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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 analyz 
ing the complex and often controversial workers' compensa 
tion issues. The data gathered for this study were frequently 
utilized during the period of reform activity which resulted in 
the 1980 and 1981 amendments.

While the amendments enacted in 1980 and 1981 have 
substantially altered Michigan's system, this study provides 
an empirical overview of workers' compensation cases in the 
state that has not been available before. As a quantitative 
picture of the system in 1978, a point prior to any statutory 
changes, it may prove useful as 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 positions of the W. E. Upjohn Institute 
for Employment Research.

Jack R. Woods 
Acting Director

November 1982





Executive Summary

The Michigan Closed Case Survey consists of data 
abstracted from 2,200 litigated and unlitigated workers' 
compensation cases closed in the Fall of 1978. This 
monograph is a description of that data base. It attempts to 
accomplish three major objectives: (1) to provide a com 
parative analysis of the workers' compensation experience of 
the insured and 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 cases with the goal of 
understanding the role of litigation in the Michigan workers' 
compensation system.

Perhaps the study's greatest contribution is the com 
parative analysis of workers' compensation cases from in 
sured employers and self-insured employers, further divided 
into the big three auto manufacturers and all other self- 
insureds. The basic finding is that these three employer types 
have very different workers' compensation experiences. It 
was not possible to document this before the Michigan 
Closed Case Survey since no single data base included both 
insured and self-insured employers.

These differences are demonstrated most dramatically in 
the proportion of cases litigated. Among the workers' com 
pensation cases from employees of the big three auto pro 
ducers, 48 percent are litigated. Other 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 indemnity 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-insurers. The insured population fell in between, 
with 61 percent lump-sums. Retired claimants were 
estimated to be receiving 10 percent of all indemnity for the 
insured 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, hospitalization, back in 
juries, and the type of insurer.

This study also provides an empirical overview of workers' 
compensation cases in the State of Michigan that has not 
been available before. Simple 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 general 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-insured 
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
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the two-thirds 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 
sation claimants 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 the general conclusion that the 
litigated and unlitigated cases should be regarded as 
operating in two separate systems. They operate with dif 
ferent procedures, on different time schedules, with different 
outcomes, and to a surprising extent with different 
claimants. 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 presented 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 
supposed 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

Introduction

This study was conceived in 1978 as an attempt to bridge 
the very serious information 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. This 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' compensation case to look 
after their 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 notifying 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.
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One result is that there are very few statistics available on 
the Michigan case population. 1 The Bureau of Workers' 
Disability Compensation publishes an annual report which 
summarizes the year's case activity (in one table); they also 
conduct a Pay Lag Study which measures the promptness of 
payment of benefits by individual carriers and self-insurers. 2 
In addition, the Statistical Information Division of the 
Bureau of Safety and Regulation uses the Employer's Basic 
Report of Injury to analyze compensable accidents in 
Michigan. 3 But none of these efforts provides the informa 
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 
the gap, for others less so. It is 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 
mine what is stimulus and what is response. This will be 
shown to be particularly vexing for 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 the appropriate 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.



Michigan Closed Case Survey 3

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. 4 Nevertheless, 
the publication 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 workers' compensation 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 
describes a data base derived from that system, but provides 
only a very imperfect reflection of the richness of detail pre 
sent 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 
of knowledge a little farther. If this 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 important. An understanding of the way in 
which the data were accumulated is crucial to comprehend 
ing the significance 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. 5 
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* compensation population and 
the way in which the type of representation 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 one such measurement of the stock of cases 
receiving weekly benefits as of December 31 each year. For 
each case 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 
total 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 program.
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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; it is necessary to ar 
tificially interrupt the continuous flow of cases through the 
system to derive a sample. Thus the time signature of the 
cases from which a sample will be drawn must be carefully 
specified. Conceptually, there are three slice-in-time sam 
pling designs that could be employed. One could accumulate 
a sample of cases (1) as they enter the system, (2) as they 
leave 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 100) 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 the injured 
employee, the nature and cause of the injury, and in addition 
identifies the employer and the insurance carrier. This form 
initiates a case in the Bureau 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 optimal 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 of the Michigan workers' compensation system 
lies in the fact that only about three-fourths of the claims 
begin with a Form 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 traced 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 present the greatest evidentiary problems 
for workers' compensation, and frequently involve the most 
serious disabilities, an examination 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 one 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 would 
be necessary. 8

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 that 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. Insurance 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, consider the experience of the 
insurance industry with the Michigan Special Call sponsored 
by the Michigan Workers' Compensation Rating and Inspec 
tion Association. 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 claims were still open at the observation 
point, they accounted for 35 percent of the incurred indem 
nity costs. 9 These are clearly the most expensive cases; they 
may also be the most difficult cases to resolve. The perfor 
mance of the workers' compensation system in these cases 
could not be reviewed with any sense of finality by anyone in 
1979. Lacking information about reserves, all one could 
report is that these cases are still open.

Another 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 same sense as the 
difficult cases just discussed. One could 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 on Payment of Compensation. 
These reports are to be filed by January 31 for each case be 
ing paid weekly benefits at the end of December of the 
preceding year. There are a given number of cases being 
compensated under the law at any point in time, 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. 10

However, this is 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 precisely to the 
underlying flow of cases through the system. This flow could 
be estimated for Michigan if Form 103 contained a complete 
retrospective compensation history, but since it is directed 
only at payments during the previous calendar year, it can 
not yield accurate case population parameters.

There is 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 obligation 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 contested 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 addition, this design would impose severe problems in 
obtaining the sampling frame in the State of Michigan. 
There is no available listing of active cases, there are only ac 
tive case files. It has been estimated that there are well over 
100,000 workers' compensation cases active at any time, and 
it is not possible to freeze these files while a sample is 
drawn. 1 ' Thus there is little hope of obtaining a cross-section 
sample of all cases in the system in the straight cross-section 
sampling design.

We come finally to the closed case sampling design. In this 
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. 
Sometimes 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 available about the 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.
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The drawback is that this information may not be timely. 
To illustrate this problem, consider an accident occurring 20 
years ago which led to permanent disability and which trig 
gered the commencement of income maintenance and 
medical and rehabilitation benefits at 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 redeem the employer's liability). Turning up 
such a case in a sample has the desirable aspect that it aids in 
establishing estimates of the actual population of such cases 
coming through the system; but it is doubtful that the com 
pensation system of today bears close resemblance to the one 
of 20 years ago. Hence the compensation experience of this 
claimant cannot tell much about the performance of the cur 
rent 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 the 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 than 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, cannot 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 cases 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 disability 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 
handle on this dynamic case population. 12

Case files at the Bureau of Workers' Disability Compensa 
tion are divided into uncontested (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), the commencement of weekly com 
pensation payments (Form 101, Notice of Commencement 
of Compensation Payments), and the termination of those 
payments (Form 102, Notice of Stopping of Compensation 
Payments). As mentioned earlier, the contested 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 
accumulated in temporary storage space within the Bureau 
offices. As the 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 
was judged 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 facilitated 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. 13

The 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 
that 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 here 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. 14

A 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. 15 The instruments were oriented to Bureau forms 
and sought to collect most of the significant case elements 
that could be quantified.
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Are the Samples Representative

Using the slice-in-time sampling ratios, it is possible to in 
flate the completed samples of the Michigan Closed Case 
Survey to represent the population. This estimate can then be 
compared 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 population (Bureau) by 
type of case.

There are a number of discrepancies between the two 
distributions. First, since the official total of "Voluntary 
Payment" cases is on the basis of cases accepted for pay-

Table M
1978 Case Population Estimated

from the Michigan Closed Case Survey
Compared to Actual

Bureau of Workers' 
Disability Compensation*

Number Percent

74,885 69.6 
20,324 18.9

Category

Voluntary payments 
Redemptions

Michigan Closed 
Case Survey**

Number Percent

77,572 72.5 
20,520 19.2

(contested and uncontested) 
2,612 2.4 Judges' opinions

(including stipulations)
1,800 1.7

1,366 
8,356

107,543

1.3 
7.8

100.0

Contested and accepted 
Withdrawn or dismissed

Total

1,416 
5,640

106,948

1.3 
5.3

100.0

 As reported in LABORegister, July 1979, pp. 203-204. Voluntary payments are 
estimated on an accepted case basis. Other categories are actual counts of case determina 
tions in 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 filed the cases 
for permanent storage, not the date the insurer closed the case.



Michigan Closed Case Survey 15

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 cases. 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 late-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 in "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 sample 
litigated cases were retired by the Bureau between October 9 
and November 9, 1978. But 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 representativeness 
of the insurers in the MCCS unlitigated sample. The 
Michigan Bureau of Workers' Disability Compensation 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 are reported for each 
authorized insurer in Michigan. The total number of cases 
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 study2

Insurance carriers

Michigan State Accident Fund ..............
Liberty Mutual ..........................
Michigan Mutual Liability .................
Travelers ................................
Aetna Casualty & Surety ..................
Employers Mutual Liability of Wisconsin ....
Insurance of North America ...............
Home Indemnity .........................
Citizens of America. ......................
C.N.A. .................................
Hartford Accident & Indemnity ............
Associated Indemnity .....................
American Insurance Co. ...................
American Mutual Liability. ................
Sentry ..................................
American Motorist .......................
Auto Owners ............................
Great American ..........................
Royal Indemnity & Royal Globe ............
National Union Fire of Hartford. ...........

Total 20 largest insurance carriers .........
All insurance companies .................
All cases (including self-insurers) .........
Twenty largest insurance carriers as

percent of all cases. ...................

Cases

. . 4,013
. . 3,845
. . 3,087
. . 2,236
.. 1,984
. . 1,916

... 1,749
1,721

... 1,520

... 1,384
.. 1,345
.. 1,049

898
745
689
599
588
582
521
517

. . 30,988
... 44,192
... 68,516

45.2%

Percent

9.1
8.7
7.0
5.1
4.5
4.3
4.0
3.9
3.4
3.1
3.0
2.4
2.0
1.7
1.6
1.4
1.3
1.3
1.2
1.2

70.1
100.0

MCCS
unlitigated

Cases

48
74
39
21
34
27
20
20
10
16
16
17
9
8
4
8

10
8
2

11

402
571
934

43.0^0

Percent

8.4
13.0
6.8
3.7
6.0
4.7
3.5
3.5
1.8
2.8
2.8
3.0
1.6
1.4
0.7
1.4
1.8
1.4
0.4
1.9

70.4
100.0

a. Reported in LABORegister, July 1979, pp. 205-212. 
Columns may not add to total due to rounding.
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Table 1-3 
Self-Insurer Representation - MCCS Unlitigated Sample

1978 BWDC
pay lag study8

Self-Insurers

General Motors ......................
Chrysler ............................
Ford ...............................
City of Detroit .......................
Michigan Hospital Association .........
Meijers Inc. .........................
Bormans, Inc. .......................
National Steel .......................
Kresge S.S. ..........................
Kroger. .............................
Gulf & Western Ind. Inc. ..............
Detroit Tooling Association ............
School Employers Group ..............
Chatham Supermarket, Inc. ...........
Michigan Municipal Fund .............
Detroit Board of Education ............
Keeler Brass .........................
Sears Roebuck .......................
Michigan Bell Telephone ..............
Eaton Manufacturing Co. .............

Total 20 largest self-insurers .........
All self-insurers ....................
All cases (including carriers) .........
Twenty largest self-insurers as

percent of all cases. ...............

Cases

...... 4,732

...... 2,170

...... 1,289

...... 1,009

...... 407

...... 386

...... 368

...... 338

...... 294

...... 281

...... 242

...... 239

...... 238

...... 236

...... 225

...... 219

...... 215

...... 208

...... 206

...... 203

...... 13,505

...... 24,324

...... 68,516

...... 19.7%

Percent

19.5
8.9
5.3
4.1
1.7
1.6
1.5
1.4
1.2
1.2
1.0
1.0
1.0
1.0
1.0
1.0
0.9
0.9
0.8
0.8

55.5
100.0

MCCS
unlitigated

Cases

74
30
19
12
7
4
6

16
4
3
1
3
2
2
9
4
2
2
1
1

202
363
934

21.6%

Percent

20.4
8.3
5.2
3.3
1.9
1.1
1.7
4.4
1.1
0.8
0.3
0.8
0.6
0.6
2.5
1.1
0.6
0.6
0.3
0.3

55.6
100.0

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 
satisfactory. 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
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terms employed here, this constitutes a slice-in-time sample 
based on the date of entry to the 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-and-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 1, 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 profes 
sion, and the estimates are undoubtedly done as well as 
possible, they will not be precisely correct. Still, a com 
parison of results from the two different sampling strategies 
at roughly 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' compensation case population; self-insurers are ex 
cluded. Cases are weighted so as to provide the correct pro 
portion 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 table 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 closed cases only lump-sum settlements could show 
more than three 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 All cases 
(1) (2) (3) (4)

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

Total

88.9%
4.6
2.6
1.9
2.0

100.0%

92.0%
4.3
2.1
1.1
0.4

100.0%

92.3%
3.1
2.1
1.5
1.0

100.0%

83.3%
6.2
3.7
4.0
2.8

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 for 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 represent 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, "Uniform 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 general 
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 Administration are also published in this 
journal.

3. The results are published annually by the Michigan Department of 
Labor 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 briefly outlined 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 Compensation Cases," Bureau of Labor Standards, 
Bulletin 310 (Washington, DC: U.S. Department of Labor, 1967). More 
recently, Monroe Berkowitz and John Burton reviewed ten state systems 
to determine the procedures and criteria 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 Science 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 Labor 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 Compensation 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 
management 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 management statistics. This differs considerably 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 rate.

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 to 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 details, 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 in 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 workers' compensation system. Michigan's system 
was designed to be self-administering, with a relatively small, 
passive role for the state to play. But the effect 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 Survey to 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 3.583 (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. 1 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, the unweighted 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 
samples 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-insurers. This analytical treatment 
represents the most fundamental hypothesis of this study: 
that the Michigan workers' compensation experience is very 
different for these three insurer types. It also serves to 
highlight the major contribution of the MCCS over any 
other Michigan data base the 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 to 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 cases 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 employer 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

Unlitigated

Litigated
Total
Missing cases
Grand total

Chi-square (unweighted) = 121

Insurer type
Total Carrier Big three Other self-insurers

Number Percent Number Percent Number Percent Number Percent

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

1,179 26.1 579 22.1 398 47.7 202 19.0

4,526 100.0 2,625 100.0 835 100.0 1,066 100.0
117

4,642

.23** with 2 degrees of freedom.
Unlitlgated 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 founding. W 

3"§ 
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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 an estimated 18 percent of all Michigan 
workers' compensation cases are settled with a 
"redemption" of liability, more widely known as a com 
promise and release settlement. While the name redemption 
seems to be unique to the State of Michigan, the form of the 
agreement is not. It is a standard 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 injury 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 redeem 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

Insurer type
Resolution

Redeemed
Withdrawn
Dismissed
Accepted
Decision
Voluntary

Total
Missing cases
Grand total

Total
Number

836
261

59
59
71

3,239

4,526
117

4,642

Percent

18.5
5.8
1.3
1.3
1.6

71.6

100.0

Carrier
Number

412
167
23
34
36

1,953

2,625

Percent

15.7
6.4
0.9
1.3
1.4

74.4

100.0

Big three
Number

284
54
28
13
23

434

835

Percent

34.0
6.4
3.4
1.6
2.8

51.9

100.0

Other self-insurers
Number

140
41

8
12
12

853

1,066

Percent

13.1
3.8
0.8
1.1
1.1

80.0

100.0

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 unworthy; 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. In 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
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Detroi t SMSA. Nearly two-th i rds of th e self-i nsured cases 
come from Detroi t. Detroi t's employment i n 1978 was 48 
percent of th e State of Mi ch i gan as a wh ole, so Detroi t i s 
somewh at overrepresented i n th e work ers' compensati on 
system.

Tables 2-4 and 2-5 sh ow th e nature of th e i nj ury and th e 
i nj ured part of th e body, respecti vely, for closed Mi ch i gan 
work ers' compensati on cases. Th ese data were coded accord 
i ng to th e Ameri can Nati onal Standards Insti tute Z-16 stan 
dard and th en collapsed i nto larger groupi ngs for tabular 
presentati ons. Th e most common type of i nj ury i s th e sprai n 
or strai n, wi th  nearly 40 percent of all cases falli ng i nto th i s 
group. Th e large representati on of multi ple i nj uri es and 
multi ple body parts i n th e tables reflects th e i nfluence of th e 
li ti gati on procedure. Wh en appli cants fi le peti ti ons for h ear 
i ngs, th ey or th ei r attorneys frequently li st multi ple i nj uri es. 
In fact, someti mes th e peti ti on reads li k e an i ndex to th e 
parts of th e body. Th i s i nclusi ve approach  to defi ni ti on of 
i nj ury i s presumably h elpful to th e clai mant duri ng th e li ti ga 
ti on process, but i t mak es a reali sti c descri pti on of th e i nj ury 
very di ffi cult i n th ese cases.2

Duri ng th e data collecti on for th e MCCS, coders were i n 
structed to record up to th ree speci fi c i nj uri es, parti cularly i f 
th ey sh owed di fferent i nj ury dates. For analyti cal purposes, 
h owever, i t seemed preferable to code such  cases si mply as 
multi ple i nj uri es. It sh ould be poi nted out th at th e result may 
not accurately represent th e true nature of th e i nj ury. But 
th ere i s no alternati ve to vi ewi ng th ese clai ms th rough  th e 
vei l of th e li ti gati on process i tself. Th us any di storti ons are 
i ntroduced by th e li ti gati on process, not th e reporti ng of th e 
data per se.

Th i s problem i s also reflected i n th e compari sons among 
i nsurer types i n nature of i nj ury and part of body i nj ured. 
Th e di fferences i n proporti ons by i nsurer type seem to be a



Table 2-4 
Nature of Injury by Insurer Type

Insurer type
Selected ANSI 
i nj ury categori es

Amputati on
Burn
Brui se
Cut
Di slocati on
Fracture
Herni a
Inflammati on of j oi nts
Sprai n or strai n
Multi ple i nj uri es
Oth er
Unclassi fi ed
Total
Mi ssi ng cases
Grand total

Total
Number

44
100
548
420
62
451
154
100

1,734
526
293
69

4,501
141

4,642

Percent

1.0
2.2
12.2
9.3
1.4
10.0
3.4
2.2
38.5
11.7
6.5
1.5

100.0

Carri er
Number

15
74
319
264
42
280
108
56

1,041
201
167
44

2,611

Percent

0.6
2.8
12.2
10.1
1.6
10.7
4.1
2.1
39.9
7.7
6.4
1.7

100.0

Bi g
Number

18
7

104
61
6
74
21
16

224
227
65
8

831

th ree
Percent

2.2
0.9
12.5
7.4
0.7
8.9
2.5
1.9

27.0
27.3
7.9
1.0

100.0

Oth er self-i nsurers
Number

12
19
125
94
14
97
25
28
469
97
61
17

1,059

Percent

1.1
1.8
11.8
8.9
1.3
9.2
2.4
2.7
44.3
9.2
5.7
1.6

100.0

Ch i -square (unwei gh ted) = 146.28** wi th  22 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.

Columns may not add to total due to roundi ng.

m 
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Table 2-5 
Injured Part of Body by Insurer Type

Insurer type
Part of body

Head or neck
Arm or wri st
Hand or fi nger
Abdomen
Back
Oth er trunk
Leg or ank le
Foot or toe
Multi ple parts
Body system
Oth er
Total
Mi ssi ng cases
Grand total

Total
Number

152
306
694
217

1,005
242
573
256
855
160
43

4,504
138

4,642

Percent

3.4
6.8
15.4
4.8
22.3
5.4
12.7
5.7
19.0
3.6
1.0

100.0

Carri er
Number

99
182
393
134
603
159
362
167
392
83
36

2,611

Percent

3.8
7.0
15.1
5.1
23.1
6.1
13.9
6.4
15.0
3.2
1.4

100.0

Bi g
Number

20
55
116
40
117
24
81
45
282
45
4

830

th ree
Percent

2.4
6.6
14.0
4.8
14.1
3.0
9.8
5.4
34.0
5.4
0.5

100.0

Oth er self-i nsurers
Number

34
68
185
43
285
58
129
44
181
32
3

1,063

Percent

3.2
6.4
17.4
4.0
26.8
5.5
12.2
4.1
17.0
3.0
0.3

100.0

Ch i -square (unwei gh ted) = 102.22** wi th  20 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.
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consequence pri mari ly of th e number reporti ng multi ple i n 
j uri es. Th i s i n turn i s a functi on largely of th e proporti on of 
all cases th at are li ti gated. So wh i le th e ch i -square stati sti c 
sh ows th at th e di stri buti on of i nj uri es does di ffer 
systemati cally by i nsurer type, th i s does not appear to be an 
i mportant result analyti cally.

Table 2-6 sh ows th e level of di sabi li ty reported for week ly 
benefi t cases by i nsurer type i n Mi ch i gan. Th e bulk  of clai ms 
are for temporary total di sabi li ti es. Th e overwh elmi ng ma 
j ori ty of th ese i nvolve only one spell (or peri od) of di sabi li ty. 
However, th ere are a si gni fi cant number of cases reporti ng 
multi ple spells. If th e multi ple total di sabi li ty spells are com 
bi ned wi th  th e total di sabi li ty followed by a parti al di sabi li ty 
group, th e sample i ndi cates th at about 5 percent of all 
Mi ch i gan cases do i nvolve more th an one peri od of week ly 
di sabi li ty compensati on payments.

It sh ould be poi nted out th at th i s tabulati on i s ori ented 
very strongly to th e recei pt of weekly benefi ts. Th i s i s i l 
lustrated by th e oth er maj or category i n table 2-6, "no week  
ly compensati on." Th i s group i ncludes uncompensated 
cases, of course, but i t i s domi nated by redempti ons. Most of 
th ese never recei ved any week ly i ndemni ty payments at all; 
th ey are si mply lump-sum settlements of di sputed cases.

Th i s reflects th e practi ce i n Mi ch i gan, but i t also com 
pli cates th e descri pti on of Mi ch i gan's di sabi li ty cases i n 
terms of th e tradi ti onal di sabi li ty categori es. Mi ch i gan 
statute does not di sti ngui sh  between temporary and perma 
nent di sabi li ti es (except for defi ni ng "total and permanent 
di sabi li ty" as a speci al group). Th us th ere i s no need to cer 
ti fy th e expected durati on (or severi ty) of di sabi li ty wh en a 
case i s redeemed. All th at appears i n th e record i s a di sputed 
allegati on of a work -related di sabi li ty, some contradi ctory 
medi cal testi mony as to th e condi ti on of th e clai mant, and a 
lump-sum payment. Th e true nature and extent of di sabi li ty



Table 2-6 
Level of Disability by Insurer Type

u»
00

Insurer type
Di sabi li ty level

Total di sabi li ty -
one spell

Total di sabi li ty -
multi ple spells

Total and parti al
di sabi li ty

Parti al di sabi li ty
Sch eduled loss
Fatali ty
No week ly compensati on
Total
Mi ssi ng cases
Grand total

Total
Number

3,180

193

35
24
50
5

1,030
4,517
125

4,642

Percent

70.4

4.3

0.8
0.5
1.1
0.1
22.8

100.0

Carri er
Number

1,969

95

16
18
24

1
496

2,619

Percent

75.2

3.6

0.6
0.7
0.9
0

19.0

100.0

Bi g
Number

401

37

11
1

18
4

362
833

th ree
Percent

48.1

4.5

1.3
0.1
2.2
0.4
43.5
100.0

Oth erself-i nsurers
Number Percent

810

60

9
6
8
0

171
1,065

76.1

5.7

0.9
0.5
0.8
0

16.1
100.0

Empi ri cal O

i
T

Ch i -square (unwei gh ted) = 141.80** wi th  12 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.
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i s generally not apparent. For th i s reason, table 2-6 i s not 
comparable to an outwardly si mi lar tabulati on for oth er 
states.

It does i ntroduce a fundamental di sti ncti on between week  
ly i ndemni ty payments and lump-sum payments wh i ch  wi ll 
be mai ntai ned th rough out th i s volume, h owever. Because of 
th e confusi on over wh at i s a permanent and wh at a tem 
porary di sabi li ty, i t seems preferable i n a Mi ch i gan context 
to focus on th e form of i ndemni ty payment rath er th an th e 
durati on of di sabi li ty.3 Th i s wi ll occasi onally produce some 
confusi ng results. For i nstance, table 2-6 i ndi cates th at only 
0.1 percent of closed cases are fatali ti es. But th i s really 
means th at 0.1 percent of closed cases were pai d weekly sur 
vi vor's benefi ts. Excluded from th i s fi gure i s a much  larger 
group of fatali ty clai ms th at were redeemed and, h ence, i n 
cluded i n th e no week ly compensati on classi fi cati on. Si mi lar 
ly for th e parti al di sabi li ty category i n table 2-6, only th ose 
cases th at were pai d parti al week ly benefi ts under th e wage- 
loss pri nci ple are i ncluded. Oth er parti al di sabi li ti es th at 
were redeemed are i ncluded i n th e no week ly compensati on 
category.

Th e di storti ons resulti ng from th ese unusual factors i n 
Mi ch i gan h ave been very troublesome i n a number of ways. 
Th e Nati onal Counci l on Compensati on Insurance, i n 
analyzi ng Mi ch i gan loss data, groups togeth er all permanent 
i nj uri es th at are not totally di sabli ng, all temporary total 
di sabi li ti es wi th  a durati on i n excess of one year, and lump- 
sum settlements of all cases oth er th an permanent total 
di sabi li ti es. Th ey call th i s amalgam "oth er permanent 
di sabi li ti es," and fi nd th at about 60 percent of i ndemni ty 
losses ari se from th i s category. It i s clear th at th ese are very 
di fferent types of cases from a poli cy perspecti ve, h owever, 
and i t causes consi derable confusi on to lump th em togeth er. 
Wh eth er th e attempt to separate week ly payments and lump- 
sum payments, as done h ere, wi ll prove more successful re-
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mai ns to be seen. It does provi de an alternati ve way of look  
i ng at Mi ch i gan work ers' compensati on cases.

Conti nui ng wi th  th e emph asi s on week ly benefi t 
payments, table 2-7 sh ows th e reason th e i nsurer reported for 
th e termi nati on of week ly benefi ts. Obvi ously, th i s table on 
ly i ncludes closed cases th at recei ved some week ly benefi t 
payments. Th ose cases th at were redeemed wi th out any 
week ly payments are represented among th e mi ssi ng cases i n 
table 2-7. Th e message of th i s table i s th at th e overwh elmi ng 
maj ori ty of week ly payment cases i n Mi ch i gan, nearly 90 
percent, culmi nate i n th e clai mant's return to work . Th i s i s 
as i t sh ould be, si nce a recovery from di sabi li ty and return to 
work  i s always th e pri mary goal of work ers' compensati on.

Turni ng to th e ch aracteri sti cs of th e clai mants, table 2-8 
i ndi cates th at about one-fourth  of th e work ers' compensa 
ti on clai mants i n Mi ch i gan are female, wi th  a sli gh tly lower 
proporti on for th e bi g th ree auto producers. Table 2-9 sh ows 
th e age di stri buti on of clai mants by i nsurer categori es. Th e 
most noteworth y features of th i s table are th e elevated pro 
porti on of clai ms from older work ers at th e bi g th ree and th e 
h i gh er proporti on of young work ers i n th e i nsured sector. 
Th e former reflects th e h i gh  i nci dence of li ti gated clai ms 
from auto i ndustry reti rees wh i le th e latter presumably 
reflects th e younger work force associ ated wi th  smaller 
employers i n th e i nsured sector. Note th at wh i le th e propor 
ti on of work ers under 21 i s twi ce as h i gh  for th e carri er sec 
tor, th e average age of clai mants i s not much  di fferent th an 
th at for oth er self-i nsurers. Th e bi g th ree clai mants, on th e 
oth er h and, do h ave a noti ceably h i gh er average age, 41 
years compared to j ust over 36 for th e carri er sector.

Th ese di fferences are also reflected i n tables 2-10 and 2-11, 
wh i ch  sh ow th e reported number of dependents and average 
week ly earni ngs, respecti vely, by i nsurer type. Accordi ng to 
table 2-10, about one-th i rd of work ers' compensati on 
clai mants i n Mi ch i gan h ave no dependents. Furth ermore,



Table 2-7 
Reason Payments Stopped by Insurer Type

Insurer type
Reason

Return to work
Di spute
Doctor's report
Benefi t expi red
Recovered
Redeemed
Oth er
Total
Mi ssi ng cases
Grand total

Total
Number

3,091
7
27
29
58
41
273

3,526
1,117
4,642

Percent

87.7
0.2
0.8
0.8
1.6
1.2
7.7

100.0

Carri er
Number

1,822
7
26
17
40
30
203

2,145

Percent

84.9
0.3
1.2
0.8
1.9
1.4
9.5

100.0

Bi g
Number

428
0
0
7
6
5

31
478

th ree
Percent

89.7
0
0
1.5
1.3
1.0
6.5

100.0

Oth er self-i nsurers
Number

841
0
1
5
12
6
39
904

Percent

93.0
0
0.1
0.5
1.3
0.7
4.3

100.0

Ch i -square (unwei gh ted) = 25.65* wi th  12 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.
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Table 2-8 
Gender by Insurer Type

Insurer type
Gender

Male
Female 
Total
Mi ssi ng cases
Grand total

Total
Number

3,474
1,045 

4,519
124

4,642

Percent

76.9
23.1 

100.0

Carri er
Number

1,980
641 

2,621

Percent

75.5
24.5 

100.0

Bi g th ree
Number

712
120 

832

Percent

85.5
14.5 

100.0

Oth er sett-i nsurers
Number

783
283 

1,066

Percent

73.5
26.5 

100.0

Empi ri cal Ovei

<
3

Ch i -square (unwei gh ted) = 20.94** wi th  2 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.



Table 2-9 
Age at Injury by Insurer Type

Insurer type
Age

Th rough  20
21 to 30
31 to 40
41 to 50
51 to 60
Over 60
Total
Mi ssi ng cases
Grand total

Total
Number

404
1,176
847
653
640
279

3,999
643

4,642

Percent

10.1
29.4
21.2
16.3
16.0
7.0

100.0

Carri er
Number

295
689
448
381
316
145

2,274
X =

Percent

13.0
30.3
19.7
16.7
13.9
6.4

100.0
36.4

Bi g
Number

45
194
138
128
147
88
739

X =

th ree
Percent

6.1
26.2
18.7
17.3
19.9
11.9
100.0

41.0

Oth er self-i nsurers
Number

65
293
261
145
177
45
986

X =

Percent

6.6
29.7
26.5
14.7
18.0
4.6

100.0
37.6

Ch i -square (unwei gh ted) = 54.45** wi th  10 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.
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Table 2-10 
Number of Dependents by Insurer Type

Insurer type
Dependents

None
One
Two
Th ree
Four
Fi ve
Si x
Seven or more

Total
Mi ssi ng cases
Grand total

Total
Number

1,554
1,144
569
534
283
143
47
172

4,447
196

4,642

Percent

34.9
25.7
12.8
12.0
6.4
3.2
1.1
3.9

100.0

Carri er
Number

1,036
570
289
311
155
81
16

131
2,590

X =

Percent

40.0
22.0
11.2
12.0
6.0
3.1
0.6
5.1

100.0
1.6

Bi g
Number

184
281
121
97
70
25
18
13

810
X =

th ree
Percent

22.7
34.7
15.0
12.0
8.7
3.1
2.3
1.6

100.0
= 1.8

Oth er self-i nsurers
Number

334
293
159
126
58
37
13
28

1,047
X =

Percent

31.9
28.0
15.2
12.0
5.5
3.6
1.2
2.7

100.0
1.6

Empi ri cal O

<
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Ch i -square (unwei gh ted) = 75.25** wi th  14 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to Foundi ng.



Table 2-11 
Weekly Earnings by Insurer Type

Insurer type
Week ly earni ngs

categori es

To $100
$101 - $200
$201 - $300
$301 - $400
$401 - $500
Over $500
Total
Mi ssi ng cases
Grand total

Total
Number

210
1,207
1,554
779
283
132

4,166
477

4,642

Percent

5.0
29.0
37.3
18.7
6.8
3.2

100.0

Carri er
Number Percent

193
894
772
326
170
69

2,425
X =

8.0
36.9
31.8
13.5
7.0
2.8

100.0
$235.71

Bi g th ree
Number

1
74
350
258
40
30
753

Percent

0.1
9.9
46.5
34.2
5.3
3.9

100.0
X = $302.95

Oth er self-i nsurers
Number

16
238
432
195
74
33
988

Percent

1.6
24.1
43.7
19.8
7.5
3.4

100.0
X = $272.09

Ch i -square (unwei gh ted) = 207.21** wi th  10 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to foundi ng.
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th i s proporti on vari es substanti ally by i nsurer type wi th  
sli gh tly over 20 percent of bi g th ree cases, 30 percent of oth er 
self-i nsurer cases, and 40 percent of carri er cases reporti ng 
no dependents. It i s di ffi cult to say h ow accurate th i s i nfor 
mati on may be, but th ese proporti ons do seem h i gh . Th e 
number of dependents i s reported by th e clai mant for 
li ti gated cases on th e Peti ti on for Heari ng. However, i f th e 
case ends up bei ng redeemed th ere i s not li k ely to be any 
revi ew of th e number of dependents si nce i t does not fi gure 
di rectly i n th e settlement. For cases th at recei ve week ly com 
pensati on payments, th e i nsurer reports th e number of 
dependents, togeth er wi th  th e average week ly wage and th e 
calculated week ly benefi t, on th e form th at noti fi es th e 
Bureau of th e commencement of week ly payments. Th e 
Bureau, i n turn, noti fi es th e di sabled employee of th i s i nfor 
mati on and urges th e work er to advi se i f i t i s i ncorrect.

Th i s would seem to gi ve th e clai mant an i ncenti ve to mak e 
sure th e number of dependents i s accurate. However, i t i s 
always possi ble th at i t i s not tak en seri ously; or th at some 
unk nown reporti ng bi as sli ps i n. In parti cular, i t could be 
th at th e employer reports th e number of dependents clai med 
for tax wi th h oldi ng purposes, wh i ch  could systemati cally 
understate th e actual number. If th e work er i s not eli gi ble for 
th e maxi mum benefi t, or i s not well-i nformed on h ow 
benefi t levels are fi gured, i t i s li k ely th at no correcti on would 
be forth comi ng.

Si mi lar di storti ons could be present i n table 2-11, week ly 
earni ngs by i nsurer type, si nce th ese data were gath ered from 
th e same sources. Th e average reported week ly wage for th e 
enti re sample was $256.49. But th i s measurement i s for cases 
closed i n 1978. Th e week ly earni ngs reported pertai n to th e 
ti me of th e i nj ury or ori gi n of th e case, not to th e ti me of 
closure. Th us th e wages reported i n th e MCCS do not repre 
sent one poi nt i n ti me, but a complex mi xture of recent
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wages and older wages, accordi ng to th e length  of ti me th e 
cases h ave been i n th e work ers* compensati on system.

Neverth eless, i t i s apparent from table 2-11 th at th ere are 
very substanti al di fferences i n wage levels between i nsurer 
types i n Mi ch i gan. A h i gh  proporti on of i nj ured low-wage 
work ers are i n th e carri er i nsured sector. Wh i le 45 percent of 
th e carri er sector clai mants earned less th an $200 week ly 
before bei ng di sabled, th i s was true for only 10 percent of th e 
bi g th ree and 25 percent of oth er self-i nsurers' clai mants. 
About 10 percent of clai mants from each  i nsurer type earned 
over $400 per week  before th ei r i nj ury. Th i s i s a very surpri s 
i ng level of si mi lari ty, gi ven wh at i s k nown about auto i n 
dustry wage levels.

Mi ch i gan's statute provi des a maxi mum benefi t at two- 
th i rds of th e state average week ly wage at th e ti me of th e i n 
j ury; less i f full dependency allowances are not clai med. So 
th ere i s li ttle i ncenti ve to accurately report earni ngs i f th ey 
are greater th an th e state average week ly wage. Th e benefi t 
formula would prevent recovery of such  amounts anyway. 
Th us i t i s probable th at th e wages of h i gh -earni ngs level 
clai mants are systemati cally understated. For i nstance, th e 
bi g th ree clai mants are reported i n table 2-11 as h avi ng earn 
i ngs th at are 18 percent more th an th e average for th e wh ole 
sample. Accordi ng to publi sh ed fi gures, th e week ly earni ngs 
of work ers covered by unemployment i nsurance i n th e 
transportati on equi pment i ndustry were about 58 percent 
h i gh er th an th e statewi de average i n 1977.4 Th e MCCS 
results would be bi ased downward by th e i nci dence of li ti ga 
ti on delays, long durati on di sabi li ti es, reti ree clai ms, and 
oth er i nfluences; but th e di fferenti al sti ll appears 
unreasonably small. It i s probably safe to conclude th at th e 
di fferences i n average earni ngs i n table 2-11 are si gni fi cantly 
understated.
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Compensation Payments5

Th ese wage di fferences are also reflected i n table 2-12, 
wh i ch  sh ows th e week ly compensati on rate by i nsurer type. 
Th e extent of wage loss (total or parti al) and th e number of 
dependents also affect th e week ly compensati on payment, 
but i t i s pri mari ly a functi on of th e level of earni ngs. Table 
2-12 sh ows th at two-th i rds of th e cases closed i n October and 
November of 1978 h ad recei ved week ly payments between 
$100 and $150. A substanti al mi nori ty of 25 percent recei ved 
payments of over $150 per week  and a small number recei ved 
less th an $100 week ly (about 9 percent). Th e di fferences 
among i nsurer types are substanti al and stati sti cally si gni fi  
cant. Th i s i s true even th ough  th e di stri buti on of week ly 
compensati on rates i s truncated at both  ends by th e max 
i mum and mi ni mum benefi t levels.6

Table 2-13 demonstrates th e actual si gni fi cance of th e 
mi ni mum and maxi mum benefi t levels i n Mi ch i gan. Almost 
64 percent of all week ly payment cases recei ved th e max 
i mum benefi t for th ei r i nj ury year and dependency classi fi ca 
ti on; vi rtually every case for th e bi g th ree employees. At th e 
oth er end of th e scale, about 15 percent of all closed week ly 
compensati on cases recei ved th e mi ni mum benefi t. Reflect 
i ng th e wage di stri buti on results presented earli er, th e bulk  
of th ese mi ni mum benefi t cases occur i n th e carri er sector.

Only one case i n fi ve actually recei ved th e statutory two- 
th i rds of gross week ly earni ngs as th e week ly benefi t pay 
ment. It sh ould perh aps be poi nted out th at th i s result i s not 
affected substanti ally by th e li ti gati on process, nor by th e i n 
ci dence of lump-sum payments. Th ese measurements pertai n 
only to th e cases th at actually recei ved week ly payments and 
refer to th e maxi ma and mi ni ma i n effect at th at ti me. It i s 
clear from th i s evi dence th at large wage level di fferences, 
fi ltered th rough  a benefi t structure wh i ch  severely restri cts



Table 2-12 
Weekly Compensation Rate by Insurer Type

Insurer type
Compensati on rate Total

$1 - $50
$51 - $100
$101 - $150
$151 - $200
Total
Mi ssi ng cases
Grand total

Number

102
210

2,333
892

3,537
1,106
4,642

Percent

2.9
5.9
66.0
25.2
100.0

Carri er
Number

91
137

1,487
432

2,147

Percent

4.2
6.4
69.3
20.1
100.0

X = $127.32

Bi g th ree
Number

3
31
243
201
478

Percent

0.6
6.5
50.8
42.0
100.0

X = $144.21

Oth er self-i nsurers
Number

8
42
603
259
912

Percent

0.9
4.6
66.1
28.4
100.0

X = $138.60

Ch i -square (unwei gh ted) = 64.60** wi th  6 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.
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Table 2-13 
Benefit Rate by Insurer Type

Insurer type
Benefi t rate

Mi ni mum benefi t
Two-th i rds of wage
Maxi mum benefi t
Total
Mi ssi ng cases
Grand total

Total
Number

546
719

2,244

3,509
1,134
4,642

Percent

15.6
20.5
63.9

100.0

Carri er
Number

467
551

1,110

2,127

Percent

21.9
25.9
52.2
100.0

Bi g th ree
Number

0
8

470

478

Percent

0
1.7

98.3

100.0

Oth er self-i nsurers
Number

79
160
664
904

Percent

8.8
17.7
73.5
100.0

m 
3•o
31

9n
3.
*

Ch i -square (unwei gh ted) = 197.07** wi th  4 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.



Empi ri cal Overvi ew 51

th e scope of th e wage level i n determi ni ng benefi ts, sti ll pro 
duces wi dely varyi ng week ly compensati on experi ence.

Th i s becomes very apparent wh en di scussi ng possi ble 
legi slati ve ch anges i n th e maxi mum and mi ni mum benefi t 
levels. Increasi ng th e maxi mum benefi t level would h ave a 
tremendous i mpact on th e self-i nsured employers; much  less 
on th e i nsured sector. On th e oth er h and, ch anges i n 
mi ni mum benefi t levels would be of maj or concern to i n 
sured employers, and of li ttle value to th e self-i nsured. Th i s 
was one of th e reasons reform of th e Mi ch i gan benefi t for 
mula was so di ffi cult. Th e tradeoff among di fferent provi  
si ons vari ed substanti ally by employer and/or i nsurer type.

It i s ti me now to turn attenti on to th e durati on of di sabi li ty 
i ssue. However, before presenti ng any data i t i s i mportant to 
rei terate th e bi as, di scussed i n ch apter 1, th at i s i ntroduced 
wi th  a closed case desi gn. Th i s potenti al bi as i s at i ts max 
i mum wh en exami ni ng durati on of di sabi li ty. In th e fi rst 
place, th e closed cases th at i nvolve long durati ons of di sabi li  
ty represent an earli er, generally smaller case populati on. 
Th us th ey would tend to be outnumbered by sh ort durati on, 
more recent cases si mply as a consequence of th e growth  of 
th e labor force.

In addi ti on, si nce li feti me benefi ts were only extended to 
th e general di sabi li ty category i n Mi ch i gan i n 1965, th e case 
populati on may not yet be mature enough  to h ave reach ed an 
equi li bri um. Th i s would lead to a furth er di storti on i n th e 
number of long term cases relati ve to sh ort term cases i n a 
closed case survey. Th i s concept can be explai ned wi th  th e 
ai d of a few si mpli fyi ng assumpti ons. Suppose i t was possi  
ble to observe a work ers' compensati on system as i t was go 
i ng i nto operati on for th e fi rst ti me. Suppose also th at all 
cases wi th  di sabi li ty durati ons greater th an one year would 
not close unti l exactly 10 years after th e i nj ury date. Assume 
th at th e same number of cases ori gi nate i n each  year. Any
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sample consi sti ng of one month 's closed cases drawn duri ng 
th e fi rst ten years of system operati on would not contai n any 
long term cases, but would contai n only cases wi th  di sabi li ty 
durati ons of less th an one year. Th us a closed case sampli ng 
desi gn would lead to th e i ncorrect conclusi ons th at th ere 
were no cases wi th  di sabi li ti es lasti ng over one year.

Now, suppose i nstead of exactly a 10-year durati on for 
long term di sabi li ty cases, th ey were ch aracteri zed by a 
di stri buti on of durati ons. Assume th at di stri buti on was rec 
tangular, so th at th e average durati on of long term cases was 
10 years, but th ey ranged from 1 year to 19 years wi th  a cons 
tant number closi ng i n each  year. If a sli ce-i n-ti me closed 
case sample was drawn i n year two, a few long term cases 
would be represented, but th ey would be seri ously under- 
represented relati ve to th e sh ort term cases. Th i s i s because 
th e long term cases would be from only one coh ort. As ti me 
passes and th e case populati on "matures" so th at cases are 
closi ng from a number of earli er coh orts, th e relati onsh i p 
between long term closures and sh ort term closures would 
ch ange substanti ally. Th i s ch ange i s an arti fact of th e 
measurement tech ni que, not a ch ange i n th e underlyi ng 
dynami cs of case durati on. Under th e stated assumpti ons, i t 
would tak e 20 years for th e populati on to reach  an 
equi li bri um or steady state condi ti on.

Wh en th i s dynami c di storti on ph enomenon i s i mposed on 
a fluctuati ng case populati on wi th  a very complex durati on 
di stri buti on, i t becomes di ffi cult even to descri be th e nature 
of th e problem. However, i t i s a fact th at a closed case survey 
tends to yi eld a di storted vi ew of di sabi li ty durati ons. It 
systemati cally underesti mates th e i nci dence of long durati on 
di sabi li ti es. Th e magni tude of th e error i s a functi on of th e 
frequency of long term cases and th ei r durati on di stri buti on.

Th e empi ri cal analysi s of th e closed case bi as i n ch apter 1 
sh owed th at, for Mi ch i gan at least, th i s problem i s not as bi g
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as i t would seem. Wh en th e durati ons of di sabi li ty from th e 
MCCS were compared to th ose from anoth er sample wi th  a 
di fferent sampli ng desi gn, th e closed case samples appeared 
to contai n about one-th i rd fewer cases wi th  actual pai d dura 
ti ons of one year or more. In ch apter 1 i t was sh own th at th i s 
was more th an offset wh en th e redempti ons were gi ven i m 
puted durati ons based on th e si ze of th e lump-sum 
payments. Th ese results sh ould be treated wi th  cauti on, 
h owever, by anyone wh ose focus i s esti mati ng th e actual 
durati ons of di sabi li ty as opposed to compari ng th e ex 
peri ence of di fferent i nsurer types.

Table 2-14 sh ows a detai led di stri buti on of compensati on 
durati ons by i nsurer type. Th i s table i ncludes only th e actual 
number of week s pai d; no lump-sum payments are i ncluded. 
Th e most stri k i ng feature of th i s table i s th e small number of 
cases wi th  pai d durati ons of one week  to two week s. Th i s 
reflects th e benefi t wai ti ng peri od provi si on i n Mi ch i gan 
statute. Compensati on for wage loss begi ns after one week  
of di sabi li ty, but i f th e di sabi li ty lasts two week s or more, 
benefi ts are pai d retroacti vely from th e data of i nj ury. Th e 
effect of th i s provi si on i s th at benefi ts are pai d for ei th er less 
th an one week  or more th an two week s, si nce th e accumula 
ti on of one full week  of compensated di sabi li ty tri ggers pay 
ment for th e fi rst unpai d week  as well.7

Th e oth er noteworth y element of table 2-14 i s th at th e di f 
ferences among th e i nsurer types i n th e di stri buti on of dura 
ti on are not stati sti cally si gni fi cant. Even th ough  th e means 
are qui te di fferent, wi th  a range of 10.1 week s for oth er self- 
i nsurers to 16.7 week s for th e bi g th ree, th e h ypoth esi s th at 
th e di stri buti ons are th e same cannot be rej ected i n th i s i n 
stance.8 Because of th i s fact and because th e sample numbers 
are very small, i t i s unwi se to draw any conclusi ons about th e 
apparent di fferences i n th e tai ls of th e di stri buti on for th e 
th ree i nsurer types.



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

Insurer type
Durati on

Up to 1 week
1 to 2 week s
2 to 4 week s
4 to 8 week s
8 to 13 week s
13 to 26 week s
26 to 52 week s
1 to 2 years
2 to 4 years
Over 4 years
Total
Mi ssi ng cases
Grand total

Total
Number

741
234
860
776
336
290
123
73
44
36

3,513
1,129
4,642

Percent

21.1
6.7
24.5
22.1
9.6
8.3
3.5
2.1
1.2
1.0

100.0

Carri er
Number

493
140
502
456
210
158
66
44
33
22

2,125
X =

Percent

23.2
6.6
23.6
21.5
9.9
7.5
3.1
2.1
1.5
1.0

100.0
12.3

Bi g
Number

84
40
122
99
42
44
21
11
5
9

479
X =

th ree
Percent

17.6
8.4
25.5
20.7
8.7
9.3
4.4
2.3
1.0
1.9

100.0
16.7

Oth er self-i nsurers
Number

163
54
236
220
84
87
36
18
6
5

910_
V- _

Percent

17.9
5.9
26.0
24.2
9.2
9.6
4.0
2.0
0.7
0.5

100.0
10.1

Ch i -square (unwei gh ted) = 17.00 wi th  18 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.
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Th e table does sh ow th e predomi nance of sh ort durati on 
di sabi li ti es i n Mi ch i gan's work ers' compensati on system, 
h owever. Over 20 percent of th e cases recei vi ng peri odi c 
compensati on payments are pai d for one week  or less. Over 
50 percent of th e cases i nvolve no more th an four week s of 
di sabi li ty. Furth ermore, th i s experi ence h olds for all i nsurer 
types. Even th ough  th e long durati on cases are under- 
represented i n table 2-14, th i s conclusi on i s fi rm si nce dou 
bli ng th e long durati on cases would not ch ange th e overall 
di stri buti on very much .

Table 2-15 sh ows th e di stri buti on of total week ly compen 
sati on pai d by i nsurer type. It i s closely related to table 2-14, 
si nce total week ly compensati on i s si mply th e product of th e 
durati on of benefi ts and th e week ly compensati on rate. Th e 
di fferences among i nsurer types i n table 2-15 are stati sti cally 
si gni fi cant. Th i s represents th e contri buti on of th e di f 
ferences i n week ly compensati on rates reported i n table 2-12. 
In th i s case, also, th e maj or conclusi on i s th at th e system i s 
domi nated by small cases. Over 70 percent i nvolve week ly i n 
demni ty of less th an $1,000.

Accordi ng to table 2-15, only about 3 percent of week ly 
payment cases sh ow more th an $8,000 i n aggregate week ly 
i ndemni ty. Th i s number sh ould be treated wi th  some cau 
ti on, h owever. Si nce th e subj ect i s week ly compensati on 
payments only, th e expensi ve cases are necessari ly old cases 
wi th  low week ly compensati on rates (appropri ate to earni ng 
levels at th e ti me of th e i nj ury). Th erefore, th e reali zed cost 
of th ose cases i s consi derably less th an a comparable dura 
ti on case ari si ng at th e present ti me.

Th i s wh ole di scussi on mi gh t be regarded as mi sleadi ng by 
some, si nce all lump-sum payments h ave been omi tted th us 
far. It was sh own i n table 2-2 th at over 18 percent of 
Mi ch i gan's work ers' compensati on cases are redeemed, so 
di scussi ng only week ly payment cases could i ntroduce a very



Table 2-15 
Total Weekly Compensation Paid by Insurer Type

Insurer type
Total week ly
compensati on Total

Number Percent

$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
Mi ssi ng cases
Grand total

752
199
822
722
548
270
125
55
48

3,541
1,101
4,642

21.2
5.6
23.2
20.4
15.5
7.6
3.5
1.6
1.3

100.0

Carri er
Number

505
149
484
433
303
148
62
36
33

2,153
X = $l

Percent

23.5
6.9
22.5
20.1
14.1
6.9
2.9
1.7
1.5

100.0
,372

Bi g th ree
Number

81
13

123
93
85
45
22
9
8

479
X = $l

Percent

16.9
2.7
25.8
19.4
17.7
9.5
4.6
1.8
1.7

100.0
,723

Oth er self-i nsurers
Number

166
37
215
196
161
77
41
11
7

910
X = $l

Percent

18.2
4.0
23.7
21.5
17.7
8.4
4.5
1.2
0.8

100.0
,237

Ch i -square (unwei gh ted) = 26.52* wi th  16 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.
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seri ous bi as. In fact, table 2-16 sh ows th at th e week ly pay 
ment cases and lump-sum payment cases can be treated as 
separate populati ons. Less th an 5 percent of all cases recei ve 
both  week ly and lump-sum i ndemni ty payments. Nearly 74 
percent of all closed cases recei ved week ly i ndemni ty 
payments only, and about 15 percent recei ved only lump- 
sum payments. Th ese proporti ons are somewh at si mi lar for 
th e carri er sector and th e oth er self-i nsured sector. Th e bi g 
th ree auto manufacturers pay about th ree ti mes as many 
lump-sum cases relati vely; but i t i s sti ll true th at th ere i s very 
li ttle overlap wi th  th e week ly compensati on cases.

Tables 2-17 and 2-18 address th e oth er group of compen 
sated cases: lump-sum payment cases. Th e vast maj ori ty of 
th ese are redempti ons, but th ere are a few sch eduled loss 
cases and lump-sum advance cases i ncluded as well. As i n 
di cated i n table 2-16, 20 percent of th e closed case sample 
h ad recei ved lump-sum payments. Th e cases recei vi ng week  
ly compensati on only and th ose recei vi ng no i ndemni ty at all 
are counted as mi ssi ng i n tables 2-17 and 2-18.

Table 2-17 reports th e si ze of gross lump-sums, wh ereas 
table 2-18 covers net lump-sums. Th e di fference between th e 
two i s made up of th e costs of li ti gati on: namely, attorney's 
fees, oth er legal costs, and medi cal costs. Th i s i ssue wi ll be 
exami ned i n ch apter 4, but for now i t i s suffi ci ent to poi nt 
out th at th e gross lump-sum i s wh at th e i nsurer pays and th e 
net lump-sum i s wh at th e clai mant actually recei ves. Th us 
wh en talk i ng about th e cost of lump-sum cases, i t i s ap 
propri ate to use th e gross amount, but wh en di scussi ng ques 
ti ons of benefi t levels, net lump-sums are more appropri ate. 
Th e maj or focus h ere i s on table 2-17, i .e., gross lump-sum 
payment amounts.

Th e di stri buti on of lump-sums i s not at all si mi lar to th e 
di stri buti on of week ly payments. Th ere are relati vely few 
small lump-sum payments, only 5 percent are under $1,000.



Table 2-16 
Type of Compensation by Insurer Type

Ch i -square (unwei gh ted) = 141.12** wi th  6 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.
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Insurer type
Compensati on type

Lump-sum payment only
Week ly payments only
Both
None
Total
Mi ssi ng cases
Grand total

Total
Number

677
3,339
202
307

4,526
116

4,642

Percent

15.0
73.8
4.5
6.8

100.0

Carri er
Number

293
2,013
140
179

2,625

Percent

11.2
76.7
5.3
6.8

100.0

Bi g th ree
Number

270
456
23
87
835

Percent

32.3
54.5
2.8
10.4
100.0

Oth er self-i nsurers
Number

114
871
39
42

1,066

Percent

10.7
81.7
3.7
3.9

100.0

w 
3
X)sr
$
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Table 2-17 
Lump-Sum Payment (Gross) by Insurer Type

Insurer type
Lump-sum payment Total

$1 -$1,000
$1,001 - $2,000
$2,001 - $4,000
$4,001 - $8,000
$8,001 - $16,000
$16,001 - $32,000
Over $32,000
Total
Mi ssi ng cases
Grand total

Number

49
109
217
206
153
125
20

879
3,763
4,642

Percent

5.6
12.4
24.7
23.4
17.4
14.2
2.3

100.0

Carri er
Number

19
50
85
90
83
88
18

433
X = $10

Percent

4.4
11.5
19.6
20.8
19.2
20.3
4.2

100.0
,529

Bi g th ree
Number

20
34
99
89
37
14
0

293
X = $5

Percent

6.8
11.6
33.8
30.4
12.6
4.8
0

100.0
,659

Oth er self-i nsurers
Number

10
25
33
27
33
23
2

153
X = $

Percent

6.5
16.3
21.6
17.6
21.6
15.0
1.3

100.0
8,493

Ch i -square (unwei gh ted) = 78.87** wi th  12 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e Unli ti gated sample.
Columns may not add to total due to roundi ng.
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Table 2-18 
Net Lump-Sum Payment by Insurer Type

Insurer type
Lump-sum payment Total

$1 -$1,000 
$1,001 - $2,000 
$2,001 - $4,000
$4,001 - $8,000
$8,001 - $16,000
Over $16,000
Total
Mi ssi ng cases
Grand total

Number

97 
146 
222
195
139
68
867

3,775
4,642

Percent

11.2 
16.8 
25.6
22.5
16.0
7.8

100.0

Carri er
Number

34 
68 
91
97
88
49
427
X =

Percent

8.0 
15.9 
21.3
22.7
20.6
11.5
100.0

$7,336

Bi g th ree
Number

43 
50 
100
68
25
5

291
X =

Percent

14.8 
17.2 
34.4
23.4
8.6
1.7

100.0
$3,777

Oth er self-i nsurers
Number

20 
28 
31
30
26
14

149
X =

Percent

13.4 
18.8 
20.8
20.1
17.4
9.4

100.0
$6,186

i mpi ri cal Overvi ew

Ch i -square (unwei gh ted) = 59.54** wi th  10 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.
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Th ere are even fewer really large lump-sums, alth ough  clear 
ly th ey account for a si gni fi cant proporti on of th e total 
lump-sum costs. Rough ly 10 percent of lump-sum i ndemni ty 
dollars go to th e 2 percent of th e lump-sum cases th at recei ve 
over $32,000 i n i ndemni ty.

Th ere are also consi derable di fferences among th e th ree 
i nsurer types i n th e si ze of lump-sum payments. Th i s i s borne 
out by th e ch i -square stati sti c, wh i ch  sh ows th at th e null 
h ypoth esi s of i denti cal di stri buti ons can be rej ected at a very 
h i gh  level of confi dence. Th e di stri buti on for th e bi g th ree 
auto producers appears to be th e most uni que. It i s very com 
pact, wi th  two-th i rds of th e cases falli ng between $2,000 and 
$8,000 i n lump-sums. Presumably th i s reflects th e "routi ne 
reti ree redempti ons" i n th e auto i ndustry. It i s sai d th at th ere 
i s an organi zed mark et for reti ree redempti ons i n th e auto i n 
dustry. At any rate, th e vari ance i n si ze of lump-sum 
payments i s consi derably less for th e bi g th ree th an for oth er 
self-i nsurers or th e carri er sector.

Wh i le table 2-16 sh owed th at th ree ti mes as many bi g th ree 
closed cases recei ved lump-sum payments, table 2-17 i n 
di cates th at th e average lump-sum i s much  lower for th e auto 
i ndustry th an for carri ers or oth er self-i nsurers. Th i s i s 
noteworth y si nce th e week ly compensati on rate was sh own 
to be si gni fi cantly h i gh er for th e bi g th ree. It i s h ypoth esi zed 
th at th i s fact reflects th e i nci dence of reti ree redempti ons i n 
th e auto i ndustry also. Th ese questi ons wi ll be addressed 
more th orough ly later.

Table 2-19 presents th e analysi s of durati on of di sabi li ty 
payments wh en lump-sum payment cases are assi gned i m 
puted durati ons. After th e deducti on of legal costs and 
medi cal costs, each  net lump-sum payment was di vi ded by 
th e average week ly i ndemni ty payment to cases from th e 
same i nsurer type to get a rough  esti mate of th e number of 
week s represented by th e lump-sum payment. Th ese i mputed



Table 249 
Estimated Duration of Disability by Insurer Type

Insurer type
Durati on of di sabi li ty
(actual or i mputed)

Up to 26 week s
26 to 52 week s
1 year to 2 years
2 years to 4 years
Over 4 years
Total
Mi ssi ng cases
Grand total

Total
Number

3,474
298
191
136
91

4,190
452

4,642

Percent

82.9
7.1
4.6
3.2
2.2

100.0

Carri er
Number

2,014
149
90
98
68

2,419
X =

Percent

83.3
6.2
3.7
4.0
2.8

100.0
23.6

Bi g th ree
Number

564
98
64
11
10

748

Percent

75.5
13.1
8.6
1.5
1.3

100.0

Oth er self-i nsurers
Number

896
51
37
27
13

1,024
X = 23.7 X =

Percent

87.5
5.0
3.6
2.6
1.3

100.0
16.9

Ch i -square (unwei gh ted) = 51.90** wi th  8 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.

Columns may not add to total due to roundi ng.
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durati ons were th en added to any actual week ly payment 
durati ons for th e i ndi vi dual clai mant to yi eld a total 
esti mated durati on of di sabi li ty.9

Th ere are a number of i nteresti ng results sh own i n table 
2-19. Th e domi nance of sh ort durati on cases presented i n 
table 2-14 i s reduced. Th e i nclusi on of i mputed durati ons for 
lump-sum cases h as doubled th e relati ve frequency of cases 
wi th  more th an 26 week s di sabi li ty durati on, from 8 percent 
to 17 percent. Th ere are also strong contrasts by i nsurer type 
apparent i n table 2-19. Th e carri er segment experi ences 
rough ly twi ce as h i gh  a proporti on of cases wi th  more th an 
two years esti mated durati on wh en compared to all self- 
i nsurers. Th e bi g th ree auto producers demonstrate th e 
lowest relati ve i nci dence of long durati on cases. Th ey also 
sh ow th e lowest i nci dence of cases wi th  less th an 26 week s 
esti mated durati on. Th i s i s accounted for by th e fact th at th e 
bulk  of th e bi g th ree redempti ons end up wi th  i mputed dura 
ti ons of between 26 week s and two years.

Th e fi nal poi nt to be made about th e esti mated durati ons 
i n table 2-19 i s th at th e oth er self-i nsurers clearly 
demonstrate th e lowest durati ons overall of any i nsurer type. 
Th e advantage th ey enj oyed i n actual week ly payment dura 
ti ons (sh own i n table 2-14) h as i ncreased wi th  th e addi ti on of 
th e i mputed durati ons from lump-sum cases. Table 2-19 
sh ows th at th e average pai d durati on for self-i nsurers oth er 
th an th e bi g th ree i s only 16.9 week s, about 30 percent less 
th an for oth er i nsurer types.

Th e last compari son to be presented i s total i ndemni ty for 
each  closed case. Tables 2-20 and 2-21 sh ow th ese results by 
i nsurer type. Table 2-20 reports th e total i ndemni ty paid to 
each  closed case by i nsurer type. It adds th e gross lump-sum 
amounts to total week ly compensati on payments to arri ve at 
th e total i ndemni ty pai d to each  closed case. Table 2-21, on 
th e oth er h and, reports th e total i ndemni ty received by th e



Table 2-20 
Total Indemnity Paid by Insurer Type

Insurer type
Total i ndemni ty Total Carri er

Number Percent

None
$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
$16,001 - $32,000
Over $32,000

Total
Mi ssi ng cases
Grand total

307
747
196
808
728
613
463
298
169
138
58

4,526
117

4,642

6.8
16.5
4.3

17.9
16.1
13.6
10.2
6.6
3.7
3.0
1.3

100.0

Number

179
500
147
476
426
315
215
135
91
101
40

2,625
X =

Percent

6.8
19.1
5.6
18.1
16.2
12.0
8.2
5.2
3.5
3.8
1.5

100.0
$2,862

Bi g
Number

87
81
12

121
104
117
142
109
42
13
8

835
X =

th ree
Percent

10.4
9.7
1.4
14.5
12.5
14.0
17.1
13.0
5.0
1.6
1.0

100.0
$2,973

Oth erself-i nsurers
Number Percent

42
166
37

211
198
182
106
54
37
24
10

1,066
X

3.9
15.6
3.5
19.8
18.6
17.1
9.9
5.0
3.4
2.3
0.9

100.0
= $2,275

Empi ri cal O
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Ch i -square (unwei gh ted) = 124.79** wi th  20 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.



Table 2-21 
Total Indemnity Received by Insurer Type

Insurer type
Total i ndemni ty Total Carri er

Number Percent

None
$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
$16,001 - $32,000
Over $32,000

Total
Mi ssi ng cases
Grand total

316
770
202
812
743
651
465
278
155
101
32

4,526
117

4,642

7.0
17.0
4.5
17.9
16.4
14.4
10.3
6.1
3.4
2.2
0.7

100.0

Number

182
503
149
479
433
336
218
136
95
73
21

2,625
X =

Percent

6.9
19.2
5.7
18.2
16.5
12.8
8.3
5.2
3.6
2.8
0.8

100.0
$2,319

Bi g
Number

89
96
13
122
110
132
142
88
30
8
6

835
X =

th ree
Percent

10.6
11.5
1.5
14.6
13.2
15.8
17.1
10.5
3.5
1.0
0.7

100.0
$2,303

Oth er self-i nsurers
Number

46
171
40
211
200
184
105
54
31
20
5

1,066
X = $l

Percent

4.3
16.0
3.7
19.8
18.8
17.3
9.8
5.0
2.9
1.9
0.5

100.0
,921

Ch i -square (unwei gh ted) = 92.08** wi th  20 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Columns may not add to total due to roundi ng.
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clai mants; i t adds th e net lump-sum payments and total 
week ly compensati on payments. Both  tables are presented 
for comparati ve purposes.

It i s noteworth y th at th e bi g th ree and th e carri er sector 
each  come out wi th  an average total i ndemni ty payment of 
about $2,900, even th ough  th e di stri buti ons are qui te di f 
ferent. Th e bi g th ree pay about twi ce as many clai ms i n th e 
$2,000 to $8,000 range as do oth er i nsurers. But th ey also 
sh ow si gni fi cantly more uncompensated cases. Th ese facts 
presumably reflect th e redempti on poli cy of th e auto i n 
dustry. Oth er self-i nsurers h ave an average total i ndemni ty 
level about 20 percent lower th an ei th er th e carri ers or th e bi g 
th ree.

Th ese fi gures represent th e composi te i nfluence of th e 
week ly compensati on rates, th e durati ons of week ly 
payments, th e si ze of lump-sum payments, and th e i nci dence 
of lump-sum payments. To si mpli fy th e compari sons, table 
2-22 draws togeth er all th ese elements i n summary form. It i s 
apparent th at th e th ree i nsurer types h ave wi dely di fferi ng 
work ers' compensati on experi ences. Th e bi g th ree are clearly 
uni que. Th ey experi ence a very h i gh  li ti gati on rate and a very 
h i gh  i nci dence of lump-sum payments, more th an one-th i rd 
of all closed cases accordi ng to th e MCCS. Th ey also h ave 
th e h i gh est proporti on of uncompensated cases, presumably 
reflecti ng some successful defenses i n th e li ti gati on process.

Wh i le th ey sh ow by far th e lowest proporti on of week ly 
compensati on (because of th e i nfluence of lump-sums), th ey 
pay th e h i gh est week ly compensati on rates and th e longest 
average durati ons. Th i s results i n an average week ly compen 
sati on fi gure th at i s about one-fourth  h i gh er th an for th e car 
ri er segment. On th e oth er h and, th e bi g th ree appear to off 
set th e remark ably h i gh  i nci dence of lump-sum payments 
wi th  lower payments to each  case. Th e net result i s th at th e 
bi g th ree clai mants recei ve th e same average total i ndemni ty 
per closed case as clai mants i n th e carri er segment.



Empi ri cal Overvi ew 67

Table 2-22 
Summary of Compensation by Insurer Type

Compensation summary
Other 

Carrier Big three self-insurers
Cases not compensated 
(Percent) 6.8 10.4 3.9

Cases wi th  week ly compensati on
(Percent)

Average week ly compensati on rate
(Dollars per week )

Average week ly compensati on durati on
(Week s)

Average total week ly compensati on
(Dollars)

Cases wi th  lump-sum payments
(Percent)

Average gross lump-sum payments
(Dollars)

Average net lump-sum payments
(Dollars)

Average total i ndemni ty pai d
(Dollars)

Average total i ndemni ty recei ved
(Dollars)

82.0

127

12.3

1,372

16.5

10,529

7,336

2,862

2,319

57.3

144

16.7

1,723

35.1

5,659

3,777

2,973

2,303

85.4

139

10.1

1,237

14.4

8,493

6,186

2,275

1,921

Self-i nsurers oth er th an th e bi g th ree present a rath er di f 
ferent pi cture. Th ey h ave th e h i gh est proporti on of week ly 
benefi t payment cases and th e lowest i nci dence of lump- 
sums. Th ey also sh ow th e lowest proporti on of uncompen- 
sated cases. Th e average week ly compensati on rate for oth er 
self-i nsurers i s 9 percent h i gh er th an for carri ers, but th ey 
offset th i s wi th  an 18 percent lower average durati on; so th e 
result i s lower week ly i ndemni ty costs. For lump-sum cases, 
th ey experi ence both  a lower i nci dence and a lower average 
payment, yi eldi ng a substanti al advantage i n lump-sum pay 
ment costs. Summi ng all th ese elements, self-i nsurers oth er 
th an th e bi g th ree reali ze an average total i ndemni ty fi gure 
th at i s 20 percent lower th an both  th e carri er and th e bi g 
th ree auto producer level.
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NOTES

1. Inflati ng th e samples to represent one year's coh ort of closed cases 
was j udged to be potenti ally mi sleadi ng to th e reader.

2. It mi gh t also be poi nted out th at th e more i nclusi ve th e li st of i nj uri es, 
th e greater th e value of th e redempti on to th e i nsurer si nce i t prevents 
future clai ms for th ese same di sabi li ti es under terms of th e redempti on 
agreement.

3. Th e problem deri ves predomi nantly from th e wage-loss ph i losoph y of 
th e Mi ch i gan statute. Si nce benefi ts are normally to be pai d as long as 
wage loss conti nues, th ere i s no need to create a categori zati on of 
di sabi li ti es as permanent or temporary. Th i s wi ll only become clear as 
ti me passes and wage loss conti nues or comes to an end.

4. Michigan Statistical Abstract, 14th  Edi ti on, 1979, pp. 286-87.

5. Th ere i s a fuller di scussi on of benefi t payments i n ch apter 4.

6. For 1978, mi ni mum benefi ts for full-ti me work ers (more th an 25 
h ours per week ) ranged from $105 per week  wi th  no dependents to $120 
wi th  fi ve or more dependents. Maxi mum benefi ts vari ed from $142 per 
week  wi th  no dependents to $171 wi th  fi ve or more. Si mi lar ranges apply 
to th e cases ori gi nati ng i n th e oth er i nj ury years represented i n table 2-12.

7. Th ere i s a full di scussi on of th i s i ssue i n ch apter 4.

8. Of course, th e ch i -square test i s not a test of di fferences between 
means, but rath er of th e overall di stri buti on as represented i n th e con 
ti ngency table.

9. Th i s procedure i s th e same one used i n ch apter 1 wh en compari ng th e 
MCCS to th e NCCI Mi ch i gan Speci al Call sample.



LITIGATION

Introduction

As th e term i s used h ere, "li ti gati on" refers to th e fi li ng of 
a formal, wri tten request for a h eari ng wi th  th e Bureau of 
Work ers' Di sabi li ty Compensati on.l It does not presume any 
outcome si nce many li ti gated cases do not even come to a 
h eari ng; 22 percent are wi th drawn. So for th e purposes of 
th i s di scussi on, "li ti gated" refers to th e admi ni strati ve treat 
ment accorded th e case, not to any parti cular resoluti on of 
th e di spute. Th i s ch apter wi ll exami ne th e correlates of li ti ga 
ti on i n th e Mi ch i gan work ers' compensati on system as 
revealed i n th e Mi ch i gan Closed Case Survey. Th e analysi s 
wi ll use th e wei gh ted sample so as to preserve th e correct 
relati onsh i p between li ti gated and unli ti gated cases i n th e 
populati on of work ers' compensati on cases.

In Mi ch i gan, li ti gated cases h ave come to form a "second 
system" of work ers' compensati on, wh i ch  operates wi th  en 
ti rely di fferent procedures on very di fferent types of clai ms. 
Th i s exami nati on of li ti gati on i n Mi ch i gan wi ll prove to be 
frustrati ng because of th e poor quali ty of i nformati on 
avai lable. It wi ll be necessary repeatedly to quali fy factual 
statements, parti cularly i nvolvi ng li ti gated cases, due to th e 
sources of th e data. In most i nstances, all of th e i nformati on 
avai lable about a li ti gated case i s th e product of th e li ti gati on
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process. As such , i t i s i ntensely adversari al and of dubi ous 
vali di ty.

Most li ti gated work ers' compensati on cases i n Mi ch i gan 
enter th e system wi th  an attorney attach ed and no previ ous 
noti ce to th e employer. It would be less common for a 
di sabi li ty clai m to "move over" to th e li ti gated track  because 
a di spute develops i n th e course of compensati on. Most 
li ti gated cases end wi th  a lump-sum redempti on payment, 
i .e., a compromi se and release agreement. It seems obvi ous 
i n many cases th at th i s was th e obj ecti ve all along. Th us th e 
pi cture th at emerges i s of a week ly benefi t system operati ng 
under th e wage-loss pri nci ple for one set of clai ms, and a 
lump-sum compromi se system operati ng i nformally as an 
i mpai rment rati ng system for anoth er set of clai ms. Th e lack  
of i nformati on about th e basi s for compensati on i n th e latter 
cases prevents a clear j udgment as to th e adequacy or equi ty 
of th e settlements. It also mak es th e descri pti on of th ose 
cases both  di ffi cult and unsati sfyi ng. Noneth eless, i t i s i m 
portant to mak e th e attempt, even i f th e maj or result i s to 
demonstrate h ow much  i s not k nown rath er th an h ow much  
i s k nown.

Fi rst, a number of tables of bi vari ate results wi ll be 
presented. Th ese wi ll exami ne th e associ ati on of each  of a 
number of case or clai mant ch aracteri sti cs wi th  th e 
li k eli h ood of li ti gati on. Th i s secti on wi ll conclude wi th  a 
multi vari ate analysi s of th e probabi li ty of li ti gati on. Th e 
same basi c vari ables used i n th e tabular analysi s wi ll all be 
consi dered si multaneously. Th e li near probabi li ty regressi on 
analysi s wi ll mak e possi ble th e assessment of th e i mpact of 
each  vari able on th e li k eli h ood of li ti gati on, h oldi ng th e 
oth er factors constant. Th i s procedure, wh i le sufferi ng from 
some well-k nown tech ni cal flaws, reduces th e errors 
associ ated wi th  bi vari ate analysi s wh en explanatory vari ables 
are i ntercorrelated.
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In addi ti on, a general descri pti on of th e li ti gated case 
populati on wi ll be presented. Th i s i s over and above th e 
comparati ve pi cture of li ti gated cases th at emerges from th e 
di scussi on of th e correlates of li ti gati on. Th e fi rst obj ecti ve 
of th e ch apter i s to mak e clear wh i ch  cases are li ti gated. Th i s 
analysi s wi ll th en provi de th e setti ng for th e descri pti on of 
th e li ti gated case populati on as i t i s represented i n th e 
Mi ch i gan Closed Case Survey.

The Likelihood of Litigation

Th e fi rst table i s actually a repeat of table 2-1, except th e 
focus i s i n th e oth er di recti on. In ch apter 2 th e emph asi s was 
on analysi s of general case ch aracteri sti cs by i nsurer type; 
one of th ose ch aracteri sti cs was li ti gati on status. Here th e 
emph asi s i s on analysi s of th e li k eli h ood of li ti gati on, and 
one of th e i mportant correlates of li ti gati on i s i nsurer type 
(table 3-1). As di scussed earli er, th ere are very si gni fi cant 
di fferences i n th e li k eli h ood of li ti gati on among th e di fferent 
i nsurer types. Th e bi g th ree auto producers h ave a li ti gati on 
rate th at i s more th an double th at of oth er self-i nsurers or 
th e carri er sector.

It i s i mportant to poi nt out th at th i s does not necessari ly 
prove th e auto i ndustry employers are more li k ely th an 
oth ers to contest a clai m of gi ven quali ty. It si mply means 
th at th e frequency of clai ms th at i nvolve an appli cati on for 
h eari ng relati ve to th ose th at do not i s much  h i gh er for th e 
auto i ndustry. Si nce th e overwh elmi ng maj ori ty of appli ca 
ti ons for h eari ng are fi led by clai mants, th i s i s more a 
descri pti on of th e clai ms process i n th e auto i ndustry th an 
anyth i ng else. Neverth eless, i t does produce a consi derable 
admi ni strati ve burden for th e Bureau, i nasmuch  as all th e 
li ti gati on mach i nery i s i nvok ed wi th  each  new peti ti on.

Table 3-2 presents th e bi vari ate analysi s of th e associ ati on 
between th e nature of th e i nj ury and th e li k eli h ood of li ti ga-



Table 3-1 
Insurer Type by Litigation Status

N>

Li ti gati on status
Total

Insurer type

Carri er
Bi g th ree
Oth er self-i nsurers

Total
Mi ssi ng cases
Grand total

Number

2,625
835

1,066
4,526
117

4,642

Percent

100.0
100.0
100.0
100.0

Unli ti gated
Number

2,046
437
864

3,347

Percent

77.9
52.3
81.0
73.9

Li ti gated
Number

579
398
202

1,179

Percent

22.1
47.7
19.0
26.1

Li ti gati on

Ch i -square (unwei gh ted) = 118.21** wi th  2 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Rows may not add to total due to roundi ng.



Table 3-2 
Nature of Injury by Litigation Status

Li ti gati on status

Selected ANSI 
i nj ury categori es

Amputati on
Burn
Brui se
Cut
Di slocati on
Fracture
Herni a
Inflammati on of j oi nts
Sprai n or strai n
Multi ple i nj uri es
Oth er
Unclassi fi ed

Total
Mi ssi ng cases
Grand total

Total
Number

45
100
566
427
62
454
165
104

1,770
536
310
70

4,610
33

4,642

Percent

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

100.0

Unli ti gated
Number

39
97
462
412
54

423
147
82

1,419
47
150
64

3,397

Percent

86.8
97.0
81.6
96.5
87.0
93.2
89.1
78.9
80.2
8.7
48.5
91.5
73.7

Li ti gated
Number

6
3

104
15
8

31
18
22
351
489
160
6

1,213

Percent

13.2
3.0
18.4
3.5
13.0
6.8
10.9
21.1
19.8
91.3
51.5
8.5
26.3

Ch i -square (unwei gh ted) = 750.48** wi th  11 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Rows may not add to total due to roundi ng.
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ti on. Normally one would say th e effect of th e nature of i n 
j ury on th e li k eli h ood of li ti gati on, but th e di recti on of 
causati on i s confused i n th i s case. It h as become th e general 
practi ce to li st as many i nj uri es or i mpai rments as possi ble i n 
th e beli ef th at th i s i ncreases th e probabi li ty of an award, or 
perh aps th e si ze of award. Th us, i n a very real sense, th e fact 
of li ti gati on can affect th e nature of i nj ury clai med. Th i s i s 
parti cularly clear i n th e case of th e coded category "multi ple 
i nj uri es" i n table 3-2. If th e multi ple i nj uri es are clai med 
because th e case i s bei ng li ti gated rath er th an vi ce versa, th e 
normal di recti on of causati on i s reversed. Th us i t would not 
be proper to say th at multi ple i nj ury clai ms are more li k ely to 
be resi sted by i nsurers.

Th e same effect i s evi dent i n table 3-3, Inj ured Part of 
Body by Li ti gati on Status. Th e parallel to multi ple i nj uri es i s 
multi ple parts of th e body. Th e category "body system" i s 
also strongly correlated wi th  li ti gati on. Th i s fact reflects a 
reporti ng anomaly for occupati onal di seases i n th e Mi ch i gan 
system. Si nce th e Peti ti on for Heari ng form fi led by th e clai  
mant allows for th e separate li sti ng of a di sablement due to 
occupati onal di sease, th i s tends to be clai med as well. Agai n, 
th i s i s a consequence of th e adversary process, and not 
necessari ly an unbi ased assessment of th e nature of th e 
di sabli ng condi ti on. Th ere i s no unbi ased revi ew of th e 
asserted facts before th e h eari ng. For th i s reason, i t i s really 
not possi ble to accurately determi ne th e i nci dence of occupa 
ti onal di sease among Mi ch i gan's work ers' compensati on 
cases.

It i s also i mpossi ble to determi ne th e actual basi s for th e 
clai m i n most li ti gated cases i n th e MCCS. A revi ew of th e 
admi ni strati ve record of th e case, especi ally for redempti ons 
wh ere no transcri pt of th e h eari ng i s avai lable, does not con 
vey an adequate understandi ng of th e basi s for th e deci si on. 
Th us th e results i n tables 3-2 and 3-3 must be treated very 
cauti ously. Wh i le th e ch i -square stati sti cs i ndi cate great



Table 3-3 
Inj ured Part of Body by Li ti gati on Status

Li ti gati on status
Total

Part of body

Head or neck
Arm or wri st
Hand or fi nger
Abdomen
Back
Oth er trunk
Leg or ank le
Foot or toe
Multi ple parts
Body system
Oth er

Total
Mi ssi ng cases
Grand total

Number

153
311
700
224

1,037
254
589
257
872
173
44

4,616
26

4,642

Percent

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

100.0

Unli ti gated
Number

125
287
663
204
795
236
548
240
236
36
32

3,404

Percent

81.7
92.3
94.7
91.1
76.7
92.9
93.0
93.4
27.1
20.7
72.9

73.7

Li ti gated
Number

28
24
37
20
242
18
41
17

636
137
12

1,212

Percent

18.3
7.7
5.3
8.9
23.3
7.1
7.0
6.6
72.9
79.3
27.1

26.3

Ch i -square (unwei gh ted) = 798.81** wi th  10 degrees of freedom.

Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.

Rows may not add to total due to roundi ng.
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stati sti cal si gni fi cance of th e results, th i s i s at least parti ally 
an arti fact of th e measurement of th e actual ch aracteri sti cs 
of th e case. All of th e evi dence avai lable on some cases i s 
generated by th e adversari al li ti gati on process i tself, and th i s 
clearly affects th e reporti ng of th e "facts" i n th e case. Un 
fortunately, th ere i s no way around th i s problem.

Th i s measurement problem i s also reflected i n table 3-4 
wh i ch  reports th e li ti gated proporti ons accordi ng to wh eth er 
th e clai mant h ad been h ospi tali zed i n connecti on wi th  th e i n 
j ury or i llness. Over 90 percent of th e cases wh ere i t could 
not be determi ned wh eth er h ospi tali zati on h ad occurred 
were li ti gated cases. Among th e cases wh ere a determi nati on 
could be made, table 3-4 i ndi cates th at wh en h ospi tali zati on 
occurred, th e ch ance of li ti gati on was h i gh er. Regrettably, i t 
cannot be reli ably determi ned i n wh i ch  cases th e i nsurer pai d 
th e cost of h ospi tali zati on, ei th er th rough  work ers' compen 
sati on benefi ts or general h ealth  i nsurance programs. No 
case by case accounti ng for medi cal benefi t payments i s re 
qui red by th e Bureau of Work ers' Di sabi li ty Compensati on. 
Th us i t cannot be ascertai ned wh i ch  h ospi tali zati ons are con 
nected wi th  di rectly compensable di sabi li ti es and wh i ch  are 
connected wi th  general condi ti ons later determi ned, th rough  
th e adversary process, to be compensable.

Table 3-5 i ndi cates th at th e li k eli h ood of li ti gati on i s i n 
versely related to th e reported week ly earni ngs. However, 
th i s i s partly due to th e closed case sampli ng desi gn, combi n 
ed wi th  th e long li ti gati on delays i n th e Mi ch i gan system. Th e 
reported week ly earni ngs at th e ti me of th e i nj ury wi ll be 
lower for li ti gated cases si mply because th ey are one to two 
years older at th e ti me of closure, due solely to th e li ti gati on 
proceedi ngs. Agai n i n th i s i nstance, th e fact th at th e null 
h ypoth esi s of equali ty i n earni ngs can be rej ected i s not a 
very meani ngful result.



Table 3-4 
Hospitalization by Litigation Status

Li ti gati on status
Total

Hospi tali zati on status

Not h ospi tali zed 
Hospi tali zed 
Unk nown
Total 
Mi ssi ng cases 
Grand total

Number

3,285 
904 
396

4,585 
57 

4,642

Percent

100.0 
100.0 
100.0
100.0

Unli ti gated
Number

2,745 
591 
32

3,368

Percent

83.6 
65.4 
8.1
73.5

Li ti gated
Number

540 
313 
364

1,217

Percent

16.4 
34.6 
91.9
26.5

Ch i -square (unwei gh ted) = 501.72** wi th  2 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Rows may not add to total due to roundi ng.
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Table 3-5 
Weekly Earnings by Litigation Status

Li ti gati on status

Week ly earni ngs
categori es

To $100
$101 - $200
$201 - $300
$301 - $400
$401 - $500
Over $500
Total
Mi ssi ng cases
Grand total

Total
Number

211
1,225
1,582
780
284
132

4,215
428

4,642

Percent

100.0
100.0
100.0
100.0
100.0
100.0

100.0

Unli ti gated
Number Percent

154
856

1,154
677
254
122

3,218
X

73.0
69.9
72.9
86.8
89.5
92.4
76.3

= $263

Li ti gated
Number

57
369
428
103
30
10

997
V .._

Percent

27.0
30.1
27.1
13.2
10.5
7.6

23.7
$231

Ch i -square (unwei gh ted) = 62.34** wi th  5 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.

Rows may not add to total due to roundi ng.
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Th ere i s more certai nty about th e numbers presented i n 
table 3-6. Th ey sh ow th e proporti on li ti gated accordi ng to 
th e geograph i c ori gi n of th e clai m; th e li ti gi ousness of 
Detroi t i s readi ly apparent. In ch apter 2 i t was poi nted out 
th at Detroi t cases made up 55 percent of all Mi ch i gan 
work ers' compensati on cases. But among li ti gated cases, 
Detroi t accounts for over 70 percent. Th i s results from a 36.6 
percent li ti gati on rate among Detroi t area cases, compared 
to 22.2 percent for th e balance of th e state. Th e least li ti gi ous 
areas accordi ng to table 3-6 are Musk egon, Kalamazoo- 
Portage, Grand Rapi ds, and Lansi ng. All experi ence li ti ga 
ti on rates under 15 percent. Th e ch i -square stati sti c sh ows 
th at th e sample evi dence i s strong enough  to rej ect th e 
h ypoth esi s of no di fference i n li k eli h ood of li ti gati on among 
locati ons.

Turni ng to clai mant ch aracteri sti cs, table 3-7 reveals th at 
females appear to h ave a margi nally h i gh er li ti gati on propor 
ti on. But th e ch i -square stati sti c i s not si gni fi cant; meani ng 
th at th e h ypoth esi s of equali ty cannot be rej ected. Table 3-8 
demonstrates th at age of th e clai mant, h owever, i s 
si gni fi cantly correlated wi th  th e li k eli h ood of li ti gati on. Th e 
age di stri buti ons of clai mants i n li ti gated and unli ti gated 
cases are mark edly di fferent, wi th  th e probabi li ty of li ti ga 
ti on ri si ng after age 50. Th i s represents th e effect of th e 
"reti ree problem" i n Mi ch i gan work ers' compensati on. It 
may also reflect th e i nci dence of occupati onal di sease wh i ch  
tends to ri se wi th  age.

Wh i le th e Mi ch i gan system i s ostensi bly a wage-loss 
system, clai ms from reti rees h ave long been a seri ous prob 
lem. Vi rtually all reti ree clai ms are redeemed, i .e., settled by 
compromi se and release. Some allege th at most of th em are 
pai d because of th ei r "nui sance value"; i t i s ch eaper to pay a 
few th ousand dollars to redeem th e case th an to i ncur th e 
cost of effecti vely defendi ng agai nst th e clai m. Th e redemp 
ti on h as th e added value from th e i nsurer's poi nt of vi ew of



Table 3-6 
Geographkal Location of Injury by Litigation Status

Li ti gati on status
Total

SMSA of i nj ury

Ann Arbor- Ypsi lanti
Battle Creek
Detroi t
Fli nt
Grand Rapi ds
Jack son
Kalamazoo-Portage
Lansi ng-East Lansi ng
Musk egon
Sagi naw
Oth er
Total
Mi ssi ng cases
Grand total

Number

146
61

2,355
247
340
64
113
156
99
109
580

4,270
372

4,642

Percent

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

100.0

Unli ti gated
Number

111
50

1,494
183
290
50
97
133
86
82
484

3,060

Percent

76.0
82.0
63.4
74.1
85.3
78.2
85.8
85.2
86.9
75.3
83.4
71.7

Li ti gated
Number

35
11

861
64
50
14
16
23
13
27
96

1,210

Percent

24.0
18.0
36.6
25.9
14.7
21.8
14.2
14.8
13.1
24.7
16.6
28.3

Ch i -square (unwei gh ted) = 90.55** wi th  10 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Rows may not add to total due to roundi ng.
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Table 3-7 
Gender by Litigation Status

Li ti gati on status
Total

Gender

Male
Female
Total
Mi ssi ng cases
Grand total

Number

3,556
1,075
4,631

12
4,642

Percent

100.0
100.0
100.0

Unli ti gated
Number

2,637
778

3,415

Percent

74.2
72.4

73.7

Li ti gated
Number

919
297

1,216

Percent

25.8
27.6
26.3

Ch i -square (unwei gh ted) = 0.60 wi th  1 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Rows may not add to total due to roundi ng.
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Table 3-8 
Age at Injury by Litigation Status

Li ti gati on status
Total

Age

Th rough  20
21 to 30
31 to 40
41 to 50
51 to 60
Over 60
Total
Mi ssi ng cases
Grand total

Number

411
1,206
861
672
664
280

4,094
549

4,642

Percent

100.0
100.0
100.0
100.0
100.0
100.0
100.0

Unli ti gated
Number

362
967
699
505
398
72

3,003

Percent

88.1
80.2
81.2
75.2
59.9
25.6
73.3

Li ti gated
Number

49
239
162
167
266
208

1,091

Percent

11.9
19.8
18.8
24.8
40.1
74.4
26.7

Ch i -square (unwei gh ted) = 229.73** wi th  5 degrees of freedom.
Unli ti gated cases are i nflated by a factor of 3.583 to compensate for th e smaller sampli ng rati o i n th e unli ti gated sample.
Rows may not add to total due to roundi ng.
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forestalli ng any addi ti onal clai m from th e i ndi vi dual i nvolv 
ed, provi di ng th e language descri bi ng th e i nj ury i s suffi ci ent 
ly broad to encompass any possi ble compensable i nj ury.

For th e li ti gated closed case sample, an attempt was made 
to determi ne th e reti rement status of th e clai mant from th e 
i nformati on contai ned i n th e offi ci al case fi le. Th e coders, 
all experi enced former Bureau of Work ers' Di sabi li ty Com 
pensati on employees, found th ey were able to mak e a 
reasonably certai n determi nati on i n about th ree-fourth s of 
all li ti gated cases. Th e remai nder were recorded as unk nown. 
Table 3-9 sh ows th at at least one-fourth  of th e li ti gated cases 
defi ni tely di d i nvolve a reti red clai mant. If one assumes th at 
th e unk nown category can be di vi ded between reti red and 
nonreti red work ers accordi ng to th e proporti ons i n th e rest 
of th e sample, th e proporti on of reti rees ri ses to 35 percent.

Th e table also reveals very si gni fi cant di fferences by i n 
surer type. A mi ni mum of 42 percent of li ti gated bi g th ree 
cases are from reti rees (i t would be 53 percent under th e same 
allocati ve assumpti on about th e unk nowns). On th e oth er 
h and, only 14 percent of li ti gated carri er clai mants are 
reti red (ri si ng to 20 percent wi th  allocati on of unk nowns). 
Th i s means th at th e auto i ndustry h as up to th ree ti mes th e 
relati ve i nci dence of reti ree clai ms. Th e oth er self-i nsurer 
group falls i n between wi th  an esti mated range of 29 to 40 
percent reti ree clai ms. So th e evi dence i n th e MCCS suggests 
th at 40 to 50 percent of li ti gated clai ms i n th e auto i ndustry, 
30 to 40 percent of li ti gated clai ms from oth er self-i nsurers, 
and 15 to 20 percent of li ti gated carri er clai ms are from 
reti red employees.

Table 3-10 suggests th at th e results are si mi lar for total i n 
demni ty costs. Approxi mately $9 mi lli on i n i ndemni ty was 
pai d to th e 1,224 li ti gated cases i n th e sample over th e acti ve 
span of th ose cases, i .e., before closure. At least one-fourth  
of th i s was pai d to reti rees; perh aps as much  as one-th i rd.



Table 3-9 
Reti rement Status by Insurer Type Li ti gated Cases Only

Insurer type
Reti rement status

Non-reti red
Reti red
Unk nown
Total
Mi ssi ng cases
Grand total

Total
Number

522
285
277

1,084
140

1,224

Percent

48.2
26.3
25.6
100.0

Carri er
Number

307
77
152
536

Percent

57.3
14.4
28.4
100.0

Bi g th ree
Number

136
155
77

368

Percent

37.0
42.1
20.9
100.0

Oth er self-i nsurers
Number

79
53
48

180

Percent

43.9
29.4
26.7

100.0

Ch i -square (unwei gh ted) = 89.09** wi th  4 degrees of freedom. 
Columns may not add to total due to foundi ng.



Table 3-10 
Total Indemni ty Pai d to Reti rees by Insurer Type • Li ti gated Cases Only

Insurer type
Reti red clai mant?

No
Yes
Unk nown
Total

4
2
2
8

Total
Dollars

,197,457
,279,967
,302,093
,779,517

Percent

47.8
26.0
26.2
100.0

Carri er
Dollars

3,016,105
798,055

1,557,099
5,371,259

Percent

56.2
14.9
29.0
100.0

Bi g th ree
Dollars

615
990
316

1,922

,751
,745
,009
,505

Percent

32.0
51.5
16.4
100.0

Oth er self-i nsurers
Dollars

565
491
428

1,485

,601
,167
,985
,753

Percent

38.1
33.1
28.9
100.0

Columns may not add to total due to roundi ng.
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For carri ers, th e range i s agai n about 15 to 20 percent; for 
th e bi g th ree, 50 to 60 percent; and for oth er self-i nsurers, 
from 33 to 45 percent.

Of course, th ese i ndemni ty amounts would be less wh en 
expressed as a proporti on of all i ndemni ty, not j ust th at pai d 
to li ti gated cases. Usi ng th e mi ni mum proporti ons from 
table 3-9, payments to reti rees represent at least 18 percent of 
all i ndemni ty payments reported i n th e MCCS. Th i s propor 
ti on ranges from a low of 10 percent for carri ers to a h i gh  of 
40 percent for th e bi g th ree. Oth er self-i nsurers as a group 
pay rough ly 20 percent of th ei r i ndemni ty dollars to reti red 
clai mants.

Table 3-11 sh ows th at th ese li ti gated reti ree clai ms are 
almost all redeemed. Less th an 4 percent are resolved i n 
some oth er manner. Th i s contrasts wi th  about 65 percent 
redeemed among th ose li ti gated cases wh ere th e clai mant 
could not defi ni tely be i denti fi ed as a reti ree. Reti rees are 
recei vi ng at least 28 percent of all lump-sum payments to 
Mi ch i gan work ers' compensati on clai mants.

Th ese numbers are very stri k i ng; but th ey do tend to 
overstate th e magni tude of th e reti ree problem somewh at 
because of th e bi as of th e closed case desi gn. Lump-sum 
payments wi ll be fully valued i n th e present as th ey are com 
mi tted. Th e nature of th e closed case desi gn means th at th e 
long term week ly benefi t cases wi ll be both  underesti mated i n 
number and undervalued i n cost. Th us th e current lump-sum 
payments to reti rees are overvalued relati ve to th e total i n 
demni ty base. Th e si ze of th i s bi as i s unclear, but i t i s worth  
noti ng th at i t sh ould be offset to some degree by th e opposi te 
bi as produced by th e di ffi culty of actually i denti fyi ng 
reti rees i n work ers' compensati on cases. Neverth eless, th e 
evi dence from th e closed case sample i s suffi ci ent to 
demonstrate th at payments to reti rees are a very i mportant 
factor i n Mi ch i gan work ers' compensati on.



Table 3-11
Reti rement Status by Meth od of Resoluti on 

Li ti gated Cases Only

Resoluti on
Total

Reti rement status

Non-reti red
Reti red
Unk nown

Total
Mi ssi ng cases
Grand total

Number

537
292
290

1,119
105

1,224

Percent

100.0
100.0
100.0

100.0

Redeemed
Number

362
282
174

818

Percent

67.4
96.6
60.0

73.1

Wi th drawn
Number

71
1

54

126

Percent

13.2
0.3
18.6

11.3

Di smi ssed
Number

21
2
32

55

Percent

3.9
0.7
11.0

4.9

Accepted
Number

42
0
10

52

Percent

7.8
0.0
3.4

4.6

Deci si on
Number

41
7
20

68

Percent

7.6
2.4
6.9

6.1

Ch i -square= 146.8** wi th  8 degrees of freedom. 
Rows may not add to total due to roundi ng.

00-J
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Redempti on payments to reti rees are of i nterest because of 
th ei r clear confli ct wi th  th e wage-loss ph i losoph y of compen 
sati on. Th e maj or pri nci ple of wage loss i s th at i ncome 
mai ntenance payments sh all be made as long as wage loss 
conti nues. Th i s can be contrasted wi th , an i mpai rment 
ph i losoph y wh ere i nj ured work ers are compensated for th e 
i nj ury i tself as well as, or i nstead of, th e loss of wages atten 
dant upon th e i nj ury. In th e case of a voluntari ly reti red 
clai mant, i t would seem fai rly obvi ous th at no wage loss i s 
bei ng suffered even th ough  th ere may be an i mpai rment of 
some k i nd. Th i s i s one reason for th e asserti on th at th e li ti ga 
ti on system i n Mi ch i gan can be regarded as a second 
work ers' compensati on system.

Multivariate Analysis

Table 3-12 presents th e multi vari ate analysi s of th e cor 
relates of li ti gati on. It reports th e result of a si mple li near 
probabi li ty regressi on wi th  a di ch otomous dependent 
vari able, wh eth er th e case was li ti gated or i t was not. Th e i n 
dependent or explanatory vari ables are th e same ones 
di scussed i n th e tabular results above, wi th  a few excepti ons. 
Th e goal i s to esti mate th e i mpact of each  ch aracteri sti c on 
th e li k eli h ood of li ti gati on, h oldi ng all oth er factors i ncluded 
i n th e model constant.

In th ose i nstances wh ere th e i ndependent vari able i s 
categori cal, th e li near probabi li ty regressi on measures th e 
margi nal i mpact of th e presence of th e ch aracteri sti c as com 
pared to th e alternati ve state of th e world, namely th e 
absence of th e ch aracteri sti c. Wh ere th e categori es would ex 
h aust all th e alternati ves, one category h as been omi tted and 
serves as th e reference group. For i nsurer type, carri ers are 
th e omi tted group and th e margi nal i mpact of th e bi g th ree 
or oth er self-i nsurer i s measured agai nst th at of carri ers.
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Table 3-12
Probabi li ty of Li ti gati on 

Li near Probabi li ty Regressi on

Dependent vari able - probabi li ty of li ti gati on p(LFD= .264

X
.507
.180
.230
.114
.146
.040
.232

2.212
.054
.011
.022
.092
.098
.022
.115
.067
.224
.188
.037

Independent vari ables
Detroi t
Bi g th ree
Oth er self-i nsurers
Detroi t and bi g th ree
Age (55 or over)
Age and bi g th ree
Female
Indemni ty ($1,000* s)
Multi ple spells
Fatali ty
Burn
Cut
Fracture
Inflammati on
Multi ple i nj uri es
Oth er i nj uri es
Back  i nj uri es
Multi ple parts
Body system
Constant

A 

0

.101

.075
-.058
.008
.103
.053
.014
.024
.036
.169
-.094
-.061
-.064
.047
.336
.079
.112
.303
.466
.002

se
.015
.028
.016
.035
.022
.043
.015
.001
.030
.065
.045
.024
.023
.044
.029
.034
.018
.024
.045

t
6.92**
2.69**
3.63**
.24

4.77**
1.22
.90

18.54**
1.21
2.61**
2.09*
2.55*
2.78**
1.07
11.50**
2.32*
6.36**
12.82**
10.39**

n = 2,177
F(19, 2157) =134.87**
R2 = .543
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Ordi nary least squares esti mati on wi th  a di ch otomous 
dependent vari able i s k nown to produce h eteroscedasti c er 
ror terms. Th e esti mates are unbi ased, but not effi ci ent.2 
Th at i s, th e esti mated coeffi ci ents are accurate, but th e stan 
dard errors of th ose coeffi ci ents are bi ased upward. Th i s 
means th at th e standard t-test of stati sti cal si gni fi cance of 
th e coeffi ci ents i s made more di ffi cult; i t i s possi ble th at 
stati sti cally si gni fi cant results wi ll be i ncorrectly j udged to be 
i nsi gni fi cant.

In th e present appli cati on, th i s flaw was not j udged to be 
seri ous enough  to mandate th e use of nonli near tech ni ques. 
Th e i nterest h ere i s i n a broad assessment of th e associ ati on 
of vari ous case and clai mant ch aracteri sti cs wi th  th e fact of 
li ti gati on. Li near probabi li ty i s suffi ci ent for th at purpose, 
even th ough  i t i s not th e opti mal esti mati on procedure i n th i s 
si tuati on. It i s possi ble th at some weak  relati onsh i ps wi ll be 
j udged to be i nsi gni fi cant as a result, but i n th e face of th e 
measurement problems and causati on problems di scussed 
earli er, th i s i s not too seri ous.

Th e regressi on was performed on a wei gh ted sample of 
MCCS cases, but i n th i s i nstance th e wei gh ts are not th e 
same as employed earli er. Here i t i s cri ti cal th at th e total 
number of actual observati ons not be overstated. Th i s would 
mak e th e overall regressi on appear more si gni fi cant th an i s 
warranted. So th e wei gh ts are ch osen to mak e th e total 
number of observati ons coi nci de wi th  th e actual, wh i le at th e 
same ti me preservi ng th e relati on between li ti gated and 
unli ti gated cases. Th i s necessi tated wei gh ti ng each  
unli ti gated case by a factor of 1.680 and each  li ti gated case 
by .469. Th e result i s a wei gh ted sample of 574 li ti gated and 
1,603 unli ti gated cases. Th e li ti gated case populati on i s 
th ereby k ept to 26 percent of th e total, and th e total number 
of wei gh ted cases i s h eld to 2,177 (actual was 2,178).

Th e left-h and column i n table 3-12 reports th e sample 
mean for each  vari able. In th e case of di ch otomous vari ables
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such  as Detroi t, wh ere th e vari able tak es on th e value 1 i f th e 
clai m i s from Detroi t and 0 oth erwi se, th i s mean i s th e pro 
porti on of cases i n th e sample th at h ave th e ch aracteri sti c. 
For Detroi t th e mean i s .507, wh i ch  i ndi cates th at j ust over 
50 percent of th e cases ori gi nate i n Detroi t. Th e regressi on 
coeffi ci ent (£) th en reports th e margi nal i mpact of th e 
presence of th i s ch aracteri sti c on th e probabi li ty th at th e case 
wi ll be li ti gated.

One of th e advantages of li near probabi li ty esti mates i s 
th at th e coeffi ci ents are readi ly i nterpreted i n strai gh t pro 
babi li ty terms. Th us i n table 3-12 th e esti mated coeffi ci ent 
for Detroi t, li sted fi rst i n th e table, i ndi cates th at th e pro 
babi li ty of li ti gati on for a clai m wh i ch  ori gi nates i n Detroi t i s 
.101 h i gh er th an one ori gi nati ng elsewh ere i n th e state, 
h oldi ng oth er factors constant. In oth er words, Detroi t cases 
are 10 percent more li k ely to be li ti gated th an cases from th e 
balance of th e state. Furth ermore, th e t-test i ndi cates th at i t 
i s possi ble to rej ect th e null h ypoth esi s th at a Detroi t ori gi n i s 
not correlated wi th  th e li k eli h ood of li ti gati on at a 99 percent 
level of confi dence.

It i s i mportant to emph asi ze th at th e coeffi ci ent measures 
th e marginal i mpact, i .e., h oldi ng all oth er factors i ncluded 
i n th e esti mated equati on constant. It was reported earli er i n 
th i s ch apter th at 36.6 percent of Detroi t cases were li ti gated 
wh i le only 22.2 percent of oth er cases were; i mplyi ng th at 
Detroi t cases are 14.4 percent more li k ely to be li ti gated. Th i s 
i s a gross di fference, h owever, and i t does not h old any oth er 
factors constant. Th e measurement reported i n table 3-12 i s 
an esti mate of th e margi nal or net i mpact of Detroi t ori gi n 
on li ti gati on li k eli h ood. It i s lower th an th e gross because 
Detroi t clai mants are more li k ely to h ave oth er 
ch aracteri sti cs associ ated wi th  li ti gati on, e.g., work  i n th e 
auto i ndustry.

Si mi lar observati ons can be made about th e i mpact of th e 
next vari able i n table 3-12, th e bi g th ree. Th e esti mated equa-
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ti on i ndi cates th at cases from th e bi g th ree h ave a probabi li ty 
of li ti gati on th at i s .075 h i gh er th an th ose wh ere a carri er 
h andles th e coverage (th e omi tted category). On th e oth er 
h and, th e coeffi ci ent for oth er self-i nsurers i ndi cates th at 
th ey are less li k ely (by .058) to experi ence li ti gati on th an are 
th e carri ers. In both  i nstances th ese are margi nal results, 
h oldi ng th e oth er factors i n th e regressi on equati on constant, 
and i n both  cases th e null h ypoth esi s of no relati onsh i p can 
be rej ected by conventi onal stati sti cal standards. Th e result 
for th e bi g th ree means th at th e earli er results reported i n 
table 3-1 seri ously overstated th e i mpact of th e bi g th ree on 
th e li k eli h ood of li ti gati on. Only about one-th i rd of th e gross 
di fference sh own i n table 3-1 was actually due to th e i nsurer 
type. Th e oth er two-th i rds was due to oth er factors, such  as 
th e greater i nci dence of reti ree clai ms.

Th e next vari able i s desi gned to measure i nteracti on be 
tween locati on and i nsurer. It tests for th e possi bi li ty th at 
th ere i s a synergi sti c, or i nteracti ve, li ti gati on effect on a 
clai m from th e bi g th ree th at ori gi nates i n th e Detroi t area. 
Th e h ypoth esi s i s th at th e presence of both  th ese factors 
leads to a h i gh er tendency to li ti gate th an th e si mple sum of 
th e previ ous coeffi ci ents. Th i s vari able tak es th e value 1 i f 
th e clai m i s from th e Detroi t area and i s agai nst one of th e 
bi g th ree auto producers and 0 oth erwi se. Th e mean value at 
th e left i ndi cates th at 11.4 percent of all closed cases do sh are 
th ese two ch aracteri sti cs. But th e coeffi ci ent for th i s vari able 
i s not si gni fi cantly di fferent from zero, wh i ch  i ndi cates th at 
th e h ypoth esi s of i nteracti on can be rej ected.

Th e vari able labeled "Age 55 or over" serves as a proxy 
for th e reti ree i ssue. Si nce reti rement status was not gath ered 
for th e unli ti gated cases, i t was necessary to approxi mate th i s 
vari able. Age 55 was ch osen as th e lower termi nus of th e 
"early" reti rement age group. Clearly, th i s amounts to a 
di luti on of th e i nfluence of reti red status si nce th ere are 
many acti ve work ers between ages 55 and 65. However, due
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to th e "30 years and out'* possi bi li ty i n th e auto i ndustry, 
th ere are a fai rly si gni fi cant number of reti rements th at oc 
cur i n th e mi d to late 50s.

Th e coeffi ci ent for age 55 or over i ndi cates th at th i s age 
group h as a rate of li ti gati on th at i s about 10 percent h i gh er 
th an for younger work ers. Even measured as i mperfectly as 
i t i s, th i s factor appears to be as i mportant as a Detroi t ori gi n 
i n produci ng li ti gati on. It i s relati vely more i nfluenti al th an 
bei ng employed i n th e auto i ndustry, at least as esti mated i n 
th i s equati on. In addi ti on, th ere i s anoth er i nteracti on term 
i n th e equati on wh i ch  tests wh eth er th ere i s a synergi sti c ef 
fect between th e bi g th ree and older work ers. In oth er words, 
i s th e probabi li ty of li ti gati on even h i gh er wh en th e clai mant 
i s an older auto work er? Th e results i n table 3-12 do not con 
fi rm th i s. Wh i le th e coeffi ci ent appears to be posi ti ve, th e 
t-test sh ows th at i t i s not si gni fi cantly di fferent from zero. 
Th us th e i nteracti on h ypoth esi s h as to be rej ected. Th ese 
results rei nforce th ose presented earli er i n th i s ch apter. Older 
work ers are much  more li k ely to be i nvolved i n li ti gated 
clai ms. One can only speculate th at i f reti rement status were 
more adequately measured, th e relati onsh i p would be even 
stronger th an revealed h ere.

Th e last vari able i n th e group of back ground vari ables i s 
th e gender of th e clai mant. Th e female vari able measures th e 
di fferenti al probabi li ty of li ti gati on as a correlate of th e sex 
of th e clai mant. Table 3-12 reveals th at th ere i s no si gni fi cant 
di fference between men (th e omi tted category) and women i n 
terms of li ti gati on of work ers' compensati on clai ms.

Th e second group of i ndependent vari ables refers di rectly 
to th e work ers' compensati on case i tself rath er th an to th e 
clai mant or th e i nsurer. In a sense, th ese vari ables attempt to 
measure th e elements of th e clai m th at are associ ated wi th  an 
elevated tendency to li ti gate. Th e fi rst of th ese i s th e level of 
i ndemni ty payments for th e clai m. Si nce th e sample i s com-
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posed of closed cases, th e i ndemni ty cost i s k nown wi th  cer 
tai nty, subj ect only to th e possi bi li ty of reopeni ng at some 
future date. Th e level of i ndemni ty i s measured i n uni ts of 
one th ousand dollars, so th e esti mated coeffi ci ent i ndi cates 
th at for each  th ousand dollars of i ndemni ty pai d, th e pro 
babi li ty of li ti gati on i ncreases by .024. Th e t-stati sti c i n 
di cates th at i t i s possi ble to rej ect th e h ypoth esi s of no rela 
ti onsh i p between th e li k eli h ood of li ti gati on and th e level of 
i ndemni ty pai d.

Wh at th e t-stati sti c cannot do i s i ndi cate th e direction of 
causati on. One can say th at th ere i s a relati onsh i p, i t i s not 
possi ble to say i n wh i ch  di recti on th e causati on flows.3 In 
parti cular, i t may well be th at th e process of li ti gati on i tself 
contri butes to th e level of i ndemni ty. On th e oth er h and, th e 
li ti gati on may be a normal outgrowth  of th e compli cati ons 
attendi ng th e more seri ous di sabi li ty clai ms. Th en one would 
fi nd a relati onsh i p between th e level of i ndemni ty and li ti ga 
ti on, even th ough  th ey both  are consequences of th e 
seri ousness of th e di sabi li ty. In th e next ch apter, multi vari ate 
results on th e determi nants of i ndemni ty wi ll be presented, 
but th i s i ssue of causati on wi ll sti ll not be fi rmly lai d to rest 
because of th e general lack  of unbi ased i nformati on about 
li ti gated cases. One conclusi on, h owever, i s fi rm; th ere i s a 
posi ti ve relati onsh i p between th e amount of i ndemni ty pai d 
and th e probabi li ty of li ti gati on i n Mi ch i gan's work ers' com 
pensati on system.

Th e vari able for "multi ple spells" represents an attempt 
to try to control for th e di ffi cult cases. Th i s di ch otomous 
vari able tak es th e value 1 i f th ere was more th an one di sti nct 
peri od of di sabi li ty associ ated wi th  th e clai m. It sh ould be 
noted th at th i s i ncludes th e possi bi li ti es of a rei nj ury or an 
aggravati on of a pre-exi sti ng i nj ury, as well as a relapse or 
premature return to work . Th i s vari able i s also subj ect to 
measurement problems i n th at i t i s possi ble th at dubi ous 
li ti gated clai ms sh ow a tendency to ci te earli er peri ods of
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di sabi li ty to i ncrease th e credi bi li ty of th e clai m. Th i s could 
be analogous to th e measurement problems wi th  th e nature 
of i nj ury di scussed earli er. A somewh at surpri si ng propor 
ti on of all closed cases do report more th an one peri od of 
di sabi li ty—over 5 percent accordi ng to table 3-12. However, 
th i s factor i s not si gni fi cantly related to th e probabi li ty of 
li ti gati on; th e h ypoth esi s of no relati onsh i p cannot be re 
j ected i n th i s case.

Th e rest of th e i ndependent vari ables relate to th e asserted 
cause of th e clai m, th e speci fi c i nj ury or i llness th at produced 
th e di sabi li ty. For li ti gated cases, th i s i nformati on comes 
from th e clai mant, generally wi th  th e assi stance of an at 
torney. For unli ti gated cases, th e i nformati on comes from 
th e employer. It i s very clear th at th e nature of th e i nj ury and 
part of body reported i n li ti gated cases are desi gned to i n 
fluence th e outcome of th  li ti gati on process. Th us th e 
measurement problems compli cate th e i nterpretati on of 
th ese results; i t i s once agai n prudent to emph asi ze associ a 
ti on rath er th an causati on i n th i s di scussi on.

Accordi ng to th e esti mated li near probabi li ty regressi on 
equati on reported i n table 3-12, fatali ty clai ms are 
si gni fi cantly more li k ely to be li ti gated th an are non-fatali ty 
cases. Wh i le th e mean i ndi cates th at only about 1 percent of 
all clai ms are for fatali ti es, th e esti mated coeffi ci ent sh ows 
th at th ey are much  more li k ely to be li ti gated. In fact, th i s 
coeffi ci ent i s th e largest di scussed so far; a fatali ty clai m i n 
creases th e li k eli h ood of li ti gati on by .169. Presumably th ese 
di sputes are over th e questi on of work -relatedness of th e 
fatali ty. It wi ll be sh own later th at most of th ese cases are 
settled wi th  lump-sum payments.

Th e next si x vari ables refer to th e nature of i nj ury 
categori es reported earli er i n table 3-2. Th e th ree categori es 
wi th  th e h i gh est li ti gati on tendency (multi ple i nj uri es, oth er 
i nj uri es, and i nflammati on of j oi nts) and th e th ree wi th  th e
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lowest (burns, cuts, and fractures) from th at table are 
entered as di ch otomous vari ables. In each  i nstance th e 
esti mated coeffi ci ent measures th e margi nal contri buti on of 
th at i nj ury type to th e probabi li ty of li ti gati on. Th e com 
pari son group consi sts of th e omi tted categori es (amputa 
ti on, brui se, di slocati on, h erni a, sprai n or strai n, and 
unclassi fi ed). It can be seen i n table 3-12 th at th e burn, cut, 
and fracture categori es all are associ ated wi th  reduced pro 
babi li ty of li ti gati on. Inflammati on of j oi nts i s not si gni fi  
cant, th e h ypoth esi s of no relati onsh i p cannot be rej ected. 
Oth er i nj uri es are posi ti vely correlated wi th  li ti gati on. All 
th ese coeffi ci ents are i n th e 5 to 10 percent range, a mean 
i ngful level of associ ati on but smaller th an th ose di scussed 
h eretofore.

Th e coeffi ci ent for multi ple i nj uri es, on th e oth er h and, i s 
very large. Table 3-12 i ndi cates th at a clai m of multi ple i n 
j uri es i s associ ated wi th  an i ncrease of .336 i n th e probabi li ty 
of li ti gati on. Th i s reflects th e now fami li ar problem of th e 
dependence of th e observati ons of li ti gated cases on th e 
li ti gati on process i tself. Th ere i s a h i gh  correlati on between 
clai mi ng multi ple i nj uri es and li ti gati on because th at i s th e 
way i t i s done i n Mi ch i gan. Th us i t may be not so much  th at 
multi ple i nj uri es lead to a contested clai m as i t i s th at a 
li ti gated clai m asserts multi ple i nj uri es to i ncrease th e ch ance 
of a settlement.

Th e same i s true of th e remai ni ng vari ables i n th e regres 
si on th at refer to th e part of th e body i nvolved i n th e i nj ury 
or di sease. Multi ple body parts and body system i nvolvement 
are almost synonymous wi th  li ti gated clai ms i n Mi ch i gan; 
th e di recti on of causati on i s unclear h ere as well. "Back  i n 
j uri es" are also reported i n table 3-12 to be correlated wi th  
an elevated probabi li ty of li ti gati on. Back  i nj uri es were th e 
si ngle largest group i n table 3-3 presented earli er. Here i t i s 
sh own th at an i nj ury to th e back  i s associ ated wi th  an i n 
crease of .112 i n th e probabi li ty of li ti gati on. Th i s result i s
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apart from th e tendency for back  i nj uri es to also be i ncluded 
among th e multi ple i nj ury and multi ple parts of th e body. It 
i s perh aps to be expected th at th ere would be a greater 
tendency for li ti gati on i n back  i nj uri es because of th e di f 
fi culty of establi sh i ng th e fact of di sabi li ty obj ecti vely.

In summary, i t h as been demonstrated h ere th at a clai m of 
multi ple i nj uri es i s very strongly correlated wi th  li ti gati on i n 
work ers' compensati on cases. But th i s may be more a conse 
quence of li ti gati on th an a precipitator of li ti gati on. Th ere i s 
a certai n styli zed way of pursui ng a redempti on settlement i n 
Mi ch i gan, and th e clai m of multi ple i nj uri es i s a part of i t. 
Th e same h olds true for an i nj ury i nvolvi ng an enti re body 
system, si nce th i s covers th e ci rculatory system (h eart cases), 
th e respi ratory system (lung cases) and oth er occupati onal 
di sease clai ms. Agai n, i t h as become conventi onal to clai m 
th ese k i nds of i nvolvements i n li ti gated clai ms.

In a more producti ve sense, i t h as been determi ned th at 
fatali ti es are more prone to li ti gati on th an oth er cases; th at 
Detroi t clai ms are more li k ely to be li ti gated, as are th ose 
ori gi nati ng from clai mants 55 or more years of age, and 
th ose from employees of th e bi g th ree auto producers. 
Hi gh er i ndemni ty levels are associ ated wi th  greater li ti gati on 
probabi li ty and so are back  i nj uri es. On th e oth er h and, 
strai gh tforward i nj uri es li k e burns, cuts, and fractures are 
less li k ely to lead to li ti gati on. It was also sh own th at self- 
i nsurers oth er th an th e bi g th ree are si gni fi cantly less li k ely to 
be i nvolved i n li ti gated cases.

Havi ng descri bed to th e li mi ts of th e data base wh i ch  cases 
are li k ely to be li ti gated, attenti on wi ll turn now to a descri p 
ti on of th e li ti gated cases as a group.

The Litigation Process

Th i s secti on wi ll address th e ori gi n of li ti gated cases and 
some of th ei r admi ni strati ve ch aracteri sti cs. Questi ons such
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as wh o i ni ti ated th e li ti gati on, h ow many i nsurers and 
employers were i nvolved, wh at sorts of i nj uri es were clai m 
ed, and wh at was th e outcome of th e li ti gati on wi ll be 
covered. Th e maj or benefi t deli very i ssues, namely th e 
amount of i ndemni ty pai d, i n wh at form, and wh en i t was 
pai d wi ll be deferred unti l th e next ch apter. For th e re 
mai nder of th i s ch apter, th e di scussi on wi ll relate only to 
li ti gated cases. As before, th e maj or di scri mi nati ng vari able 
wi ll be th e type of i nsurer.

Table 3-13 sh ows th at almost all li ti gated cases 
"ori gi nate" wi th  a peti ti on from th e employee. Th i s does 
not mean th at th e employer h as no role i n preci pi tati ng 
di sputes; th e employer may rej ect th e clai m and th en wai t for 
th e employee to tak e th e i ni ti ati ve i n pressi ng h i s or h er clai m 
furth er. Th e oth er category of table 3-13 th at contai ns a 
si gni fi cant number of cases, agreement to redeem, represents 
a sli gh tly di fferent approach . In th ese cases th e parti es h ave 
already come to an agreement on a compromi se and release 
settlement. However, si nce th e Bureau of Work ers' Di sabi li  
ty Compensati on must approve all redempti ons, th i s agree 
ment requi res a h eari ng and approval before i t can tak e ef 
fect.

Th e questi on of th e employer's k nowledge and anti ci pa 
ti on of li ti gated clai ms i s a di ffi cult one, especi ally wi th  
reti red clai mants. It i s asserted by employers i n Mi ch i gan 
th at many li ti gated clai ms appear "out of th e blue," and 
th at i n some cases i t i s a maj or ch allenge j ust to di scover 
wh eth er th e clai mant was ever an employee or not. Table 
3-14 lends some credence to th ese asserti ons. In Mi ch i gan, 
Form 100, Employer's Basi c Report of Inj ury, i s requi red 
for all i nj uri es, i ncludi ng di seases, wh i ch  ari se out of and i n 
th e course of th e employment and cause (1) an aggregate of 
seven or more days of di sabi li ty; (2) death ; or (3) speci fi c 
losses as enumerated i n th e statute. Th i s requi rement i s 
desi gned to i nsure th at th e Bureau i s i nformed of every com-



Table 3-13 
Reason for Heari ng by Insurer Type

Insurer type
Reason for h eari ng

Peti ti on by employee
Peti ti on by employer
Agreement to redeem
Appli cati on for advance
Oth er
Total
Mi ssi ng cases
Grand total

Total
Number

1,137
3

25
2
9

1,176
48

1,224

Percent

96.7
0.3
2.1
0.2
0.8

100.0

Carri er
Number

550
2
18
1
7

578

Percent

95.2
0.3
3.1
0.2
1.2

100.0

Bi g
Number

396
0
0
0
1

397

th ree
Percent

99.7
0.0
0.0
0.0
0.3

100.0

Oth er self-i nsurers
Number

191
1
7
1
1

201

Percent

95.0
0.5
3.5
0.5
0.5

100.0

Ch i -square (unwei gh ted) = 20.08** wi th  8 degrees of freedom. 
Columns may not add to total due to roundi ng.

r
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pensable acci dent or i llness. In th e event th at no subsequent 
report of compensati on i s recei ved, th e Bureau i nqui res as to 
th e reason.

Table 3-14 sh ows th at i n th e maj ori ty of li ti gated cases, 
Form 100 was never fi led. Approxi mately 64 percent of car 
ri er, 74 percent of oth er self-i nsurer, and 80 percent of bi g 
th ree li ti gated cases do not contai n th e Employer's Basi c 
Report of Inj ury i n th e offi ci al case fi le. Th ese numbers pro 
bably overstate th e fact to some degree, si nce i t i s reasonable 
to suppose th at mi stak es i n fi li ng are made. Th i s i s especi ally 
true gi ven th e sk etch y i nformati on about earli er i nj uri es 
someti mes offered i n an employee's Peti ti on for Heari ng. 
However, i t does seem clear th at th e maj ori ty of li ti gated 
clai ms h ave not been previ ously reported to th e Bureau.

Th ere i s no oth er way of determi ni ng wh at th e employer's 
k nowledge of th e si tuati on may h ave been before bei ng serv 
ed wi th  th e Peti ti on for Heari ng. But th e employer does h ave 
one powerful moti ve to report any i nci dents. In Mi ch i gan, 
th e statute of li mi tati ons for work ers' compensati on cases 
does not begi n to toll unti l th e acci dent i s reported to th e 
Bureau. If an employer k nows of an i nci dent wh i ch  mi gh t 
lead to a clai m, i t i s i n h i s or h er i nterest to report i t. Th us i t 
seems reasonable to conclude th at many of th ese clai ms do 
come as a surpri se to th e employer wh en no Form 100 h as 
been fi led.

Th i s conclusi on i s furth er buttressed by table 3-15 wh i ch  
sh ows th at i n over 80 percent of li ti gated cases, th e di spute 
comes fi rst. Th at i s, th ere are no week ly compensati on 
benefi ts pai d before th e i ni ti ati on of th e li ti gati on process. 
Th e li ti gated cases are not th ose wh ere a di spute develops 
over th e long-run consequences of a clearly di sabli ng i nj ury; 
th ey seem rath er to be cases wh ere th e di spute i s over 
wh eth er th ere i s any di sablement at all, or over th e cause of 
th at di sablement. In a sense, th e di spute i s over wh eth er



Table 3-14 
Form 100 Status by Insurer Type

Insurer type
Form 100 status Total

Number Percent

Form 100 not fi led
Form 100-fi rst i nj ury
Form 100-subsequent
i nj ury

Form 100-multi ple
i nj uri es
Total
Mi ssi ng cases
Grand total

825
304

11

20
1,160

64
1,224

71.1
26.2

0.9

1.7

100.0

Carri er
Number Percent

363 63.6
193 33.8

10 1.8

5 0.9
571 100.0

Bi g
Number

314
65

1

9

389

th ree
Percent

80.7
16.7

0.3

2.3

100.0

Oth er self-i nsurers
Number

148
46

0

6
200

Percent

74.0
23.0

0.0

3.0
100.0

Ch i -square (unwei gh ted) = 49.48** wi th  8 degrees of freedom.
Columns may not add to total due to roundi ng.
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Table 3-15 
Ti mi ng of Di spute by Insurer Type

Insurer type
Ti mi ng of di spute

Di spute before
compensati on

Compensati on before
di spute
Total
Mi ssi ng cases
Grand total

Total
Number

930

202

1,132
92

1,224

Percent

82.2

17.8
100.0

Carri er
Number

411

137
548

Percent

75.0

25.0
100.0

Bi g th ree
Number

367

26
393

Percent

93.4

6.6
100.0

Oth er self-i nsurers
Number

152

39
191

Percent

79.6

20.4
100.0

Ch i -square (unwei gh ted) = 53.80** wi th  2 degrees of freedom. 
Columns may not add to total due to roundi ng.
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6
o
9



Li ti gati on 103

th ere i s a legi ti mate clai m. Table 3-15 sh ows th at th i s i s even 
more true of th e auto i ndustry.

On th e oth er h and, th ese clai ms someti mes are i nh erently 
compli cated. Table 3-16 reports th at about 10 percent of 
li ti gated clai ms i nvolve multi ple i nsurers, multi ple 
employers, or both . Th ese cases are naturally goi ng to be 
more di ffi cult because of th e extra factual questi ons i n 
troduced by th e multi ple li abi li ty possi bi li ty. In addi ti on, 
table 3-17 sh ows th at about one-fourth  of th e li ti gated cases 
i nvolve more th an one i nj ury date. Th i s too would con 
tri bute to th e potenti al for di spute as th e facts are clouded by 
multi ple causati on or rei nj ury i ssues. Th e ch i -square stati sti c 
i ndi cates th at th ese experi ences are si mi lar for all th ree i n 
surer types.

Table 3-16
Number of Di fferent Insurers 

and Employers Involved

Number of employers
Number of i nsurers

One i nsurer

Multi ple self-i nsurers

Multi ple carri ers

Total

One

1,105 
(90.3%)

0

52 
(4.2%)
1,157 

(94.5%)

More th an one

2 
(0.2%)

14 
(1.1%)

51 
(4.2%)
67 

(5.5%)

Table 3-18, h owever, demonstrates th at wh en th e number 
of i nj uri es i s added to th e table, th e results are ch anged 
materi ally. Apparently th e self-i nsurers experi ence a larger 
number of clai med i nj uri es even th ough  th ese do not occur 
on separate dates. A narrow maj ori ty of li ti gated cases for



Table 3-17 
Separate Inj ury Days Reported by Insurer Type

Insurer type
Separate i nj ury 
days reported Total

Number Percent

One
Two
Th ree
Total 
Mi ssi ng cases 
Grand total

854
253
49

1,156 
68 

1,224

73.9
21.9
4.2

100.0

Carri er
Number Percent

421
124
28
573

73.5
21.6
4.9

100.0

Bi g
Number

294
79
14

387

th ree
Percent

76.0
20.4
3.6

100.0

Oth er self-i nsurers
Number

139
50
7

196

Percent

70.9
25.5
3.6

100.0

Ch i -square (unwei gh ted) = 3.18 wi th  4 degrees of freedom. 
Columns may not add to total due to roundi ng.



Table 3-18 
Number of Inj uri es and Inj ury Dates by Insurer Type

Number of i nj uri es 
and i nj ury dates

Insurer type
Total Carri er

Number Percent

One i nj ury, one date
Two i nj uri es, one date
Two i nj uri es, two dates
Th ree i nj uri es, one date
Th ree i nj uri es,
th ree dates

Th ree i nj uri es,
two dates
Total
Mi ssi ng cases
Grand total

616
212
228
26

49

25
1,156

68
1,224

53.3
18.3
19.7
2.2

4.2

2.2

100.0

Number

333
80
113
8

28

11
573

Percent

58.1
14.0
19.7
1.4

4.9

1.9
100.0

Bi g
Number

189
90
69
15

14

10
387

th ree
Percent

48.8
23.3
17.8
3.9

3.6

2.6
100.0

Oth er self-i nsurers
Number

94
42
46
3

7

4
196

Percent

48.0
21.4
23.5
1.5

3.6

2.0
100.0

Ch i -square (unwei gh ted) = 31.67** wi th  12 degrees of freedom. 
Columns may not add to total due to foundi ng.

rio
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both  th e bi g th ree and oth er self-i nsurers i nvolve ei th er 
multi ple i nj uri es or multi ple i nj ury dates. Of course th ese 
results reflect th e data gath eri ng process, and th ey do 
substanti ally understate th e actual number of i nj uri es men 
ti oned by th e clai mant on th e Peti ti on for Heari ng. Th e 
fi gures reported h ere represent th e best j udgment of th e 
coders as to wh at actual i nj ury lay beh i nd th e clai m. 
Th erefore, th ey stand somewh ere between establi sh ed fact 
and si mple transmi ttal of clai mant asserti ons. As was 
di scussed earli er, th ere i s no way to revi ew li ti gated cases i n 
Mi ch i gan more adequately usi ng offi ci al records. Th e exact 
nature of th e i nj ury, bei ng th e pri mary basi s of contenti on, 
remai ns obscured by th e li ti gati on process.

Table 3-19 reports, for th e same i nj uri es tabulated i n 
tables 3-17 and 3-18, th e type of i nj ury clai med, wh eth er per 
sonal i nj ury or occupati onal di sease. Th i s categori zati on i s 
provi ded by th e clai mant and may be subj ect to some ques 
ti on, si nce no revi ew i s conducted. Th e Peti ti on for Heari ng 
form provi des separate li nes for enteri ng th e date of occur 
rence of personal i nj ury or occupati onal di sease, and i t i s 
li k ely th at th i s tends to eli ci t more occupati onal di sease 
clai ms th an would be forth comi ng under oth er ci r 
cumstances. Inasmuch  as th e li ne i s on th e form, some 
clai mants probably are moti vated to fi ll i t i n wi th  th e h ope of 
i ncreasi ng th e li k eli h ood of an award or compromi se settle 
ment.

Analysi s of th e type of i nj ury clai med, h owever, does 
sh ow th at about one-fourth  of all li ti gated cases i nvolve 
purely occupati onal di sease clai ms. A total of nearly 60 per 
cent clai m to suffer some occupati onal di sease, wh i le j ust 
over 40 percent clai m personal i nj uri es only. Furth ermore, 
th ere are rath er stri k i ng di fferences by i nsurer type. Th e pro 
porti on of occupati onal di sease clai ms i s much  h i gh er among 
th e self-i nsured populati on. Over 70 percent of th e bi g th ree 
cases and over 60 percent of oth er self-i nsurer cases i nvolve



Table 349 
Type of Inj ury by Insurer Type

Insurer type
Type of i nj ury

Personal i nj ury only
Occupati onal di sease
only

Both
Total
Mi ssi ng cases
Grand total

Total
Number

483

296
378

1,157
67

1,224

Percent

41.7

25.6
32.7
100.0

Carri er
Number

295

107
168
570

Percent

51.8

18.8
29.5
100.0

Bi g th ree
Number

112

144
133
389

Percent

28.8

37.0
34.2
100.0

Oth er self-i nsurers
Number

76

45
77
198

Percent

38.4

22.7
38.9
100.0

Ch i -square (unwei gh ted) = 65.10** wi th  4 degrees of freedom. 
Columns may not add to total due to roundi ng.

%
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some clai m of occupati onal di sease, compared to about 50 
percent of carri er cases.

Wh i le i t i s possi ble th at self-i nsurers do experi ence h i gh er 
rates of occupati onal di seases, i t i s more li k ely th at th ei r 
employees si mply clai m more occupati onal di seases. Th i s 
could be ei th er because th ey h ave better sources of i nforma 
ti on about occupati onal di seases, or because th ey percei ve 
th at th i s strategy i ncreases th e li k eli h ood of a successful 
clai m. It wi ll be sh own later th at th e meth od of resoluti on of 
li ti gated cases i s also associ ated wi th  th e type of clai m. Th ose 
clai ms th at allege some occupati onal di sease are much  more 
li k ely to be redeemed th an th ose th at i nvolve personal i n 
j uri es only.

One element of li ti gated cases th at i s concrete i s th e ti mi ng 
of th e i nj ury or i nj uri es clai med. Table 3-20 sh ows th e year 
of th e last reported i nj ury for th i s sample of closed li ti gated 
cases. A maj ori ty of th e cases h ad a last reported i nj ury i n 
1976 or 1977. But th e most i nteresti ng feature of table 3-20 i s 
th e tai l of th e di stri buti on. Nearly 45 percent of th ese cases 
closed i n late 1978 reported th at th e last i nj ury occurred i n 
1975 or earli er. Nor does th i s reflect a long peri od of week ly 
benefi t payments before closure; most of th ese cases h ad 
th ei r h eari ngs duri ng 1978, pri mari ly i n July and August. 
Th i s table offers some i nsi gh t i nto th e magni tude of th e 
delays attendant upon th e li ti gati on process i n Mi ch i gan. 
Th i s subj ect wi ll be covered i n more detai l i n th e next 
ch apter. For th e purpose of descri bi ng th e li ti gated case 
populati on i n Mi ch i gan, i t i s suffi ci ent to poi nt out th at th ese 
cases and th e i nj uri es i nvolved i n th em are old wh en th ey are 
adj udi cated and even older wh en th ey are closed.

Table 3-21 demonstrates th at not all li ti gated cases actual 
ly come to a h eari ng. In fact, nearly 22 percent of th e closed 
cases i n th e MCCS sample di d not. Th e categori es i n table 
3-21 need some explanati on for an understandi ng of th e
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Table 3-20 
Year of Last Reported Inj ury Li ti gated Cases

Total
Mi ssi ng

Year

Pre-1968
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977
1978

cases
Grand total

Number of cases

23
15
16
27
27
35
69
119
182
357
300
19

1,189
35

1,224

Percent

1.9
1.3
1.3
2.3
2.3
2.9
5.8
10.0
15.3
30.0
25.2
1.6

100.0

Column may not add to total due to Foundi ng.

li ti gati on process i n Mi ch i gan. Th e "clai m accepted" cases 
are th ose wh ere th e i nsurer deci ded to begi n week ly 
payments to th e clai mant before th e actual date of th e h ear 
i ng, th us vali dati ng th e clai m. Th i s could be due to th e 
emergence of evi dence duri ng th e preparati on for h eari ng, 
th e arguments of th e clai mant's attorney at th e pre-tri al con 
ference, a ch ange i n th e ci rcumstances of th e case, or th e i n 
terventi on of th e Bureau of Work ers' Di sabi li ty Compensa 
ti on. Th rough  th i s route some 3.4 percent of li ti gated cases 
essenti ally revert to unli ti gated status and recei ve th e benefi ts 
th ey would h ave been enti tled to i n th e fi rst place.

An addi ti onal group of 5.2 percent of cases are "di smi ss 
ed" for lack  of prosecuti on or vari ous tech ni cal flaws. Most 
of th ese are cases wh ere th e clai mant, or th e clai mant's at-



Table 3-21 
Heari ng Status by Insurer Type

Insurer type
Heari ng status

Heari ng h eld
Clai m accepted
Clai m di smi ssed
Clai m wi th drawn
Total
Mi ssi ng cases
Grand total

Total
Number

919
40
61
154

1,174
50

1,224

Percent

78.3
3.4
5.2
13.1

100.0

Carri er
Number

453
23
25
76

577

Percent

78.5
4.0
4.3
13.2

100.0

Bi g th ree
Number

312
9
28
49
398

Percent

78.4
2.3
7.0
12.3

100.0

Oth er self-i nsurers
Number

154
8
8
29
199

Percent

77.4
4.0
4.0
14.6

100.0

Ch i -square (unwei gh ted) = 6.81 wi th  6 degrees of freedom. 
Columns may not add to total due to roundi ng.
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torney, does not sh ow up or fai ls to respond at one of th e re 
qui red admi ni strati ve stages i n th e li ti gati on process. Th ese 
cases essenti ally are dropouts from th e li ti gati on system and, 
presumably, are not seen agai n. Th e "wi th drawn" category 
i s somewh at di fferent i n th at th e peti ti oner, usually th e 
employee, deci des to termi nate th e li ti gati on procedure 
before i t comes to a h eari ng. Some of th ese cases wi ll fi nd 
th ei r way back  i nto th e system agai n at some future date. 
Th us calli ng th ese cases "closed" may be somewh at 
premature.

Table 3-22 sh ows th e outcome for th e 78 percent of 
li ti gated cases th at do come to a h eari ng. More th an 90 per 
cent of th e h eari ngs for th e cases i n th i s sample were redemp 
ti on h eari ngs, and 99 percent of th ese were approved (831 
out of 837). It i s obvi ous th at th e typi cal compensated 
li ti gated case i s a lump-sum redempti on. Th i s i s th e basi s of 
th e j udgment th at Mi ch i gan really operates a two-ti ered 
work ers' compensati on system. Th e wage-loss pri nci ple 
organi zes th e unli ti gated system, wh i le th e li ti gated system i s 
domi nated by compromi se and release settlements.

Th e oth er outcomes i denti fi ed i n table 3-22 generally i n 
volve week ly benefi t payments rath er th an lump-sums. Th e 
"benefi ts awarded" and "benefi ts deni ed" categori es repre 
sent th e h eari ng offi cers' deci si ons i n cases th at are li ti gated 
to conclusi on. Accordi ng to th e MCCS, about 3.1 percent 
and 1.4 percent, respecti vely, of li ti gated cases fall i nto th ese 
categori es.4

Anoth er 1.4 percent of li ti gated cases are "accepted" by 
th e i nsurer duri ng th e h eari ng i tself. Th i s i s i n addi ti on to th e 
3.4 percent accepted pri or to th e h eari ng. Th us about 5 per 
cent of all li ti gated cases are fi nally accepted by th e i nsurer. 
Th ere i s also a small group of about 2 percent of li ti gated 
cases th at are labeled "sti pulati ons." Th ese are basi cally 
j udges' awards th at th e parti es h ave j oi ntly agreed upon, 
th erefore no appeal i s to be expected i n th ese cases. It i s i n-



Table 3-22 
Outcome of Heari ng by Insurer Type

Insurer type
Outcome of h eari ng

Redempti on approved
Redempti on deni ed
Benefi ts awarded
Benefi ts deni ed
Clai m accepted
Sti pulati on
Advance approved
Oth er
Total
Mi ssi ng cases
Grand total

Total
Number

831
6
29
13
13
18
1

11
922
302

1,224

Percent

90.1
0.7
3.1
1.4
1.4
2.0
0.1
1.2

100.0

Carri er
Number

410
3
10
7
8
15
0
3

456

Percent

89.9
0.7
2.2
1.5
1.8
3.3
0.0
0.7

100.0

Bi g
Number

283
1

13
5
3
1
1
5

312

th ree
Percent

90.7
0.3
4.2
1.6
1.0
0.3
0.3
1.6

100.0

Oth erself-i nsurers
Number Percent

138
2
6
1
2
2
0
3

154

89.6
1.3
3.9
0.6
1.3
1.3
0.0
1.9

100.0

Ch i -square (unwei gh ted) = 18.76 wi th  14 degrees of freedom. 
Columns may not add to total due to foundi ng.

ff
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teresti ng to note th at th ere i s no stati sti cally si gni fi cant di f 
ference among th e th ree i nsurer types i n th e outcomes of 
h eari ngs i n th ei r li ti gated cases. Th i s result was observed i n 
table 3-21 as well. Th e conclusi on i s th at wh i le th ere are con 
si derable di fferences i n th e proporti on of cases li ti gated, 
th ere are no si gni fi cant di fferences i n th e types of outcomes 
observed for th e th ree types of i nsurers.

Th i s i s borne out agai n i n table 3-23, Appeal Status by In 
surer Type. Approxi mately 5 percent of all li ti gated cases are 
eventually appealed, wi th  rough ly an equal number of ap 
peals comi ng from th e employees and th e i nsurers. Th i s table 
i ndi cates th at th e li k eli h ood of appeal i s not related to th e 
type of i nsurer. It also seri ously understates th e i mportance 
of th e appeals process by relati ng th e number of appeals to 
th e total li ti gated case populati on. Table 3-24 reveals th at 
most of th e appeals come from cases i nvolvi ng j udges' opi  
ni ons, as would be expected. Only about 2 percent of 
redempti on settlements i n th e sample i nvolved th e appeals 
process (and of course th e appeal could possi bly h ave 
preceded th e redempti on). But over half of th e j udges' deci  
si ons were appealed, wi th  24 percent appealed by th e 
employee and 28 percent appealed by th e i nsurer.

Wh en th e appeals results are presented i n th i s way, th e pi c 
ture i s very reveali ng. Only 5 percent of li ti gated cases are ap 
pealed, but th ese cases consti tute 50 percent of th e j udges' 
deci si ons. Th i s would seem to rai se some seri ous questi ons 
about th e adj udi cati ve process i n Mi ch i gan work ers' com 
pensati on. Ni nety percent of th e h eari ngs are to approve 
redempti ons. Only 1 percent of th ese are di sapproved, so 
th ere i s some questi on as to exactly wh at h as been ac 
compli sh ed. Of th e remai ni ng 10 percent of th e h eari ngs, 
h alf are appealed anyway. Th i s rai ses seri ous questi ons 
about th e effi cacy of th e h eari ngs procedure. It i s di ffi cult to 
see wh at h as been gai ned by th i s admi ni strati ve treatment, 
oth er th an delay.



Table 3-23 
Appeals Status by Insurer Type

Insurer type
Appeals status

Not appealed
Appealed by employee
Appealed by i nsurer
Total
Mi ssi ng cases
Grand total

Total
Number

1,109
32
30

1,171
53

1,224

Percent

94.7
2.7
2.6

100.0

Carri er
Number

549
12
15

576

Percent

95.3
2.1
2.6

100.0

Bi g
Number

373
12
10

395

th ree
Percent

94.4
3.0
2.5

100.0

r
Oth er self-i nsurers <g
Number

187
8
5

200

Percent §

93.5
4.0
2.5

100.0

Ch i -square (unwei gh ted) = 2.26 wi th  4 degrees of freedom. 
Columns may not add to total due to foundi ng.



Table 3-24 
Appeal Status by Meth od of Resoluti on

Resoluti on
Total

Appeal status

Not appealed
Appealed by
employee

Appealed by
i nsurer

Total
Mi ssi ng cases
Grand total

Number

1,148

32

34

1,214
10

1,224

Percent

94.6

2.6

2.8

100.0

Redeemed
Number

832

8

11

851

Percent

97.8

0.9

1.3

100.0

Wi th drawn
Number

163

0

1

164

Percent

99.4

0.0

0.6

100.0

Di smi ssed
Number

61

4

0

65

Percent

93.8

6.2

0.0

100.0

Accepted
Number

56

2

1

59

Percent

94.9

3.4

1.7

100.0

Deci si on
Number

36

18

21

75

Percent

48.0

24.0

28.0

100.0

Ch i -square = 347.03** wi th  8 degrees of freedom. 
Columns may not add to total due to roundi ng.

r 
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Th e fi nal element of th i s descri pti on of th e li ti gati on pro 
cess wi ll be th e meth od of resoluti on. In essence, th i s 
represents a summary versi on of tables 3-21 and 3-22 si nce i t 
combi nes th e outcomes, i gnori ng th e questi on of wh eth er a 
h eari ng actually took  place. Table 3-25 i ndi cates th at about 
70 percent of all li ti gated cases end up as redempti on set 
tlements. About 6 percent actually requi re a j udge's opi ni on, 
ei th er award or deni al. Rough ly 5 percent are accepted by th e 
i nsurer somewh ere along th e li ti gati on process; a si mi lar 
number are di smi ssed by th e law j udge for vari ous reasons. 
Th i s leaves a group of about 13 percent of all li ti gated cases 
th at are wi th drawn by th e peti ti oner before conclusi on. 
Wh i le th ere are mi nor vari ati ons i n th ese proporti ons among 
th e i nsurer types, th ey are not si gni fi cant. Th erefore th e con 
clusi on, based on th e evi dence of th e MCCS, i s th at th e 
resoluti on of li ti gated cases does not vary across i nsurer 
types.

It does vary systemati cally wi th  some oth er case 
ch aracteri sti cs, h owever. Table 3-26 sh ows th at th e meth od 
of resoluti on di ffers substanti ally wi th  th e type of i nj ury. In 
parti cular, cases th at i nvolve clai ms of occupati onal di sease, 
ei th er alone or i n concert wi th  personal i nj ury, h ave a 
mark edly h i gh er i nci dence of redempti on settlements. 
Li ti gated cases th at i nvolve an occupati onal di sease clai m are 
redeemed nearly 80 percent of th e ti me, wh ereas li ti gated 
personal i nj ury cases are only redeemed about 60 percent of 
th e ti me. Clai ms of occupati onal di sease are also accepted by 
th e i nsurer less often th an are personal i nj ury cases. Con- 
trari ly, th e number of "wash outs" seems to be less i n oc 
cupati onal di sease clai ms. Table 3-26 reveals th at over 25 
percent of personal i nj ury cases are wi th drawn or di smi ssed; 
th i s compares wi th  only about 14 percent of cases allegi ng 
occupati onal di sease. Th e reasons for th ese di fferences are 
not obvi ous, but i t was sh own i n table 3-25 th at th ere were 
no substanti al di fferences by i nsurer type, so th at factor does 
not offer a sati sfactory explanati on.



Table 3-25 
Case Resoluti on by Insurer Type

Insurer type
Case resoluti on

Redeemed
Wi th drawn
Di smi ssed
Accepted
Deci si on
Total
Mi ssi ng cases
Grand total

Total
Number

836
154
59
59
71

1,179
45

1,224

Percent

70.9
13.1
5.0
5.0
6.0

100.0

Carri er
Number

412
74
23
34
36
579

Percent

71.2
12.8
4.0
5.9
6.2

100.0

Bi g th ree
Number

284
50
28
13
23
398

Percent

71.4
12.6
7.0
3.3
5.8

100.0

Oth er self-i nsurers
Number

140
30
8
12
12

202

Percent

69.3
14.9
4.0
5.9
5.9

100.0

Ch i -square (unwei gh ted) = 9.35 wi th  8 degrees of freedom. 
Columns may not add to total due to roundi ng.

f
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Table 3-26 
Type of Inj ury by Meth od of Resoluti on

Resoluti on
Total

Type of i nj ury

Personal i nj ury
only

Occupati onal
di sease only

Both

Total
Mi ssi ng cases
Grand total

Number

504

307
389

1,200
24

1,224

Percent

100.0

100.0
100.0

100.0

Redeemed
Number

297

243
301

841

Percent

58.9

79.2
77.4

70.1

Wi th drawn
Number

86

32
46

164

Percent

17.1

10.4
11.8

13.7

Di smi ssed
Number

42

11
12

65

Percent

8.3

3.6
3.1

5.4

Accepted
Number

41

4
11

56

Percent

8.1

1.3
2.8

4.7

Deci si on
Number

38

17
19

74

Percent

7.5

5.5
4.9

6.2

Li ti gati on

Ch i -square = 62.84** wi th  8 degrees of freedom. 
Rows may not add to total due to Foundi ng.
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Table 3-27 presents th e results of anoth er li near probabi li  
ty regressi on analysi s. Th i s ti me th e dependent vari able i s th e 
condi ti onal probabi li ty th at a case i s redeemed gi ven th at i t i s 
li ti gated. Th i s regressi on equati on was esti mated on th e 
li ti gated sample of 1,224 cases; no wei gh ti ng was necessary 
i n th i s i nstance. Th e li st of i ndependent vari ables i s th e same 
as used earli er i n th e ch apter, except th at th e vari ous i nj ury 
categori es are omi tted. Th e occupati onal di sease vari able h as 
been added as a replacement si nce th e i nj ury categori es di d 
not prove as useful i n di scri mi nati ng among li ti gated cases as 
th ey were i n di sti ngui sh i ng li ti gated cases from unli ti gated 
cases.

Table 3-27
Probabi li ty of Redempti on for Li ti gated Cases 

Li near Probabi li ty Regressi on

Dependent vari able - probabi li ty of redempti on gi ven li ti gati on 
p(REDEM|LIT)=.698

X
.703
.325
.165
.248
.312
.133
.243
.089
.041
.569

Independent vari ables
Detroi t
Bi g th ree
Oth er self-i nsurers
Detroi t and bi g th ree
Age (55 or over)
Age and bi g th ree
Female
Multi ple spells
Fatali ty
Occupati onal di sease
Constant

A 

ft

-.016
-.088
-.025
.007
.135
.142
.063
-.036
.027
.157
.577

se
.034
.057
.036
.062
.036
.057
.030
.046
.064
.027

t
.46
1.53
.70
.11
3.76**
2.49*
2.10*
.79
.43

5.81**

n= 1,224
F(10, 1213) = 11.33**
R2 = .085
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Th ere are only four coeffi ci ents i n th e esti mated li near 
probabi li ty regressi on equati on th at are si gni fi cantly di f 
ferent from zero. Clai mants aged 55 and over appear to be 
13.5 percent more li k ely to be redeemed th an th ei r younger 
colleagues. Older auto work ers (an i nteracti on term) are an 
addi ti onal 14.2 percent more li k ely to be redeemed, over and 
above th e contri buti on of age alone. Female clai mants ap 
pear to be 6.3 percent more li k ely to be redeemed th an male 
clai mants. And li ti gated cases th at i nvolve some clai m of oc 
cupati onal di sease are 15.7 percent more li k ely to be redeem 
ed th an i f no occupati onal di sease i s clai med. As stated 
earli er, th ese four coeffi ci ents are si gni fi cantly di fferent 
from zero, but only th ese four. Th e i nsurer does not mak e a 
di fference (as sh own i n table 3-25), Detroi t ori gi n does not 
mak e a di fference, th e number of earli er spells of di sabi li ty 
does not mak e a di fference, and fatali ti es do not sh ow up as 
si gni fi cantly di fferent from oth er cases.

Perh aps th e most i nteresti ng stati sti c i n th i s i nstance i s th e 
coeffi ci ent of vari ati on. Th e R2 stati sti c reported i n table 
3-27 reveals th at less th an 9 percent of th e vari ance i n th e 
probabi li ty of redempti on i s accounted for by th e vari ables 
i n th e regressi on. Th us th e most i mportant conclusi on of th e 
regressi on analysi s i s th at th ese factors are not very suc 
cessful i n explai ni ng th e vari ati on i n outcome of li ti gated 
cases. In oth er words, th ey do not sh ed much  li gh t on th e 
questi on of wh i ch  cases are redeemed.

Th i s revi ew of li ti gati on i n Mi ch i gan's work ers' compen 
sati on system h as proved to be somewh at mi xed. Th e ori gi ns 
of li ti gated clai ms were descri bed i n some detai l and 
speci fi ci ty. Clai ms from th e Detroi t area, from auto 
work ers, older work ers, and th ose clai ms i nvolvi ng larger i n 
demni ty amounts were sh own to be si gni fi cantly more li k ely 
to be li ti gated. Fatali ti es and clai ms i nvolvi ng multi ple i n 
j uri es were also associ ated wi th  li ti gati on. Clai ms agai nst
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self-i nsurers oth er th an th e bi g th ree and clai ms i nvolvi ng 
relati vely strai gh tforward i nj uri es such  as cuts, burns, and 
fractures were sh own to be si gni fi cantly less li k ely to be 
li ti gated.

Th e attempt to explai n th e outcome of li ti gati on was less 
successful, h owever. Mostly th i s reflects th e i nadequate i n 
formati on avai lable from th e offi ci al record. It i s clear th at 
most li ti gated cases end up as redempti ons. Th e fact th at 
reti ree clai ms and occupati onal di sease clai ms are more li k ely 
to end up as redempti ons i s also of i nterest. Th e li ti gati on 
process i n Mi ch i gan's work ers' compensati on system ap 
pears from th i s revi ew to functi on pri mari ly as a forum for 
vali dati ng compromi se and release agreements. Wh eth er th e 
resources devoted to th i s admi ni strati ve system, or th e delays 
i ntroduced, are j usti fi ed by th ese results seems to be a very 
relevant questi on i n li gh t of th ese fi ndi ngs.

NOTES

1. See ch apter 1 for a fuller di scussi on of th i s procedure as i t relates to 
th e sampli ng desi gn employed i n th i s study.

2. D. R. Cox, Analysis of Binary Data (London: Meth uen & Co., 1970), 
ch apter 2. See also E. Mali nvaud, Statistical Methods of Econometrics 
(Ch i cago: Rand McNally, 1966), pp. 254-8.

3. Th e speci fi cati on i mpli cati ons of th i s questi on are rath er unpleasant. 
However, i n th e descri pti ve spi ri t of th i s i nvesti gati on, i t does not seem 
appropri ate to go beyond a si mple analysi s of vari ance approach  to 
multi vari ate h ypoth esi s testi ng.

4. But recall from ch apter 1 th at th e MCCS sample i s defi ci ent i n j udges' 
deci si ons relati ve to oth er types of outcomes.





BENEFIT DELIVERY

Introduction

Th i s ch apter wi ll address two maj or questi ons; wh at i s 
pai d i n i ndemni ty benefi ts to work ers' compensati on 
clai mants, and h ow soon i s i t pai d? Th us th e th rust of th e 
ch apter i s th e adequacy and ti meli ness of th e i ncome 
mai ntenance benefi ts pai d to clai mants i n th e Mi ch i gan Clos 
ed Case Survey samples.

As table 4-1 i ndi cates, i t wi ll be appropri ate to di sti ngui sh  
between th e types of payment (week ly, lump-sum, both , or 
none) as well as th e types of case (li ti gated or unli ti gated) i n 
th i s analysi s.1 For wh i le unli ti gated cases are only pai d week  
ly benefi ts (except for occasi onal lump-sum advances), 
li ti gated cases sh ow a very h i gh  i nci dence of lump-sum 
payments, as di scussed i n ch apter 3. Obvi ously, lump-sum 
payments and week ly payments requi re di fferent consi dera 
ti on. In parti cular, i t i s not possi ble to calculate th e propor 
ti on of lost i ncome replaced by a lump-sum payment unless 
one k nows th e speci fi c term of i ncome loss. Generally, i n th e 
lump-sum cases i n th e sample, th i s i s not k nown.

It i s also somewh at mi sleadi ng to compare delays i n pay 
ment for li ti gated cases and unli ti gated cases. Of course, 
from th e poi nt of vi ew of th e i nj ured work er, any li ti gati on 
delay may be a di saster. But accordi ng to table 4-1, 18 per-
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cent of li ti gated clai ms are not compensated at all. 
Th erefore, th e process causi ng th e delay di d at least serve to 
separate th e compensated from th e uncompensated, even i f 
th i s was pri mari ly a clai mant's deci si on. Wh eth er th e delay i s 
worth  i t i s a more di ffi cult poli cy questi on, but at least i t i s 
clear th at i t i s unfai r to compare li ti gated and unli ti gated 
cases i n th i s regard.

One way i n wh i ch  li ti gated and unli ti gated cases can be 
compared i s i n total dollars of i ndemni ty recei ved by th e clai  
mant. Table 4-2 presents th e di stri buti on of i ndemni ty 
payments by li ti gati on status. It i s obvi ous th at th ese cases 
h ave very di fferent outcomes. Th e average li ti gated case i n 
th e sample recei ved nearly $6,000 i n i ndemni ty compared to 
less th an $900 for th e unli ti gated. Furth er, th i s average i n 
cludes th e li ti gated cases th at do not recei ve any i ndemni ty at 
all. Excludi ng th e uncompensated cases, th e li ti gated average 
would be nearly $7,500.

As was di scussed at great length  i n ch apter 1, th e di stri bu 
ti on of i ndemni ty for week ly payment cases i s bi ased wi th  a 
closed case sampli ng desi gn. Th e long term week ly payment 
cases are deri ved from a smaller populati on th an th e sh ort 
term ones. Th ey are also ch aracteri zed by th e lower week ly 
benefi t levels representati ve of earli er earni ng levels. Even 
accounti ng for th i s bi as, h owever, th e contrast between th e 
di stri buti on of li ti gated and unli ti gated cases i s very great. 
Wh ereas less th an 10 percent of unli ti gated cases are pai d 
more th an $2,000 i n i ndemni ty, nearly 60 percent of li ti gated 
cases recei ve th i s amount. Less th an 1 percent of unli ti gated 
cases recei ve more th an $8,000 i n i ndemni ty compared to 
over 20 percent of li ti gated cases.

Table 4-3 sh ows th at th i s result i s not a consequence of th e 
si ze of th e lump-sum settlements i n li ti gated cases. Table 4-3 
presents th e di stri buti on of weekly i ndemni ty payments by 
li ti gati on status. Th e category of no payments h ad to be



Table 4-2 
Total Indemni ty Recei ved by Type of Case

Type of case

Total i ndemni ty 
recei ved

None
$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
$16,001 - $32,000
Over $32,000
Total
Mi ssi ng cases
Grand total

Total
Number

277
237
65

245
251
300
305
220
150
95
33

2,178
0

2,178

Percent

12.7
10.9
3.0
11.2
11.5
13.8
14.0
10.1
6.9
4.4
1.5

100.0

Unli ti gated
Number

45
208
53

221
195
138
63
24
4
3
0

954
X

Percent

4.7
21.8
5.6
23.2
20.4
14.5
6.6
2.5
0.4
0.3
0.0

100.0
= $876

Li ti gated
Number

232
29
12
24
56
162
242
196
146
92
33

1,224
X = $

Percent

19.0
2.4
1.0
2.0
4.6
13.2
19.8
16.0
11.9
7.5
2.7

100.0
5,942

w

i
57

Ch i -square = 996.78** wi th  10 degrees of freedom. 
Columns may not add to total due to roundi ng.



Table 4-3 
Total Week ly Compensati on Pai d by Type of Case

Type of case

Total week ly 
compensati on pai d

$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
Mi ssi ng cases
Grand total

Total
Number

218
62
256
230
193
108
64
47
41

1,219
959

2,178

Percent

17.9
5.1
21.0
18.9
15.8
8.9
5.3
3.9
3.4

100.0

Unli ti gated
Number

208
53

221
195
138
63
24
4
3

909
X

Percent

22.9
5.8
24.3
21.5
15.2
6.9
2.6
0.4
0.3

100.0
= $919

Li ti gated
Number

10
9
35
35
55
45
40
43
38
310

X =

Percent

3.2
2.9
11.3
11.3
17.7
14.5
12.9
13.9
12.3
100.0

$6,423

Ch i -square = 353.44** wi th  8 degrees of freedom. 
Columns may not add to total due to roundi ng.
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eli mi nated from th i s table si nce i t would swamp th e results 
for th e li ti gated sample, so th e averages are not consi stent 
wi th  table 4-2. Table 4-3 sh ows th at th e mi xture of payment 
types i n table 4-2 di d not di stort th e compari son between 
li ti gated and unli ti gated cases. Th e li ti gated cases are much  
more expensi ve, wh eth er measured i n terms of total i ndemni  
ty or week ly payments only. Wh at th ese measures cannot 
sh ow i s wh eth er th e cases are more expensi ve because th ey 
are li ti gated or wh eth er th ey are li ti gated because th ey are 
more expensi ve. As di scussed earli er, th e MCCS data base i s 
not suffi ci ent to answer th i s cri ti cal questi on. Bui ldi ng on 
th i s j udgment th at li ti gated and unli ti gated cases are very di f 
ferent, th e analysi s proceeds wi th  th e di scussi on of compen 
sati on payments to unli ti gated cases.

What Is Paid to Unlitigated Cases

Table 4-4 i ndi cates th e week ly compensati on rate for 
unli ti gated cases i n th e MCCS. As i s sh own i n th e table, two- 
th i rds of all week ly payment cases recei ved between $100 and 
$150 per week . Th e di stri buti on of week ly compensati on 
rates i s very ti gh t for two reasons. Fi rst, Mi ch i gan h as very 
h i gh  mi ni mum benefi t levels. Wh i le th ese were never enacted 
by th e legi slature, th e Mi ch i gan Court of Appeals i n 1973 ex 
tended to mi ni mum benefi ts th e statutory provi si on th at ad 
j usted maxi mum benefi t levels annually i n accord wi th  th e 
ch ange i n th e state average week ly wage.2 Th e effect of sh i ft 
i ng both  mi ni mums and maxi mums up by a fi xed dollar 
amount every year h as been to compress th e range wi th i n 
wh i ch  th e two-th i rds statutory replacement rate operates.

In 1968, th e mi ni mum benefi t for a di sabled work er wi th  
th ree dependents was $36 per week . Th e maxi mum was $81 
per week , or a di fference of $45 per week . As can be seen i n 
table 4-5, th e 1978 mi ni mum for th e same work er i s $114 
wh i le th e 1978 maxi mum i s $159, sti ll an absolute di fference 
of $45. But relati vely speak i ng, th e 1968 maxi mum was more



Table 4-4
Ini ti al Week ly Compensati on Rate by Insurer Type 

Unli ti gated Cases

Insurer type

Ini ti al week ly 
compensati on rate

$1 - $50
$51 - $100
$101 - $150
$151 - $200
Total
Mi ssi ng cases
Grand total

Total
Number

26
21
608
248

903
51
954

Percent

2.9
2.3
67.3
27.5

100.0

Carri er
Number Percent

24
14

386
120

544
X

4.4
2.6
71.0
22.1
100.0

= $129

Bi g th ree
Number

0
2
63
56
121

Percent

0.0
1.7

52.1
46.3
100.0

X = $149

Oth er self-i nsurers
Number

2
5

159
72
238

Percent

0.8
2.1
66.8
30.3
100.0

X = $141

Ch i -square = 39.11** wi th  6 degrees of freedom. 
Columns may not add to total due to roundi ng.
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Table 4-5 
Mi ni mum and Maxi mum Benefi t Levels i n 1978

Week ly benefi t levels
Dependents

0
1
2
3
4

5 or more

Mi ni mum

105
108
111
114
117
120

Maxi mum

142
147
153
159
165
171

SOURCE: Bureau of Work ers' Di sabi li ty Compensati on, Mi ch i gan Department of Labor.

th an twi ce th e mi ni mum, wh i le th e 1978 maxi mum i s only 40 
percent greater th an th e mi ni mum. So th e range i s con 
si derably reduced and a greater proporti on of week ly benefi t 
rates are compressed i nto a narrow i nterval.

Th e oth er element of Mi ch i gan law th at served to com 
press th e week ly compensati on rate di stri buti on was th e so- 
called 25-h our rule. Th e statute (Sec. 418.371) speci fi ed th at 
th e work ers' compensati on week ly benefi t sh ould be based 
on at least 40 ti mes th e h ourly earni ngs, unless th e employee 
was employed "speci fi cally and not temporari ly on a part- 
ti me basi s.'* In th at event, th e week ly earni ngs would be 
determi ned by multi plyi ng th e average wage rate by th e nor 
mal h ours. However, th e statute went on to speci fy th at i f 
th e employee work ed an average of 25 h ours per week  or 
more, th e 40-h our earni ngs rate sh ould apply. In oth er 
words, th e statute arbi trari ly i ncreased th e compensati on 
rate for th ose work i ng more th an 25 but less th an 40 h ours 
per week . Th i s factor would also tend to compress th e range 
of observed week ly benefi t rates.

Table 4-4 demonstrated th at th e th ree i nsurer types (car 
ri er, bi g th ree, and oth er self-i nsurers) h ave di fferent week ly
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compensati on levels. Th i s poi nt i s made even more clearly by 
table 4-6 wh i ch  sh ows th e proporti on of week ly benefi t 
payments at th e mi ni mum, th e maxi mum, or i n between. 
Th i s table i s also an i mprovement over table 4-4 i n th at for 
each  i nj ury year, th e actual week ly benefi t pai d i s tested 
agai nst th e sch edule i n effect for th at year, th us eli mi nati ng 
th e bi as i ntroduced by th e ti me trend i n benefi t levels. Table 
4-6 sh ows th at all of th e bi g th ree, 74 percent of oth er self- 
i nsurer, and 52 percent of carri er cases are compensated at 
th e maxi mum.

On th e oth er h and, 22 percent of carri er clai ms get th e 
mi ni mum benefi t along wi th  9 percent of oth er self-i nsurer 
cases. Th i s leaves a remai nder of only one-fi fth  of all cases 
th at actually recei ve th e statutory two-th i rds replacement of 
gross earni ngs wh en th ey are di sabled. Th i s i s a most 
dramati c i llustrati on of th e i mpact of th e maxi mum and 
mi ni mum benefi t structure i n Mi ch i gan. Only a small 
mi nori ty of i nj ured work ers actually recei ve th e speci fi ed 
replacement rate.

Table 4-7 reports th e week ly i ncome replacement rate 
calculated from th e data i n th e offi ci al record of each  case. 
Th e actual week ly compensati on rate pai d i s di vi ded by th e 
employer-reported gross week ly earni ngs to determi ne th e 
week ly wage replacement rate. Th ere are a number of i n 
teresti ng features to th i s table. In th e fi rst place, i t 
demonstrates th at over 4 percent of i nsurance carri er 
benefi ci ari es are recei vi ng more th an 100 percent wage 
replacement, i .e., th ey are getti ng more i n tax-exempt 
work ers' compensati on benefi ts th an th ey earned i n pre-tax 
dollars before th ei r i nj ury. Th i s reflects th e operati on of th e 
mi ni mum benefi t level and th e 25-h our rule reported earli er.
Over two-th i rds of bi g th ree clai mants are recei vi ng less 

th an 50 percent replacement of lost earni ngs. Nearly h alf th e 
clai mants from oth er self-i nsurers fi nd th emselves i n th e



Table 4-6
Benefi t Rate by Insurer Type 

Unli ti gated Cases

Insurer type
Benefi t rate

Mi ni mum benefi t
Two-th i rds of wage
Maxi mum benefi t
Total
Mi ssi ng cases
Grand total

Total
Number

142
177
577
896
58

954

Percent

15.8
19.8
64.4
100.0

Carri er
Number

121
137
281
539

Percent

22.4
25.4
52.1
100.0

Bi g th ree
Number

0
0

121
121

Percent

0.0
0.0

100.0
100.0

Oth er self-i nsurers
Number

21
40
175

236

Percent

8.9
16.9
74.2
100.0

Ch i -square= 114.67** wi th  4 degrees of freedom. 
Columns may not add to total due to roundi ng.
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Table 4-7
Replacement Rate by Insurer Type 

Unli ti gated Cases

Insurer type
Replacement rate

Up to 40%
40% to 50%
50% to 60%
60% to 70%
70% to 100%
Over 100%
Total
Mi ssi ng cases
Grand total

Total
Number

131
184
146
315
90
25

891
63
954

Percent

14.7
20.7
16.4
35.4
10.1
2.8

100.0

Carri er
Number

73
72
72
232
68
24
541

Percent

13.5
13.3
13.3
42.9
12.6
4.4

100.0

Bi g th ree
Number

25
57
27
4
6
0

119

Percent

21.0
47.9
22.7
3.4
5.0
0.0

100.0

Oth er self-i nsurers
Number

33
55
47
79
16
1

231

Percent

14.3
23.8
20.3
34.2
6.9
0.4

100.0

Ch i -square= 134.93** wi th  10 degrees of freedom. 
Columns may not add to total due to Foundi ng.
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same si tuati on, as do one-fourth  of carri er clai mants. Ob 
vi ously, th e operati on of th e Mi ch i gan benefi t formula com 
bi ned wi th  th e wage di fferences i n th e state h as produced 
some strange results. Some people, especi ally low-wage 
work ers and part-ti me employees, are bei ng compensated 
consi derably above th e statutory rate wh i le th e h i gh -wage 
earners or th ose wi th  fewer dependents are compensated at 
lower rates relati ve to th ei r earni ngs.

Th e effect of th e wage level on th e replacement rate can be 
seen i n table 4-8. It sh ows th at as reported week ly earni ngs 
ri se, th e replacement rate decli nes. Work ers earni ng over 
$400 per week  at th e ti me of di sablement all recei ved less 
th an 50 percent replacement, because of th e maxi mum 
benefi t li mi tati on. For work ers earni ng less th an $100 per 
week  before i nj ury, one-th i rd experi ence more th an 100 per 
cent week ly i ncome loss replacement due to th e operati on of 
th e mi ni mum benefi t and th e 25-h our rule.3

Turni ng from th e week ly benefi t amount to th e oth er ma 
j or vari ant i n week ly benefi t cases, th e durati on of payment, 
table 4-9 sh ows durati ons by i nsurer type. It sh ould be 
rei terated th at th ere i s a bi as i n table 4-9, i ntroduced by th e 
closed case sampli ng desi gn, th at causes long durati on cases 
to be underrepresented. So th e di stri buti on sh own i n table 
4-9 i s not perfectly representati ve of th e durati ons experi enc 
ed under a poli cy year format.4 Neverth eless, th ese results do 
convey th e essence of th e durati on di stri buti on. Th ere are a 
great many sh ort durati on di sabi li ti es, and relati vely few 
long durati on di sabi li ti es among th e unli ti gated case popula 
ti on.

As sh own i n th e table, about one-fi fth  of th e compensated 
cases (uncompensated cases are not i ncluded i n table 4-9) 
h ave durati ons of one week  or less. Less th an 2 percent of 
closed unli ti gated cases sh ow durati ons greater th an one 
year. Furth ermore, table 4-9 i ndi cates th at wh i le th ere are



Table 4-8
Replacement Rate by Week ly Earni ngs 

Unli ti gated Cases

Week ly earni ngs
Replacement

rate

Up to 40%
40% to 50%
50% to 60%
60% to 70%
70% to 100%
Over 100%

Total
Mi ssi ng cases
Grand total

Total

Number

131
184
148
318
90
25

896
58
954

Percent

14.6
20.5
16.5
35.5
10.0
2.8

100.0

To $100
Number

1
0
0
28
0
14

43

Percent

2.3
0.0
0.0
65.1
0.0
32.6

100.0

$101-5200
Number

0
1
3

138
86
11

239

Percent

0.0
0.4
1.3

57.7
36.0
4.6

100.0

$201-$300
Number

2
40
123
152
4
0

321

Percent

0.6
12.5
38.3
47.4
1.2
0.0

100.0

$301-$400
Number

28
138
22
0
0
0

188

Percent

14.9
73.4
11.7
0.0
0.0
0.0

100.0

Over $400
Number

100
5
0
0
0
0

105

Percent

95.0
5.0
0.0
0.0
0.0
0.0

100.0

Ch i -square= 1,574.15** wi th  25 degrees of freedom. 
Columns may not add to total due to roundi ng.
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Table 4-9
Durati on of Week ly Compensati on Payments by Insurer Type 

Unli ti gated Cases

Insurer type

Durati on of week ly 
compensati on payments

Up to 1 week
1 to 2 week s
2 to 4 week s
4 to 8 week s
8 to 13 week s
13 to 26 week s
26 to 52 week s
1 to 2 years
2 to 4 years
Over 4 years
Total
Mi ssi ng cases
Grand total

Total
Number Percent

204
64
234
205
85
69
23
9
3
1

897
57
954

22.7
7.1
26.1
22.9
9.5
7.7
2.6
1.0
0.3
0.1

100.0

Carri er
Number Percent

136
38
137
120
53
35
11
4
3
1

538

25.3
7.1
25.5
22.3
9.9
6.5
2.0
0.7
0.6
0.2

100.0
X = 7.1

Bi g
Number

23
11
33
26
10
11
5
2
0
0

121
X =

th ree
Percent

19.0
9.1
27.3
21.5
8.3
9.1
4.1
1.7
0.0
0.0

100.0
= 7.5

Oth er self-i nsurers
Number

45
15
64
59
22
23
7
3
0
0

238
X =

Percent

18.9
6.3
26.9
24.8
9.2
9.7
2.9
1.3
0.0
0.0

100.0
6.7

ON

CD

1
25

Ch i -square= 13.78 wi th  18 degrees of freedom. 
Columns may not add to total due to roundi ng.
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sli gh t di fferences i n th e average durati on of unli ti gated cases 
by type of i nsurer, th ese di fferences are not stati sti cally 
si gni fi cant.

Th ere i s anoth er i nteresti ng element i n table 4-9, and th at 
i s th e dearth  of one- to two-week  durati on cases. Th i s results 
from th e combi nati on of th e one-week  wai ti ng peri od before 
work ers' compensati on benefi ts begi n and a two-week  
di sabi li ty tri gger for retroacti ve payment for th e fi rst week . 
In oth er words, i f a work er i s di sabled and mi sses work  for 
one week  or less, h e or sh e recei ves no compensati on. Com 
pensati on begi ns on th e ei gh th  day after th e i nj ury. But i f th e 
di sabi li ty extends anoth er full week , th en payment i s made 
for th e fi rst week  as well.

Logi cally, th erefore, di sabled work ers sh ould be pai d 
ei th er for one week  (or less) or for more th an two week s, 
si nce th e extra week  i s tri ggered wi th  th e fi rst day of th e sec 
ond compensated week . Th i s poi nt i s demonstrated i n table 
4-10, wh i ch  break s th e fi rst four week s of durati on down i n 
to greater detai l. It i s clear th at th e bulk  of th e one- to two- 
week  durati on cases are pai d for exactly two week s (14 days). 
Presumably th e 15 cases th at were pai d more th an one week  
but less th an two week s are ei th er voluntary addi ti onal 
payments by i nsurers, errors i n payment or errors i n 
measurement of th e payments.

Table 4-10 also speak s to th ose wh o argue th at th e poten 
ti al rei mbursement of th e fi rst week  i nduces di sabled 
work ers to stay off th e j ob longer th an oth erwi se necessary. 
Th ere i s no sure way to determi ne wh en a work er could h ave 
returned to work , especi ally from th e wri tten record of a 
work ers' compensati on case. Wh at can be observed i s th e 
beh avi oral result, namely, conti nued absence from work  and 
quali fi cati on for addi ti onal days of compensati on. In table 
4-10 th i s would be apparent i n a decli ni ng number of cases as 
th e tri gger durati on i s approach ed and th e reappearance of 
th ese cases on or j ust after th e tri gger poi nt.
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Table 440 
Durati on Detai l for Sh ort Term Unli ti gated Cases

Number of sh ort term 
Durati on unti ti gated cases

Up to 1 week
1 day
2 days
3 days
4 days
5 days

1 to 2 weeks
8-13 days
14 days

2 to 4 weeks
15 days
16 days
17 days
18 days
19 days
21 days
22 days
23 days
24 days
25 days
26 days
28 days

38
51
41
38
37

15
49

30
31
22
28
11
25
19
13
9
12
13
22

In th e case of Mi ch i gan work ers' compensati on system, 
one would expect to fi nd a decli ni ng number of cases as th e 
durati on of compensati on nears one full week  (two week s of 
di sabi li ty). Th i s would be offset by a larger number of cases 
th at were pai d exactly two week s of di sabi li ty benefi ts. 
Accordi ng to th e evi dence i n table 4-10, th i s i s a relati vely 
mi nor problem. Th ere were 37 cases wi th  fi ve days durati on, 
49 cases wi th  14 days and 30 cases wi th  15 days. Furth er, th e 
general sh ape of th e durati on di stri buti on i s qui te smooth  
and regular; th ere i s no enormous peak  at th e tri gger dura-
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ti on. It i s qui te possi ble th at work ers are not well enough  i n 
formed about th ei r ri gh ts under th e work ers' compensati on 
statute to play th i s retroacti ve compensati on game. But th e 
conclusi on i s th at th i s i s not a seri ous problem at th e present 
ti me.

Th e product of th e durati on of payment (i n week s) and th e 
week ly benefi t amount i s th e total week ly compensati on 
pai d. Th i s fi gure i s reported i n table 4-11 for unli ti gated 
cases by i nsurer type. Th e di stri buti on i s qui te si mi lar to th at 
of table 4-9 si nce th e maj or vari ati on i s i n durati on. It i s 
noteworth y th at approxi mately th ree-fourth s of th e 
unli ti gated week ly benefi t cases i nvolve less th an $1,000 i n 
total i ndemni ty. Once agai n th ere i s no si gni fi cant di fference 
by i nsurer type, even th ough  th e means do tend to parallel 
th e wage and benefi t levels reported earli er.

What Is Paid to Litigated Cases

Because of th e wi de di versi ty i n th e li ti gated case popula 
ti on, i t seems advi sable to proceed wi th  a di saggregated 
descri pti on. Fi rst a few ch aracteri zati ons of lump-sum as op 
posed to week ly benefi t cases wi ll be offered. Th en th e 
di scussi on wi ll proceed wi th  a descri pti on of week ly benefi t 
cases. Th i s wi ll be followed by an exami nati on of wh at i s 
k nown about lump-sum payment cases. Th e fi nal secti on wi ll 
attempt to pull th ese di sparate elements back  togeth er wi th  a 
di scussi on of th e total i ndemni ty pai d to li ti gated cases.

Table 4-12 reports th e relati onsh i p between th e fi nal 
resoluti on of th e case and th e type of compensati on pai d. 
Th i s sh ould be h elpful i n establi sh i ng a general feel for th e 
types of cases represented i n th e lump-sum payment and 
week ly payment groups. As would be expected, redeemed 
cases all sh ow lump-sum payments. About 20 percent of th e 
redempti ons also recei ved week ly benefi t payments; general 
ly, th i s was duri ng an earli er peri od of di sabi li ty. Th e cases



Table 4-11
Total Week ly Compensati on Pai d by Insurer Type 

Unli ti gated Cases

Total week ly 
compensati on pai d

$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
Mi ssi ng cases
Grand total

Total
Number

207
53
220
192
138
63
24
4
3

904
50
954

Percent

22.9
5.9
24.3
21.2
15.3
7.0
2.7
0.4
0.3

100.0

Carri er
Number

139
40
130
115
73
32
11
2
3

545
X =

Percent

25.5
7.3
23.9
21.1
13.4
5.9
2.0
0.4
0.6

100.0
$885

Insurer type
Bi g th ree

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
X = $l,044

Oth er self-i nsurers
Number

46
10
57
53
43
20
8
1
0

238

Percent

19.3
4.2
23.9
22.3
18.1
8.4
3.4
0.4
0.0

100.0
X = $940

Ch i -square = 20.66 wi th  16 degrees of freedom. 
Columns may not add to total due to foundi ng.
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Table 4-12
Resoluti on by Type of Compensati on 

Li ti gated Cases

Type of compensati on
Resoluti on

Redeemed
Wi th drawn
Di smi ssed
Accepted
Deci si on

Total
Mi ssi ng cases
Grand total

Total

Number

850
165
62
49
71

1,197
27

1,224

Percent

100.0
100.0
100.0
100.0
100.0

100.0

Lump-sum only
Number

664
0
0
8
20

692

Percent

78.1
0.0
0.0
16.3
28.2

57.8

Week ly only
Number

0
29
9
40
24

102

Percent

0.0
17.6
14.5
81.6
33.8

8.5

Both

Number

186
0
0
1

21

208

Percent

21.9
0.0
0.0
2.0
29.6

17.4

None

Number

0
136
53
0
6

195

Percent

0.0
82.4
85.5
0.0
8.5

16.3

Ch i -square= 1,505.2** wi th  12 degrees of freedom. 
Rows may not add to total due to roundi ng. r
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th at were wi th drawn or di smi ssed ei th er recei ved no payment 
at all (over 80 percent) or week ly payments only; agai n, th i s 
would usually reflect a peri od of di sabi li ty before th e ap 
pli cati on for h eari ng. Th e cases accepted by th e i nsurer after 
th e commencement of th e li ti gati on process tend to resemble 
th e unli ti gated cases descri bed earli er. Less th an 20 percent 
of th ese sh ow any lump-sum payment.

Th e greatest vari ety i n type of compensati on occurs i n th e 
deci si on category. Th i s reflects both  th e amount of di scre 
ti on th e admi ni strati ve law j udges possess and th e com 
pli cated nature of th e cases th at fi nally requi re a h eari ng of 
fi cer's determi nati on. It sh ould also be poi nted out th at th ere 
are probably more th an 8.5 percent of th e deci si ons th at 
result i n no award for th e clai mant. But si nce no di sti ncti on 
i s made i n table 4-12 between week ly compensati on pai d 
before th e li ti gati on and th at pai d after resoluti on, some 
cases th at di d not recei ve awards wi ll fall i nto th e week ly 
payment category by vi rtue of th ei r earli er experi ence.

Table 4-13 look s at th e questi on of type of compensati on 
i n a di fferent way. It ask s wh eth er th e type of compensati on 
i s i nfluenced by wh eth er th e case ori gi nated from an occupa 
ti onal di sease clai m, a personal i nj ury clai m, or a clai m 
asserti ng di sabi li ty from both  sources. As was sh own i n 
ch apter 3, th e table i ndi cates th at lump-sum payments 
(resulti ng from redempti on agreements) are more prevalent 
i n occupati onal di sease clai ms. In fact, table 4-13 
demonstrates th at only about 5 percent of li ti gated occupa 
ti onal di sease clai ms ever recei ved any week ly compensati on. 
Th i s ri ses to 20 percent i f th e occupati onal di sease i s coupled 
wi th  a personal i nj ury clai m.

Th e conclusi on seems clear th at th ere i s someth i ng very 
di fferent about th e occupati onal di sease clai ms. Unfor 
tunately, i t i s not possi ble wi th  th e MCCS data base to ac 
curately enumerate th e occupati onal di sease clai ms among 
th e unli ti gated cases, so i t cannot be determi ned wh eth er an
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unusual proporti on of all occupati onal di sease clai ms end up 
as redempti ons. It i s certai nly i ndi cati ve of problems i n ob 
tai ni ng compensati on for occupati onal di sease clai ms, 
h owever.5 In th i s regard i t sh ould be noted th at th e propor 
ti on of uncompensated li ti gated cases i s actually sli gh tly 
lower for th e occupati onal di sease group, so th ere i s no 
evi dence th at th ese clai ms are "less worth y" as a group th an 
personal i nj ury clai ms. Th e problem of securi ng compensa 
ti on for occupati onal di sease clai ms may be very real, but th e 
present evi dence i s not suffi ci ent to mak e any defi ni ti ve 
statement. All th at can be sai d i s th at th ey are compensated 
di fferently wh en li ti gated.

Table 4-14 returns th e di scussi on to fami li ar ground; i t 
reports th e type of compensati on payment by i nsurer type 
for li ti gated cases. Accordi ng to th e ch i -square stati sti c, 
th ere i s a si gni fi cant di fference among th e i nsurer types i n 
th e form of th ei r compensati on payments. Work ers' com 
pensati on cases at th e bi g th ree auto producers are 
si gni fi cantly more li k ely to recei ve lump-sum payments only. 
Th ey are much  less li k ely to h ave recei ved week ly payments 
at any ti me.

Th e maj or i mpact of table 4-14 i s i n demonstrati ng th e 
overall domi nance of th e lump-sum payment i n Mi ch i gan's 
work ers' compensati on di spute settlement system. It i s fre 
quently argued th at wi th out th e redempti on and th e lump- 
sum payment, th e h eari ngs process would be h opelessly clog 
ged wi th  cases. Wh eth er th i s i s a j usti fi cati on or si mply an 
apology for redempti on settlements remai ns to be seen. But 
i t i s clear from th e evi dence presented i n th i s monograph  th at 
li ti gati on i n Mi ch i gan work ers' compensati on system leads 
pri mari ly to compromi se and release settlements and lump- 
sum payments. Neverth eless, th e week ly benefi t payments to 
li ti gated work ers' compensati on cases wi ll be explored fi rst. 
Followi ng th i s di scussi on, attenti on wi ll return to a quan 
ti tati ve analysi s of th e lump-sum questi on.



Table 4-14
Type of Compensati on by Insurer Type 

Li ti gated Cases

Insurer type
Compensati on type

Lump-sum payment
only

Week ly payments only
Both
None

Total
Mi ssi ng cases
Grand total

Total
Number

677
100
202
200

1,179
45

1,224

Percent

57.4
8.5
17.1
17.0

100.0

Carri er
Number

293
60
140
86

579

Percent

50.6
10.4
24.2
14.9

100.0

Bi g th ree
Number

270
22
23
83

398

Percent

67.8
5.5
5.8
20.9
100.0

Oth er self-i nsurers
Number

114
18
39
31
202

Percent

56.4
8.9
19.3
15.3

100.0

Ch i -square = 71.46** wi th  6 degrees of freedom. 
Columns may not add to total due to roundi ng.

00

I



146 Benefi t Deli very

Th e week ly benefi t payments to li ti gated cases largely 
parallel th e payments to unli ti gated cases di scussed earli er. 
Table 4-15 demonstrates th at th e same general pi cture 
emerges as i n table 4-6. Th e bulk  of th e bi g th ree cases earn 
th e maxi mum week ly benefi t, wh i le th i s i s true for only 
about h alf th e carri er cases. In general, th e mi ni mum benefi t 
i s only si gni fi cant for th e carri er segment as very few self- 
i nsurer cases i nvolve th e mi ni mum benefi t. For li ti gated 
cases, almost 30 percent are compensated at two-th i rds of 
th e gross wage compared to 20 percent of unli ti gated. Th i s 
would reflect th e fact th at li ti gated cases are consi derably 
older on th e average and th us do not sh ow th e same narrow 
i ng of th e effecti ve range of th e benefi t formula as more re 
cent cases.

Table 4-16 compares th e durati ons of week ly compensa 
ti on payments to li ti gated cases by i nsurer type. In th i s i n 
stance, th e contrast wi th  th e unli ti gated results must be em 
ph asi zed. Wh ereas nearly 80 percent of unli ti gated cases 
sh owed durati ons of less th an ei gh t week s at closure, only 
about 25 percent of li ti gated cases fall below th i s level. On 
th e oth er h and, wh i le only 4 percent of unli ti gated closed 
cases h ad durati ons of more th an 26 week s, table 4-16 
demonstrates th at nearly h alf of th e closed li ti gated cases ex 
ceeded th i s durati on. It would seem th at th ose li ti gated cases 
th at do i nvolve week ly compensati on payments are con 
si derably more seri ous di sabi li ti es th an are th e unli ti gated 
cases.

Th e last table deali ng wi th  week ly payments to li ti gated 
cases i s table 4-17. It sh ows th e di stri buti on of total week ly 
payments to li ti gated cases by i nsurer type. It parallels table 
4-11 wh i ch  reported th e same i nformati on for unli ti gated 
cases. As wi th  th e durati on of payments, th e li ti gated cases 
are revealed to be much  more seri ous. Th e average amount 
of week ly compensati on payments to li ti gated cases i s nearly 
seven ti mes th at to unli ti gated, even th ough  th e week ly com-



Table 4-15
Benefi t Rate by Insurer Type 

Li ti gated Cases

Insurer type
Benefi t rate

Mi ni mum benefi t
Two-th i rds of wage
Maxi mum benefi t
Total
Mi ssi ng cases
Grand total

Total
Number

37
85
176
298
926

1,224

Percent

12.4
28.5
59.1
100.0

Carri er
Number

33
60
103
196

Percent

16.8
30.6
52.6
100.0

Bi g th ree
Number

0
8
36
44

Percent

0.0
18.2
81.8
100.0

Oth er self-i nsurers
Number

4
17
37
58

Percent

6.9
29.3
63.8
100.0

Ch i -square= 17.42* wi th  4 degrees of freedom. 
Columns may not add to total due to Foundi ng. s"

n



Table 4-16
Durati on of Week ly Compensati on Payments by Insurer Type 

Li ti gated Cases

Insurer type

Durati on of week ly 
compensati on payments

Up to 1 week
1 to 2 week s
2 to 4 week s
4 to 8 week s
8 to 13 week s
13 to 26 week s
26 to 52 week s
1 to 2 years
2 to 4 years
Over 4 years
Total
Mi ssi ng cases
Grand total

Total
Number

10
5
22
41
31
43
41
41
33
32
299
925

1,224

Percent

3.3
1.7
7.4
13.7
10.4
14.4
13.7
13.7
11.0
10.7

100.0

Carri er
Number Percent

6
4
11
26
20
33
27
30
22
18

197
i
A

3.0
2.0
5.6
13.2
10.2
16.8
13.7
15.2
11.2
9.1

100.0
X = 63.7

Bi g
Number

2
1
4
6
6
5
3
4
5
9

45
X =

th ree
Percent

4.4
2.2
8.9
13.3
13.3
11.1
6.7
8.9
11.1
20.0
100.0

104.7

Oth er self-i nsurers
Number

2
0
7
9
5
5
11
7
6
5
57
X =

Percent

3.5
0.0
12.3
15.8
8.8
8.8
19.3
12.3
10.5
8.8

100.0
60.0

w
n
5s»
r*

I

Ch i -square= 15.78 wi th  18 degrees of freedom. 
Columns may not add to total due to foundi ng.



Table 4-17
Total Week ly Compensati on Pai d by Insurer Type 

Li ti gated Cases

Insurer type

Total week ly 
compensati on pai d

$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
Mi ssi ng cases
Grand total

Total
Number

10
9
34
34
54
44
39
41
37

302
922

1,224

Percent

3.3
3.0
11.3
11.3
17.9
14.6
12.9
13.6
12.3

100.0

Carri er
Number

7
6
18
21
41
33
23
29
22

200
X = $6

Percent

3.5
3.0
9.0
10.5
20.5
16.5
11.5
14.5
11.0

100.0
,126

Bi g th ree
Number

2
2
5
7
6
6
4
5
8

45
X = $

Percent

4.4
4.4
11.1
15.6
13.3
13.3
8.9
11.1
17.8

100.0
8,267

Oth er self-i nsurers
Number

1
1

11
6
7
5
12
7
7

57
X = $5

Percent

1.8
1.8
19.3
10.5
12.3
8.8
21.1
12.3
12.3

100.0
,677

Ch i -square = 16.01 wi th  16 degrees of freedom. 
Columns may not add to total due to foundi ng.

CO

I
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pensati on rates are lower due to th e vi ntage of th e cases. As 
before, th e h i gh est average amount i s pai d by th e bi g th ree, 
over $8,000 per case accordi ng to table 4-17. In th i s measure 
ment, oth er self-i nsurers pay sli gh tly less on th e average i n 
week ly compensati on payments th an do th e carri ers. Th e 
ch i -square stati sti c reveals th at th ese di fferences are not 
stati sti cally si gni fi cant, h owever.

Recappi ng th e fi ndi ngs on week ly benefi t payments to 
li ti gated cases, i t was found th at carri ers are most li k ely to 
h ave made week ly payments to li ti gated cases, wi th  th e bi g 
th ree least li k ely. Wh i le over one-th i rd of li ti gated carri er 
cases sh owed week ly payments, only 11 percent of bi g th ree 
cases and 28 percent of oth er self-i nsurer cases were compen 
sated i n th i s form. Wh en attenti on was di rected to th e ag 
gregate amounts of week ly compensati on payments, i t was 
found th at th e bi g th ree pay sli gh tly more, pri mari ly by vi r 
tue of a h i gh er average week ly compensati on rate.

Lump-Sum Payments to Litigated Cases

Even th ough  th e average week ly benefi t payments to 
li ti gated cases th at recei ve such  payments was sh own i n table 
4-17 to be qui te h i gh , week ly payments sti ll consti tute a small 
proporti on of all i ndemni ty payments ever recei ved by closed 
li ti gated cases. Th i s i s because of th e domi nance of th e lump- 
sum payments i n th e li ti gated clai ms resoluti on process i n 
Mi ch i gan. Table 4-14 revealed th at nearly 75 percent of all 
closed li ti gated cases recei ved lump-sum payments, nearly 90 
percent of compensated cases. So for practi cal purposes, th e 
li ti gati on process i s a venue for bargai ni ng over th e si ze of 
lump-sum payment. Accordi ngly, th e maj or i nterest i n i n 
demni ty pai d to li ti gated cases li es i n th e magni tude of th e 
lump-sum payments.6

Table 4-18 sh ows th e di stri buti on of lump-sum payments 
by i nsurer type. Th ere are very substanti al i nsurer di f-



Table 448
Lump-Sum Payment (Gross) by Insurer Type 

Li ti gated Cases

Insurer type
Lump-sum payment Total

$1 -$1,000
$1,001 - $2,000
$2,001 - $4,000
$4,001 - $8,000
$8,001 - $16,000
$16,001 - $32,000
Over $32,000

Total
Mi ssi ng cases
Grand total

Number

49
109
217
206
153
125
20
879
345

1,224

Percent

5.6
12.4
24.7
23.4
17.4
14.2
2.3

100.0

Carri er
Number

19
50
85
90
83
88
18

433
X = $10

Percent

4.4
11.5
19.6
20.8
19.2
20.3
4.2

100.0
,529

Bi g th ree
Number

20
34
99
89
37
14
0

293
X = $5

Percent

6.8
11.6
33.8
30.4
12.6
4.8
0.0

100.0
,659

Oth er self-i nsurers
Number

10
25
33
27
33
23
2

153
X = $

Percent

6.5
16.3
21.6
17.6
21.6
15.0
1.3

100.0
8,493

Ch i -square = 78.87** wi th  12 degrees of freedom. 
Columns may not add to total due to roundi ng.

f
5?



152 Benefi t Deli very

ferences apparent i n table 4-18, wi th  bi g th ree lump-sum 
payments th e smallest and carri ers' th e largest. One way to 
explai n th i s i s to ci te th e earli er results on th e proporti on of 
all work ers' compensati on cases th at are li ti gated. It was 
sh own i n table 2-1 th at th e bi g th ree experi enced more th an 
double th e carri ers' i nci dence of li ti gati on (48 percent as op 
posed to 22 percent of all cases), so perh aps i t i s not surpri s 
i ng to fi nd th at th ey pay only a li ttle over h alf as much  per 
redempti on.

If a much  h i gh er i nci dence of li ti gati on occurs, i t may be 
reasonable to conclude th at th e "average" li ti gated clai m i s 
less seri ous i n terms of th e di sabi li ty; or perh aps even "less 
worth y" as a clai m. Th e conventi onal wi sdom i s th at th e bi g 
th ree are plagued by nui sance clai ms. Th i s evi dence does not 
contradi ct th at h ypoth esi s. In addi ti on, i t i s suggesti ve th at 
th e di stri buti on of lump-sum payments for th e bi g th ree i s 
very compact. Nearly two-th i rds of bi g th ree lump-sum 
payments are between $2,000 and $8,000. Si nce only about 
40 percent of payments by oth er i nsurers fall i n th i s range, 
th i s too i s consi stent wi th  a routi ne redempti on process. Un 
fortunately, th e quali ty of i nformati on about th e clai med 
di sabi li ti es th at i s avai lable i n th e offi ci al record does not 
permi t a detai led exami nati on of th e actual basi s of th e 
payments.

Table 4-18 exami ned th e si ze of th e gross lump-sum i n 
demni ty payment by th e i nsurer. But th i s i s not th e sum ac 
tually recei ved by th e di sabled clai mant; i t i s subj ect to legal 
and medi cal cost deducti ons. Table 4-19 sh ows th e average 
legal and medi cal costs by i nsurer type, both  i n raw numbers 
and as a percentage of th e gross amount recei ved. Attorneys' 
fees i n redempti on cases are set by rule of th e Di rector of th e 
Bureau of Work ers' Di sabi li ty Compensati on at not more 
th an 15 percent on th e fi rst $25,000 and not more th an 10 
percent on amounts exceedi ng $25,000. Table 4-19 reveals 
th at almost 16 percent of lump-sum payments do go for legal
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expenses; 15 percent for th e attorney, and nearly 1 percent 
for oth er legal costs. Th ere i s no si gni fi cant di fference 
among th e i nsurer types, alth ough  th e dollar amounts vary 
wi th  th e si ze of th e lump-sums.

Table 4-19
Legal and Medi cal Costs by Insurer Type 

Lump-Sum Payment Cases

Insurer type
Legal and 

medi cal costs

Legal costs
Mean amount 
Proporti on 
of award 

Number of cases

Medi cal costs
Mean amount 
Proporti on 
of award 

Number of cases

Total

$1,314

.158 
831

$472

.076 
490

Carri er

$1,611

.159 
405

$649

.079 
215

Bi g th ree

$911

.159 
285

$372

.077 
186

Oth er 
self-i nsurers

$1,277

.157 
141

$254

.070 
89

Medi cal costs i n redeemed cases amount to about 7.6 per 
cent on th e average, or one-h alf as much  as th e legal costs, 
accordi ng to table 4-19. Th i s fi gure i s di ffi cult to i nterpret 
because i t occasi onally i ncludes medi cal treatment of th e 
clai mant as well as th e normal medi cal exami nati on fees 
wh i ch  would be regarded as a li ti gati on cost rath er th an a 
medi cal benefi t. Unfortunately, th ese component parts can 
not be spli t out, so th e porti on of th e medi cal costs th at 
could appropri ately be assessed as a cost of li ti gati on rath er 
th an treatment cannot be determi ned. On th e assumpti on 
th at i t i s about one-h alf of th e total, th e "cost" of li ti gati on 
to th e clai mant would be about 20 percent of th e gross lump- 
sum settlement. Assumi ng th at th e i nsurer i ncurs a si mi lar
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cost i n contesti ng th e case, th e burden of li ti gati on costs i n 
th i s no-fault system i s revealed to be qui te h i gh .

Th ere i s anoth er deducti on th at sh ould be made from 
gross lump-sum payments to arri ve at th e actual i ndemni ty 
payment recei ved by th e clai mant. As sh own i n table 4-20, 
about 18 percent of all lump-sum payment cases h ave a 
speci fi c dollar amount reserved for future medi cal benefi ts. 
It i s pai d to th e clai mant as part of th e lump-sum settlement, 
but i t i s i ntended for medi cal care i n th e future. It i s di ffi cult 
to determi ne wh at th i s actually means; some assert th at i t i s 
si mply a way around th e soci al securi ty offset agai nst 
work ers' compensati on i ncome mai ntenance benefi ts. Ac 
cordi ng to table 4-20, all th ree i nsurer types use th i s devi ce, 
so i t i s i mpossi ble to i gnore i t.

Table 4-20
Lump-Sum Payments Reserved for Future Medi cal Care 

by Insurer Type

Insurer type
Reserves for future 

medi cal care Total Carri er Bi g th ree
Oth er 

self-i nsurers

Number of cases 160 87 49 
Percentage of all
lump-sum cases 

Average amount 
Percentage of
total lump-sum .571 .477 .733

18.2% 20.1% 16.7% 
$6,502 $7,188 $5,033

24

15.7% 
$7,011

.579

As th e last two rows of table 4-20 sh ow, th ese payments 
are very si zable. On th e average, th ey amount to nearly 60 
percent of th e gross lump-sum amount, somewh at more for 
th e bi g th ree and less for carri ers. Si nce th ese payments are 
ostensi bly for medi cal care, and medi cal care benefi ts are ex-
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eluded i n all oth er i nstances i n th e MCCS, i t i s appropri ate to 
exclude th ese reserved medi cal payments from th e net lump- 
sums recei ved by clai mants as well.

Th e i ndemni ty amounts actually recei ved by th e clai mants 
i n lump-sum settlement cases are represented i n table 4-21. 
Th e same basi c conclusi ons th at were drawn from th e ex 
ami nati on of th e gross lump-sums i n table 4-18 apply h ere. 
Th e bi g th ree pay a much  lower average amount, but th ey 
pay i t to a larger number of cases wh en compared to ei th er of 
th e oth er two i nsurer types.

Because of th e i nterest i n th e vari ati on i n si ze of th e lump- 
sum payments and th e seri ous i ssues rai sed by a compromi se 
and release settlement system wi th i n a work ers' compensa 
ti on system desi gned to prevent li ti gati on, a regressi on 
analysi s of th e lump-sum payments i s presented i n table 4-22. 
It sh ould be i nterpreted carefully because th e fact remai ns 
th at th ere i s no way to determi ne from th e record of a 
redeemed work ers' compensati on case j ust wh at was th e 
basi s for th e payment. But th i s analysi s attempts to look  at 
th e questi on i n an i ndi rect way.

Even i f th e speci fi c basi s of compensati on cannot be deter 
mi ned for a parti cular case, perh aps th e general associ ati on 
of case or clai mant ch aracteri sti cs wi th  th e si ze of th e lump- 
sum settlements could offer some i nsi gh t i nto th e process. 
Th i s i s analogous to th e stati sti cal evi dence li nk i ng cancer to 
smok i ng. Wh i le th e speci fi c process by wh i ch  an i ndi vi dual's 
smok i ng h abi ts contri bute to h i s or h er ri sk  of developi ng 
lung cancer cannot be fully explai ned, th e stati sti cal fact th at 
smok i ng and th e development of lung cancer are correlated 
wi th i n th e general populati on can be very useful i n deci si on- 
mak i ng by both  i ndi vi duals and soci ety.

Th e meager facts avai lable from th e MCCS about th e 
lump-sum payment cases are correlated wi th  th e si ze of th e 
net lump-sum payment to th e clai mant i n table 4-22. Most of



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

Li ti gated Cases

Insurer type
Lump-sum payment Total

$1 -$1,000
$1,001 -$2,000
$2,001 - $4,000
$4,001 - $8,000
$8,001 - $16,000
Over $16,000

Total
Mi ssi ng cases
Grand total

Number

97
146
222
195
139
68

867
357

1,224

Percent

11.2
16.8
25.6
22.5
16.0
7.8

100.0

Carri er
Number

34
68
91
97
88
49

427
V __

Percent

8.0
15.9
21.3
22.7
20.6
11.5

100.0
$7,336

Bi g th ree
Number

43
50
100
68
25
5

291
X =

Percent

14.8
17.2
34.4
23.4
8.6
1.7

100.0
$3,777

Oth er self-i nsurers
Number

20
28
31
30
26
14

149
X = $6

Percent

13.4
18.8
20.8
20.1
17.4
9.4

100.0
,186

ut
ON

w
a

I

Ch i -square= 59.54** wi th  10 degrees of freedom. 
Columns may not add to total due to roundi ng.
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Table 422 
Regressi on Analysi s of Lump-Sum Payments

Dependent vari able - net lump-sum payment to clai mant 
X = $5962

X
.326
.167
.708
.370
.246
$232
.311
.042
.266
.096
.003
.008
.025
.015
.440
.123
.194
.570
.103

Independent vari ables
Bi g th ree
Oth er self-i nsurers
Detroi t
Age (55 or over)
Female
Earni ngs (week ly)
Hospi tali zed
Fatali ty
Week ly compensati on
Multi ple spells
Burn
Cut
Fracture
Inflammati on
Multi ple i nj uri es
Oth er i nj uri es
Back  i nj uri es
Multi ple parts
Body system
Constant

8
-2551.0
-1538.2
- 961.8
- 836.3
279.9
11.43
1554.4
671.1
3584.8
2072.0
-4208.1
- 675.4
936.3
942.7

- 713.4
523.5
3223.0
1565.2
1092.4
2456.6

se
548.8
633.8
504.5
495.7
553.6
2.64
487.3
1132.3
642.6
906.5
4178.2
2494.1
1485.9
1836.1
679.3
1171.5
844.2
827.6
1312.9

t
4.65**
2.43*
1.91
1.69
.51

4.33**
3.19**
.59

5.58**
2.29*
1.01
.27
.63
.51
1.05
.45
3.82**
1.89
.83

n = 718
F(21, 696) = 10.73**
R2 = .245
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th e ch aracteri sti cs are entered i nto th e regressi on i n bi vari ate 
form, th at i s, th ey are ei th er present or absent. Furth er, to 
avoi d stati sti cal over-determi nati on of th e system, th ere 
must be an omi tted category i n each  i nstance wh ere th e full 
set of ch aracteri sti cs would exh aust th e populati on. For ex 
ample, th e fi rst i ndependent vari able li sted represents th e bi g 
th ree as th e i nsurer i n th e case; th e second represents oth er 
self-i nsurers. Each  reported coeffi ci ent measures th e di f 
ference th at th e presence of th at i nsurer type mak es, on 
average across th e sample, wh en compared to th e carri er 
group (th e omi tted category).

In th e case of th e bi g th ree, table 4-22 sh ows th at, on th e 
average and wh en controlli ng for all th e oth er ch aracteri sti cs 
li sted as i ndependent vari ables, th e bi g th ree pay $2,551 less 
per lump-sum payment th an do carri ers. Furth ermore, th e 
t-stati sti c reported i n th e ri gh t-h and column sh ows th at th i s 
number i s j udged, on th e th e basi s of th e vari ati on i n th e 
sample, to be stati sti cally si gni fi cant. Th us, one can be 99 
percent sure th at th e bi g th ree really do pay less on th e basi s 
of th e evi dence of th e MCCS.

Th e analogous conclusi on for th e oth er self-i nsurers i s th at 
th ey pay $1,538 less per case, wh en controlli ng for th e oth er 
ch aracteri sti cs li sted, th an would a carri er. In th i s i nstance, 
th e t-stati sti c i ndi cates th at one can be 95 percent certai n th at 
th ere i s a di fference between th ese two groups. It i s very i m 
portant to poi nt out th at th i s analysi s does not say wh y th e 
di fference exi sts. Clearly, th e speci fi ci ty of th e i nformati on 
about th e cases i s not very great, and i t may very well be th at 
carri er cases and self-i nsurer cases di ffer systemati cally i n 
ways not measured adequately i n table 4-22. Th at i s wh y 
th ese results sh ould be tak en as suggesti ve rath er th an deter 
mi nati ve.

It i s worth wh i le poi nti ng out th at th e multi vari ate analysi s 
h as reduced th e average di fference between carri er cases and



Benefi t Deli very 159

bi g th ree cases from th e $3,559 sh own i n table 4-21 to $2,551 
h ere. It i s li k ely th at th e addi ti on of more and better i nfor 
mati on about th e parti culars of th e case would reduce th i s 
"unexplai ned" di fferenti al sti ll more.

Th e Detroi t vari able i ndi cates th at th e li ti gati on ori gi nated 
i n one of th e fi ve counti es mak i ng up th e Detroi t SMSA. 
Si nce th i s i s a bi nary vari able, th e i nfluence of Detroi t as a 
locati on i s measured agai nst th e balance of th e state. 
Accordi ng to table 4-22, even th ough  Detroi t lump-sum 
cases recei ve $962 less, wh en controlli ng for th e oth er factors 
li sted, th i s i s not suffi ci ent to rej ect th e null h ypoth esi s th at 
th e average payment i s th e same. In oth er words, on th e basi s 
of th e evi dence i n th e MCCS, i t cannot be concluded th at 
Detroi t cases recei ve si gni fi cantly smaller payments th an 
cases from oth er parts of th e state.

Th e same i s true for th e bi nary vari able called age, wh i ch  
represents th e i nfluence on th e si ze of th e lump-sum i f th e 
clai mant i s 55 or older. Th e age 55 and over group recei ves 
$836 less on th e average, but based on th e sample evi dence 
th i s i s not suffi ci ent to rej ect th e h ypoth esi s th at th ey are 
pai d th e same. Th e female vari able also fai ls th e test of 
stati sti cal si gni fi cance and th erefore th e conclusi on i s th at 
men and women are treated si mi larly i n th e redempti on pro 
cess.

It i s i nteresti ng to consi der th ese results i n combi nati on 
wi th  th ose reported i n ch apter 3 on th e probabi li ty of li ti ga 
ti on (table 3-12) and th e probabi li ty of redempti on gi ven 
li ti gati on (table 3-27). A Detroi t ori gi n was earli er sh own to 
h ave a powerful i nfluence on th e li k eli h ood of li ti gati on, but 
not on th e probabi li ty of redempti on. Here i t h as been deter 
mi ned th at Detroi t cases are also not pai d si gni fi cantly less 
wh en th ey are redeemed. In th e case of age, table 3-12 sh ow 
ed th at clai ms from older work ers are si gni fi cantly more li k e 
ly to be li ti gated. Furth er, table 3-27 demonstrated th at age
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was one of th e most powerful i nfluences on th e probabi li ty 
of redempti on. Th e present analysi s i ndi cates th at older 
work ers do not recei ve si gni fi cantly smaller settlements.

For females, an enti rely di fferent pattern h as emerged. 
Women are no more li k ely th an men to be i nvolved i n li ti ga 
ti on. But once th ey are, table 3-27 reported th at th ey are 
si gni fi cantly more li k ely to experi ence a redempti on th an 
men. Table 4-22 i ndi cates th at th ere i s no di fference i n th e 
si ze of th e redempti on settlements, h owever. Th ere i s no easy 
explanati on for th ese di fferent patterns by demograph i c 
group.

Th e regressi on results for week ly earni ngs reported i n 
table 4-22 are fortunately more understandable. Th e coeffi  
ci ent reports th e average associ ati on between reported week  
ly earni ngs before di sablement and th e si ze of th e lump-sum 
payment. It i ndi cates th at each  dollar of week ly earni ngs 
produces an average of $11.43 i n th e redempti on settlement. 
It i s reassuri ng to fi nd th e coeffi ci ent i s posi ti ve and si gni fi  
cant, si nce th e i ndemni ty under week ly payments would tend 
to be proporti onal to th e earni ngs level.

Th e rest of th e vari ables i n table 4-22 represent th e nature 
of th e i nj ury or di sabi li ty i n vari ous ways. Th e results i n 
di cate th at th e fact th at th e clai mant was h ospi tali zed at 
some poi nt i n th e li fe of th e case i s associ ated wi th  rough ly 
$1,550 addi ti onal i n lump-sum i ndemni ty. If th e clai mant 
ever recei ved week ly compensati on payments i n connecti on 
wi th  th e clai med di sabi li ty, th e coeffi ci ent for week ly com 
pensati on sh ows th at th i s yi elds $3,585 on th e average i n 
lump-sum payment wh en compared to th ose wh o h ad never 
recei ved week ly payments. Furth er, i f th ere were multi ple 
spells of week ly compensati on payments, table 4-22 reports 
th at th i s i s worth  an addi ti onal $2,072.

Th ese results could be i nterpreted i n a way consi stent wi th  
th e earli er di scussi on of nui sance clai ms. Th e more si gni fi -
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cant clai ms may be th ose th at h ave demonstrated th ei r 
"worth " by previ ously quali fyi ng for di sabi li ty benefi ts. 
Th ese mi gh t be regarded as th e cases th at genui nely requi red 
li ti gati on. Th e remai nder, wh at are regarded by i nsurers as 
less worth y clai ms, tend to be cash ed out for relati vely small 
amounts. Th us th e case vari ables j ust reported may be 
associ ated wi th  th e "worth y" clai ms and h ave large posi ti ve 
coeffi ci ents as a result.

Th e last group of vari ables relates speci fi cally to th e type 
of i nj ury reported or th e part of th e body i nj ured. Th ese 
vari ables h ave been revi ewed before so li ttle attenti on wi ll be 
pai d to th em h ere. It i s surpri si ng th at th ey performed so 
poorly i n th i s regressi on, gi ven th ei r i mportance i n 
associ ati ng wi th  th e li k eli h ood of li ti gati on. Only th e back  
i nj ury vari able i s si gni fi cant i n table 4-22. Accordi ng to th e 
regressi on, th e average back  i nj ury recei ves an addi ti onal 
$3,223 i n lump-sum payments. Th i s result would seem to 
contradi ct th e conventi onal wi sdom about nui sance clai ms, 
wh i ch  mi gh t lead one to expect a negati ve coeffi ci ent for 
back  i nj ury clai ms. Results i n ch apter 3 demonstrated th at 
back  i nj uri es are si gni fi cantly more li k ely to be li ti gated, but 
h ere i t i s sh own th at th ey recei ve larger settlements. Th i s may 
reflect th e evi denti ary problems i n back  i nj ury clai ms.

As i ndi cated at th e begi nni ng of th i s di scussi on, one 
sh ould not try to mak e too much  of any of th ese results. Th e 
regressi on equati on only explai ned one-fourth  of th e vari a 
ti on i n th e si ze of lump-sums to begi n wi th . Yet, th e lack  of 
pattern to th e results di scussed h ere i s troubli ng. Th e most 
i mportant conclusi on i s si mply th at th e lack  of i nformati on 
avai lable on th ese redempti on settlements creates a very 
si gni fi cant barri er to understandi ng. Th ere i s not enough  i n 
formati on about th e cases to percei ve th e patterns th at may 
be present. As a result, th i s analysi s must be regarded as 
somewh at speculati ve.
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Th e last task  i n descri bi ng th e i ndemni ty payments to 
li ti gated cases i n Mi ch i gan* s work ers* compensati on system 
i s to bri ng togeth er th e week ly payments and th e lump-sum 
i ndemni ty payments to get th e total i ndemni ty pai d. As wi ll 
be sh own later, not all th e week ly benefi ts were pai d after th e 
clai m was contested; but from a closed case poi nt of vi ew 
th i s i s th e most complete way to look  at i ndemni ty payments.

Table 4-23 presents th ese data for th e li ti gated cases i n th e 
MCCS. Th e domi nance of th e lump-sums i s very clear wh en 
table 4-23 i s compared to tables 4-21 and 4-11 wh i ch  reported 
lump-sums and week ly payment amounts, respecti vely. Th e 
average i ndemni ty payments i n table 4-23 are very close to 
th ose of th e lump-sum results. Th i s reflects th e fact reported 
earli er th at about 75 percent of li ti gated cases h ad recei ved 
no week ly payments at all.

It i s also apparent from table 4-23 th at th e li ti gati on pro 
cess does serve to screen out some cases. Rough ly one 
li ti gated case i n si x comes out of th e process wi th  no compen 
sati on at all. It i s possi ble th at th ese cases can come around 
agai n i n some i nstances, but th e conclusi on must be th at th e 
li ti gati on process does serve to di squali fy some clai ms. 
However, wi th out better i nformati on i t i s not possi ble to 
reach  a j udgment as to th e effi cacy of th e screeni ng.

It i s noteworth y th at th e di fferences among th e th ree i n 
surer types i n total i ndemni ty are stati sti cally si gni fi cant ac 
cordi ng to table 4-23. Furth er, i t seems appropri ate to ques 
ti on wh y th e rank  orderi ng of th e th ree i nsurer types sh ould 
be th e reverse of th ei r wage levels and week ly compensati on 
rates. Earli er i n th e ch apter, i t was speculated th at perh aps 
th e great i nci dence of li ti gated clai ms i n th e auto i ndustry 
serves i n effect to depreci ate th e value of th e clai ms. Th i s ex 
planati on does not fi t th e oth er self-i nsured employers, 
h owever, si nce th ei r i nci dence of li ti gati on i s lower th an th e 
carri er group.



Table 4-23
Total Indemni ty Recei ved by Insurer Type 

Li ti gated Cases

Insurer type
Total i ndemni ty recei ved

None
$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
$16,001 - $32,000
Over $32,000
Total
Mi ssi ng cases
Grand total

Total
Number

209
28
12
24
55
157
239
192
141
90
32

1,179
45

1,224

Percent

17.7
2.4
1.0
2.0
4.7
13.3
20.3
16.3
12.0
7.6
2.7

100.0

Carri er
Number Percent

89
5
6
13
21
74
103
97
88
62
21
579
X

15.4
0.9
1.0
2.2
3.6
12.8
17.8
16.8
15.2
10.7
3.6

100.0
= $7,527

Bi g
Number

85
17
2
4
24
53
103
70
26
8
6

398

th ree
Percent

21.4
4.3
0.5
1.0
6.0
13.3
25.9
17.6
6.5
2.0
1.5

100.0
X = $3,696

Oth erself-i nsurers
Number Percent

35
6
4
7
10
30
33
25
27
20
5

202
X

17.3
3.0
2.0
3.5
5.0
14.9
16.3
12.4
13.4
9.9
2.5

100.0
= $6,165

Ch i -square = 83.29** wi th  20 degrees of freedom 
Columns may not add to total due to foundi ng.

Ia*

ON
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How Soon Is It Paid

Th e questi on of ti meli ness of benefi ts i s a cri ti cal one i n 
th e evaluati on of an i ncome mai ntenance system. Adequate 
benefi ts th at do not commence promptly do not accompli sh  
th e j ob. Th i s i s especi ally true i n th e case of work ers' com 
pensati on, si nce one of th e reasons for th e establi sh ment of 
th e system 70 years ago was di ssati sfacti on wi th  th e long 
delays i nh erent i n th e tort li abi li ty system. As th i s 
monograph  h as demonstrated, th ere are two very di fferent 
work ers' compensati on systems i n Mi ch i gan. Th e unli ti gated 
cases are processed i n a manner consi stent wi th  th e ori gi nal 
no-fault pri nci ples of work ers' compensati on. Th e li ti gati on 
process i n Mi ch i gan, h owever, i s a rei ncarnati on of tort 
li abi li ty wi th  reduced monetary stak es. Because th ese 
systems are so di fferent, th ey wi ll be treated separately h ere. 
Fi rst th e ti meli ness of payment to unli ti gated cases wi ll be 
assessed. Th en th e delays i n th e li ti gati on process wi ll be 
descri bed.

Unlitigated

Table 4-24 sh ows th e ti me elapsed from th e i nj ury date to 
th e date of di sablement by i nsurer type for unli ti gated cases 
i n th e MCCS. In oth er words, th i s table addresses th e ques 
ti on of h ow long i t i s from th e i nj ury unti l th e work er i s forc 
ed off h i s or h er j ob by th e consequences of th at i nj ury. 
Wh i le table 4-24 mak es i t clear th at a maj ori ty of clai mants 
are di sabled i mmedi ately by th ei r i nj uri es, th ere are a sur 
pri si ng number of i nstances wh ere th i s i s not th e case. In 
fact, nearly 20 percent of th e ti me th e fi rst day of di sabi li ty i s 
reported to be more th an one week  after th e i nj ury. Th i s i s 
true for almost 30 percent of th e bi g th ree cases.

Th i s result i s confi rmed by table 4-25, wh i ch  measures th e 
same basi c i nterval by a di fferent meth od. Table 4-25 reports 
th e number of days between th e i nj ury and th e last day of



Table 4-24
Inj ury Date to Date of Di sablement by Insurer Type 

Unli ti gated Cases

Insurer type

Inj ury date to 
date of di sablement

0 or 1 day
2 to 7 days
8 to 14 days
15 to 30 days
31 to 60 days
61 to 120 days
Over 120 days
Total
Mi ssi ng cases
Grand total

Total
Number

551
158
62
40
29
18
24

882
72
954

Percent

62.5
17.9
7.0
4.5
3.3
2.0
2.7

100.0

Carri er
Number

356
84
32
24
15
8

11
530

Percent

67.2
15.8
6.0
4.5
2.8
1.5
2.1

100.0

Bi g th ree
Number

54
28
8
7
5
6
9

117

Percent

46.2
23.9
6.8
6.0
4.3
5.1
7.7

100.0

Oth er self-i nsurers
Number

141
46
22
9
9
4
4

235

Percent

60.0
19.6
9.4
3.8
3.8
1.7
1.7

100.0

Ch i -square=34.00** wi th  12 degrees of freedom. 
Columns may not add to total due to roundi ng.

Cft

i  I



Table 4-25 
Inj ury Date to Last Day of Work  by Insurer Type

Insurer type
Inj ury date to 
last day of work

None 
1 to 7 days
8 to 14 days
15 to 30 days
31 to 60 days
61 to 120 days
Over 120 days
Total
Mi ssi ng cases
Grand total

Total
Number

563 
161
35
33
20
17
15

844
110
954

Percent

66.7 
19.1
4.1
3.9
2.4
2.0
1.8

100.0

Carri er
Number

352 
92
17
17
8
8
5

499

Percent

70.5 
18.4
3.4
3.4
1.6
1.6
1.0

100.0

Bi g th ree
Number

65
17
7
8
6
5
7

115

Percent

56.5 
14.8
6.1
7.0
5.2
4.3
6.1

100.0

00 n

Oth er self-i nsurers 2,
Number

146 
52
11
8
6
4
3

230

Percent o

63.5 | 
22.6 <3
4.8
3.5
2.6
1.7
1.3

100.0

Ch i -square = 33.90** wi th  12 degrees of freedom. 
Columns may not add to total due to roundi ng.
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work . In two-th i rds of th ese unli ti gated cases, th e i nj ury date 
was th e last day of work . But th at means th at i n one-th i rd of 
th e cases, th e clai mant conti nued at work  after th e i nj ury. 
Th e si gni fi cance of th i s result from th e poi nt of benefi t 
deli very i s unclear, but i t i s a very i mportant observati on 
from an analyti cal perspecti ve. If a large proporti on of 
clai mants conti nue to work  after th e i nj ury, th e i nj ury date 
cannot be th e most useful poi nt to regard as th e ori gi n of th e 
case.

Accordi ngly, table 4-26 reports th e di fference between th e 
last day of work  and th e date of th e fi rst compensati on pay 
ment for unli ti gated cases by i nsurer type. Si nce th e fi rst 
seven days of di sabi li ty are not compensable, one would not 
expect payments to be made wi th i n th e fi rst week . Table 4-26 
basi cally confi rms th i s, even th ough  th ere are a few cases 
reported as bei ng pai d wi th i n seven days. Over one-th i rd (37 
percent) of th e compensated cases are pai d wi th i n th e fi rst 
week  after eli gi bi li ty i s establi sh ed (nearly one-h alf for th e 
bi g th ree). An addi ti onal 42 percent are pai d wi th i n th e next 
two week s, th at i s, wi th i n th e second or th i rd week  after 
eli gi bi li ty. Less th an one clai mant i n fi ve must wai t as long as 
30 days for th e fi rst benefi t ch eck . For th e self-i nsured 
populati on, i t i s only one i n ten.

Th i s measure of ti meli ness could be regarded as somewh at 
unfai r by i nsurers, si nce th e wai ti ng peri od i s counted as a 
payment delay i n table 4-26, wh en th e i nsurer may not k now 
th at th e clai m i s compensable unti l th e seven days h ave pass 
ed. Table 4-27 sh ows th at th ere i s even less delay wh en th e i n 
terval i s measured from th e fi rst day th at was actually com 
pensated unti l th e date of th e payment. By th i s cri teri on, 
about 85 percent of unli ti gated cases are pai d wi th i n 30 days.

Analysi s by i nsurer type sh ows th at 80 percent of carri er 
cases and 92 percent of self-i nsured cases meet th i s test of 
ti meli ness of payment for unli ti gated cases. Presumably th e



Table 4-26
Last Day of Work  to Date of Fi rst Payment by Insurer Type 

Unli ti gated Cases

Insurer type
Last day of work

to date of
fi rst payment

1 to 7 days
8 to 14 days
15 to 30 days
31 to 60 days
61 to 120 days
Over 120 days
Total
Mi ssi ng cases
Grand total

Total

Number

20
307
350
112
28
13

830
124
954

Percent

2.4
37.0
42.2
13.5
3.4
1.6

100.0

Carri er

Number

8
170
191
84
26
10

489
X =

Percent

1.6
34.8
39.1
17.2
5.3
2.0

100.0
28.2

Bi g th ree

Number

3
56
47
8
0
3

117
X =

Percent

2.6
47.9
40.2
6.8
0.0
2.6

100.0
31.9

Oth er self-i nsurers

Number

9
81
112
20
2
0

224
X =

Percent

4.0
36.2
50.0
8.9
0.9
0.0

100.0
19.1

Ch i -square = 43.25** wi th  10 degrees of freedom. 
Columns may not add to total due to foundi ng.
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Table 4-27
Fi rst Day Compensated to Date of Fi rst Payment by Insurer Type 

Unli ti gated Cases

Insurer type
Fi rst day

compensated to date
of fi rst payment

0 to 7 days
8 to 14 days
15 to 30 days
31 to 60 days
Over 60 days

Total
Mi ssi ng cases
Grand total

Total
Number

105
362
282
99
36
884
70
954

Percent

11.9
41.0
31.9
11.2
4.1

100.0

Carri er
Number

56
198
171
75
33
533

Percent

10.5
37.1
32.1
14.1
6.2

100.0

Bi g th ree
Number

19
66
26
8
1

120

Percent

15.8
55.0
21.7
6.7
0.8

100.0

Oth er self-i nsurers
Number

30
98
85
16
2

231

Percent

13.0
42.4
36.8
6.9
0.9

100.0

Ch i -square = 40.83** wi th  8 degrees of freedom. 
Columns may not add to total due to roundi ng.
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extra layer of bureaucracy i nvolved i n noti fi cati on to th e car 
ri er by th e employer accounts for th e extra delay i n cases 
from th e carri er sector. Th ere i s no i nformati on i n th e case 
records about wh en th e carri er was noti fi ed of th e i nj ury, so 
th i s cannot be i nvesti gated wi th  th e present data base. Th ere 
i s also no way of determi ni ng wh at th e source of delay may 
be i n th e slower cases, noth i ng i n th e case records suggests 
any parti cular cause. In any event, th e conclusi on i s th at for 
unli ti gated cases th e payment delays are not i ntolerable. Th e 
bulk  of th e cases are processed and pai d wi th out maj or i nci  
dent. Unfortunately, li ti gated cases are anoth er matter en 
ti rely.

Litigated

Th e i mportant dates are not th e same for li ti gated and 
unli ti gated cases, and i t wi ll not be possi ble to reach  such  a 
qui ck  j udgment on th e ti meli ness questi on. But th e same 
basi c ph i losoph y of di vi di ng th e delay i nto th at porti on due 
to recogni ti on or mani festati on of th e di sabi li ty and actual 
payment delay wi ll be followed. In addi ti on, for th e li ti gated 
cases th e admi ni strati ve delays wi ll be h i gh li gh ted si nce th i s 
i s an area wh ere poli cy could h ave a si gni fi cant i mpact.

As was poi nted out i n ch apter 3, nearly h alf of all li ti gated 
cases i nvolve clai ms of multi ple i nj uri es; one-quarter sh ow 
multi ple i nj ury dates. Th us th e questi on of wh en th e i nj ury 
occurred, or exactly wh at th e i nj ury was, i s not easy to 
answer i n many li ti gated cases. For th e purposes of analysi s, 
th e last i nj ury date reported wi ll be used. Th i s may di stort 
th e ti meli ness measures somewh at, parti cularly si nce th e 
Mi ch i gan statute defi nes th e last day of work  as th e i nj ury 
date for occupati onal di seases and i nj uri es not attri butable 
to a si ngle event. Relati ve to th e magni tude of li ti gati on 
delays, h owever, th i s wi ll not be a maj or problem.

Table 4-28 sh ows th e elapsed ti me from th e last i nj ury date 
to th e date of appli cati on for h eari ng by i nsurer type. For



Table 4-28 
Last Inj ury to Appli cati on for Heari ng by Insurer Type

Last i nj ury to 
appli cati on for h eari ng

To 1 month
1 to 3 month s
3 to 6 month s
6 to 12 month s
1 to 2 years
2 to 4 years
4 to 8 years
Over 8 years
Total
Mi ssi ng cases
Grand total

Total
Number Percent

118
163
169
174
199
156
78
28

1,085
139

1,224

10.9
15.0
15.6
16.0
18.3
14.4
7.2
2.6

100.0

Carri er
Number Percent

53 10.0
81 15.3
91 17.2
95 17.9
87 16.4
74 14.0
36 6.8
13 2.5

530 100.0
X = 531
(days)

Insurer type
Bi g th ree

Number Percent

48 12.8
58 15.4
50 13.3
50 13.3
74 19.7
54 14.4
29 7.7
13 3.5

376 100.0
X = 605
(days)

Oth erself-i nsurers
Number Percent

17
24
28
29
38
28
13
2

179

9.5
13.4
15.6
16.2
21.2
15.6
7.3
1.1

100.0
X = 492
(days)

Ch i -square= 12.77 wi th  14 degrees of freedom. 
Columns may not add to total due to foundi ng.
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nearly 25 percent of li ti gated cases, th ere i s a gap of more 
th an two years from th e i nj ury date to th e i ni ti ati on of th e 
li ti gated clai m. Over h alf th e li ti gated cases are i ni ti ated 
wi th i n one year of th e i nj ury date, but only 11 percent wi th i n 
one month . Of course th ere i s no way of telli ng di rectly wh at 
was h appeni ng i n th e i nteri m. It i s possi ble th at th e clai mant 
was tryi ng to establi sh  h i s or h er clai m th rough out th e peri od 
and only resorted to th e li ti gati on procedure as a last resort. 
It i s safe to assume i n oth er cases th at th e fi rst th e employer 
or i nsurer ever h ears of th e i nj ury i s wh en th e appli cati on for 
h eari ng i s served. Wh atever th e reason, i t i s astoni sh i ng th at 
th ese li ti gated cases are already so old at th ei r ori gi n. Th e 
average li ti gated case i s already 550 days old wh en th e clai m 
i s i ni ti ated. It i s also worth  noti ng th at th ere i s no stati sti cally 
si gni fi cant di fference among i nsurer types i n th i s appli cati on 
delay.

Table 4-29 sh ows th at th e appli cati on delay i s less pro 
nounced wh en measured from th e last day of work . Over 30 
percent of th e li ti gated cases i nvolve a gap of more th an one 
year from termi nati on of employment to clai m i ni ti ati on. 
Presumably th i s reflects clai ms from reti rees and occupa 
ti onal di sease and cumulati ve trauma cases. Clearly, th e fi rst 
i mportant delay i n compensati on for li ti gated work ers' com 
pensati on clai ms i n Mi ch i gan ari ses at th e clai mant level. Th e 
clai ms for compensati on th emselves are certai nly not ti mely. 
On th e average, exactly one year h as elapsed si nce th e last 
day of work  wh en a li ti gated work ers' compensati on clai m 
enters th e system.

Table 4-30 mak es i t clear th at th e system also contri butes 
to delays, h owever. Accordi ng to th e sample cases i n th e 
MCCS, only about 26 percent of all li ti gated cases reach  a 
h eari ng i n less th an 12 month s from appli cati on. More th an 
15 percent of th e li ti gated cases tak e over 24 month s to come 
to a h eari ng. Th ere are si gni fi cant di fferences by i nsurer type



Table 4-29 
Last Day of Work  to Appli cati on for Heari ng by Insurer Type

Last day of work
to appli cati on
for h eari ng

To 1 month
1 to 3 month s
3 to 6 month s
6 to 12 month s
1 to 2 years
2 to 4 years
4 to 8 years
Over 8 years
Total
Mi ssi ng cases
Grand total

Total

Number Percent

119
139
121
124
130
65
28
7

733
491

1,224

16.2
19.0
16.5
16.9
17.7
8.9
3.8
1.0

100.0

Carri er

Number Percent

50 14.6
69 20.1
58 16.9
67 19.5
54 15.7
33 9.6
8 2.3
4 1.2

343 100.0
X = 352
(days)

Insurer type
Bi g th ree

Number Percent

52 20.1
50 19.3
37 14.3
29 11.2
54 20.8
24 9.3
11 4.2
2 0.8

259 100.0
X = 355
(days)

Oth er self-i nsurers

Number Percent

17 13.0
20 15.3
26 19.8
28 21.4
22 16.8
8 6.1
9 6.9
1 0.8

131 100.0
X = 369
(days)

Ch i -square = 23.87* wi th  14 degrees of freedom. 
Columns may not add to total due to roundi ng.
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Table 4-30 
Appli cati on for Heari ng to Heari ng by Insurer Type

Insurer type

Appli cati on for
h eari ng to h eari ng

To 6 month s
6 to 12 month s
12 to 18 month s
18 to 24 month s
24 to 36 month s
Over 36 month s
Total
Mi ssi ng cases
Grand total

Total
Number

18
204
364
133
89
45
853
371

1,224

Percent

2.1
23.9
42.7
15.6
10.4
5.3

100.0

Carri er
Number Percent

15
127
166
56
34
16

414

3.6
30.7
40.1
13.5
8.2
3.9

100.0
X = 493
(days)

Bi g th ree
Number Percent

0
52
134
51
43
18

298

0.0
17.4
45.0
17.1
14.4
6.0

100.0

Oth er self-i nsurers
Number Percent

3
25
64
26
12
11

141
X = 597
(days)

2.1
17.7
45.4
18.4
8.5
7.8

100.0
X = 565
(days)

Ch i -square = 40.34** wi th  10 degrees of freedom. 
Columns may not add to total due to roundi ng.
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wi th  th e carri er segment sh owi ng less delay th an th e self- 
i nsured. Neverth eless, th e overwh elmi ng i mpressi on i s of 
very consi derable delays i n adj udi cati on wi th  an average of 
540 days from appli cati on to h eari ng date.

Th ese long delays are th e consequence of an overburdened 
adj udi cati ve system, but th ey also serve to rei nforce th e 
duali ty i n Mi ch i gan's work ers' compensati on system. Such  
delays mak e i t i mpossi ble for a di sabled work er wh o requi res 
i ncome mai ntenance i mmedi ately to resort to th e system. 
Th us th e ori gi nal functi on of th e h eari ngs process i s 
frustrated and i t i s converted even more completely to a 
lump-sum i mpai rment system i nh abi ted pri mari ly by 
clai mants wi th  anoth er source of i ncome.

In addi ti on, th e structure of attorneys' fees i n th e 
Mi ch i gan system does not reward swi ftness. In cases wh ere 
week ly benefi ts are awarded, attorneys are allowed up to 30 
percent of th e accrued li abi li ty. Th e i ncenti ves h ere are too 
obvi ous. Th e i nteresti ng questi on i s wh at would be th e delay 
i n reach i ng a h eari ng i f th e large number of cases th at do not 
go to a full h eari ng of th e facts (i .e., redempti ons) were not 
present to clog th e adj udi cati on system.

Table 4-31 adds th e appli cati on delay and th e ad 
mi ni strati ve h eari ng delay togeth er to measure th e total ti me 
elapsed from th e last day of work  to th e date of th e h eari ng. 
Recalli ng th e di sti ncti on developed earli er between th e date 
of appli cati on for h eari ng and th e last i nj ury date, th i s table 
provi des a measure of th e evi denti ary problems i n ad 
j udi cati ng th ese clai ms. Less th an 10 percent of li ti gated 
clai m h eari ngs i nvolve parti es wh o h ave been i n an employer 
to employee relati onsh i p i n th e last year.

Almost h alf of th e cases i nvolve parti es wh o h ave not been 
associ ated wi th  each  oth er for th e last two years. Earli er 
evi dence made clear th at th i s does not reflect a long peri od of



Table 4-31 
Last Day of Work  to Heari ng by Insurer Type

Last day of work  
to h eari ng

To 1 month
6 to 12 month s
1 to 2 years
2 to 4 years
4 to 8 years
Over 8 years
Total
Mi ssi ng cases
Grand total

Total
Number

1
45
279
222
80
16

643
581

1,224

Percent

0.2
7.0
43.4
34.5
12.4
2.5

100.0

Carri er
Number Percent

1
35
124
97
32
9

298

0.3
11.7
41.6
32.6
10.7
3.0

100.0
X = 912
(days)

Insurer type
Bi g th ree

Number Percent

0 0.0
5 2.2

106 46.7
81 35.7
30 13.2
5 2.2

227 100.0
X = 964
(days)

Oth er self-i nsurers
Number Percent

0 0.0
5 4.2
49 41.5
44 37.3
18 15.3
2 1.7

118 100.0
X = 974
(days)

Ch i -square = 23.33** wi th  10 degrees of freedom. 
Columns may not add to total due to roundi ng.
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di sabi li ty wi th  week ly compensati on payments, but rath er a 
severance of th e employment relati onsh i p for th e durati on of 
th e delay i n most cases. Th e li ti gati on system i s attempti ng to 
cope wi th  very old i nj uri es i n di sputes among employers and 
employees wh o probably h ave trouble rememberi ng each  
oth er. For th e average li ti gated case, i t i s 943 days si nce th e 
last day of work  at th e ti me of th e h eari ng. Th i s i s truly an 
i mpossi ble burden.

Th e last table relati ng to ti meli ness of benefi ts measures 
th e total admi ni strati ve li fe of li ti gated cases from th e 
perspecti ve of th e Bureau of Work ers' Di sabi li ty Compensa 
ti on. Table 4-32 sh ows th e ti me from th e appli cati on for 
h eari ng to th e report of Stoppi ng of Compensati on 
Payments (Form 102), wh i ch  si gnals th e Bureau th at all 
payments h ave been completed and th e case i s ready to be 
reti red. Th i s measure sh ould not be tak en to represent a pay 
ment delay, si nce i t i ncludes th e admi ni strati ve delays plus 
any week ly benefi t payment durati on th at results from th e 
li ti gati on process. But i t does represent th e track i ng burden 
on th e Bureau resulti ng from th e li ti gati on rate. Over 80 per 
cent of li ti gated work ers' compensati on cases are i n th e 
system more th an a year, 20 percent for more th an two years. 
Th i s i s qui te astoni sh i ng wh en i t i s reali zed th at most of th em 
are si mply compromi sed out anyway. Th i s i s a tremendous 
admi ni strati ve burden to pay for very li ttle return i n terms of 
actual clai ms adj udi cati on.



Table 4-32 
Appli cati on for Heari ng to Form 102 by Insurer Type

Insurer type
Appli cati on for 

h eari ng to Form 102

To 1 month
1 to 3 month s
3 to 6 month s
6 to 12 month s
1 to 2 years
2 to 4 years
4 to 8 years
Over 8 years
Total
Mi ssi ng cases
Grand total

Total
Number

5
5
16

153
522
143
34
6

884
340

1,224

Percent

0.6
0.6
1.8
17.3
59.0
16.2
3.8
0.7

100.0

Carri er
Number Percent

5
2
11
98
237
62
13
3

431

1.2
0.5
2.6
22.7
55.0
14.4
3.0
0.7

100.0
X = 505
(days)

Bi g th ree
Number Percent

0
1
4
40
187
57
13
2

304

0.0
0.3
1.3
13.2
61.5
18.8
4.3
0.7

100.0
X = 619
(days)

Oth er self-i nsurers
Number Percent

0
2
1

15
98
24
8
1

149

0.0
1.3
0.7
10.1
65.8
16.1
5.4
0.7

100.0
X = 630
(days)

Ch i -square=31.47** wi th  14 degrees of freedom. 
Columns may not add to total due to roundi ng.
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Conclusi ons to th i s exami nati on of th e ti meli ness of 
benefi ts for li ti gated cases seem anti cli macti c. Th e appli ca 
ti on delays are so massi ve as to mak e th e wh ole questi on of 
delays i rrelevant. Obvi ously th e li ti gati on process i n 
Mi ch i gan's work ers' compensati on system bears li ttle 
resemblance to a no-fault system. As h as been suggested 
earli er, i t look s remark ably li k e a tort li abi li ty system. Th e 
maj or di fference i s th at th e sums i n contenti on i n th ese pro 
ceedi ngs are qui te modest.

NOTES

1. Th ere i s some overlap wi th  materi al di scussed i n ch apter 2, wh ere th e 
overvi ew of compensati on payments was presented. Th ere wi ll be a good 
deal more detai l presented h ere, h owever.

2. Jolliff v. American Advertising, 49 Mi en App 1. Th i s was recently 
reversed i n Gussler v. Fairview, Mi ch i gan Supreme Court, No. 63538, 
December 30, 1981.

3. Th e Mi ch i gan legi slature saw fi t i n 1980 to completely revi se th e 
benefi t formula. Almost all work ers wi ll now recei ve 80 percent of after 
tax pay.

4. See ch apter 1 for th e di scussi on of th i s i ssue and th e compari son of 
empi ri cal results under th e two alternati ve sampli ng strategi es.

5. See Peter S. Barth  wi th  H. Allan Hunt, Workers' Compensation and 
Work-Related Illnesses and Diseases (Cambri dge, MA: MIT Press, 
1980), for an analysi s of th e occupati onal di sease problem i n work ers' 
compensati on.

6. For an earli er study of lump-sum payments i n Mi ch i gan, see James N. 
Morgan, Marvi n Sni der, and Mari on G. Sobol, Lump Sum Redemption 
Settlements and Rehabilitation: A Study of Workmen's Compensation 
in Michigan (Ann Arbor, MI: Insti tute for Soci al Research , Uni versi ty of 
Mi ch i gan, 1959).





SUMMARY and CONCLUSIONS

Th i s monograph  began wi th  th e tech ni cal descri pti on of 
th e data base, th e Mi ch i gan Closed Case Survey, because 
th at i s really wh at th e monograph  i s about. Th i s volume i s 
not a gui de to th e Mi ch i gan work ers' compensati on system; 
i t mak es no pretense of bei ng a complete revi ew of th e way 
work ers' compensati on functi ons i n Mi ch i gan. Wh at th e 
monograph  does try to do i s use one speci al k i nd of data 
source, a closed case survey, to measure th e adequacy and 
ti meli ness of benefi ts for Mi ch i gan work ers di sabled by ac 
ci dents or i llnesses ari si ng out of th ei r employment.

Th e questi on of sampli ng desi gn tak es on speci al i mpor 
tance i n th e context of th i s descri pti ve approach . If th e data 
base does not adequately represent th e work ers' compensa 
ti on system, a descri pti on of th e data base i s not very 
valuable. For th i s reason, extensi ve attenti on was gi ven to 
th e vari ous strategi es for sampli ng from a dynami c work ers' 
compensati on populati on i n ch apter 1. Each  sampli ng 
strategy was found to h ave i ts strength s and weak nesses.

Th e closed case strategy adopted h ere tends to produce a 
pi cture of th e work ers' compensati on system th at under- 
represents th e long di sabi li ty durati on cases. Th e advantage 
of th e closed case strategy i s th at i t mi ni mi zes uncertai nty 
about th e outcomes; th e sample can be collected at one poi nt

181
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i n ti me wi th out wai ti ng for straggler cases to be resolved. 
Th e di scussi on i n ch apter 1 also made th e poi nt th at i n 
Mi ch i gan th ere i s very li ttle alternati ve to a closed case desi gn 
i f one must depend on th e state's records of th e work ers' 
compensati on cases. Th ere si mply was no oth er feasi ble way 
to sample from th e populati on i n th e actual si tuati on th at 
presented i tself i n 1978.

Exami nati on of th e completed sample and compari son to 
oth er sources of i nformati on about th e Mi ch i gan work ers' 
compensati on case populati on sh owed th at th e actual bi ases 
of th e closed case desi gn were much  less th an feared. Th ere 
was an apparent defi ci t of long durati on week ly payment 
cases, but wh en durati ons were i mputed for th e lump-sum 
settlements, th e Mi ch i gan Closed Case Survey (MCCS) ac 
tually sh owed more cases wi th  durati on over four years th an 
th e i nsurance i ndustry found usi ng th e opposi te 
meth odology.

Compari son of th e MCCS to offi ci al Bureau of Work ers' 
Di sabi li ty Compensati on case stati sti cs for 1978 sh owed th at 
th e sample appropri ately represented th e i nsurer populati on 
as well. Insurance carri ers and self-i nsurers were represented 
i n correct proporti ons and th e large i ndi vi dual i nsurers also 
seemed to be represented i n th e appropri ate numbers i n th e 
data base. Th ere was one problem revealed by th e com 
pari son to Bureau stati sti cs, th ough . Th e MCCS does not 
contai n enough  j udges' opi ni ons or cases wi th drawn before 
adj udi cati on or di smi ssed by th e j udge.

Th i s apparently reflected an unexpected seasonali ty prob 
lem. Wh i le th ese cases were reti red by th e Bureau i n October 
and November of 1978, th e deci si ons h ad come pri mari ly 
from th e month  of August. It i s assumed th at th e problems 
wi th  th e sample reflect th e i nci dence of summer vacati ons 
for th e admi ni strati ve law j udges. Neverth eless, th e conclu 
si on was th at, overall, th e MCCS provi ded an adequate em-
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pi ri cal representati on of Mi ch i gan's work ers' compensati on 
case populati on i n 1978.

Ch apter 2 presented an empi ri cal overvi ew of th e 
Mi ch i gan work ers' compensati on experi ence.' It employed a 
wei gh ted combi nati on of th e li ti gated and unli ti gated 
samples to report stati sti cs on clai mant ch aracteri sti cs, th e 
ori gi n of th e clai m, and th e amount and durati on of compen 
sati on. Th e pri mary conclusi on from th i s exami nati on was 
th at commerci al work ers' compensati on i nsurance carri ers 
and self-i nsured employers are qui te di fferent i n almost 
every di mensi on of work ers' compensati on experi ence.

Th i s result h i gh li gh ts th e maj or contri buti on of th e 
MCCS, th e abi li ty to compare di fferent i nsurer types. To 
tak e maxi mum advantage of th i s fact, most analyses h ave 
been organi zed by type of i nsurer. Th rough out th e 
monograph , th e fact repeatedly emerges th at carri ers and 
self-i nsurers demonstrate very di fferent work ers' compensa 
ti on experi ences. Th i s i s most stri k i ng for th e bi g th ree auto 
producers. In th e proporti on of cases li ti gated, for i nstance, 
th e bi g th ree experi ence a 48 percent li ti gati on rate wh i le car 
ri ers only sh ow 22 percent and self-i nsurers oth er th an th e 
bi g th ree 19 percent. Th ese di fferences are very h i gh ly 
si gni fi cant stati sti cally.

Ch apter 2 also demonstrates th at despi te th e degree of 
contenti on, th e voluntary payment cases are sti ll domi nant. 
Nearly th ree-fourth s of Mi ch i gan work ers' compensati on 
clai ms are voluntari ly pai d by th e i nsurers. Neverth eless, ma 
j or attenti on i s di rected to th e i ssue of li ti gati on i n th i s 
monograph . Th ere are th ree reasons for th i s. Fi rst i s th e 
questi on of th e role of li ti gati on i n a work ers' compensati on 
system desi gned 70 years ago to eli mi nate li ti gati on. It was 
di ssati sfacti on wi th  th e li ti gi ous approach  to compensati ng 
i nj ured work ers early i n th i s century th at led to th e no-fault 
pri nci ple upon wh i ch  work ers' compensati on programs were 
bui lt.
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Second, i n a th eoreti cal context, th e wage-loss pri nci ple 
and lump-sum settlements are generally regarded as mutually 
exclusi ve. Yet i n Mi ch i gan th ese are two of th e mai n 
ch aracteri sti cs of th e work ers* compensati on system. Th i s 
calls for some explanati on. Last, a maj or sh are of th e 
Bureau of Work ers' Di sabi li ty Compensati on admi ni strati ve 
burden ari ses from th e li ti gated case populati on. For th i s 
reason alone, th e extent of li ti gati on and th e functi on of 
li ti gati on i n th e work ers' compensati on system i n Mi ch i gan 
are worth y of study.

Analysi s i n ch apter 2 sh ows th at th e meth od of resoluti on, 
geograph i cal locati on, nature of i nj ury, part of body i n 
j ured, level of di sabi li ty, reason payments ended, gender and 
age of clai mant, number of dependents, week ly earni ngs, 
and th e week ly benefi t amount all di ffer si gni fi cantly by i n 
surer type. Th ese results represent th e work i ng of a number 
of i nfluences, i ncludi ng th e wage levels, th e work er popula 
ti on covered, and th e extent of li ti gati on among th e di fferent 
i nsurer groups.

Th e extent of li ti gati on plays a strong explanatory role 
because li ti gated cases are so di fferent from unli ti gated 
cases. In general, th e data avai lable i n th e MCCS come from 
di fferent sources for li ti gated and unli ti gated cases. In both  
samples th e collecti on of th e data was ori ented to th e ad 
mi ni strati ve reports to th e Bureau of Work ers' Di sabi li ty 
Compensati on. Si nce most of th e i nformati on about 
li ti gated cases ori gi nates i n th e process of li ti gati on i tself, i t i s 
very strongly tai nted by th e process.

Th i s may be best i llustrated i n th e seemi ngly si mple 
descri pti ons of th e nature of th e i nj ury clai med and th e part 
of th e body affected. For unli ti gated cases th ese data come 
from a report fi led by th e employer at th e ti me of th e i nj ury. 
For li ti gated cases, th ey come from th e Peti ti on for Heari ng, 
wh i ch  i s th e form th at ori gi nates a li ti gated case. Inasmuch
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as th i s document establi sh es th e scope of th e clai m (and 
eventually th e scope of th e settlement) and si nce i t i s usually 
wri tten by th e clai mant's attorney, th e descri pti on of th e 
nature of th e i nj ury and th e part of th e body affected tak e on 
a rath er speci al mi ssi on. Th i s culmi nates i n th e clai m for 
wh at h as come to be called by some cri ti cs of th e system "an 
i nj ury to th e sk i n and i ts contents." Th e boi ler-plate ap 
proach  to descri bi ng th e source of a work er's clai med 
di sabi li ty mak es i t very di ffi cult to determi ne from th e of 
fi ci al case documents j ust wh at th e i nj ury really was.

From th e poi nt of th e stati sti cal tests of si gni fi cant di f 
ferences among i nsurer types i n ch apter 2, th e approach  also 
produces a possi bly spuri ous result. Si nce th e proporti on of 
li ti gated cases di ffers by i nsurer type, th e styli zed li ti gati on 
process i tself strongly affects th e compari sons. Because of 
th e boi ler-plate approach  to th e clai med i nj uri es i n li ti gated 
cases, th ey are frequently coded as multi ple i nj uri es. But i f 
th e i nci dence of li ti gated cases i s much  h i gh er for th e bi g 
th ree, th e i nci dence of multi ple i nj uri es i s also much  h i gh er. 
Th i s leads to th e conclusi on th at th e proporti on of di fferent 
types of i nj uri es vari es systemati cally wi th  i nsurer type. 
Wh at cannot be determi ned i s wh eth er th ere i s more li ti ga 
ti on because th ere are more multi ple i nj uri es, or wh eth er 
th ere are more multi ple i nj uri es reported because th ere i s 
more li ti gati on.

Th e i nci dence of li ti gati on and th e consequent i nci dence of 
lump-sum settlements (called redempti ons i n Mi ch i gan) com 
bi ned wi th  th e wage-loss ph i losoph y of th e Mi ch i gan statute 
produce anoth er problem i n descri bi ng work ers' compensa 
ti on i n Mi ch i gan. It i s not possi ble to di vi de Mi ch i gan cases 
i nto th e tradi ti onal di sabi li ty categori es of fatali ty, perma 
nent total, permanent parti al, temporary total and medi cal 
only. Si nce th e di sabi li ty category cannot be determi ned i n a 
lump-sum case, th e results i n ch apter 2 sh owed th at over 20 
percent of all cases could not be allocated. In addi ti on, si nce
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th e Bureau of Work ers' Di sabi li ty Compensati on i n 
Mi ch i gan does not requi re reporti ng on medi cal expenses for 
i ndi vi dual cases, th ere are no medi cal only cases i ncluded i n 
th e data base.

Th e revi ew of th e actual compensati on pai d to th e 
clai mants represented i n th e MCCS revealed a number of i n 
teresti ng facts. Fi rst and foremost, th e restri cted scope of th e 
statutory two-th i rds i ncome replacement rate was sh own. In 
1978 only 20 percent of week ly payment cases actually 
recei ved a benefi t th at equaled two-th i rds of th ei r earni ngs. 
Th i s result reflects a complex i nteracti on between Mi ch i gan's 
maxi mum benefi t, th e dependency allowance, and th e 
mi ni mum benefi t.2

Th e maxi mum week ly benefi t i n Mi ch i gan i s set at two- 
th i rds th e previ ous year's state average week ly wage. But to 
recei ve th at amount, a di sabled work er must h ave both  a 
week ly earni ngs level at or above th e state average and th e 
maxi mum of fi ve or more dependents. Wi th  fewer 
dependents, th e maxi mum benefi t i s reduced. Th us a di sabl 
ed work er wi th  no dependents would only be eli gi ble for a 
maxi mum benefi t th at represents 55 percent of th e state 
average week ly wage. If such  a work er h appened to earn ex 
actly th e state average wage, h e or sh e could not attai n th e 
two-th i rds replacement rate speci fi ed i n th e statute because 
of th e maxi mum benefi t li mi tati on. In essence, th e maxi mum 
benefi t i s reduced to less th an two-th i rds th e state average 
week ly wage for most i nj ured work ers. As a result, nearly 64 
percent of th e week ly payment cases recei ve th e maxi mum 
week ly compensati on rate for th ei r dependency classi fi ca 
ti on.

On th e oth er h and, Mi ch i gan h as very h i gh  mi ni mum 
benefi ts. Th i s results from an appeals court deci si on tyi ng 
th e mi ni mum benefi t to th e same absolute annual dollar ad 
j ustment as provi ded by statute for th e maxi mum benefi ts.3
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Th e effect of th i s adj ustment h as been to narrow th e relati ve 
gap between mi ni mum and maxi mum benefi t levels very 
si gni fi cantly over th e years. It i s sh own i n ch apter 4 th at for a 
di sabled work er wi th  th ree dependents th e 1968 mi ni mum 
was 44 percent of th e maxi mum benefi t level. But by 1978 
th e mi ni mum h ad ri sen to 72 percent of th e maxi mum. In 
1978 some 15 percent of all week ly benefi t cases recei ved th e 
mi ni mum benefi t, as di d over 20 percent of th e cases closed 
by i nsurance carri ers.

It was demonstrated i n ch apter 4 th at th i s benefi t structure 
provi des wi dely varyi ng i ncome replacement proporti ons. 
About 15 percent of unli ti gated work ers' compensati on cases 
i n Mi ch i gan recei ve less th an 40 percent gross wage replace 
ment. On th e oth er end of th e scale, 3 percent ach i eve over 
100 percent and anoth er 10 percent get from 70 to 100 per 
cent replacement of th ei r week ly gross earni ngs. Th e most 
logi cal conclusi on i s si mply th at th e benefi t structure got out 
of adj ustment over th e years si nce 1969 wi th  no legi slati ve at 
tenti on.4

Turni ng to th e durati on of week ly benefi t payments, i t was 
seen th at h ere th e experi ence di d not di ffer by i nsurer type. 
Week ly payment cases closed by carri ers and self-i nsurers 
sh owed si mi lar durati on di stri buti ons. Th i s was true for both  
li ti gated and unli ti gated cases and represents one of th e few 
areas of th e study wh ere no si gni fi cant di fferences among i n 
surer types could be found.

It i s well-k nown th at most work ers' compensati on cases 
are of rath er sh ort durati on. Th e MCCS demonstrates th at 
h alf th e week ly payment cases i n Mi ch i gan h ave durati ons of 
less th an four week s. Less th an 10 percent sh ow durati ons 
over 26 week s, alth ough  th i s result i s affected by th e closed 
case sampli ng bi as and sh ould be treated more carefully. In 
ch apter 4 an attempt was made to determi ne th e i mpact of 
th e wai ti ng week  rei mbursement provi si on of Mi ch i gan law.
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Si nce th e fi rst, or wai ti ng, week  i s only compensated i f th e 
di sabi li ty lasts two week s or more, one mi gh t expect 
clai mants would be i ncreasi ngly loath  to return to work  as 
th ey near th e end of th ei r second week  of di sabi li ty. If th ere 
i s such  an effect, i t i s not obvi ous i n th e di sabi li ty di stri bu 
ti on exami ned h ere. Th e conclusi on i s th at th e mali ngeri ng 
clai med by some cannot be demonstrated to be a maj or 
problem.

Th e product of th e week ly compensati on rate and th e 
durati on of week ly benefi ts i s of course th e total week ly 
compensati on pai d. Th e results of th e analysi s of total week  
ly compensati on pai d by i nsurer type were very i nteresti ng. 
Wh i le th e durati ons of payment di d not di ffer si gni fi cantly 
by i nsurer, th e week ly compensati on rates di d, so th e total 
week ly payments were expected to sh ow si gni fi cant di f 
ferences as well.

In fact, th ere was a stati sti cally si gni fi cant di fference i n 
total week ly compensati on wh en all cases were consi dered i n 
ch apter 2. But th i s resulted from th e di fferences i n th e pro 
porti ons of li ti gated cases for di fferent i nsurer types. Si nce 
th ose li ti gated cases th at recei ved week ly payments got about 
seven ti mes as much  on th e average as unli ti gated cases, th e 
di fferi ng proporti on of li ti gated cases produced si gni fi cant 
di fferences wh en all cases were consi dered togeth er. In 
ch apter 2 i t was sh own th at th e bi g th ree pay 26 percent more 
and oth er self-i nsurers 10 percent less th an carri ers i n week ly 
compensati on to th e average case.

But th e analysi s i n ch apter 4, wh i ch  separated li ti gated and 
unli ti gated cases, di d not di sclose stati sti cally si gni fi cant di f 
ferences between th e i nsurer types. Th e bi g th ree were sh own 
i n ch apter 4 to pay 18 percent more th an carri ers i n total 
week ly compensati on to th e average unli ti gated case and 35 
percent more to th e average li ti gated case. Oth er self-i nsurers 
pay about 6 percent more to unli ti gated and 7 percent less to
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li ti gated cases th an do carri ers. However, th ese di fferences 
were not stati sti cally si gni fi cant wh en consi dered separately 
for th e li ti gated and unli ti gated populati ons.

As menti oned earli er, th ere were also a large number of 
cases i n th e MCCS th at never recei ved any week ly compensa 
ti on payments at all. In fact, i t was sh own i n ch apter 2 th at 
over 20 percent of all Mi ch i gan closed cases fell i nto th i s 
category. Th i s group consi sted of 7 percent wash outs (never 
recei ved any i ndemni ty payments), and 15 percent th at h ad 
recei ved lump-sum payments only. Reflecti ng th e li ti gati on 
experi ence, th ere were very stri k i ng di fferences i n th ese pro 
porti ons by i nsurer. Nearly one-th i rd of all th e bi g th ree 
cases recei ved lump-sum payments only, wh i le th i s was true 
for only 11 percent of carri er and oth er self-i nsurer cases.

Vi rtually all of th ese lump-sum payments are th e result of 
li ti gati on; only a h andful represent payments for sch eduled 
losses or advances on future week ly benefi ts. In th e ag 
gregate work ers' compensati on pi cture i n Mi ch i gan, lump- 
sum payments loom very large. Th e MCCS i ndi cates th at 60 
percent of all th e compensati on pai d over th e li feti me of 
th ese closed cases was pai d i n lump-sums rath er th an week ly 
payments. Th i s proporti on vari es by i nsurer type from 53.6 
percent for self-i nsurers oth er th an th e bi g th ree to 66.8 per 
cent for th e bi g th ree auto producers; carri ers fall i n between 
at 60.7 percent. Th us all i nsurer types pay out more dollars 
i n lump-sum payments th an i n peri odi c payments, accordi ng 
to th e evi dence presented h ere.5

It was sh own i n ch apter 4 th at th e average si ze of th e 
lump-sum payment also vari es wi dely among i nsurer types. 
Th e average gross lump-sum payment ranged from a h i gh  of 
$10,529 for carri ers, to $8,493 for oth er self-i nsurers, to 
$5,659 for th e bi g th ree. Th ese di fferences were h i gh ly 
si gni fi cant stati sti cally. Th e uni que th i ng about th e bi g th ree 
lump-sum di stri buti on i s th at i t h as much  lower vari ance
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th an th e oth ers. Th i s i s h ypoth esi zed to be th e result of th e 
"routi ne redempti on" i n th e auto i ndustry.

Many of th ese routi ne redempti ons i nvolve reti red 
clai mants. Wh i le i t was not possi ble to i denti fy th e reti re 
ment status of all clai mants, i t was esti mated i n ch apter 3 
th at from 25 to 35 percent of all li ti gated cases were fi led by 
reti rees. Esti mates by i nsurer type were 15 to 20 percent for 
carri ers, 30 to 40 percent for oth er self-i nsurers, and 40 to 50 
percent for th e bi g th ree. Furth er, th ese reti red clai mants 
recei ved a mi ni mum of 18 percent of all th e i ndemni ty 
payments reported i n th e MCCS. Th i s proporti on ranged 
from 10 percent for carri er clai ms, to 20 percent for oth er 
self-i nsurers, and an i ncredi ble 40 percent for th e bi g th ree.

Wh en attenti on i s turned from th e cost of lump-sum 
payments (gross amount) to th e lump-sum benefi t actually 
recei ved by th e clai mant (net amount), th ere are a number of 
adj ustments requi red. Clearly, th e costs of li ti gati on must be 
deducted si nce th ey are not recei ved as benefi ts by th e clai m 
ant. Th e MCCS sh owed th at th ese costs run between 20 and 
25 percent of th e gross lump-sum. Th i s covers th e attorney's 
fee, medi cal exami nati on and deposi ti on, and oth er legal ex 
penses.

In addi ti on, 18 percent of all lump-sum payment cases 
sh ow a desi gnated amount "reserved for future medi cal 
care." It i s pai d to th e clai mant at th e ti me of settlement but 
i s supposed to be used to pay for future medi cal costs ari si ng 
from th e di sabi li ty. Th i s apparently i s an adaptati on to avoi d 
th e obj ecti ons some h ave to compromi se and release set 
tlements wh en future medi cal costs are no longer provi ded 
for. For th ose lump-sum cases sh owi ng such  medi cal cost 
desi gnati ons, th e average amount i s 57 percent of th e gross 
lump-sum. Th ese payments are excluded from th e net lump- 
sum fi gure i n th e analysi s h ere on th e grounds th at no oth er



Summary 191

medi cal costs are i ncluded, so th ese sh ould not be counted as 
benefi t payments ei th er.6

Th e average gross lump-sum payment to th e cases i n th e 
MCCS was $8,551. After deducti ng th e li ti gati on expenses 
and th e funds reserved for future medi cal costs, th e average 
lump-sum recei ved by th e clai mant (net lump-sum) was 
$5,944. As wi th  th e gross lump-sum amounts, th ere were 
si gni fi cant di fferences by i nsurer type. Th e average lump- 
sum recei ved by a bi g th ree clai mant was $3,777, wh i le oth er 
self-i nsurer's clai mants reali zed $6,186 and carri er's 
clai mants, $7,336.

Wh en a multi vari ate regressi on analysi s was done on th e 
net lump-sum payments, i t was found th at th e si ze of th e net 
lump-sum vari ed di rectly wi th  th e previ ous earni ngs level 
and th e amount pai d earli er i n week ly compensati on. Self- 
i nsurers were sh own by th i s regressi on to pay si gni fi cantly 
smaller lump-sums th an carri ers. Th ere was also a posi ti ve 
relati onsh i p between th e si ze of th e lump-sum and previ ous 
repeated spells of di sabi li ty, a record of h ospi tali zati on, or a 
clai m of a back  i nj ury. It i s h ypoth esi zed th at a previ ous 
demonstrable di sabi li ty lends some credence to a li ti gated 
clai m. Th us earli er week ly payments or h ospi tali zati on tend 
to i ndi cate legi ti macy of th e clai m and h ence are correlated 
wi th  h i gh er lump-sum payments. Unfortunately, th e data 
were not detai led enough  to warrant addi ti onal analysi s, so 
th ese conclusi ons must be regarded as somewh at tentati ve.

In profi li ng average total compensati on payments by i n 
surer type, some i nteresti ng patterns emerge. In compari son 
to i nsurance carri ers, th e bi g th ree pay more th an twi ce as 
many lump-sum cases, but th ey pay only about h alf as much  
to each . Th e bi g th ree pay relati vely fewer week ly compensa 
ti on cases, but th ey pay a h i gh er week ly rate. Wh en all i s sai d 
and done, th e average i ndemni ty recei ved by each  carri er
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clai mant i n th e MCCS was $2,319. For bi g th ree clai mants i t 
was $2,303.

Self-i nsurers oth er th an th e bi g th ree pai d a si mi lar pro 
porti on of week ly cases to th at of carri ers, but th ey pai d 
th em a sli gh tly h i gh er week ly rate for a sli gh tly sh orter 
peri od of ti me. In lump-sum payment cases, th ey pai d fewer 
dollars on th e average to relati vely fewer cases. Th us th e 
average total i ndemni ty recei ved by oth er self-i nsurers' 
clai mants was $1,921, or about 17 percent less th an th at for 
carri ers or th e bi g th ree.

Wh en all i ndemni ty payments are measured i n terms of 
di sabi li ty durati on, th rough  i mputi ng durati ons to lump-sum 
cases by di vi di ng th e net lump-sum payments by th e mean 
week ly compensati on rate for th e correspondi ng i nsurer 
type, much  th e same result i s found. Th e average successful 
work ers' compensati on clai m agai nst i nsurance carri ers 
recei ves 23.6 week s worth  of benefi ts. Th e average bi g th ree 
clai mant recei ves 23.7 week s. Th e average clai m agai nst self- 
i nsurers oth er th an th e bi g th ree recei ves 16.9 week s worth  of 
benefi ts, nearly 30 percent less.

Th i s advantage deri ves pri mari ly from th e li ti gated case 
experi ence. Self-i nsurers oth er th an th e bi g th ree actually 
demonstrate sli gh tly h i gh er average compensati on totals 
th an carri ers for unli ti gated cases. But th ey h ave both  a 
lower i nci dence of li ti gati on and a lower average cost for 
li ti gated cases wh en compared to carri ers. Unfortunately, 
th e MCCS does not contai n suffi ci ent detai l to carry th i s 
comparati ve analysi s any furth er, but th e di fferences are cer 
tai nly large enough  to gi ve th ese self-i nsurers a consi derable 
advantage i n work ers' compensati on costs.

Wh en th e i ssue of th e ti meli ness of benefi t payments was 
addressed i n ch apter 4, i t was sh own th at i n 80 to 85 percent 
of unli ti gated cases i n Mi ch i gan, th e clai mant recei ves a 
benefi t ch eck  wi th i n 30 days. Dependi ng on th e speci fi c
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measurement used, from 40 to 50 percent h ave ch eck s wi th i n 
14 days. No matter h ow ti meli ness i s measured, th e bi g th ree 
do th e best j ob, followed by oth er self-i nsurers, and th e car 
ri ers comi ng i n consi stently last. As an example, wh en th e 
measurement i s from th e last day of work  to th e date of i n 
i ti al payment, i n 50 percent of th ei r cases th e bi g th ree get a 
ch eck  out wi th i n 14 days. Th e correspondi ng fi gures are 40 
percent and 36 percent for oth er self-i nsurers and carri ers, 
respecti vely.

Turni ng to li ti gated cases, th e questi on of ti meli ness really 
loses i ts meani ng i n Mi ch i gan's work ers' compensati on 
system. Th e delays are so massi ve, i t i s obvi ous th at 
ti meli ness i s not regarded as an i mportant cri teri on by th ose 
i nvolved i n th e system—begi nni ng wi th  th e clai mant. It was 
sh own i n ch apter 4 th at th e average ti me elapsed from th e 
date of last i nj ury to th e appli cati on for h eari ng i s over 500 
days. Almost 25 percent of li ti gated clai ms are fi led more 
th an two years after th e i nj ury; almost 10 percent are not 
fi led unti l more th an four years followi ng th e i nj ury.

It i s unli k ely th at th i s reflects th e i nci dence of long latency 
occupati onal di seases, si nce i n such  cases Mi ch i gan law di c 
tates th at th e last day of work  sh all be desi gnated as th e day 
of i nj ury. Yet wh en th e appli cati on delay i s measured from 
th e last day of work , th e average delay remai ns over 350 
days. Presumably th e long appli cati on delays reflect a com 
bi nati on of ci rcumstances.

Some occupati onal di seases and cumulati ve trauma condi  
ti ons do tak e substanti al peri ods of ti me to mani fest 
th emselves. In addi ti on, i n th e presence of such  potenti ally 
di sabli ng condi ti ons, work ers frequently h ave some opti on 
as to wh en th ey ch oose to fi le. As long as one can conti nue to 
do th e work , perh aps i t i s better to wai t unti l th ere really i s 
no alternati ve before goi ng th rough  th e h assle of a work ers' 
compensati on clai m. Th i s i s parti cularly clear i f th e work er
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expects to encounter resi stance from th e employer, and an 
ti ci pates th at once th e clai m h as been fi led, th ere i s li ttle 
ch ance of goi ng back  to work . Under th ese ci rcumstances, i t 
mi gh t be possi ble th at a work er could delay fi li ng th e clai m 
for some ti me, possi bly even unti l a separati on occurs for 
oth er reasons.

On th e oth er h and, i t may be (as many employers beli eve) 
th at work ers encounter a work ers' compensati on plai nti ff at 
torney someh ow and become bewi tch ed wi th  th e prospect of 
easy money. Th i s may also be more li k ely i f th e employment 
relati onsh i p i s already severed. Th e attorney tak es th e case 
on a conti ngency fee, and all th e clai mant h as to do i s submi t 
to two ph ysi cal exams and possi bly a few h ours at a h eari ng 
some ti me i n th e future. Under th i s scenari o, th e statute of 
li mi tati ons does not provi de an effecti ve bar to clai ms 
because i n Mi ch i gan th e ti me under th e statute of li mi tati ons 
does not begi n to toll unti l th e employer h as noti fi ed th e 
Bureau of th e i nj ury. Obvi ously, i f th e employer i s not aware 
of th e i nj ury, th e statute of li mi tati ons does not come i nto 
play. Both  of th ese scenari os are consi stent wi th  li ti gated 
clai ms th at are old wh en th ey are fi led. No doubt th ere are 
oth ers as well.

Th e ti meli ness results presented i n ch apter 4 for li ti gated 
cases made i t clear th at th e admi ni strati on by th e Bureau of 
Work ers' Di sabi li ty Compensati on contri butes to th e delays 
as well. Th e average ti me elapsed between th e appli cati on for 
h eari ng and th e actual h eari ng i tself for th e cases i n th e 
MCCS was also well over 500 days. Only about 25 percent of 
li ti gated cases come to a h eari ng wi th i n one year of i ni ti ati on 
of th e clai m. Th en, after all th i s delay, fully 70 percent of 
th ese cases are redeemed wi th  a compromi se and release set 
tlement th at i nvolves only a pro-forma approval of th e 
agreement. Wh eth er th e h eari ngs process contri buted to th i s 
resoluti on i n any substanti al way i s not clear. It i s obvi ous
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th at th e wh ole process i s enormously i neffi ci ent by th e stan 
dards of a no-fault i nsurance system.

Ch apter 3 contai ned a rath er extensi ve analysi s of th e cor 
relates of li ti gati on. Wh i le i t was di sappoi nti ng overall due to 
th e lack  of i nformati on on li ti gated cases th at was not 
tai nted by th e li ti gati on process, a number of i nteresti ng 
results were obtai ned. Fi rst, as menti oned earli er, multi ple 
i nj uri es and multi ple parts of th e body were very strongly 
correlated wi th  li ti gati on. Th i s reflects th e boi ler-plate ap 
proach  to i nj ury allegati ons on th e appli cati on for h eari ng. 
Th ere was also a h i gh  correlati on of li ti gati on wi th  i mpai r 
ment of enti re body systems, i .e., respi ratory, ci rculatory, 
etc.

Si nce th e Peti ti on for Heari ng contai ns a separate li ne i tem 
for occupati onal di sease clai ms, some h ave alleged th at th i s 
encourages addi ng any potenti al occupati onal di sease to a 
li ti gated clai m no matter wh at th e clai m i s really about. But 
i n 26 percent of th e li ti gated cases, only occupati onal di sease 
i s clai med. Th e di fferent i nsurer types sh ow very si gni fi cant 
di fferences i n th i s regard also, wi th  th e proporti on of 
strai gh t occupati onal di sease clai ms rangi ng from 19 percent 
for carri ers to 23 percent for oth er self-i nsurers and 37 per 
cent for th e bi g th ree.

Th i s exami nati on stops well sh ort of allegi ng th at th e 
li ti gati on problem i n Mi ch i gan's work ers' compensati on 
system i s stri ctly an occupati onal di sease problem, h owever. 
Th i s i s due both  to th e data problems di scussed earli er, and 
to th e j udgment th at th e occupati onal di sease problem i s not 
of suffi ci ent magni tude to account for th e amount of li ti ga 
ti on present i n th e Mi ch i gan system.

Th e analysi s i n ch apter 3 also sh owed th at back  i nj uri es 
were si gni fi cantly more li k ely to be li ti gated, wh i le si mple i n 
j uri es li k e burns, cuts, and fractures were si gni fi cantly less
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li k ely th an oth er i nj uri es to become enmesh ed i n th e li ti ga 
ti on process. It was also sh own th at fatali ty clai ms were 
much  more li k ely to be li ti gated. Th ese factors tak en 
togeth er are i ndi cati ve of th e evi denti ary problems th at 
plague th e work ers' compensati on system. Th e facts are 
qui te clear i n a fracture case; th e acci dent h appened and i t i s 
ei th er compensable or not, dependi ng pri mari ly on wh ere 
and wh en i t h appened. Even th ough  work ers' compensati on 
i s a no-fault system, th ere i s li ttle ch ance th at an employee 
would clai m benefi ts for a fracture th at occurred at h ome. 
Th e system only protects work ers' i ncomes agai nst i nj uri es 
and di seases ari si ng out of and i n th e course of employment.

Occupati onal di seases, cumulati ve trauma i nj uri es, and 
some fatali ti es can present a di fferent aspect, h owever. Th e 
speci fi c eti ology of th e di sabli ng condi ti on can be qui te 
obscure.7 In addi ti on, a li beral i nterpretati on of th e work ers' 
compensati on statute (parti cularly th rough  th e contri butory 
factor or accelerati on of th e di sease process areas of th e 
defi ni ti on of di sabi li ty) would mak e i t possi ble to bri ng near 
ly all th e ordi nary di seases of li fe suffered by employees i nto 
th e system. So th e employers react by contesti ng wh at th ey 
regard as dubi ous clai ms. One i s th en presented wi th  th e 
anomaly of a no-fault system devoti ng a great deal of ti me to 
fi gh ti ng over wh at i s covered and wh at i s not. Th e old tort 
li abi li ty di sputes over who i s at fault are si mply replaced by 
di sputes over what i s at fault.
Anoth er i mportant i nfluence on th e li k eli h ood of li ti ga 

ti on developed i n ch apter 3 i s i nsurer type. Results th ere 
sh owed th at cases from th e bi g th ree are si gni fi cantly more 
li k ely and cases from oth er self-i nsurers si gni fi cantly less 
li k ely to be li ti gated th an are i nsurance carri er cases. Th i s 
ph enomenon h as been di scussed repeatedly th rough  th e 
monograph . It sh ould be noted th at th i s result comes from a 
multi vari ate analysi s; th us i t represents th e correlati on of i n 
surer type wi th  li ti gati on h oldi ng constant oth er factors such
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as type of i nj ury, age and sex of th e clai mant, i ndemni ty 
level and locati on.

Th e MCCS cannot prove wh at caused th e li ti gati on, but 
merely notes i ts presence as a demonstrable fact. In th i s i n 
stance, i t cannot be sh own conclusi vely wh eth er th e bi g th ree 
are more li k ely to contest a clai m of gi ven "worth i ness," or 
wh eth er th e employees of th e bi g th ree are i ncli ned to fi le 
clai ms th at are less "worth y" on th e average th an oth er 
employees. On th e oth er h and, self-i nsurers oth er th an th e 
bi g th ree experi ence less li ti gati on. It i s tempti ng to say th at 
th ey are doi ng a better j ob of clai ms management (i n th e 
large sense, i .e., i ncludi ng preventi ng clai ms from reach i ng 
th e li ti gi ous state), but th e MCCS cannot prove th i s ei th er. It 
wi ll th erefore h ave to be suffi ci ent to conclude th at th e bi g 
th ree experi ence more li ti gati on and oth er self-i nsurers less 
li ti gati on th an th e carri er sector. Th i s i ssue clearly warrants 
furth er study.

Th ere are two more case ch aracteri sti cs th at demonstrated 
associ ati on wi th  li ti gati on i n ch apter 3. Cases from Detroi t 
and cases i nvolvi ng clai mants age 55 or over were sh own to 
be si gni fi cantly more li k ely to be li ti gated th an oth ers. Th e 
i mpact of th e large i ndustri al urban center on th e tendency to 
li ti gate i s well-k nown; th i s turns up i n most analyses of i n 
come mai ntenance systems. Th i ngs are done di fferently i n 
Mi ami , Los Angeles, Ch i cago, Detroi t or New York  th an i n 
smaller places. Th ere i s wh at Monroe Berk owi tz twenty 
years ago dubbed a greater "clai ms consci ousness" i n h i gh ly 
i ndustri ali zed urban envi ronments.8 Wh eth er due to more at 
torneys, stronger uni ons, better i nformati on network s, or 
some k i nd of soci o-psych ologi cal di fferences, i t i s not a sur 
pri se th at i t turns up i n th e Mi ch i gan work ers' compensati on 
system as well.

Th e h i gh er tendency to li ti gati on among older work ers i s 
not a surpri se ei th er. Nearly everyone h as h eard about th e
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"reti ree problem" i n Mi ch i gan's work ers' compensati on 
system. Accordi ng to results presented earli er, between one- 
fourth  and one-th i rd of all li ti gated cases are fi led by 
reti rees; th ese cases recei ve nearly 20 percent of all i ndemni ty 
payments i n Mi ch i gan.

Th e magni tude of reti ree clai ms i n th e li ti gated case 
populati on seems to mak e a mock ery of th e wage-loss pri nci  
ple of i ndemni ty, supposedly th e ph i losoph i cal foundati on 
of th e Mi ch i gan work ers' compensati on law. Th i s i s not to 
say th ese clai mants are undeservi ng, but by defi ni ti on a 
work er wh o i s voluntarily reti red from th e work force cannot 
be sufferi ng wage loss as a result of a di sabi li ty. Th e "oppor 
tuni ty" to suffer a wage loss h as been foregone i n th e elec 
ti on of reti rement.

Redempti ons are popular wi th  most, i f not all, par 
ti ci pants i n th e system. Th e clai mants appreci ate getti ng th e 
money i n a lump-sum, even i f i t tak es two to th ree years to 
get i t. Th e clai mant's attorney prefers i t si nce th e fee comes 
off th e top of th e settlement and collecti on costs for profes 
si onal servi ces are mi ni mi zed. Th e i nsurers seem to li k e 
redempti ons because th ey eli mi nate uncertai nty by cash i ng 
out di sabi li ty clai ms wi th  a fi xed dollar fi gure and by pro 
h i bi ti ng future clai ms from th e same source. Fi nally, th e 
Bureau of Work ers' Di sabi li ty Compensati on seems to li k e 
redempti on settlements because th ey mi ni mi ze th e ad 
mi ni strati ve burden of th e li ti gati on system.

Th e maj or requi rement for securi ng a redempti on settle 
ment i n Mi ch i gan i s probably th e source of i ncome to mak e 
i t possi ble to wai t out th e long delay unti l th e case i s settled. 
Th i s i s one of th e reasons so many reti ree clai ms are floodi ng 
th e system. Reti rees h ave th e ti me and usually th e i ncome 
support to mak e a try at a work ers' compensati on settlement 
possi ble. In addi ti on, th ey can be expected to sh ow some 
ph ysi cal i mpai rment after a li feti me of work  i n th e i ndustri al
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world; plus th ey are often no longer i n need of mai ntai ni ng 
th e goodwi ll of th ei r employer.

Th i s i s not to questi on wh eth er a li feti me of work  and ex 
posure to i ndustri al h azards i s not worth  a bonus of a few 
th ousand dollars. It i s to ask  wh eth er th at i s th e functi on of 
th e work ers' compensati on system. It also rai ses th e i ssue of 
th e i mpact on an admi ni strati ve system th at does not h ave 
th e resources to cope wi th  i ts oth er responsi bi li ti es. 
Mi ch i gan's li ti gati on system i s li ttered wi th  too many 
dubi ous clai ms wai ti ng i n li ne for th ei r redempti on settle 
ment. Because of th i s, more legi ti mate di spute settlement 
functi ons are frustrated. How could an i nj ured work er wh o 
needed a week ly paych eck  wai t th rough  th e delays descri bed 
h ere? In addi ti on, scarce resources are drai ned from 
reh abi li tati on and oth er more producti ve functi ons to h andle 
th e paper deluge. Both  th e work ers' compensati on system 
and th e admi ni strati on of i t end up wi th  a seri ous mi salloca- 
ti on of resources.

Th i s study h as i llumi nated, perh aps only di mly, two 
separate work ers' compensati on systems i n Mi ch i gan. Th e 
unli ti gated system operates much  as th e th eory of work ers' 
compensati on would suggest. It i s not perfect, of course. It 
does not provi de suffi ci ent support for reemployment ef 
forts. It can be somewh at slow i n generati ng i ncome replace 
ment benefi ts i n some cases. It clearly provi des an i nade 
quate level of i ncome replacement for a great many work ers. 
But i t look s li k e a work ers' compensati on system.

Th e li ti gated system resembles a mi ni ature tort li abi li ty 
system; mi ni ature i n th at th e dollar amounts at stak e are ti ny 
fracti ons of th ose represented i n i ndi vi dual tort li abi li ty i n 
j ury clai ms th ese days; mi ni ature i n th at th e quali ty and 
quanti ty of proofs requi red bear only a di stant relati on to 
th ose i n a real tort li abi li ty acti on; but full-si ze i n th e 
li ti gi ousness and i ntermi nable delays ch aracteri zi ng th e pro-
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cess. After 70 years of work ers' compensati on i n Mi ch i gan, 
i t i s ti me once agai n to get tort li abi li ty out of th e work place. 
It i s ti me to turn agai n to a no-fault wage-loss system of 
work ers' compensati on, wi th  admi ni strati ve procedures 
desi gned to meet th e needs of th e vi cti ms of i ndustri al acci  
dent and di sease; swi ft medi cal care, adequate i ncome 
mai ntenance, reh abi li tati on and retrai ni ng wh ere requi red, 
and most of all, an early return to th e rank s of producti ve 
soci ety for th ose work ers unfortunate enough  to h ave been 
di sabled by th ei r work .

As menti oned i n th e fi rst ch apter of th i s monograph , 
substanti al ch anges h ave been made i n Mi ch i gan's work ers' 
compensati on system si nce th e data reported h ere were col 
lected. Many of th e flaws di scussed h ave been addressed but 
th e full i mpact of th e ch anges h as yet to be felt. Th e functi on 
of th i s publi cati on i s to provi de a standard agai nst wh i ch  th e 
new system can be measured. Hopefully, wh en th e next 
study of th e Mi ch i gan system i s undertak en, all th ese prob 
lems wi ll h ave been resolved.

NOTES

1. Th ere h ave only been a few publi sh ed work s deali ng wi th  th e 
Mi ch i gan system. See James N. Morgan, Marvi n Sni der, and Mari on G. 
Sobol, Lump Sum Redemption Settlements and Rehabilitation: A Study 
of Workmen's Compensation in Michigan (Ann Arbor, MI: Insti tute for 
Soci al Research , Uni versi ty of Mi ch i gan, 1959) for an early descri pti on 
of th e redempti on system i n Mi ch i gan. Anoth er early study deali ng wi th  
th e cost i ssue i s Joh n F. Burton, Jr., Interstate Variations in Employers' 
Costs of Workmen's Compensation: Effect on Plant Location Ex 
emplified in Michigan (Kalamazoo, MI: W. E. Upj oh n Insti tute for 
Employment Research , 1966). See also th e report of th e Governor's 
Work men's Compensati on Advi sory Commi ssi on, Workers' Compensa 
tion in Michigan (Ann Arbor, MI: Th e Commi ssi on, 1975).
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2. Th ese i ssues are di scussed more fully i n ch apter 4.

3. Jolliffv. American Advertising, 49 Mi ch  App 1.

4. Th i s i s confi rmed by th e fact th at th e 1980 reforms totally scrapped 
th e old benefi t structure.

5. Th i s conclusi on may be subj ect to quali fi cati on due to th e closed case 
bi as, si nce i t was poi nted out earli er th at long durati on week ly payment 
cases wi ll h ave lower week ly compensati on amounts (reflecti ng wage 
levels i n th e past). Th e downward cost bi as for week ly payments i n 
troduced by th i s factor may or may not be match ed i n th e lump-sum 
payments; th ere i s not enough  i nformati on avai lable from th e li ti gated 
cases to tell. So i t may not be stri ctly correct to say th at all i nsurer types 
pay out more dollars i n lump-sums th an i n peri odi c payments. Th e poi nt, 
h owever, i s th at lump-sum payments are very si gni fi cant i n Mi ch i gan's 
work ers' compensati on system, and any analysi s th at i gnores th em starts 
out wi th  a fatal omi ssi on.

6. Th i s procedure was followed even th ough  some h ave asserted th at th e 
"reserved for future medi cal" category i s used si mply as a devi ce to 
avoi d soci al securi ty offset of lump-sum payments.

7. See Barth  wi th  Hunt, ch apter 3.

8. Th i s i s di scussed i n Workmen's Compensation: The New Jersey Ex 
perience (New Brunswi ck : Rutgers Uni versi ty Press, 1960), pp. 26-36.
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Mi ch i gan Closed Case Survey

Instructi ons - Unli ti gated Case Sample

I. General Comments 
A. Coverage

It i s i ntended th at all potenti ally compensable cases sh ould be 
i ncluded i n th e sample wh eth er actually compensated or not. 
Th ere are some cases for wh i ch  th e employer fi led Form 100 
even th ough  no lost ti me (or i nsuffi ci ent lost ti me) occurred. 
In such  cases th ere i s no li abi li ty for wage replacement 
benefi ts and th e case sh ould not be i ncluded i n th e sample. 
Asi de from th ese "mi stak es" h owever, all cases are to be 
abstracted.

B. Organi zati on of Instrument

Th e data gath eri ng i nstrument for th e unli ti gated case sample 
i s strongly ori ented to Bureau of Work ers' Di sabi li ty Com 
pensati on Forms 100, 101, and 102. Page one generally cor 
responds to Form 100 and seek s to i denti fy th e i nj ured party, 
th e i nj ury, th e employer and i nsurer. Page two wi ll contai n 
th e i nformati on about actual compensati on pai d wh i le page 
th ree probes th e termi nati on of th e case. Th us th e organi za 
ti on i s ch ronologi cal and i s desi gned to follow fi le organi za 
ti on as closely as possi ble. In Part II below, speci fi c com 
ments about i ndi vi dual i tems wi ll be presented.

C. Mi ssi ng Data

Th e i nstrument we are usi ng i s ori ented to Bureau forms i n 
th e i nterest of easi ng th e abstracti ng and codi ng process. 
However, th e questi ons ulti mately are about th e cases, not th e 
forms. As you k now th ere are frequently i tems mi ssi ng from 
th ese forms. In ci rcumstances wh ere th ey h ave an i mportant 
beari ng on th e case, Bureau personnel wi ll generally h ave 
followed up to ascertai n th e facts. In th ese i nstances you 
sh ould record th e correct i nformati on as determi ned by th e 
Bureau.

In oth er cases a determi nati on may be possi ble uti li zi ng i nfor 
mati on recorded elsewh ere i n th e fi le. But please note th at i t i s
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not a tragedy to h ave a mi ssi ng i tem for a parti cular case. You 
are encouraged to use your j udgment i n walk i ng th i s fi ne li ne. 
If you are reasonably confi dent th at you k now th e facts, 
record th em as you understand th em. If you are not, leave th e 
i tem blank  and we wi ll tak e i t to be mi ssi ng.

D. General Format Instructi ons
1. Dates
All dates are to be entered i n month -day-year format i n th e 
th ree pai rs of boxes allowed. For i nstance, January 17, 
1978 would be recorded as 01-17-78.

2. Dollar Amounts
Except i n th e case of th e h ourly wage rate, all dollar 
amounts are to be rounded to th e nearest dollar. Amounts 
of less th an 50C sh ould be dropped wh i le amounts of 50* or 
more wi ll be rai sed to th e next h i gh er i nteger. Th us $176.31 
would be 176 wh i le $38.90 would be 39.

3. Durati on

Compensati on durati on i s to be expressed i n week s and 
days as on Form 102. Wh ere i t i s necessary to add two or 
more separate durati ons for total compensati on durati on 
(all peri ods), you sh ould follow Bureau practi ce of assum 
i ng a si x-day work  week . Th us compensati on durati ons of 
10 week s, 4 days and 3 week s, 3 days sh ould be recorded as 
a total of 14 week s, 1 day.

4. Indented Secti ons

Indented secti ons are th ose th at are conti ngent upon th e 
answer to th e proceedi ng questi on. For example, th e date 
of death  on page 1 i s only relevant i f th e case was a fatali ty. 
Th ese i tems are to be sk i pped wh ere not relevant, si mply 
drop down to th e next non-i ndented i tem.

E. Case Order

It i s vi tal th at completed forms be k ept i n numeri cal order 
accordi ng to case i denti fi cati on number. Th i s wi ll mak e i t 
possi ble to ch eck  back  to source later i f anomali es develop.
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II. Comments on Speci fi c Items
Page 1
1. Case i denti fi cati on #

Th i s i s th e number stamped on th e back  of th e green sh eet
at reti rement.

* Name of i nj ured employee
As entered on Forms 100 and 101, last name fi rst.

25. Date of i nj ury
If th ere sh ould be multi ple dates of i nj ury th at pertai n to 
th e same compensable di sabi li ty, record th e earli est.

31. Last day work ed
Wh ere th e i nj ured employee may h ave returned to work  
subsequent to fi rst di sabi li ty peri od, record th e last day 
work ed before ori gi nal di sabi li ty.

37. Fatali ty
If i nj ured employee sh ould di e after Form 100 i s fi led i t i s 
sti ll a fatali ty case. Is Form 106 present?

44. Place of i nj ury
Code county of i nj ury from i tem 9 on Form 100.

46. Hospi tali zati on
If name and address of h ospi tal entered for i tem 12, Form 
100, answer i s yes; i f not, answer i s no. For old format 
Form 100, answer unk nown.

47. Nature of i nj ury
Follow di recti ons i n codebook .

50. Part of body
Follow di recti ons i n codebook .

53. Hours regularly work ed per week  
From Form 100, i tem 16.

55. Strai gh t ti me h ourly wage rate
Ei th er from Form 100, i tem 16, or from Form 101, i tem 7. 
Do not calculate from week ly earni ngs unless i t i s clear th at 
th ese do not i nclude overti me or oth er speci al i tems.

59. Combi ned average week ly earni ngs
From Form 100. Th i s i s to be based on th e payroll record 
calculati on. Th e earni ngs speci fi cally used for calculati ng 
th e compensati on rate wi ll be collected from Form 101.
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62. Self i nsured number
From Form 100 or code from i nsurer li st i n codebook . It i s 
necessary to add 0 wh ere blank , dash , or letter appears i n 
th e Bureau's self i nsurer code number. Code all 8's i f self 
i nsured and no code number can be located.

70. Insurance Company number
From Form 100 or code from i nsurer li st i n codebook . 
Note State Acci dent Fund i s number 999. Code 888 i f car 
ri er gi ven but code number cannot be found.

Page 2
1. Date di sabi li ty commenced 

From Form 101, i tem 5.
7. Combi ned week ly earni ngs (for compensati on rate)

Record th e earni ngs actually used to determi ne th e com 
pensati on rate from Form 101. In some cases th i s wi ll be 
th e same as combi ned average week ly earni ngs recorded 
above. In oth er cases i t wi ll be 40 ti mes th e h ourly wage 
rate.

10. Number of dependents
Form 101, i tem 8, or as determi ned by th e Bureau.

11. Date fi rst payment made
As reported on i ni ti al Form 101.

17. Date of i ni ti al Form 101
Th i s and th e i tems followi ng i t refer to th e fi rst peri od of 
di sabi li ty followi ng th e i nj ury.

23. Ini ti al week ly compensati on rate
Week ly rate pai d for first peri od of di sabi li ty followi ng i n 
j ury. Rounded to nearest dollar.

26. Begi nni ng date for compensati on
Record th e "From" date on Form 102 for th e fi rst peri od 
of compensati on followi ng i nj ury.

32. End date for compensati on
Record th e "To" date on Form 102 for th e fi rst peri od of 
compensati on followi ng i nj ury.

38. Compensati on durati on
From Form 102, i n week s and days, for th e fi rst peri od of 
compensati on followi ng i nj ury.
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42. Ki nd of di sabi li ty
Classi fi cati on of th e fi rst peri od of di sabi li ty.

43. Number of separate compensati on peri ods
As i ndi cated on Forms 101 and 102. Separate peri ods to be 
di fferenti ated ei th er by a return to work  or a ch ange i n 
compensati on rate (oth er th an for dependency ch ange).

44. Fi nal week ly compensati on rate
Th i s and th e next 4 i tems all refer to th e last peri od of com 
pensati on followi ng i nj ury.

47. Begi nni ng date for compensati on
Record th e "From" date on Form 102 for th e last peri od 
of compensati on before reti rement of case.

53. End date for compensati on
Record th e "To" date on Form 102 for th e last peri od of 
compensati on before reti rement of case.

59. Compensati on durati on
From Form 102, i n week s and days, for th e last peri od of 
compensati on before reti rement of case.

63. Ki nd of di sabi li ty
Classi fi cati on of th e last peri od of di sabi li ty.

64. Total compensati on durati on (all peri ods)
Sum of durati ons of separate compensati on peri ods; not 
calendar elapsed ti me.

68. Total week ly compensati on pai d (all peri ods)
Sum of dollars pai d i n week ly benefi ts over all peri ods of 
di sabi li ty reported for case.

Page 3
1. Reason payments stopped

As i ndi cated on fi nal Form 102 or from oth er documents 
present i n fi le. Di spute refers speci fi cally to i nsurer fi li ng 
Form 107 (Noti ce of di spute). Ph ysi ci an's report refers to 
th ose cases wh ere same i s not accompani ed by Form 107. 
Benefi ts expi red refers to speci fi c loss or fatali ty cases, or 
oth ers wh ere a defi ni te term of week ly benefi ts was 
speci fi ed.
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2. Date of fi nal return to work
As i ndi cated on fi nal Form 102. If no return to work  i s i n 
di cated, leave th i s blank .

8. Date of fi nal Form 102
Date on last Form 102 fi led before reti rement of case.

14. Form 107 fi led?
Was a Noti ce of Di spute fi led at any ti me duri ng th e li fe of 
th e case?

15. Date of Form 107
If more th an one, record th e date of th e last 107.

21. Reason for di spute
Th e opti ons are desi gned as a h i erarch y h ere.
1. Inj ury or di sabi li ty deni ed means th at th e i nsurer deni es 
th e exi stence of any di sabi li ty.

2. Work  relatedness of di sabi li ty deni ed means th at wh i le 
th e i nsurer does not di spute th e exi stence of di sabi li ty, 
h e deni es i t arose out of and i n th e course of employ 
ment.

3. Li abi li ty of i nsurer deni ed covers si tuati ons wh ere th e 
i nsurer does not deny th e di sabi li ty or i ts work  related 
ori gi ns, but speci fi cally deni es h i s li abi li ty. Th i s could 
be due to lack  of noti ce, multi ple employer li abi li ty, 
j uri sdi cti on problems, etc.

4. Conti nued di sabi li ty di sputed refers to si tuati ons wh ere 
benefi ts h ave been pai d but i nsurer now asserts th at i n 
di vi dual h as recovered.

5. Degree of i mpai rment di sputed refers to si tuati ons 
wh ere i nsurer clai ms th at i nj ured party i s bei ng over- 
compensated for present degree of di sabi li ty. Insurer 
seek s reducti on from total to parti al di sabi li ty rati ng.

22. Medi ati on appli ed?
Was a Compensati on Consultant i nvolved i n th e resoluti on 
of th e di spute?

23. Outcome of medi ati on
Were payments ulti mately conti nued as a result of th e 
medi ati on effort?

24. Case referred for vocati onal reh abi li tati on? 
Letter of referral for VR i n th e fi le?
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25. Vocati onal reh abi li tati on program i nsti tuted?
Is th ere any record on 110s of any VR program bei ng 
establi sh ed for th i s i ndi vi dual?

26. Encoder
To i denti fy th e i ndi vi dual abstracti ng th e i nformati on 
from case fi les. To be assi gned.

Speci fi c Items - Li ti gated Case Sample

Page 1
1. Case i denti fi cati on number

Drop th e leadi ng zeroes and record th e last 7 di gi ts. Wh ere 
case h as been reti red before, tak e th e latest case number.

17. County
County stamped at upper ri gh t h and corner of summary 
sh eet i nsi de folder.

19. Self i nsured number
Ch eck  fi nal 102 for codi ng of i nsurer. Generally not coded 
for self i nsurers. Look  up employer i n codi ng book  and 
record number. Substi tute zero for dash es, blank s, letters 
or oth er non-numeri c ch aracters.

27. Insurance company number
Generally coded on fi nal 102. Oth erwi de proceed as above.

* If multi ple i nsurer li abi li ty
Th i s i s meant to cover th e si tuati on wh ere one employer 
i s i nsured by two or more di fferent carri ers over th e 
course of a di sablement as well as th e si tuati on wh ere 
two or more employers are i nvolved. If more th an 2 i n 
surers, record th ose agai nst wh om th e largest compensa 
ti on li abi li ty i s eventually assessed.

41. Total number of employers i nvolved
Si mply count number of employers li sted on summary 
sh eet.

42. Date of AFH
As li sted on summary sh eet, date appli cati on for h eari ng 
recei ved by Bureau.

48. Served and Set
As recorded on summary sh eet.
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54. Pre-Tri al Conference Date
As recorded on summary sh eet.

60. Clai mant Bi rth date
Generally th ese i tems i denti fyi ng th e ch aracteri sti cs of th e 
clai mant wi ll come from th e 104. Do not h esi tate to use 
oth er sources i f i t seems advi sable.

68. Week ly earni ngs at ti me of di sablement
Generally from 104. If not avai lable use oth er sources. 
Preferred to dai ly wage measure on 104.

71. Dai ly wage at ti me of di sablement
Alternati ve to week ly earni ngs on 104 i f th ey are not 
reported.

Page 2
1. Last day work ed

Someti mes li sted on 104; someti mes noted on summary 
sh eet (i f tak en as date of i nj ury); someti mes menti oned i n 
medi cal reports. If no Form 100 th i s may be di ffi cult. Th e 
i ntent i s to gath er th e last day work ed before di sablement.

7. Date of i nj ury or di sablement
Accordi ng to Form 104. Space i s avai lable for th ree 
separate personal i nj uri es or occupati onal di seases. Th ese 
wi ll rarely be easy to ch oose or code si nce th e tendency i s to 
clai m everyth i ng th at mi gh t be work -related. Use your 
j udgment i n ch oosi ng th ose th at are of maj or si gni fi cance. 
Th ere i s no way of telli ng preci sely wh i ch  i nj ury ends up 
bei ng compensated. Some gui dance i s avai lable i n medi cal 
reports for some cases.

13. Type
Accordi ng to wh eth er i t i s li sted as a personal i nj ury or oc 
cupati onal di sease on Form 104.

46. Form 100 fi led on any of th ese i nj uri es?
Th i s i s to ch eck  for overlap wi th  Form 104 wh i ch  wi ll 
generally produce th e i nj uri es li sted above.

47. Date of Form 100
Date on th e form i tself. Tak e th e earli est Form 100 i f th ese 
were multi ples.

53. Fatali ty?
Li sted on 104 or 100. Ch eck  for Form 106.
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60. Hospi tali zati on?
From Form 100, or medi cal reports. May be di ffi cult.

Page 3
1. Form 107 fi led?

Was a Noti ce of Di spute fi led duri ng th e li fe of th e case? If
more th an one, report on th e last 107.

8. Reason for di spute
See comments on unli ti gated case sample for explanati on 
of h i erarch y.

9. Medi ati on appli ed?
Was a Compensati on Consultant i nvolved i n attempti ng to 
resolve any di sputes i n th e case?

11. Reason for h eari ng
Th ere wi ll usually be an appli cati on for h eari ng so th i s i tem 
i s desi gned to di scover wh o fi led fi rst, th e employee or th e 
i nsurer.

12. Date of agreement to redeem 
Record th e date of Form 18.

18. Was h eari ng h eld?
Include redempti on h eari ngs as yes. If no h eari ng h eld i n 
di cate wh eth er due to voluntary acceptance of clai m, 
di smi ssal, or oth er reason.

19. Date of h eari ng
As i ndi cated on Form 200 or 113.

25. Outcome of h eari ng
Accordi ng to j udge's order. Accepted voluntari ly means 
h eari ng took  place but no order was i ssued.

Page 4
26. Appealed?

Was th ere a Form 19 fi led wi th  Appeals Board? If so by 
wh om?

33. Date of appeal h eari ng
As i ndi cated on transcri pt.

39. Outcome of appeal
Accordi ng to wh o appealed.
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40. Case referred for vocati onal reh abi li tati on? 
Is th ere a record of referral?

41. Vocati onal reh abi li tati on program i nsti tuted? 
Wh at was result of referral?

42. Second Inj ury or Dust Di sease Fund i nvolved?
Any record of i nvolvement by ei th er speci al fund?

PageS
As used i n unli ti gated case sample. If week ly compensati on 
benefi ts pai d on th i s clai m, record i nformati on h ere. 
Oth erwi se, sk i p to page 6. For reason payments stopped 
record th e proxi mate reason: i .e., (1) employee di d i n fact 
return to work , or (2) di spute developed (i nsurer fi led 
noti ce of di spute or peti ti on for determi nati on of ri gh ts or
(3) Form 102 fi led wi th  MD statement of fi tness, or
(4) speci fi c loss payments completed or (5) oth er.

Page 6
1. Reason for lump-sum

If any lump-sum payment made to clai mant oth er th an for 
catch -up of week ly benefi ts, i ndi cate reason.

2. Total amount
Gi ve total dollar amount of lump-sum payment as i n 
di cated on Form 200, 113 or 108.

8. Legal fees
Record porti on of total allocated to Attorney's fees.

13. Medi cal Expenses
Record porti on of total allocated to medi cal expenses.

18. Net to plai nti ff
Record amount clai mant actually recei ved, net of above 
expenses and free from reservati on below.

24. Award for medi cal expenses
Record h ere any amount of award speci fi cally reserved or 
tagged for past, present or future medi cal expenses.

29. Is clai mant reti red?
Th i s wi ll be di ffi cult as th ere i s no speci fi c questi on on any 
form. Best source for th i s i nformati on wi ll be j udge's 
salmon sh eet or medi cal report. Do not guess, i f th ere i s
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not a reasonable certai nty gi ven case records, record 
unk nown.

30. Has clai mant returned to work ?
Also di ffi cult. May be i ndi cated on Form 102. Agai n ch eck  
salmon sh eet and medi cal reports for statements.

31. Date of fi nal return to work  
Fi nal return i f k nown.

37. Date of fi nal Form 102
Th ere sh ould be a 102 for every case wh ere compensati on 
was pai d. Record date on th e form.

43. Encoder
As i n unli ti gated case sample.
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W. E. Upjohn Institute 
for Employment Research

Litigated Cases

MICHIGAN CLOSED CASE SURVEY

If I [ I I I Case identification #

_______________________________ Name of injured employee

Social Security Number

1 [ I County (see codebook)

Employer

Self insured number

I I I I Insurance Company number 
If multiple insurer liability:

Employer #2

30
II I_I Self insured number

Insurance Company number

41 I I
(_| Total number of employers involved

42 [ [ | - | | | - | | | Date of AFH 

48 I I I - I I I - I I I Served and Set

54 m-m-m Pre-Trial Conference Date

[ I J - I I I - I I I Claimant Birthdate (month-day-year)

66 II Sex (1) Male 
(2) Female

67 I I
|_1 Number of dependents

I I I I Weekly earnings at time of disablement ($} 

| I I Daily wage at time of disablement ($)
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- 2 - 
Card 2

I I I - I I I - I I I Last day work ed

I I I - I I | - I I I Date of i nj ury or di sablement

I_I Type (1) Personal Inj ury (2) Occupati onal Di sease

Nature of i nj ury or i llness (see codebook ) 

Part of body (see codebook )

201—I—I
I I I - I I I - | I I Date of i nj ury or di sablement

2fi  I——I
I_I Type (1) Personal Inj ury (2) Occupati onal Di sease

27
Nature of i nj ury or i llness (see codebook ) 

Part of body (see codebook )

I I I -1 I | - I | I Date of i nj ury or di sablement

39 I—II_| Type (1) Personal Inj ury (2) Occupati onal Di sease

Nature of i nj ury or i llness (see codebook )

46 n Part of body (see codebook )

Form 100 fi led on any of th ese i nj uri es?
(1) No
(2) Yes, fi rst i nj ury
(3) Yes, second i nj ury
(4) Yes, th i rd i nj ury
(5) Yes, multi ple 
((6) Unk nown

47 | | | - [ | | - | | | Date of Form 100 (earliest i f multiple)

53 I—I
I_I Fatali ty? (1) No 

(2) Yes
54 I—I—I I——I——I I I I

I | J - I | I - | I I Date of death

60 |] Hospi tali zatlon? (l)No
(2) Yes
(3) Unk nown
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- 3 - 
Card 3

'D
Form 107 fi led? (1) No 

(2) Yes

107

Reason for di spute
(1) Inj ury or di sabi li ty deni ed
(2) Work  relatedness of di sabi li ty deni ed
(3) Li abi li ty of i nsurer deni ed
(4) Conti nued di sabi li ty di sputed
(5) Degree of i mpai rment di sputed
(6) Oth er, Speci fy _______________

LJ Medi ati on appli ed? (1) No 
(2) Yes

I_I Outcome of medi ati on
(1) Di spute resolved wi th out h eari ng
(2) Di spute mai ntai ned
(3) Oth er, Speci fy ___________

I_I Reason for h eari ng
(1) Peti ti on for h eari ng by employee (Form 104)
(2) Peti ti on for h eari ng by i nsurer (Form 104)
(3) Agreement to redeem (Form 18)
(4) Appli cati on for advance (Form 108)
(5) Oth er, Speci fy _______________

I2m Date of Agreement to redeem

18 I—1
(_I Was h eari ng h eld?

(1) Yes
(2) No, accepted voluntari ly - peti ti on wi th drawn
(3) No, di smi ssed for lack  of prosecuti on
(4) No, Oth er, Speci fy _________________

191 I I - I I I - I I I Date of h eari ng

I_| Outcome of h eari ng
(1) Redempti on approved
(2) Redempti on deni ed
(3) Benefi ts awarded
(4) Benefi ts deni ed
(5) Accepted voluntari ly - peti ti on wi th drawn
(6) Sti pulated
(7) Advance approved
(8) Advance deni ed
(9) Oth er, Speci fy _________________
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26 n
- 4 -

Appealed?
(1) No
(2) Yes, by employee (Plai nti ff)
(3) Yes, by i nsurer (Defendant)

27 ED-ED- QH Date of Fon. 19

|__1__J - I I I - I I | Date of appeal h eari ng

|_I Outcome of appeal
(1) Plai nti ff affi rmed
(2) Plai nti ff reversed
(3) Defendant affi rmed
(4) Defendant reversed
(5) Di smi ssed
(6) Oth er, Speci fy _______________

I_I Case referred for vocati onal reh abi li tati on?
(1) No
(2) Yes

41 I——I
|__| Vocati onal reh abi li tati on program i nsti tuted?

(1) No
(2) Yes

421—I
(_| Second Inj ury or Dust Di sease Fund i nvolved?

(1) No
(2) Yes
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Card 4 - 5 - 

If week ly compensati on benefi ts pai d:
II—I—!

_J_I Combi ned week ly earni ngs (from Form 101)

41 1 I - I I I - 1 I I Date fi rst payment made

10| | 1 - | | 1 - | | | Date of i ni ti al Form 101

I I I I Ini ti al week ly compensati on rate ($)

I | I - | | I - | | I Begi nni ng date for compensati on

I I I - 1 1 | - I | I End date for compensati on

I I I | - I_j  Compensati on durati on (week s-days)

35 [ I Ki nd of di sabi li ty
(1) Total
(2) Parti al
(3) Speci fi c loss
(4) Death  

If more th an one compensati on peri od:

I_I Number of separate compensati on peri ods
371—r~

Fi nal week ly compensati on rate 

I I I - I I | - | II Begi nni ng date for compensati on 

I I [- [ I I - I I I End date for compensati on 

Compensati on durati on (week s-days)

Ki nd of di sabi li ty
(1) Total
(2) Parti al
(3) Speci fi c loss
(4) Death

- |_| Total compensati on durati on (all peri ods) 

| | I | | | I Total week ly compensati on pai d (all peri ods--$)67 nReason payments stopped
(1) Returned to work
(2) Di spute
(3) Ph ysi ci an's report
(4) Benefi ts expi red
(5) Oth er, Speci fy __
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Card 5 " 6 " 

If lump-sum payment made:

I_j  Reason for lump-sum
(1) Redempti on (Form 113)
(2) Deci si on (Form 200)
(3) Advance (Form 108)
(4) Oth er, Speci fy ___________

Total amount ($)

I I 1 I I 1 Legal fees ($)

13 I I I I I I Medi cal expenses ($)

18 I I 1 I I I I Net to plai nti ff ($)

I I I I I I Awarded for medi cal expenses {$)

29 I—I
I_I Is clai mant reti red?

(1) No
(2) Yes
(3) Unk nown

30 I—I
Has clai mant returned to work ?
(1) No
(2) Yes
(3) Unk nown

I | I - I I I - I I I Date of fi nal return to work  

37 | | I - | | 1 - | | 1 Date of fi nal Form 102 

I__I Encoder
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W. E. Upj oh n Insti tute 
for Employment Research

Unli ti gated Cases

MICHIGAN CLOSED CASE SURVEY

Case i denti fi cati on

Name of i nj ured employee

46

47

50

53

55

59

62

70

73

J__( - I I I - | I 1 I I Soci al Securi ty Number 

I I I - j __I I - I I I Bi rth date (month -day-year)

LJ Sex (1) Male
(2) Female

I I 1 - I II - I I I Date of i nj ury 

I I I - I I I - 1 I I Last day work ed

I__| Fatali ty? (1) No
(2) Yes

38 _̂̂ _̂  
I I I - LJ__I - I I I Date of death

I I I Place of i nj ury (county—see codebook )

j _J Hospi tali zati on? (1) No
(2) Yes
(3) Unk nown

I I I I Nature of i nj ury (see codebook )

j  I I I Part of body (see codebook )

I I I Hours regularly work ed per week

I I I I | I Strai gh t ti me h ourly wage rate (S)

I | I [ Combi ned average week ly earni ngs ($)

Self i nsured number

[ I I I Insurance Company number

I I I - I I I - I I j  Date of Form 100

_Employer
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- j  j  I - j  j  I Date di sabi li ty commenced

Combi ned week ly earni ngs (for compensati on rate) 

| __ I Number of dependents

j  I I - I I | - I I I Date fi rst payment made 

I I I - I | | - I [ I Date of i ni ti al Form 101

Ini ti al week ly compensati on rate ($) 

- i  i  i  Begi nni ng date for compensati on 

I j  I End date for compensati on 

- j __j  Compensati on durati on (week s-days)

j __I Ki nd of di sabi li ty
(1) Total
(2) Parti al
(3) Speci fi c loss
(4) Death

If more th an one compensati on peri od:

Number of separate compensati on peri ods 

Fi nal week ly compensati on rate

- I I I Begi nni ng date for compensati on 

I [ | - |__I I - I I I End date for compensati on 

- I__I Compensati on durati on (week s-days)

I__I Ki nd of di sabi li ty
(1) Total
(2) Parti al
(3) Speci fi c loss
(4) 'Death64

68

- I__I Total compensati on durati on (all peri ods) 

J__j  Total week ly compensati on pai d (all peri ods—$)
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-3- 

Card 3

I__I Reason payments stopped
(1) Returned to work
(2) Di spute (Form 107)
(3) Ph ysi ci an's report
(4) Benefi ts expi red
(5) Oth er, Speci fy__________

I I I - I I I - I I | Date of fi nal return to work  

[ I I - I I I - I I I Date of fi nal Form 102

I__I Form 107 fi led? (1) No
(2) Yes 

15 r——r—i
I I I - I I I - | I j  Date of 107 

21__
|__I Reason for di spute

(1) Inj ury or di sabi li ty deni ed
(2) Work  relatedness of di sabi li ty deni ed
(3) Li abi li ty of i nsurer deni ed
(4) Conti nued di sabi li ty di sputed
(5) Degree of i mpai rment di sputed
(6) Oth er, Speci fy____________________

22

I__I Medi ati on appli ed? (1) No 
(2) Yes

23

|__| Outcome of medi ati on
(1) Benefi ts conti nued or resumed
(2) No furth er benefi ts pai d

24__

I__( Case referred for vocati onal reh abi li tati on?
(1) No
(2) Yes 

25

j __I Vocati onal reh abi li tati on program i nsti tuted?
(1) No
(2) Yes 

26

|__I Encoder
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