since the data reported here were col-
letted. Many of the flaws discussed have been aldressed but
the full impact of the changes has yet to be felt. The function
of this publication' is to provide a standard against which the
new system can be measufed. Hopefully, when the next
study of-the Michigan system is undertaken, all these prob-
lems will have been r,esolVed.

NOTES

1. There have only been a few published works dealing with the
Michigan systerh. See Jtines N. Morgan, Marvin Snider, and Marion G.
Sobol, Lump Sum Redemption Settlements and Rehabilitation: A Study
of Workmen's Compensation in Michigan (Ann Arbor, MI: Institute for
Social Research, University of Michigan, 1959) for an early description
of the redemption system in Michigan. Another early study dealing with
the cost issue is John F. Burton, Jr., Interstate Variations in Employers'
Costs of Workmen's Compensation: Effect on Plant Location Ex-
emplified in Michigan (Kalamazoo, MI: W. E. Upjohn Institute for
Employment Research, 1966). See also the report of the Governor's
Workmen's Compensation Advisory Commis Sion, Workers' Compensa-
tion in Michigan (Ann Arbor, MI: The Commission, -1975).
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2. These issues are discussed more fully in chapter 4.

3. Jo //iff v. .4 rnerican Advertising, 49 Mich App 1.

4. This is confirmed by the fact that the 1980 reforms totally scrapped
the oldtenefit structure.

5. This conclusion may be subject to qualification due to the closed case
bias, since it.was pointed out earlier that long duration weekly payment
cases will have lower weekly compensation amounts (reflecting wage
levels in the past). The downward cost bias for weekly payments in-
troduced by this factgr may -or may rfrot be matched in the lump-sum
payments; there is not enough informatiom available from the litigated
cases to tell. So it may not be strictly correct to say that-all insurer types
pay out more dollar§ in lumfi-sums than in periodic payments. The point,
however, is that lanp-sum payments are very significant in Michigan's
workers' compensation system, and any analysis that ignores them starts
out with a fatal omission.

6. This procedure was followed even though some have asserted that the
"reserved for future medical" category is used simply as a device to
avoid social security offset of lump-sum payments.

7. See Barth' with Hunt, chapter 3.

8. This is discussed in Workmen's 6ompensation; The New Jersey Ex-
pecience (New Brunswick: Rutgers University Press, 1960), pp. 26-36.
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Michigan' Closed Case Survey "

InstrUctions - UnoWigated Case Sample

I. General Comments
A. Cperage

It is intended that all potentially compensable cases should be
inclnded in the 'sample whether actually compensated or not.
There are some cases for hich the employer filed Form 100
eyen t ough no lost time ( r insufficient lost time) occurred.
In sucii cases there is no liability for wage replacement
benefits and the case should not be included in the sample.
Aside° fr m these "mistakes" however, all cases are to be
abstracte

B. Organizat'on of Instrument

The dgta athering instrument for the unlitigated case sample
is strongly oriented to Bureau of Workers' bisability Com-
'Sensation Forms,100, 101, and 102. Page one generally cor-

.

responds to Form 100 and seeks to identify the injured party,
the injury, the employer and insurer. Page two will contain
the information about actual compensation paid while page
three probes the termination .of the case. Thus the organiza-
tion is chronological and is designed to follow file organiza-
tion as closely- as possible. In Part II below, specific com-
ments about individual items will be presented.

t,

C. Missing Data

The instrument we are using is oriented to 'Bureau forms in
the VIterest of easing the abstracting and 4coding process.
However, the questions ultimately are about the cases, not the
forms.,AS you know there are frequently items missing froin
these TorMs. In circumstances where they have an important
bearing en the case, Bureau personnel will generally have
folk,,ved up to ascertain the facts. In these instances you
should record the correct,information as determined by the
Bureau.

In other cases a determination may be possible utilizin infor-,
mation recorded elsewhere in the file. But please note that it is

205
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not a tragedy to have a rnissin tem foi a particular case. You
are encouraged to use your judgment in walking this fine line.
If you are reasonably eonfident that you know the facts,
record them as you understand them. If you are'not, leave the
item blank and we will take it to be missing.

D. General Format Instructions
I. Dates

All dates are to be entered in month-day-year format in the
thine pairs of boxes allowed. For instance, January 17,
1978 would be recorded as 01-17-78.

2. Dollar Amounts
Except in the case of the hourly wage rate, all dollar
amounts are to he rounde,ito the nearest dollar. Amounts
of less than 50' should brOropped while amounts of 50' or
more willbe raised to the next higher integer. Thus t 176.31
would be 176 while $38.90 would be 39.

3. Duration
Compensation duration is to be expressed in weeks and
days as on 'Form 102. Whervc is necessary to add two or
more sepafate durations fqr total compensation duration
(all periods), you should follow Bureau practice of assum-
ing a six-day work week. Thus compensation durations of
10 weeks, 4 days and 3 weeks, 3 days shouldte recorded as
a tqtal of 14 weeks, 1 day.

4. Indented Sections
Indented sections are those that are contingent upon t101
answer to the preceeding question. For example, the date
of death on page 1 is only relevant if the case was a fatality.
These items are to be skipped where not relevant, simply
drop down to the next non-indented item'.

E. Case Order
It is vital that completed forms be kept in numerical order
accOrding to case identification number. This will make it
possible to check back to source later if anomalies develop.
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II. Comments on Specific Itemi

Page 1
1. Case identification #

This is the number stamped on the back of the green sheet
at retirement.

Name of injured emplo*
As entered on Forms 1019 and 101, last name first.

25. Date of* injury
If there should be multiple dates of injury that pertain to
the same compensable disability, record the earliest.

31. Last day worked
Where the injured employee may have returned to work
subsequent to first disability period, record the last day
worked before original disability,

37. Fatality
If injured employee should die after Form 100 is filed it is
still a fatality ease. Is Form 106 present?

44. Place of injury
Code county of injury from item- 9 \on Form 100.

Or'

46. Hospitalization
If name and address of hospital entered for item 12, Form
100, answer is yes; if not, answer is. no. For old format
Form 100, answer unknown.

47. Nature of injury
Follow directions in codebook.

50. Part of body
Follow directions in codebook.

Si. Hours rega'arly worked per week
From Form 100, item 16.

55. Straight'time hourly wage rate
Either from Form 100, item 16, or fromForm 101, item 7.
Do not calculate from weekly earnings unless it is clear that
these do not include overtime or other special items.

59. Combined average weekly earnings
From Forth 100. This is to be based on the payroll record
calculation. The earnings specifically used for calculating
the compensation rate will be collected from Form 101.

21,)
As
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62. Self insured number
From Form 100,or code froM insurer list in codebook. It,is
necessary to add 0 where blank, dash, or letter appears in
the Bureau's self insurer code number. Code all 8's if self
insured and no code .number can be located.

70. Insurance Company number
From Form 100 or code from- insurer list in codebook.
Note State Accident Fund is number 999. Code 888 if car-
rier given but code number cannot be found.

Page 2
1. .Date disability commenced

From Form 101, item 5.
7. Combined weekly earnings (for compensation rate)

Record the earnings actually used to determine the com-
pensation rate from Form 101. In some cases this will be
the same as combined average weekly earnings recorded
above. In other Cases it will be 40 times the hourl, wage
rate.

10. Number of dependents
Form 101, item 8, or as determined by the Bureati.

11. Date first payment made
As reported on initial Form 101.

17. Date of initial Form 101
This and the items following it refer to the first period of
disability following the injury.

23. Initial weekly compensation rate
Weekly rate paid for first period of disability following in-
jury. Rounded to nearest dollar.

26. Beginning date for compensation
Record the "From" date on Form 102 for the first period

".
pf compensation following injufy.

32. End date for compensation
Record the "To" date on Form 102 for the first period of
compensation following injury.

38. Compensation duration
From Form 102, in weeks and days, for the first period of
compensation following injury:

21
0



42, Kind of disability
Classification of the first period of disability.

43. Number of separate compensation periods
As indicated on Forms 101 and 102. Separate periods to 1:few
differentiated either by a return to work or a,change in
compensation rate (other ihan for dependency change).

44. Final weekly compensation rate
This and the next 4 items all refer to the last period of corn-

; pensation following injury.
47. Beginning date for compensation

Record the "From''' date on Form 102 for the last period
of compensation before retirement of case.

53. End date for compensation
Record the "To" date on Form 102 for the ast periOd of
compensation before retirement of case.

59. Compensation duration
From Form 102, in weeks and days, for the last period of
compensatiOn before retirement of case.

63. Kind of disability
Classification of the last period of disability.

64. Total compensation'duration (all periods)
Sum qf durations of separate compensation periods; not
calendar elapsed time.

68. Total weekly compensation paid (all periods)
Sum of dollars paid in weekly benefits over all periods of
disability reported for case.

Page 3

1. Reason payments stopped
As indicated on final Form 102 or from other documents
present in file. Dispute refers specifically to, insurer filing
Form 107 (Notice of dispute). Physician's report refers' to
those cases where same is not accompanied by Form 107.
Benefits expired refers to specific loss or fatality cases, or
others where a definite term of weekly .benefits was
specified.
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.

Date of final return to w o?k
.As indicated on final Form 102. If no return to warç is in-
dicated; leave this blank.

.8. Date of final Form 102
Date on last Form 102 filed before retirement of case.

14. Form 107 Filed?
Was a Notice of Dispute filed at any time ac..-ling the life of
the case?

15. Date of Forth 107
If more than one, record the date of the last 107.

21. Reason fur dispute
The*options are designed as a hierarchy here.

1. Injury or disabilitY denied means that the insurer denies-
the existence of ,any disability.

2. Work `relatedness of disability denied means that while
the insurer does not dispute the existence Of disability,
he denies it arose out of and in the course of employ-
ment.
Liability of insurer denied covers situations Where the
insurer does not deny the disability or its work related
origins, Put specifically aenies his liability. This could
be due to lack of notice, .multiple employer liability,

_jurisdiction problems, etc.
4. Continged disability disputed refers to situations where

benefits have been paid but insurer now asserts that in-
dividual hag recovered.

5. Degree of impairment disputed refers to situations
where insurer claiins that injured *mitt is being over-
compensated for present degree of disability., Insurer
seeks reduction from total to partial disability rating.

22. Mediation applied?
Was a Compensation Consultant involved in the resolution-

, of the dispute?

23. Outcome of mediation
Were payments ultimately continued as a result of the
mediation effortl

24. dm referred for vocational rehabilitation?
Letter of referral for YR in t e file?

3.

4

c.
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25. Vocational rehabilitation program instituted?
Is there any record on 110s of any VR program being

.. established for this individual? i

26. Encoder
To identify the individual abstracting the information
from case files. To be assigned.. "

Specific Items - Litigated Case Sample

Page 1
0

1. Case identification number
Drop 0- leading zeroes and record the last 7 digits. Where
case has 'been retired befOre, take the latest case number.

17. Cbunty
County stamped at upper fight hand corner 'of summary
sheet inside folder.

1,9. Self insured number
Check final 102 for coding of insurer. Generally aft coded
for self insurers. Look up employer in coding book and
record number. Substitute .T.ero for dashes, blqnks, letters
oE other nod-numeric chan eters..

. 27. Insurance company nhmber
Generally coded on fina1102. Otherwide proceed as above.

* If multiple insurer
This is meant tote ver the situation where one employer
is insured by two or more different carriers over the
course of a disablement as well as the situation where
two or more employers are involved. If more than.2, in-
surers, recoi:d those against whom the largest compensa-
tion liability is eventually assessed.

41% Total number of employers involved
Simply count number of employers listed on, summary
sheet.

42. Date of AFH
As listed on sunnnary sheet, date applicatlon for hearing
received by Burekai. '

48. Served-and Set
As recorded on sunimary sheet.

0,



54. Pre-Trial Conference Date
' As recorded on summary sheet.

60. Claimanp Birthdate
Generally these items identifying the characteristics'q the
claimant will come from the 104. Do not hesitate tb use
other sources if a seems advisable.

68. Weekly earnings at time of -disablement
Generally from 104. If not available use other souXces.
Preferred to daily wage measure on 104.

71. Daily wage at time of disablement
Alternative to weekly earnings on 104 if thby are not
reported.

Page 2

1. Last day ,kor!
Sometimes its ed on ;AA; sometimes noted on summary
sheet (if taken as date of injury); sometimes mentioned in

' medical repor . If no Form 100 this may be difficult. The
intent is to ga1her the last day worked before disablement.

7. Date of injury o4 disablement
According tot Form 104. Space is available for three
separate persoIia1 injuries or occupaiional diseases. These
will rarely be e sy to choose or code sin, the tendency. is to --
claim everythi g that might be work-related. 'Use yoin-
judgment in ch osing those that are of major significance.
There is no wa of telling precisely which injury:ends up
being ccmpensat cl. Some guidance is available in niedical
reports for softie ses.

13. Type
According to whether it is listed as a personal injury* oc-
cupational disease on Form .104.

46. Form 100 filed on any pf these injuries?
This is to check for overlap with Forth 104 which' will
generally produce She injUries listed above.

47. Date of Form 100 ,

Date on tht form itself. Take the earliest Form 100 if these
were multiples.

53. Fatality?
Listed on 1' or 100. Check for Form 106.

)
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60. Hospitalization?
From form 100, or medical reports. May be difficult.

Page 3
1. F6rm 107 filed?

Was a Nottcc of Dispute filed durin,g the life of the case? If
more than one,'report en the last ft7.

, . Reason for dispute
See comments on t1nlitigated case sample for explanation
of hierarchy.

9. Mec&iori 'applied?
Was a tompensation Consultant involved itrattempting to
resolve any disputes in the case?

11. Reason for ilearing
There will usually be an application for hearing so this item
is designed to discover who filed first, the em,p2pee or the
insurer.

12. Date of agreement to redeem
Record the date of Form 18.

18. Was hearing held?
Include redemption hearings as yes. If no hearing held in-
dicate whether due to voluntary acceptance of claim,
dismissal, or other reason.

19. Date of h'ering
As indicated on Form 200 or 113.

25. Outcome of hearing
According to judge's order. Accepted voluntarily means
hearing took place but no order was issued.

Page 4

26. Appealed?
Was there a Fprm 19 filed with Appeals Board? If so by
whom?

33. Date -of appear hearing - -

Ai Indicated on tranicript.
39. Outcome of appeal

According to who appealed.



Case referred for vocational rehabilitation?
Is there a record of referral?

41. Vocational rehabilitatiorkprogram instituted?
What was result of referral?

42. Second Injury or Dust Disease Fund involved?
Any record of involvement by either special fund?

Page 5
As used in unlitigated case sample. If weekly compensation
benefits paid on this claim, record informatirm here.
Otherwise, skip to page 6. For reasod payments stopped
record the proximate reason: Le, (1) employee did in fact
return to work, or (2) dispute developed (insurer filed
notice of dispute or petition for determination of rights or
(3) Forni 102 filed with MD statement of fitness, or
(4) specific loss payments completed or (5) other.

Page 6

1. Reason for lump-sum
If any lump-sum payment male to claimant other than for
catch-up of weekly benefits, indicate reason.

2. Total amount
Give total dollar amount of lump-sum payment as in-
dicated on Form 200, 113 or 108.

8. Legal fees
Record portion of total allocated to Attorney's fees.

13. Medical Expenses
Record portion of total allocated to medical expenses.

18. Net to plaintiff
Record amount claimant actually received, net of above
expenses and free from reservation below..

24. Award for medical expenses
Record here any amount of award specifically reserved or
tagged for past, present or future medical expenses.

29. Is claimant retired?
This will be difficult as there is no specific question on any
form. Best source for this information will be judge's
salmon sheet or medical report. Do not guess, if there is

r

+6.
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not a reasoniable certainty given case records, record
unknown.

30. Has claimant returned to work?
Also difficult. May be indicated on Form 102. Again check
salmon sheet and medical reports for statementh.

31. Date of final return to work
Final return if known.

37. Date of final Form 102 .

There should be a 102 for every case where compensation
was paid. Record date' on the form.

43. Encoder
As in unlitigated case sample.

414.
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W. E. Upjohn Institute
for Employment Research

MICHIGAN CLOSED CASE SURVEY

Case identification #

Name of injured employee

Social Security Number1'1 1

County (see codebook)

Litigated Cases

' Employer

19111111111Self insured number

27 1 1 1 1 Insurance Company number

If multiple insurer liability:

Employer #2

30 I

38

41

1 1 1 1 1 1 1 1 Self insured number

I I

I I

Insurance Company number

Total number of employers involved

42m En
48

54

60
I I I

I

Date of AFH

r-F-1 Served and Set

1 1

66
Sex (1) Male

(2) Female

67n

68

71

Number of dependents

I I

Pre-Trial Conference Bate

Claimant Birthdate (month-day-year)

Weekly earnings at time of disablement ($)

Daily wage at time of disabAiment (s)

,?24
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Card 2

1

7

20

33

39

40

43

46 ri

I I

I I

13
Type

14

17

I.
L I

26 r-i
j Type

27

30f 'J. 1 1

I I I

47

I I I

- 2 -

Las't day worked

Date of injury or disablement

(1) Personal Injury (2) Occuphtional Disease

Nature of injury or illness (see codebook)

Part of body (gee codebook)

I I I Date of irijury or disablement

(1) PersOnal Injury (2) Occupational Disease

Nature of injury or illness (see codebook)

Part of body (sr codebook)

Date of injury or'disablement

Type (1) PersOnal Injury (2) Occupational Disease

Nature of injury or illness (see codebook)

I I Part,of body (see codebook)

Form 100 filUd on any of these injuries?
(1) No
(2) Yes, first injury
(3) Yes% second injury
(4) Yes, third injury
(5) Yes, multiple
(6) Unknown

H I I I I

53
II Fatality? (1) No

(2) Yes

54 MI

60 El
Hospitalilation?

1 1

Date of Form 100 (earliest if multiple)

Date of death

;1) No
(2) Yes
(3) Unknown



Card 3
-

1 Form 107 filed? (1) No
(2) Yes

9n

2 LLI Fri
8

.1

- 3 -

Date of 107

Reason for dispute
Injury or disabillty denied
Work re}atedness of disability denied
Liability of insurer denied
Continued disability disputed
Degree of impairment disputed

6) Other, Specify

Mediation applied? (1) No
(2) Yes

10 1--1
j Outcome of mediation

(1) Dispute resolved without hearing
(2) Dispute maintained
(3) Other, Specify

18

Reason fer..hearing

(1) Petition for hearing by employee (Form 104)
, (2) Petition for hearing by insurer (Form 104)

(3) Agreement to redeem (Form 18)
(4) Application for advance (Form 108)
(5) Other, Specify

12 ED, - L__1_11- Flit Date of Agreement to redeem

Was hearing held?
(1) Yes

(2) No, accepted voluntarily - petition withdrawn
(3) No, dismissed for lack of prosecution
(4) No, Other, Specify

Date of hearing

25E Outcome of hearing
(1) Redemption approved
(2) Redemption denied
(3) Benefits awarded
14) Benefits denied

5) Accepted voluntarily - petition withdrawn
6) Stipulated
7) Advance approved
8) Advance denied
9) Other, 5pecify

22,*,
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- 4 -

261 1

p Appealed?
(1) No
(2) Yes, by employee (Plaintiff)
(3) Yes, by insurer (Defendant)

27 I H
.33r-rm

I [ 1

I I I Date of Form 19

Drid'of appeal hearing

' 39 FI Outcome of appeal
(1) Plaintiff affirmed
(2) Plaintiff reversed

1

(3) Defendant affirmed
Defendant reversed

(5 Dismissed
(6 Other', Specify

40n
Case referred for vocational rehabilitation?

(1) No
(2) Yes

41 1-1 Vocational rehabilitation program instituted?

(1) No
(2) Yes

42F
[

Second Injury or Dust Disease Fund involved?
(1) No
(2) Yes



iard 4 - 5 -

If weekly compensation benefits paid:

1 NMI Combined weekly earnings (from Form 101)

10

16

19

1 1

1 1 1

Date first payment made

Date of initial FON 101

Initial weekly compen tion rate ($)
\\

r-ir -1 ELI Beginning date for compensation

25[1111] LEI 1 Ehd date for coMpensation

31
1 1 1 -11 Compensation,duration (weekc-days),

" Kind of disability
(1) Total
(2) Partial
(3) Specific loss
(4) Death

If more than one'compensation period:

36 E-1pi Number of separate compensation periods

37 rirn Final weekly

40 DI
46 ED

52
I I 1 1 1 1

compensation rate

Beginning date for compensation

End date for compensation1 1 1

Compensation duration (weeks-days)

56 (I
II Kind of disability p

(31
Total

(2 Partial
Specific loss

(4) Death '

" 11L111- Ell Total compensation duration (all periods)
,-- - I

61 [11111 1 -Total weekly compensation paid (all periods--$)

67n
Reason payments stopped
(1) Returned to work
(2) Dispute'
(3 Physician's report
f4 Benefits expired
(5 Other, Specify

221.
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9
Card 5

If lump-sum payment trade:

1
Reason for lump-sum
(1) Redemption (Form 113)
(a) Decision (Form MO)
(3) Advance (Form 1C8)

. 4 (4) Other, Specify -

- 6 -

7

'111111 I
8

Total amount ($)

Legal fees ($)

131.t t111Medical expenses ($)

18 L.11
1 I 1

Net to plaintiff (s)

24 1771= Avarded for medic.1 expenses ($)

29

El

Is claimant retired?
No

2) Yes
3) Unknown

30

37

43

I 1
Has claimant retutned to wurk?

No
2) Yes
3) Unknown

31 1 I 1- Till- Ll I

I I

DatE of final return to worn,

L 1- FT1 Date of final Form 102

Encoder

22,
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W. E. Upjohn Institute
for Employment Research.

1

( 9

4.

MICHIGAN CLOSED CASE SURVEY

IH 1 1 L I I I Case identification #

fl
18

24
ECI M

25

31

Il'Sex (1)'Male
(2) Female

L

LE
HI

, 37

IFatality? (1) No
(2) Yes

44

46

47

50

53

55

38

{10 M
I I I

Unlitigated Case's

Name of injured employee

Social Security gumber

Birthdate (moAch-day-y760

Date of injury

Last day worked

Date of death

Place of injury (countysee codebook)

LIHospitalization? (1) No
(2) Yes

(3) Unknown

fill Nature of injury (see codebook)

r--r--T--1 Part of body Oee codebook)

I.

59'

62

70

73

Hours regularly worked per week

Straight time hourly waie rate ($)

Combined average weekly earnings ($)11

LI I 1

insured number

Insurance Company number

I I I Date of Form 100

220
/

Employer '



Card 2

1

f

7

10

F-1771' [-1-1 Pate disability comnenced

Lill Combiaed weekly earnings (for compensation rate)

LiNumber of dependents

Date first payment made

171- FT-1- Date of initial Form 101

" Initial weekly compensation ra.te ($)

26
LJIILJ

DJ- 1 1,- LL.1

171- FT1
38

-,r-

1 Compensarion duration (wteks-days)

42

Beginning date for compensation

End date for compensatisn

68

Kind of disability
(11 Total
(2) Partial

(3) Specific loss
(4) Oeath

if more than one compensation period:

/0

,A Number of separate compensation periods

44 _
Final weekly compensation rate

47

L L1 Dr] Beginning date for compensation

33

-111- LU End date for compersation

59

LillCompensation

63
r--

Kind of disability
41) Total
(2) Partial
(3) Specific loss
(4) Death

duration (weekslaya)

64_

ij-i j Total compensation duration (all periods)

11

Total weekly compensat'ion paid (al, periods--S)
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Card 3

1

2

8

14

1-1 eason payments stopped

,. .(1) Returned to work

4 (2) Dispute! (Form 107)

(3) physician's report
(4) Benefits expired
(5) Other, Specify .

I 1

I I

Date of final return to work

Date of final Form 102

nForm 107 fi16d7 (1) No

(2) Yes
15

.1 Date of 107

21

ri Reason for dispute
(1) Injury or disability denied
(2) Work relatedness of disability denied
(3) Liability of insurer denied
(4) Continued disability disputed
(5) Degree of Impairment disputed
(6) Other, Specify 4-

22

nMediation applied? (1) No

(2) Yes

23

n:Outcome of mediation 4

(1) Benefits continued or resumed

24
(2) No further benefits paid

nCase refer:red for vocational rehabilit$tion?
(1) No
(2) Yes

25

I I Vocational rehabilitation program instituted?
(1) No
(2) Yes

26

LiiEncoder

2 3j

225


