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i 1. Flonda's DrugFree VWorkplace Program

Despite the growth of drug awareness and
testing programs, surveys show that asmall, but no-
table, proportion of theworking-age popul ation con-
tinuestouseillega drugsonaregular bass. The 1999
Drug Testing Index published by Quest Diagnostics
reportsthat positive results were found in 4.6% of
drug testsconducted in 1999, dightly lower thanthe
4.8%figurereportedin 1998. Detection of marijuana
accounted for themgjority of positiveresults, and for-
causetestsproduced the highest positiverates.!

The National Household Survey on Drug
Abuse? for full-timeworkers aged 18-49 found the
following:

W Of al illicit drug users age 18-49, 70%
wereemployed full-time.

B Of the population age 18-49, 7.7% of full-
timeworkersreportillicit drug usage.

B Ratesof drug usagearerelatively higher
for workersin small establishments.

B Ratesof drug usageareover twiceashigh
inworkplacesthat do not have awritten policy on
drug or acohol use.

B Occupationa groupswiththelowest rates
of drug usereport the highest rates of drug informa-
tion and policiesavailableintheworkplace.

B A much higher proportionof drug usersthan
non-userssaid that they would belesslikely towork
for anemployer who testsfor drug usage upon hiring.

B Workerswho reported current drug usage
were approximately twiceaslikely to have worked
for three or more employers, voluntarily left anem-
ployer inthe past year, or skipped at |east one day of
work inthe past month.

The concept of adrug-freeworkplace (DFW)
was devel oped in responseto concerns about the ef -
fect of illegal drugsand alcohol onworkplace pro-
ductivity and safety. Whiletestingisusudly part of a
DFW policy, acomplete DFW program alsoincludes
awritten policy, drug and al cohol abuse prevention
training, continuing education, and anemployeeasss-
tanceprogram (EAP).2

Many government programsin the war on
drugsfocuson the supply sideof theillega drug mar-
ket. By contrast, DFW programs attempt to address
the demand side by stressing thejob security and in-
comerisksassociated with drug and al cohol usage.
From an employer’s perspective, the cost of imple-
mentingaDFW programwill beweighed against the
possible benefits. External forcesinfluencing partici-
pationwill includethenature of thelocal, and possibly
regional, labor market. Interna factorswill include
the existence of risk-prone positionswith respect to
physical and/or fisca responsbilities. Theamount of a
legally mandated premium reductionwill likewisebe
of concerntoinsurersif thelossof premium cannot be
justified by an accompanying declineinrisk, asmea
sured by thefrequency and unit cost of workers com-
pensationclaims. TheU.S. Department of Labor lists
thefollowing examplesof risk-pronepositions: posi-
tionsperforming key functions(e.g., techniciansmoni-
toring essentia equipment such ascomputers), posi-
tionswhereacohol or drug abusewould bedifficult
to detect (e.g., traveling or other off-site workers),
safety sengitive positions (e.g., heavy machinery op-
eratorsor security guards), and security sendtivejobs
with respongbility for ideas, products, inventory, cash,
proprietary material, or confidential documents.
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Two piecesof legidation reating to drug-free
workplace programswere proposed in the 2000 leg-
idativesesson, but neither progressed very far. House
Bill (HB) 0195 and a companion Senate Bill (SB)
0868 would have required certain contractors to
implement aDFW program under certain conditions.
HB 1519 proposed more extensive changesto exist-
ing DFW provisons. Ittransferred thedrug-freework-
place requirements for public employers from s.
112.0455, F. S., and the requirements for private
employersfrom chapter 440, F.S., to chapter 442, F.
S., diminating the duplicate provisonsof thetwo pro-
gramsand combining theminto oneact.* The Office
of Drug Control under the Executive Office of the
Governor wasdesignated asthe umbrellaagency for
the purposeof coordinating implementation of thepro-
gram among agenciesand departments. Thebill aso
revised provisionsreating to drug testing standards
and, importantly, provided for an increased premium
discount of 10% for workers' compensation insur-
ance.

Theselegiddiveinitiativesand their eventua
rejection attest to both the enduring interestin DFW
programsand the hesitancy to proceedin an areahav-
ing so many unknowns. The public perception that
drug abuseisapervasivesocid problemreadily trans-
latesinto adesireonthepart of policymakersto adopt
effective countermeasures. The problem, however,
isto separatewhat istruly effectivefromwhat merely
seemslikely to beeffective. Thischapter, after first
providing somebackgroundinformation onthe Drug-
FreeWorkplace Program, compilesand examinesdata
characterizing employer participation andinjury out-
comes, bothfrequency and cogts. Theam of theandy-
ssistoanswer thefollowing questions.

B Do DFW employers display different
characteristicsfrom othersby size, location, occupa-
tiond patterns, or industry type?

B Do DFW employers show a pattern of
consistency inrenewa of DFW certification?

B Do DFW employersdiffer from othersin
lost-timeinjury ratesand per-claim benefit costs?

B DoesaDFW program resultinanotice-
ablereductionininjury ratesand benefit costswithin
thefirst yearsof implementation?

Answersto thesequestionswill lay theground-
work for specific policy considerations.

Background

Florida sDFW program, enacted in 1990, was
among thefirstinthenation. A few statesestablished
reguirements concerning drug-free workplace pro-
gramsthat sameyear. Certain aspectsof what isnow
generally accepted policy wereintroduced even ear-
lier. For example, an amendment to the South Caro-
lina statute in 1988 stated that employerswere re-
quired to adopt and enforce safety rulesand regula-
tions. Employeeswho neglected to comply with safety
rules and regul ations could be denied compensation
for their injuries. Theconcept of benefit denid or re-
duction was|ater adopted by many other stateswith
respect to on-the-job intoxication or impairment due
todrug usage.

In 1989 Delaware passed aprovision permit-
ting employerswho promote and maintain safety in
theworkplaceto be charged reduced premiumsasan
incentive. Thislikewisebecameafacet of subsequent
DFW lawson other states. Floridaitself broached
thetopic of drug usagein 1989. A new provision that
year authorized an employer to requireemployeesto
submit to alcohoal or drug testsif theemployer sus-
pected that al cohol intoxication or the use of anon-
prescription drug caused aninjury. If drug abusewas
proven, an employer wasrequired to give 25% of the
employee' sweekly indemnity benefits, up to $5,000,
to adrug abuse program for rehabilitation of theem-
ployee. Another Floridaprovision, similar to South
Caralina's, passed in 1989 authorizing a25% reduc-
tioninindemnity benefitsfor injuries caused by the
willful refusal of theemployeeto useasafety appli-
ance provided by theemployer. Thefive-percent pre-
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mium credit for participationinthe program became
effectiveat the beginning of 1992.

A number of stateshaveprovisionsfor estab-
lishing certified drug-freeworkplacepolicies. Em-
ployer participationisvoluntary except in the case of
Texas, wherea 1990 provision hasrequired covered
employers with 15 or more employees to adopt a
policy designed to eiminate drug abusein thework-
place. Premium discountsare not addressed inthe
Texasstatute. Interestingly enough, however, Texas
istheonly statewhereworkers compensation cover-
ageitself isoptional for private sector employers of
thissize. Other states offer financial incentivesfor
implementation of adrug-freeworkplace program,
usualy intheform of aworkers' compensation pre-
mium discount or other reduction. Anexceptionis
Louisana whereemployersmay bedigiblefor acredit
against their state income tax to offset some of the
expensesincurred for substance abuse treatment ser-
vices. Many of the premium reduction lawswereen-
acted or amended in 1996 or | ater.

LikeFlorida, most stateshaving DFW finan-
cid incentives, including Alabama, Mississppi, South
Carolina, Tennessee, and Washington, offer afive-
percent premium discount or credit. Notably, how-
ever, the Washington provision sunsetsat the end of
2000.° InHawaii and Virginia, insurersmay offer pre-
mium reductionsof uptofive percent. Premiumdis-
countsinVirginiamay last up tofour years; the exact
percentage of thereductionisnot regulated. For Ar-
kansas, the credit shall beat |east five percent unless
the I nsurance Commissioner determinesthat five per-
centisactuarialy unsound. In 1997 Georgiaincreased
the premium discount to 7.5%, with theduration lim-
itedto eight years, thestate'sorigina 1993 provision
wasfor afive-percent discount tolast four years. Ohio
offersathree-tier program, with premium reductions
from six to 20 percent, with higher discountstied to
thelevel of participation and program requirements.
Ohio employersmay bedigiblefor four or fiveyears
of discount. Inldaho, an employer may receive a
deductionif qualifying, but theamount of thediscount

andtermsfor qualification areleft uptotheinsurers.
(Seeappendix A.)

With respect to drug testing ingeneral, states
vary widely inthetypesof testing that are permitted,
athough proceduresfor testing, where permitted, are
subject toregulation. Oneof thehdlmarksof FHorida's
origina law wasthat apositive post-injury drug test
would result in automatic denial of workers' com-
pensation benefits if the employer has adrug-free
workplace program. Subsequent caselaw and legis-
lation narrowed theirrebuttabl e aspect of thisprovi-
sion. Under theorigina statute, benefits could bede-
nied to aworker who, despite a positive drug test,
could demongtrateacompletelack of fault inthework-
placeincident resultingininjury.

A review of statelawsrevea ed that morethan
40 other stateshaveasimilar policy of denying or re-
ducingworkers' compensation benefitsin somecases
wherean employeeisintoxicated or testspositivefor
drug usage. In other states, such denial isnot predi-
cated onaDFW program. Severa statesmerely re-
duceworkers compensation benefitsrather than de-
nying them entirely, including Colorado, Idaho, Mis-
souri, and Wisconsin. Washingtonisanexclusverem-
edy state and does not reduce or deny benefits for
injuriesinwhich drugsor acohol areinvolved. Most
states specify that alcohol or drug usage must bethe
proximate or solecause of injury, or that the presump-
tion of injury causationisrebuttable and/or the burden
of proof ison theemployer. However, most do not
specify that, in order for benefitsto bedenied or re-
duced, theemployer must haveadrug-freeworkplace
or other drug testing policy.

Statesalso vary widely inthetypesof drug
testing permitted, although the proceduresfor permis-
shledrugteginggenerdly arecarefully ddimited. Also,
asmal number (including Cdifornia, Georgia, lllinois,
and South Carolina) requirethat subcontractorstothe
sate have someform of drug policy. InFHorida, exist-
ence of adrug-freeworkplace policy may serveasa
tiebreaker in cases of two or more contract bids of
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equal merit.

In Florida sDivision of Workers Compen-
sation, itisestimated that athird to one-half of al in-
coming callsontheemployer hotlineareinreference
to thedrug-freeworkplace program. Asaresult, the
division’swebsite has been enhanced to respond to
many of thefrequently asked questions, or FAQ's.®

Sinceanecdotal evidencefrequently playsa
rolein public policy discussions, thedivision queried
members of the division’s Advisory Council latein
1999. Thefour groupssurveyed werethe Workers
Compensation Administration, Employer, Employee,
and Sdlf-Insurance Advisory Committees. Of the49
guestionnaires sent out, 14 responseswerereceived
tothefollowing questions.

What has been the effect of DFW programs on
employeedrug usage? Half of therespondents ad-
mitted that they didn’t know, but theimpress onamong
otherswasthat employee drug usagewasmuch lower.

What has been the effect of DFW programs on
workplace injury rates? Again, many (six of 14)
repliedthat they didn’t know. Other committeemem-
bers perceived that, although drug usage was much
lower, workplaceinjury rateswereonly dightly lower.
Itisprobably not surprising that no respondent indi-
cated aperception that drug usage or workplacein-
jury rateswere higher under aDFW program.

Isthe DFW program cost effective? Among those
expressing an opinion on thistopic, therewas unani-
mousfedling that suchaprogramisat |east somewhat
cogt-effective.

|sthe 5% premium discount sufficient incentive to
prompt employer participation? A slight majority
expressed disagreement with this statement, and no
oneindicated strong agreement. Severd written com-
mentsrecommended alarger discount.

What are employees’ feelings about the program?

Among those responding, the great majority thought
that employeeswerevery or somewhat supportive of
aDFW program. A couplereported perceptions of
mixed fedlings, but nonereported having animpres-
sion that empl oyeeswere opposed to such aprogram.

Many respondents candidly noted that they
arenot totally convinced of the effectivenessof drug-
free workplace policy, but among respondents the
program appearsto be generdly uncontroversia, ex-
cept for some spirited disagreement with appellate
court rulings. A few additional commentsfrom advi-
sory committee membersarelisted below.

B Small employerstend not to take advan-
tage of the program—perhapstoo labor intensivefor
them.

B Theentireprogramiscumbersome, and
the courtshave madeit dmost impossibleto enforce.

B Definethestatutory language* reasonable
classficationbasis’ whenreferring tothe option” of
pre-employment testing.

B Theprogram should requireat least 10%
of the DFW employer’semployeesto berandomly
tested each year.

B Educate the general public via media,
school education, etc. on*“onemorereason” to avoid
drug/alcohol abuse.

Data and Analysis

Somelimited research on the use and effec-
tiveness of drug-freeworkplace programs has been
conducted. For example, thedivison’s1997 Annual
Report noted an actuarial analysis by the National
Council on Compensation Insurance (NCCI) of
Florida sdrug-freeworkplace program that was done
shortly after itsimplementation.” TheNCCI focused
on losses per $100 payroll for 1991-1993. NCCI
found that DFW employersreported higher lossesthan
non-DFW employers. However, DFW employers
experienced proportionally greater declinesinlosses
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during thisperiod. At thispoint, no updateto these
results has been rel eased, athough the study did pro-
videanintriguing insight asto thetypes of actuarial
analysisthat could bedone.

Floridaemployerswhoimplement acertified
DFW program areeligibleto receivea5% premium
credit onworkers compensationinsurance.® Insur-
ancecarriersprovideinformation on DFW participa-
tion to the NCCI.° Available data include the
policyholder’ sname, address, federal employer iden-
tification number (FEIN), effectiveand ending dates
of the policy, and the governing risk classification®
code. Each year NCCI providesto the division a
datafileof policieshaving an effectivedateduring the
previousyear. Filesof policieseffectivein 1996, 1997,
1998, and 1999 were availablefor analysis.*

Asafirg step, thesefileswereused to derive
frequency digtributionsfor DFW policieseffectivefrom
1996 through 1999, which were compared to those
for logt-timeclaims. Thiswasdoneto giveapreview
of how the characteristics of employerswith certified
DFW programs may differ from those of covered
employersingenerd. 1t might benoted that anecdotal
evidencewould seemtoindicateasubstantia degree
of underreporting of DFW policiesto NCCI, based
onthenumber of callsreceived by thedivisononthis
topic and of referencesto drug testing by employers
andinclassified ads. However, itispossiblefor an
employer to have adrug awareness or testing pro-
gramthat isnot certified for apremium credit. Also,
thedataexclude sdf-insured employers. Therewere
dightly morethan onehundred self-insured employers
that received an assessment credit at some point dur-
ing thistimeframe; information on effectiveand end-
ing datesof credit wasnot readily available.

A caveat should be noted in making compari-
sonsto logt-timeclaims. Theclaimsfile, fromwhich
dataonindividual injuriesare obtained, attemptsto
capture dataon theindividual injured worker, e. g.,
that person’srisk classification and the county where
the injury occurred. On the other hand, the DFW

policyholder file contains corresponding information
only for individua employers—inthisinstance, asngle
risk classification code and the address of the com-
pany headquarters. For multi-county employers, this
may biasthe countsof DFW policiestoward theur-
ban counties since company headquartersaremore
likely to belocated in highly populated areas. Simi-
larly, each policyhol der record containsonly one* gov-
erning” risk dassfication, whichwill limit thevariety of
codesreported.

County Location

Seven of Florida's67 countiesdominatethe
state’seconomy: Dade (Miami), Broward (Ft. Lau-
derdale), Palm Beach (West Palm Beach),
Hillsborough (Tampa), Pinellas (St. Petersburg), Or-
ange (Orlando), and Duva (Jacksonville). According
to estimatesfrom the Office of Labor Market Statis-
tics, Local AreaUnemployment Statistics Program,
these counties contained 57.1% of the state’ sempl oy-
ment from 1996 through 1999. These seven counties
accounted for over 56.3% of lost-time claimsduring
this period, and were likewise hometo thein-state
headquartersof 56.3% of certified DFW policyhold-
ers. Thus, theredoesnot appear to beabiasin DFW
participation toward the most highly popul ated coun-
ties. Further examination of the datafor mid-sized
countieslikewisereved ed that the geographic disper-
sionof DFW policyholdersissimilar to that of non-
DFW employers.

Risk Classification

Inexamination of thefrequency distribution of
governingrisk classification themost striking finding
wasthat therisk classification type of Automobile
Service/Repair Center/Driversaccounted for by far
thelargest number of DFW policies.? Readersof the
divison’'squarterly risk classfication bulletinmay note
that thiscategory has never appeared among therisk
classficationshavingthemost injuries. Infact, from
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1996 through 1999 it ranked 65" interms of overall
frequency of lost-timeclaims. Thisprovidedthefirst
evidencethat there may be notabledifferencesamong
industriesin the percentage of employersobtaining
DFW certification. Clerica Office EmployeesNOC®
wastheonly risk classification ranking inthetop ten
onbothrankings. A number of risk classficationsre-
lated to construction tradeswere a so listed on both
rankings. These occupationsareknown to be poten-
tialy hazardous, and impairment dueto drug or aco-
hol use may posesignificant risksof injury.

Continuous Participation in Drug-Free Workplace
Programs

Individual NCCI fileswere matched across
thefour policy years, dlowing for examination of pat-
ternsof participationin DFW programsduring this
period. For thefour yearscombined, therewere ap-
proximately 14,000 employerswith federal employer
identification numbersand DFW participationin at
least oneyear. Among theserecordseach one of the
16 possible combinations of DFW participation oc-
curredin at |east one percent of the cases. Themost
frequently occurring combinationwasof anemployer
who had aDFW program in 1999, but in none of the
previousyears, accounting for 25.7% of all records.
For thefile asawhole, 47.5% of employershad a
DFW palicy inonly oneof thefour years, 24.4% had
apolicy during two years, and 15.3% during three
years. Theremaining 12.8% had DFW programsall
four years.

The combined datarevea ed anotable degree
of attritionin policy years 1997 and 1998, but |essso
in1999, asshowninFigureB2.1. Toillustrate, the
figurereveasthat 1,592 employershad aDFW pro-
gram effectivein 1998, but not in either 1996 or 1997.
Of these 1,592 employers, 1,055 also appeared on
thefileof DFW policyholdersin 1999. Notethat un-
reported records, and missing or miskeyed FEINS,
could a'so contribute to theindicated attrition rate.
However, thesefiguresdo indicate asurprising de-

greeof either dropping DFW certification or perhaps
of incompletereporting, either of which could call into
question the use of the NCCI datafor trend anaysis.
Ontheother hand, if thedataarein fact representa-
tiveof theparticipation of al DFW policyholders, this
calsinto question the effectiveness of afive-percent
premium reduction asan incentivefor employersto
maintainaDFW program. It may bethat many em-
ployershavenot found implementation of aDFW suf-
ficiently effectivein reducing thefrequency and cost of
workplaceinjuriestowarrant continued parti cipation.
Theremay also bealack of awarenessabout the need
to renew certification each year.

Industry Type

Additiond information hasrecently been made
availabletothedivisionto alow better comparisons
of injury ratesby industry. The sourcedatafor this
anaysisisthe ES202 quarterly report of employment
covered by Unemployment Compensation (UC).
Coverage under UC ismore comprehensivethanfor
workers' compensation, so agood match of DFW
policyholdersto UC recordsshould bepossible. Fed-
eral employer recordsweredeleted fromthe UCfile
because state workers' compensation law does not
cover them. Also, stateand local government records
weredel eted because therewereinsufficient numbers
of claimsmatching to DFW policyholder recordsto
providereliableresults. Finaly, inorder toachievea
morecrediblematchtolost-timeclamsdata, employer
recordswerede etedif their UC-reported filesshowed
monthly employment of lessthanfour duringtheentire
period from 1996 through 1999.1 That is, thiswas
an attempt to create afile of “probable WC cover-
age’ employers. Thus, evenreported employment of
four inasinglemonth would cause an employer to be
includedinthefile. Despitethe conservativeinterpre-
tation, thisruleexcluded athird of the UC database.

TableB2.1 confirmsthat thereare notabledif-
ferencesin DFW participation among industries, with
M anufacturing and Construction having the largest
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Table B2.1

Private Employers by Industry Type and Drug-Free Workplace
Status: 1996-1999

Estimated Number of WC-Covered 1996-1999 DFW Program Implementation
Private Sector Employers by 1996 1997 1998 1999 Four-Year Average
Major Industry Division* Non- DFW Non- DFW Non- DFW Non- DFW Non- DFW
DFW | # % | DFW | # % | DFW | # % | DFW | # % DFW | # %

Adgriculture, Forestry, Fishing 7236 141 1.9%| 7,200 133 1.8%| 7,410 158 21%| 7,000 200 27%| 7,234 158 21%
Construction 28,878 1,295 4.3%| 28809 1,193 4.0%| 29,395 1,416 4.6%| 28414 2,212 7.2%| 28874 1,529 5.0%
M anufacturing 9349 626 6.3%| 9381 540 54%| 9508 610 6.0%| 8873 826 85%| 9278 651 6.6%
Transportation, Communication, Utilities| 7,214 263 3.5%| 7,491 248 3.2%| 7,659 256 32%| 7,205 356 4.7%| 7,392 281 3.7%
Wholesale Trade 16,660 475 2.8%| 17,091 480 2.7%| 16,790 506 2.9%| 15873 717 4.3%| 16,604 545 3.2%
Retail Trade 34961 713 2.0%| 35541 626 1.7%| 35731 676 1.9%| 34,213 831 24%| 35112 712 2.0%
Finance, Insurance, Real Estate 13231 191 14%| 13630 187 14%| 13956 195 14%| 13524 231 1.7%| 13585 201 15%
Services 68,399 1,161 1.7%| 71,234 1,032 1.4%| 72,423 1,173 1.6%| 70,080 1,598 2.2%| 70,534 1,241 1.7%
TOTAL 188,717 4,885 2.5%| 193,864 4,463 2.3%| 196,133 5,009 2.5%]| 188,097 7,006 3.6%|f 191,703 5341 2.7%

*Excludes entities other than construction whose monthly employment did not exceed three workers at any time during 1996-1999. Data

for Mining are excluded for confidentiality reasons because of the relatively small number of employers. The Total row includes a small

number of employers for which industry code was not available.

Source: National Council on Compensation Insurancefilesof Certified Drug-Free Workplace Policies effectivein 1996,
1997, 1998, and 1999;and ES202 files of employers covered by the Florida Unempl oyment Compensation L aw, Office of

Labor Market Statistics

proportions of DFW policyholders, and Transporta-
tion, Communication, and Utilities adistant third.
Readersof thedivision’sannual report™will notethat
these ared so among theindustrieshaving the highest
proportion of lost-timeinjuries. Equaly notableisthe
low overal participationin certified DFW programs,
whichevenin 1999 remained bel ow four percent. This
isparticularly noteworthy considering thedatadis-
playedin FigureB2.1 reveding significant atritionin
DFW participation. Together, the datashow only a
very small base of consistent DFW certified policy-
holders, possibly aslow asonepercent of al eigible
employers.t®

Sze of Employer

Dataon averageemployment fromthe ES202
filecan aso be used to test the hypothesisthat DFW
employersarelarger than average. The combined
database did permit comparative analysisof sizeand

injury rates based on an employer’sDFW status, as
shown in Table B2.2 for private sector employers.
Again, industry detail isshown becauseemployer size
varieshy industry aswell. Thedatado confirmthe
hypothesisthat DFW employerstend tobemuch larger
than average, approximately twiceaslargeinfact. Of
course, amore stringent rulefor defining probable
workers compensation coveragethanthat inthepre-
ceding paragraph would givedifferent results, but the
differencein averageemployment isnotable.

Employment Covered by DFW Policies

Theemployment datafromthe ES202filecan
al so be used to make arough estimate of the propor-
tion of WC-covered employeesin Florida under a
certified DFW program, as shown in Table B2.3.
Because of thedifferencein sizeof DFW employers,
the percentagesare much larger thanin Table B2.1.
TableB2.3 d soreflectsthegrowthin DFW policies
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Table B2.2

Average Employer Size by Drug-Free Workplace Status 1996-1999:
Private Employers by Industry

Average Employment of Estimated 1996-1999 DFW Program Implementation
WC-Covered Private Employers: 1996 1997 1998 1999
Magjor Industry Division* Non- Non- Non- Non-

DFW DFW DFW DFW DFW DFW DFW DFW
Adgriculture, Forestry, Fishing 19 A 19 32 18 36 20 40
Construction* * 9 32 9 3 9 32 9 32
Manufacturing 45 65| 46 71| 47 70| 46 66
Transportation, Communication, Utilities| 37 49| 37 48| 38 39 69
Wholesale Trade 16 49 16 4| 17 48 17 48
Retail Trade 31 62| 32 65| A 36 60
Finance, Insurance, Real Estate 28 51| 24 53| 26 67\ 29 67
Services 24 8| 27 8| 28 8| 30 112
TOTAL 24 56| 25 5| 26 57| 21 62

*Excludes entities other than construction whose monthly employment did not exceed three workers at any time during 1996-1999. Data
for Mining are excluded for confidentiality reasons because of the relatively small number of employers. The Total row includes a small

number of employers for which industry code was not available.

**|f construction employers were subject to the same selection criteria as other industries, the average non-DFW construction employer

size would be 13 for 1996-97 and 14 for 1998-99.

Source: National Council on Compensation Insurancefilesof Certified Drug-Free Workplace Policies effectivein 1996,
1997, 1998, and 1999; and ES202 files of employers covered by the Florida Unemployment Compensation Law, Office of

Labor Market Statistics
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in1999. Thistableshedsamorepositivelight onthe
question of whether there are enough employerspar-
ticipating in DFW to potentially makeadifferencein
workplace safety at theaggregatelevel. Theprevious
results showed that only asmall percentage of em-
ployershave certified DFW policies. However, be-
causeof their larger Szethey are estimated to account
for between five and ten percent of WC-covered
employment. Notein comparinglogt-timeinjury rates
by industry and the percentage of DFW employment
inTableB2.3that Congtruction hasthehighest of both
proportionsand Finance, Insurance, and Real Estate
thelowest. Thismay imply that DFW policyholders
could haveagreater potential effect on claimsreport-
ing than evenindicated by their proportion of employ-
ment covered by workers' compensation.

Lost-Time Claim Characteristics
As noted above, the larger issue involves

quantitativedataon any differencesin claimsfor inju-
riesunder aDFW program versusthosethat are not.

Cases in the division’s lost-time claims file were
matched to NCCI datausing the employer’sFEIN,
limiting the number of casesthat could be matched.
Again, thenumber of matchesto governmental orga-
nizationswasinsufficient to providerdiableresults, so
further analysiswaslimited to private sector employ-
es.

Logt-timeclamswereplacedinthefollowing
categoriesof andysis:

B Injuriesoccurring for employerswho had
aDFW policy with an effective date from the begin-
ning of 1996 through the end of 1999

B Injuriesoccurring for employerswhodid
not haveaDFW policy effectiveduring thisperiod

Preliminary anaysiswasasodoneinconsid-
ering workplace injuries that occurred outside the
effective dates of reported DFW policiesor within
thefirst year of programimplementation. However,
comparisons based on other variables” revealed no
sgnificant differencesbetween characteristicsof these
clamsand those of other employerswho had aDFW

[ Table B2.3]

Estimated Percentage of WC-Covered Employment Under a
Certified Drug-Free Workplace Policy by Industry Type: 1996-1999

Major Industry Division* 1996 1997 1998 1999
Agriculture, Forestry, Fishing 34% 30% 40% 54%
Construction 139% 131% 141% 21.7%
M anufacturing 88% 82% 87% 11.8%
Transportation, Communication, Utilities| 46% 41% 45% 7.9%
Wholesale Trade 7% 70% 80% 11.0%
Retail Trade 39% 35% 33% 3%
Finance, Insurance, Real Estate 25% 29% 34% 38%
Services 54% 41% 48% 7.9%
TOTAL 57% 50% 54% 79%

*Excludes entities other than construction whose monthly employment did not exceed three workers at any time during 1996-1999. Data
for Mining are excluded for confidentiality reasons because of the relatively small number of employers. The Total row includes a small

number of employers for which industry code was not available.

Source: National Council on Compensation Insurancefilesof Certified Drug-Free Workplace Policies effectivein 1996,
1997, 1998, and 1999; and ES202 files of employers covered by the Florida Unemployment Compensation Law, Office of

Labor Market Statistics
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policy during thefour-year period. Theonly differ-
encesinvolved theissue of whether or not the em-
ployer had a DFW program effective at any time
during thefour-year period. Fortheremainingclams
andysisinthisreport, theterms” DFW employer” and
“non-DFW employer” will refer to those employers
that, respectively, did or did not have at | east one cer-
tified DFW policy with an effective date between Janu-
ary 1, 1996, and December 31, 1999.

Per-Claim Costs

Tofurther examine differencesin lost-time
clamsunder thedifferent DFW indicators, average
indemnity, medical, and settlement amountswereana-
lyzed. Thiswasdoneto provide apreliminary re-
sponseto the policy question of whether theimple-
mentation of aDFW policy hasan effect on per-claim
benefit amounts. T-testswere doneto determineif

therewasadtatistically significant differencein aver-
agebenefitspaid. Sincebenefitsarereported cumu-
latively, it was necessary to segment the database,
grouping clamsby year of injury. Theresultsaresum-
marizedin TableB2.4. The“ <" symbol denotescases
wherethedifferencein meansisstatistically signifi-
cant at a five percent level of confidence. There-
sultsshow adidtinct, satisticaly significant, difference
for amost every year intotal indemnity and medical
benefits. Differencesin settlement amountswere not
gatigticaly sgnificantinany year, however.

An unexpected result, at first glance, isthat
benefitspaid for injuriesunder DFW employerswere
generally higher than benefits paid for non-DFW
employees.®® Recdl, however, that thedistribution of
DFW employersby industry typeisvery different from
that of other employers. Thisisanimportant obser-
vation because mining, construction, and, to alesser
extent, manufacturing report the most expensiveinju-

Table B2.4 |

Average Benefits for Lost-Time Claims by Year of Injury
and Employer’s Drug-Free Workplace Status

Year of Type of Non-DFW| Statistical | DFW**
Injury Benefits Employer | Significance* | Employer
1996 |Settlement Award $23,592 $23,272
Total Indemnity $4,804 < $5,297,
Total Medical $8,050 $7,980
1997 |Settlement Award $19,027 $19,210
Total Indemnity $4,251 < $4,826
Total Medical $6,914 < $7,872
1998 |Settlement Award $14,418 $15,250
Total Indemnity $3,420 < $3,920
Total Medical $5,665 < $6,815
1999 |Settlement Award $9,954 $10,890
Total Indemnity $2,116 < $2,277
Total Medical $3,652 < $4,582

*An entry in this column means there is a statistically significant difference in the means at a 95% level of confidence.

** An employer with a DFW policy effective any time in 1996-1999

Source: Division of Workers' Compensation Claims File as of February 29, 2000, and National Council on Compensation Insurance files of
Certified Drug-Free Workplace Policies effective in 1996, 1997, 1998, and 1999
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riesintermsof benefit costs. Since DFW employers
aredisproportionately represented in thesedivisions,
isit possiblethat thevariation in benefits paymentsis
dueprimarily to differencesinindustry composition?
TableB2.5 displaystheresultsof t-testsof average
benefitsafter controlling for both year of injury and
indudtry division.

Theseresultsverify that the differencesinav-
erage benefits shown in Table B2.3 above can be
largely accounted for by thedifferenceinindustry clas-
sifications between the two employer comparison
groups. That is, inthedatapresented thusfar, thereis
not asignificant, congstent differencein benefit costs
between DFW and non-DFW employers. Themost
remarkabl efinding wasthedifferencein patternsfor

Table

B25]

Average Benefits for 1996-1999 Lost-Time Injuries
by Major Industry Division and Drug-Free Workplace Status

Major Industry Type of Non-DFW Statistical DFW
Division Benefits Count Mean |[Significance* | Count Mean
Agriculture, Settlement Award | 2,096 $19,077 > 332 $15598
Forestry, Total Indemnity 7912  $3370 1227  $33%4
& Fishing Total Medical 7967  $7,284 1220  $6,247
Mining Settlement Award 66  $24,807 27 $17,325
Total Indemnity 298 $4447 125  $5143
Total Medical 289 $9,264 126 $6,964
Construction  |Settlement Award | 5255  $23591 2590 $23161
Total Indermity | 18412  $5,853 > 8806  $5428
Total Medical 18,228 $8,974 8,635 $3,484
Manufacturing |Settlement Award | 3,698 $21,821 > 1127  $19,376
Total Indemrmity | 16,196  $4,210 4272 $42240
Total Medical 15,872 $7,198 4,224 $6,927
Transportation, |Settlement Award [ 2,085 $23,170 454 $23,047
Communication, | Total Indemmity | 14,242  $4,400 1922 #4511
& Utilities Total Medical 14,217 $5,511 < 1,826 $6,498
Wholesale Settlement Award | 1,704  $19,125 548  $19,267
Trade Total Indemnity 7635  $3970 2209 $3848
Total Medical 7,440 $6,360 2,163 $7,551
Retail Trade Settlement Award | 7,170  $16,082 910 $17,133
Total Indermity 33,972 $2,864 < 3,362 $4,079
Total Medical 33,079 $5,306 < 3,349 $6,332
Finance, Settlement Award | 1,351  $21,205 180 $18,925
Insurance, & | Total Indemnity 5182  $4,151 629  $4,068
Real Estate Total Medical 5,136 $6,917 629 $7,011
Services Settlement Award | 12566  $18,844 > 2293 $17,597
Total Indemrmity | 52,769  $3,711 8055  $359%
Total Medical 51,583 $6,260 7,758 $6,259

*An entry in this column means there is a statistically significant difference in the means at a 95% level of confidence
Source: Division of Workers' Compensation Claims File as of February 29, 2000, and National Council on Compensation
Insurancefilesof Certified Drug-Free Workplace Policies effectivein 1996, 1997, 1998, and 1999
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thegoods-producing industriesversusthe service-pro-
ducing sector.*® Theresultsfor thefour goods-pro-
ducing divisonswerethosethat might have been an-
ticipated, under the assumption that aDFW policy
wouldresultinlesssevereinjuriesand thuslesscostly
claims. Inthe caseswherethereweresignificant dif-
ferencesinindemnity benefitsor settlement awards,
themeanwasawayslower for the DFW policyholder

group.

Notably, thiswasnot truefor the service-pro-
ducingdivisons. Thereweresgnificant differencesin
total benefitsfor two divisions, with DFW having the
higher costs. For Retail Trade and Transportation,
Communication, and Utilitiesamajor cost driver ap-
peared to be differencesin hospital expenses. Inthat
hospital datainclude both emergency roomvisitsand
inpatient care, inferencesabout “ severity” aredifficult
tomake. Atthispoint, thedifferencein hospital ben-
efit costs both between DFW/non-DFW employers
aswell asbetween goods/service-producing indus-
triesisunexplained. Retail Tradea so provedtobean
anomay inbeingtheonly mgor industry divisonwhere
physician costsand total indemnity benefitsweresig-
nificantly higher for DFW claims. Theindemnity ben-
efitisparticularly notablein the context of wagerates
inretal trade, whichtraditionally aremuchlower than
indl other industry divis onsexcept agriculture.

Aninteresting related findingwasin average
rehabilitation benefits, acomponent of total medical
costs. Inamgjority of industry divisions, averagere-
habilitation benefitswere significantly lower for DFW
claims. However, further analysisof proportions of
claimswith rehabilitation benefitsrevealed that DFW
employersor carriers are somewhat morelikely to
providerehabilitation servicesto claimants. Lessre-
strictivedigibility requirementsfor thisbenefit may
explain lower per-claim costs; claimswith zero ben-
efitsare not included in the cal culation of the aver-
ages. Theremay beasimilar, though lessobvious,
effect at work with regard to settlement awards. In
summary, however, thefindingsinvolving effects of
DFW programson per-claim benefit costsareincon-

Sistent at thispoint.

ClaimFrequency

Actuaria analysisof stateworkers compen-
sation systems showsthat severity of workplacein-
jury, asmeasured by per-claim benefit expenditures,
isonly one component of total costs. Possibly the
greatest cost driver isthefrequency of workplacein-
juries. Simple countsof lost-time claimsneed to be
adjustedintoinjury ratesto permit comparativeanayss
between groupsof employers. Previousissuesof the
divison’'sannud report haveincluded estimatesof |og-
timeinjury ratesby industry divison. Theserateshave
been dight underestimates because the denominator
has been total employment, not covered employment
under workers compensation.

Thisanalysisrequired athree-way match of
data from the disparate sources,?® using employer
FEIN asthekey field. Unfortunately, FEIN isnot a
required fildinany of thethree databasesandispre-
sumably not audited for accuracy, which limited the
matching process? TableB2.6 clearly showstheno-
tabledifferencesininjury ratesbetweenthe DFW and
non-DFW privateemployersfor each year, indicating
markedly higher ratesfor DFW employers. Thecom-
binedindustry ratesare showninFigureB2.2. The
distinction between DFW and non-DFW employers
likewise holdstruewithin every major industry divi-
son. InCongructiontheDFW injury rateisroughly a
third higher than for other employers, whilein Whole-
sale Tradeand Finance, Insurance, & Real Estatethe
DFW rate is more than double. Itisreasonableto
hypothesizethet ardatively highinjury ratemay prompt
DFW participation. That is, thoseemployerswithhigh
frequency (aswell asseverity) of logt-timeinjurieswill
have greater perceived incentivesto implement pro-
gramssuch as DFW to |essen the costs of workplace
accidents. FigureB2.2 doesinfact show adighttime-
dependent narrowing of the gap between DFW and
non-DFW injury rates.
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Table B2.6

Injury Rates by Drug-Free Workplace Status 1996-1999:
Private Employers by Industry Type

1996-1999 DFW ProgramInplementation
Private Employers: 199% 1997** 1998** 1999+ * Four-Year Average
Major Industry Division* Non- DFW Non- DFW Non- | DFW Non- | DFW Non- | DFW
DFW # % DFW # % DFW | # % DFW | # % DFW [ # %
Agriculture, Forestry, Fishing
Number of Enployers 7,236 141 1.9%) 7,200 133 1.8% 7,410 158 21% 7,090 200 2.7% 7,234 158 21%
Count of Lost-Time Claims 2,243 138 58% 2,152 133 5.8% 1,987 155  7.2% 1624 132 7.5% 2,002 140 65%
Injury Rate per 100 Workers 1.61 2.85 1.58 3.13 1.46 2.71 117 1.65 1.45 2.49
Construction
Number of Employers 28,878 1295  43%| 28809 1,193 40%| 20395 1416 46%| 28414 2212 7.2% 28874 1529 50%
Count of Lost-Time Claims 6,224 1403 184% 6,054 1269 17.3% 5370 1239 187% 4186 1580 27.4% 5459 1373 201%
Injury Rate per 100 Workers 245 3.42 2.29 3.18 1.93 2.72 1.66 2.26 2.08 2.79
Manufacturing
Number of Enployers 9,349 626 6.3% 9,381 540 5.4% 9,508 610 6.0% 8,873 826 8.5% 9,278 651 6.6%
Count of Lost-Time Claims 4,491 849 15.9% 4,203 665 13.7% 4,350 669 13.3% 3,466 88 20.0% 4,128 763  15.6%
Injury Rate per 100 Workers 1.06 2.09 0.98 1.73 0.97 1.56 0.85 1.60 0.97 1.74
Transpor tation, Communication, Uilities
Number of Enployers 7,214 263 35% 7,491 248 3.2% 7,659 256 3.2% 7,205 356 4.7%| 7,392 281 3.7%
Count of Lost-Time Claims 4,054 380 8.6% 4,191 271 6.1% 3,695 313 7.8% 3,005 326 9.8% 3,736 323 7.%
Injury Rate per 100 Workers 151 2.97 151 2.26 1.27 231 1.06 1.33 1.34 2.14
Wholesale Trade
Number of Employers 16,660 475 2.8%| 17,091 480 27%| 16,790 506 29%| 15873 717 4.3% 16,604 545  32%
Count of Lost-Time Claims 2,5%4 525 16.8% 2,630 450  14.6% 2418 482  16.6% 2,096 611 22.6% 2,435 517 17.5%
Injury Rate per 100 Workers 0.95 2.24 0.94 212 0.86 1.98 0.76 1.78 0.88  2.00
Retail Trade
Number of Enployers 34,961 713 2.0% 35541 626 1.7% 35,731 676 19% 34,213 831 2.4% 35,112 712 2.0%
Count of Lost-Time Claims 10,519 555  50%| 10,289 561 52%| 10044 502  48% 8,861 545 5.8% 9,928 541 52%
Injury Rate per 100 Workers 0.96 1.26 0.91 1.38 084 123 0.72 1.08 0.86 1.23
Finance, Insur ance, Real Estate
Number of Employers 13,231 191 14%| 13,630 187 14%| 13956 195  14%| 13524 231 1.7% 13,585 201  15%
Count of Lost-Time Claims 2,617 114 4.2%) 1,445 112 7.2% 1,292 119  84% 979 216  18.1% 1,583 140 8.1%
Injury Rate per 100 Workers 0.69 1.16 0.44 1.13 0.35 0.91 0.25 1.39 0.43 1.16
Services
Number of Enployers 68,399 1,161 1.7%)| 71,234 1,032 14% 72423 1173 1.6% 70080 1,598 2.2% 70534 1241 1.7%
Count of Lost-Time Claims 12,633 1128  82%| 14,980 1,054 6.6%| 14004 1147 7.6%| 10367 1661 13.8% 12996 1,248 88%
Injury Rate per 100 Workers 0.76 1.19 0.79 1.28 0.69 1.13 0.50 0.93 0.68 111
Total
Number of Enployers 188,717 4,885 25%| 193864 4,463 2.3%| 196133 5009 25%| 188,097 7,006 36%|| 191,703 5341 2.7%
Lost-time Claim Count 50,235 5,106 9.2% 51,543 4,522 8.1% 48146 4,639 88%| 41,773 5945 125% 47924 5053 9.5%
Injury Rate per 100 Workers 111 1.87 1.08 1.81 0.95 1.61 0.82 1.36 0.99 1.63

*Excludes entities other than construction whose monthly employment did not exceed three workers at any time during 1996-1999. Data for Mining are excluded for confidential-
ity reasons because of the relatively small number of employers. The Total rows include data for a small number of employers for which industry code was not available.

**Claims data for 1997-1999 are preliminary.

Source: Division of Workers' Compensation Claims File as of August 31, 2000; National Council on Compensation | nsurancefilesof Certified Drug-Free
Workplace Policieseffectivein 1996, 1997, 1998, and 1999; and ES202 files of employers covered by the Florida Unemployment Compensation Law, Office of

Labor Market Statistics
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Trendsin Per-Claim Costs

Because DFW employersdiffer from others,
asmplecomparison of average benefitspaymentsmay
not beappropriate. Theconfounding problemisthat
of self-selection. Implementation of aDFW policy is
voluntary, and employerswitharelatively highclams
experiencemay feel moreof afinancial incentiveto
take stepsto potentia ly reduce claimsfrequency and
lower premium costs. The paradox, then, isthat em-
ployerswho implement aDFW program may indeed
reducetheir claimsfrequency, but their post-imple-

mentationinjury ratesmay till be higher than those of
other employerswhofét no strongincentivetoimple-
ment aDFW policy inthefirst place. Notethat the
analysssofar hasprovided partial answersto policy-
relevant questions stated in theintroduction. First,
DFW employersarenotably different from othersin
termsof their sizeand industrial composition. Like-
wise, DFW employersa so show somesignificant dif-
ferences per-claim benefit amounts, even after con-
trolling for industry differences. Another questionin-
volveswhether or not theimplementation of aDFW
policy resultsinareductionin claim costsand rates.

(Figure B2.2)

Lost-Time Injury Rates per 100 Workers
by Drug-Free Workplace Status by Year: Private Employers*
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*Excludes entities other than construction whose monthly employment did not exceed three workers at any time during 1996-1999.
Data for Mining are excluded for confidentiality reasons because of the relatively small number of employers. The Total rows include
data for a small number of employers for which industry code was not available.

**Claims data for 1997-1999 are preliminary.

Source: Division of Workers' Compensation Claims File as of August 31, 2000; National Council on Compensation
Insurancefilesof Certified Drug-Free Workplace Policieseffectivein 1996, 1997, 1998, and 1999; and ES202 fil es of
employers covered by the Florida Unemployment Compensation Law, Office of Labor Market Statistics
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Thisrequiresan inspection of average costsover time
for DFW employers. For purposesof thisanalysis,
fivesubgroupsof thefileweredefined.

B DFWinadll fouryears

B DFWin 1997-1999, but not 1996

B DFW in1998-1999, but notin 1996 or
1997

B DFWin1999only

B No DFW program during the four-year

period.

Employerswho had aDFW in oneyear but
not inthe next weredeleted fromtheanalysis.? Av-
eragesfor logt-timeclaimsamong thesefiveemployer
groupsacrossthefour injury yearsare shownin Fig-
ure B2.3 (for indemnity benefits), Figure B2.4 (for
medical benefits), and Figure B2.5 (for settlement

awards). Again, the pattern of declinebased onim-
maturity of datafor recent yearswill befamiliar to
readersof thedivision’'sannual report. However, the
resultsdo not provide strong evidenceto support the
hypothes sthat implementation of aDFW will resultin
adeclineinaverageclam codts, at least over theshort
run. Mature claim cost datawill be needed to con-
firm, or contradict, theseinitia findingswith respect to
long-term claim codts.

Trendsin Claim Frequency

Aswasdoneinthecaseof averageclam codts,
an attempt was madeto examinetheissue of changed
injury rates based on year of implementation of a
DFW program. Theresultsareshownin TableB2.7,
with comparativeinjury ratesdisplayed graphicaly in
FigureB2.6. Theresultsconfirmthat non-DFW em-

Qéigure Bz}j

Comparison of Average Indemnity Benefits by Year of Injury and
Year of Employer’s Implementation of a Drug-Free Workplace Policy
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Compensation Insurancefiles of Certified Drug-Free Workplace Policieseffectivein 1996, 1997, 1998, and 1999
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Gigure BZE

Comparison of Average Medical Benefits by Year of Injury and Year
of Employer's Implementation of a Drug-Free Workplace Policy
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Gigure BZB

Comparison of Average Settlement Awards by Year of Injury and
Year of Employer’s Implementation of a Drug-Free Workplace Policy
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ployershave consstently lower injury rates. Among
theemployerswho did haveaDFW program during
thisperiod, therewasno pervasive pattern of changes
ininjury rate based on theyear of implementation.?
Additiona anadysiswasdoneof injury ratesby DFW
implementationyear withinmgor industry division, but
theresultsweresimilarly inconclusive. Thisprelimi-
nary analysis does not provide persuasive evidence
that implementation of aDFW programwill resultina
quick reductioninlost-timeinjury rates.

To summarize, the preceding dataandysiswas
intended to shed light on the policy-relevant questions
stated intheintroduction regarding the characteristics
of DFW employers and the effectiveness of DFW
programs.

Do DFW employers display different characteris-
tics from others by size, location, occupational
patterns, or industry type? The general answer to
thisquestionis“yes.” DFW employersare notably

Table

B2.7]

Employer Size and Injury Rates by Year of Drug-Free Workplace
Implementation: 1996-1999

1996-1999 DFW Program Implementation
Private Employers* Non-DFW DFW in DFW in DFW in DFW in
Employer | 1996-1999 ] 1997-1999 | 1998-1999 1999

1996 Data

Number of Employers 173,675 1,217 484 839 2,042

Average Employment 25 61 40 49 47

Lost-time Claim Count 45,431 1,245 483 877 1,777

Injury Rate per 100 Workers 1.06 1.67 2.48 2.13 1.86
1997 Data

Number of Employers 178,522 1,217 639 876 2,173

Average Employment 25 63 48 52 58

Lost-time Claim Count 45,793 1,354 423 928 2,096

Injury Rate per 100 Workers 1.02 1.77 137 2.03 1.66
1998 Data

Number of Employers 180,746 1,217 639 1,088 2,322

Average Employment 26 65 52 55 66

Lost-time Claim Count 43,299 1,283 455 970 2,064

Injury Rate per 100 Workers 0.91 1.63 1.38 1.61 1.34
1999 Data

Number of Employers 174,539 1,217 639 1,088 2,778

Average Employment 28 67 54 57 64

Lost-time Claim Count 39,108 1,145 500 944 2,145

Injury Rate per 100 Workers 0.80 1.41 1.45 1.52 1.21

*Excludes entities other than construction whose monthly employment did not exceed three workers during 1996-1999.

Source:; Division of Workers' Compensation Claims File as of August 31, 2000; National Council on Com-
pensation Insurancefilesof Certified Drug-Free Workplace Policies effectivein 1996, 1997, 1998, and 1999;
and ES202 files of employers covered by the Florida Unemployment Compensation Law, Office of Labor

Market Statistics
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Comparison of Injury Rates by Year of Implementation
of a Drug-Free Workplace Policy
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Statistics

larger than otherswithin the sameindustry, whichis
not surprising considering that acertified DFW pro-
gram doesentail someadministrativeexpense. Like-
wise, therearedistinct differences by industry type,
andthusrisk classfication. DFW employersaremore
preval ent in the goods-producing sector, whichin-
cludes construction, manufacturing, agriculture, and
mining. Theseindustry divisonsaregenerally class-
fiedby NCCl as*highrisk.”

Do DFW employers show a pattern of consistency
in renewal of DFW certification? The answer to
thisisaqualified“no,” based on attemptsto match
NCCI files of policyholders across the four years.

Althoughtheoverall count of DFW policiesshowed a
generd pattern of growth, therate of renewal did not
imply ashighaleve of continued commitment tothe
program as might have been expected. However, the
proportion of DFW policyholderswasnotably higher
in 1999, perhapssignaling arenewed interest inthe
program. 1n 1999 the percentage of DFW-covered
employment exceeded ten percent for severa indus-

try types.?*

Do DFW employersdiffer from othersin lost-time
injury ratesand benefit costs? Theresponsetothis
questionisacorollary tothat for thefirst question. In
keeping with their differencesby industry type, DFW
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employerscollectively had both higher injury ratesand
higher per claim coststhan others. However, control-
lingfor industry typeaccounted for much of thediffer-
ence.

Doesa DFW programresult in a noticeabl e reduc-
tionininjury ratesand benefit costswithin thefirst
few years of implementation? Considering thedif-
ferencein compaosition of DFW employers, thisanaly-
siswas part of an effort to addresstheissue of how
much higher DFW employers injury ratesand clams
costsmight have been had they never implemented a
DFW program. Becausethisportion of theanaysis
specificaly utilized policy effectiveand ending dates,
aswell asadditional segmentation of the database, it
particularly suffered from problemsof incompleteand
immaturedata. Nevertheless, thefindingsoffered, at
best, minimal support for the supposition that imple-
mentation of aDFW programwill offer aquick fix to
workers compensation claim costs. When consid-
ered relativeto theresultsfor non-DFW employers,
therewas no dramatic declinein either frequency of
clamsor per-claim cogsfor thoseemployersreported
to have newly implemented aDFW program.

Policy Issues and Options

Government policiesareintended to achieve
certainendsreativetothe”publicgood.” Inthecase
of drug-freeworkplaces, legidativeintent isdescribed
insection 101 of the HoridaWorkers Compensation
Statute, Chapter 440, asfollows.

It is the intent of the Legidlature to pro-
mote drug-free workplaces in order that
employersin the state be afforded the op-
portunity to maximize their levels of pro-
ductivity, enhance their competitive posi-
tions in the marketplace, and reach their
desired levels of success without experi-
encing the costs, delays, and tragedies
associ ated with work-related accidentsre-
sulting from drug abuse by employees. It
isfurther the intent of the L egislature that

drug abuse be discouraged and that em-
ployees who choose to engage in drug
abuse face the risk of unemployment and
the forfeiture of workers' compensation
benefits.

Thedesirability of improving workplace safety
through discouraging substance abuse is
uncontroversa tothepoint of creatinga“halo” effect
for DFW programs among many policymakersand
membersof thepublic. Asinthecaseof other policy
initiatives, however, it ispossiblethat enthusasmfor
desired resultsmay exceed thecritical, objectivejus-
tification of effectiveness. Someof thedata presented
inthischapter pointedly raisethisvery issue.

Onapoditivenote, the current premium credit
does appear to be an effectiveway to target some of
theemployerswhose efforts could most contributeto
areductioninworkplaceinjuries. Despitethe numer-
ous caveats about incompl eterecords, the available
datado show clearly that employerswho had policies
at any timeduring thefour-year period had distinctive
characteristics. They aremoreconcentrated in high-
riskindustriesand arelarger than averageevenwithin
theirindustry types. Inkeepingwiththeirindustrial
composition, they have higher injury ratesand higher
per-claim costs. The election of theseemployersto
participatein DFW programs shows some effective-
ness of the current premium credit in prioritizing par-
ticipation for maximd effectiveness.

Unfortunately for proponents, however, the
datareported to NCCI on certified DFW policyhold-
erspaint amoregloomy picturein that employer par-
ticipation appearsto belimited and sporadic. Over-
all, very few Floridaemployershave ever chosento
apply for DFW certification—only around seven per-
cent of all employerssubject toworkers compensa-
tion coverage requirementsat any time between 1996
and 1999. Even among those employers, however,
attrition in participation hasbeen very considerable,
dropping by as much as 75 percentage points over
four years according to data reported to NCCI. If
thisisareflection of what employersactudly think, it
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would bedifficult tojudge the program successful.

Though there appearsto belittle opposition
to DFW programs, thismay reveal asimplelack of
interest onthe part of many employers. Itisnot clear
if theremight beaproblem with marketing DFW pre-
mium credits; information on anti-drug programsis
availableon Internet sites, including thedivision’s.
Smaller employersmay in particular percelvethat the
adminigrativecogsof implementingand maintaininga
DFW programwill not be offset by thefive-percent
premium credit. Ironicaly, perhapsthemost optimis-
ticview of low employer participationisthat datapro-
vided by NCCI represent severe underreporting.

Withregardtothe comparetively few employ-
erswho havereceived DFW premium credit, thereis
little evidence of any significant and cons stent reduc-
tioninlog-timeinjuriesor cogs. Log-timeinjury rates
were approximately two-thirdshigher for DFW than
non-DFW employersduring all four years. Therate
for DFW employersdropped from 1.87t0 1.36, com-
pared toadrop from 1.11t0 0.82 for non-DFW em-
ployers. Averageindemnity benefits were 5-15%
higher for DFW clamsduring al four years. Thegap
inaverage medical costsand settlement awardsfor
DFW versusnon-DFW employersactua ly widened.
For 1996 injuriesaverage settlement awardsand medi-
cal benefitsfor DFW claimswere 99% of thosefor
non-DFW claims. For 1999 injuries, DFW settle-
ment awardswere nine percent higher ($10,890 com-
pared to $9,954). Average DFW medical benefits
exceeded those for non-DFW claims by morethan
20% for both injury years 1998 and 1999.

Giventheextremey limited employer partici-
pation and the modest results obtained by participat-
ing employers, the outright elimination of the DFW
program would seem to hold little detriment to work-
placesafety in Florida. Inthisveinit might be noted
that, although severa other statesimplemented DFW
premium reduction policiesshortly after Florida, very
few additional stateshavejumped onthe bandwagon
inrecent years. Infact, the state of Washingtonis

permitting its statuteto lapse at the end of thisyear,
duein parttolack of evidencethat premium discounts
have ameasurable effect on reducing workplaceinju-
ries.

Other considerations suggest that the present
elimination of Florida’sDFW program could be pre-
cipitous. It might benoted that employer participation
isvoluntary, the cost to government isminimal, and
the symbolic value of the program may congtituteits
chief benefit. Further concernsal so support the de-
srability for cautiousaction. Firstisthefact that there
has been no implementation analysisto substantiate
themanner inwhich DFW programs are maintained.
A drawback of the present study, similar to that of
managed care arrangements, isthat thereislittle, if
any, reliableinformation on* generally accepted prac-
tices’ that could be used to distinguish the effective-
nessof DFW programsamong employersor carriers.
For example, it isnot known which employerscon-
duct random drug testing of employees; consequently,
theeffect of that practiceon employers clamsexpe-
rience cannot be determined. Certainly moreinfor-
mation onimplementation is needed to substantiate
theanaysisof outcomes.

Importantly, thereislittle evidencethat certi-
fied DFW programsin Floridaare being audited at
implementation, muchlessonacontinuingbasis. There
isno standardized way or any direction provided as
how to evaluate or confirm that a DFW policy has
been implemented in accordancewith the statute; this
determination hasbeen left completely inthe hands of
insurancecariers. Thegpplicationitsaf isan affidavit
of what an employer hasdone, but appearsto betaken
at facevaue. Further evidenceof thelack of enforce-
ment can befoundwithinthedivisonitsdf, wherecom-
pleting the application and providingittothedivison
reduces assessmentson self-insured employers. The
division also acceptsthe form without question and
does not pursue effortsto ensure that the employer
hasinfact implemented aDFW program. Thisraises
thequestion of whether arecurring audit requirement
should be added tothe statute. Itispossiblethat this
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study’ sdisappointing resultsregarding clamscost and
frequency areareflection of |ax monitoring of DFW
practices. Strengthening the statute to require carrier
and division monitoring of DFW programswould a-
lay concernsthat DFW implementationismerely a
rubber-stamp process and help to ensure that pre-
mium credit for DFW programscorrespondedtoreal
measurestaken by employers.

Beforepassngfurther judgement onthe DFW
program, additional dataare needed in anumber of
areasbesidesimplementation. First of al, thosewho
arefamiliar withworkers' compensation researchwill
be awarethat because of reporting requirementsand
patternsof benefit payments, logt-timeclamsdataare
considered preliminary for thefirst threeor four years
after thedateof injury. Thus, very littleof theclaims
dataused inthisanalysiswould be considered mature
enough for making assertions about thelonger-term
patterns of claimsunder DFW policies. Thisisthe
same problem faced in analyzing claims dataunder
relatively new initiativessuch astheEarly Intervention
Program and mandatory managed care. A longer his-
tory of dataon policyholderswould aso be helpful for
tracking patternsof participationin DFW programs.
Also, theanaysisof datasubmitted by commercial
carriers should be supplemented by similar dataon
assessment credits granted to thosethat are self-in-
sured®; their claims characteristics may differ from
those of other employers since they have agreater
short-termfinancial incentiveto reduce claimscosts.

In summary, while DFW programs are not
generaly controversia, their actual effectivenessin
reducing workplaceinjury ratesand benefit costsre-
mainsunproven. Atthispointitisproblematictoreli-
ably identify employerswith DFW programs, effec-
tivedatesof participation, and thelevel of compliance
with statutory requirementsof the program. Itissug-
gested herethat policymakers consider adding an au-
diting requirement to the DFW statute to help ensure
that proper participation accompaniespremium credit.
Itisalso suggested that further study of DFW imple-
mentation and outcomesprecedeany legidativeinitia-

tivesto expand the program or to increase the pre-
mium credit. NCCI hasasserted that the current five
percent discount isactuarially sound, but that insuffi-
cient datawere availableto support theincrease (to
ten percent) proposed during the 2000 legid ative ses-
son.

Footnotes

1 Color graphicsof the Drug Testing Index, including regional
maps depicting rates by type of drug, are available at
www.questdi agnosti cs.com/corporateheal th/news/dti/htm.

2ywww.samhsa.gov/househol d99.htm

% A carrier-certified DFW program makes an employer €li-
giblefor aworkers' compensation premium reduction. Infor-
mation on implementing acertified drug-free workplace pro-
gramisonthedivision'swebsite at www.fdles.state.fl.us/wc/
dwec/pdf/drugs2.pdf

4 Chapter 442 was repeal ed effective 7/1/2000.

5 According to Kathy Kimbel, Program Manager for Employer
Services with the State of Washington, legislation was pro-
posed during the past session to remove the sunset, but
there was insufficient support for passage. There were con-
cerns about the lack of real evidence that drug-free program
discounts have an effect on either reducing or preventing
workplaceinjuries.

& www.fdles.state.fl.uswc/DWC/fag/g& a2.html

7 Lucky, Kim, and Bok, Ann, “ Drug-Free Workplace Programs:
A Review of State Efforts,” NCCl Research Brief, vol. 3,
issue 5, December 1996.

8 Employers have a strong monetary incentiveto fill out the
form; it is currently the only method available to realize an
immediate and substantial reduction in workers' compensa
tion premiums.

®NCCI isnamed by contract astherecord holder for applica-
tionsapproved by insurance carriersfor DFW policies. How-
ever, based on inquiries to the division there appears to be
confusion among carriers as to where the completed form
should be sent. The division has on numerous occasions
received formsfrom carriersfor either approval or record keep-

Page 46



Florida Workers'
Compensation

Trends and Challenges

Drug-Free Workplace

ing. This brings into question how many carriers may not
know that they are to provide the information to NCCI.

10 A risk classification codeispart of asystemfor classifying
workers' risk of workplaceinjury based on acombination of
occupational and industrial characteristics. The Division of
Workers' Compensation produces aquarterly report analyz-
ing claims characteristics for workers' most frequently oc-
curring risk classification codes.

11 Examination of the raw datafiles revealed problems with
duplicate recordsand missing datafields, includingthe FEIN,
resulting in the discard of 5-10% of recordsfrom eachfile.

2 This result may be influenced by the fact that employers
may berequired by the U.S. Department of Transportationto
have adrug-free program.

13 Not otherwise classified

14 Thedeletion of recordswith employment <4 was done after
matching to the NCCI file and thusresulted in the del etion of
asmall number of DFW policyholders. Note that construc-
tion employerswith <4 workerswereincluded because they
are covered by Floridaworkers compensation law. If con-
structionislikewiselimited to those with >3 workersthe per-
centagesof DFW employersare 6.4%, 5.9%, 6.9%, and 11.1%
for 1996 through 1999 respectively.

15 qatistical Supplement to the 2000 Annual Report, p. 8.

16 Caveats should be noted in making this assertion, particu-
larly with regard to the assumptions made in defining pos-
sibleworkers’ compensation coverage and the difficultiesin
making employer matches. Reliabledataon thetotal count of
employees covered by workers' compensation in Floridado
not exist.

17 Crosstabulations were done of the DFW variables with
cause of injury, nature of injury, injured body part, disability
type, county, and risk classification. Comparisonswere also
done of per-claim averages for indemnity benefits, medical
benefits, and settlement awards.

18 Note, however, that thisresult agrees with the 1996 NCCI
study by Lucky and Bok.

¥ The goods-producing industry divisions are Agriculture,
Forestry, & Fishing; Mining; Construction; and Manufac-
turing. Service-producing industry divisions are Transpor-
tation, Communication, & Utilities; Wholesale Trade; Retail
Trade; Finance, Insurance, & Real Estate; Services; and Gov-

ernment.

2 The combined four-year file of DFW policyholders from
NCCI, the ES202 file of employers covered by Unemploy-
ment Compensation, and the division’slost-time claimsfile

2 For example, approximately one-third of lost-time claimsfor
1996-1999 injuries could not be matched to the UC employer
datafile. However, it was assumed that the absence or inac-
curacy of the FEIN field wasrandom, so general conclusions
could be drawn from the resulting datafile.

2 Thisrestriction eliminated about 45% of the recordson the
combined NCCl file.

Z Thereisan exception in the case of employerswho imple-
mented a DFW policy in 1997. These employers show a
notabledrop ininjury ratesfrom 1996 to 1997. Onthe other
hand, thisis the smallest employer group, and its 1997 data
may be an anomaly as indicated by the fact that, unlike the
other groups, its injury rates increased in both 1998 and
1999. Employerswith anewly-implemented programin 1998
also showed a higher drop in injury rates that non-DFW
employers, but the decrease was roughly parallel to that of
employerswho did not implement aDFW program until 1999.
Collectively, thefour groups of DFW employersdid display
agreater over-the-year dropininjury ratesin 1997 and 1998.
From 1998 to 1999 the change in injury rates for DFW em-
ployerswasroughly the sameasfor non-DFW employers. It
should a so be noted that an employer may implement aDFW
policy at any time during the year. Thus, the effect of anew
policy effective during the last quarter of a calendar year
might not become apparent until the following year.

2 Thiswas based on a comparison of employment for DFW
policyholders (for which a match to the UC coverage file
could be obtained) to an estimate of total employment cov-
ered by the Floridaworkers' compensation law.

% Some desired dataitemsfor self-insured employersare not
currently availablein machine-readableform.
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Appendix A

State Drug Testing Laws: Workers Compensation
Premium Discount or Reduction Acts

Source: U.S. Department of Labor, Substance
AbuseInformation Database

ALABAMA: Statelaw providesafive-percent dis-
count to employerswho establish adrug-freework-
place programin compliancewiththeact. Inorder to
quaify for the benefit, the program must includeawrit-
ten policy, employee education, supervisor training,
resourcesof employee assistance providers, pre-em-
ployment, post-accident, reasonable-suspicion, and
rehabilitation and post-rehabilitation drug testing. Em-
ployersmust havetheir program certified in advance
by the Department of Industrial Relationsin order to
receive the premium discount. ALA. Code §25-5-
330 to 25-5-340 (Supp. 1997).

ARKANSAS: TheVoluntary Drug Testing Program
providesapremium credit onworkers compensation
insuranceto employerswhoimplement and maintaina
certified drug-freeworkpl ace programin accordance
withthestandardsset forthinthe Act. The Actiscom-
prehensiveand requiresvarioustypesof drugand al-
cohol testingin order to qualify for the benefits. Ran-
domtestingisnot required. A comprehensivewritten
policy must beimplemented and U.S. Department of
Transportation drug testing procedures must befol-
lowed. Anemployer testing employeesaccording to
federd rulesor regulationsisdeemed to bein compli-
ancewiththisAct. Any employeewhotests positive
for drugs or alcohol or who refusesto betested for
drugsor alcohol may beterminated and forfeitsdligi-
bility for workers' compensationin medical andin-
demnity benefits. (1999)

FLORIDA: A voluntary law providesafive-percent
discount onworkers compensation premiumsto em-
ployerswho implement and maintain acertified drug-
freeworkplace program in accordance with the stan-
dardsset forthinthe Act. A confirmed positivedrug

test result disqualifiesaninjured employeefromre-
ceiving benefits. The Act requires preemployment, for-
cause, periodic, post-accident, and rehabilitation drug
testing. Random testingis permitted but not required.
A comprehensivewritten policy must beimplemented
and specific requirementsrelating to drug testing pro-
cedures must be followed. The Act was recently
amended to permit the use of hair testing. Fla Stat.
440.101 - 102 (West Supp. 1998); Fla. Admin. Code
Rule 38F-9 (1993).

GEORGIA: A voluntary law providesa7.5% dis-
count on workers' compensation premiumsto em-
ployerswho haveimplemented adrug-freeworkplace
program that iscertified by the state Board of Work-
ers Compensation. A certified program mustinclude
thefollowing: awritten policy statement, substance
abusetesting, resources of employee assistance pro-
viders, onehour of employeeeducetion, and two hours
of supervisory trainingannually. Annud certificationis
required. Length of premium discount isnot to exceed
8 years. Ga. Code 33-9-40.2 (Supp. 1998); Ga.
Code 8834-9-410 to 421 (1998).

HAWAII: Insurance carriers must offer adiscount of
at least five percent oninsuranceratesto employers
who maintain an effective safety and health program.
Theact doesnot specificaly mention drug-freework-
place programs, but does direct the Department of
Labor and Industrial Relationstoissue standardsand
rules. Haw. Rev. Stat. 8431:14-103. (1997).

IDAHO: The* Private Employer Alcohol and Drug-
Free Workplace Act” isavoluntary law which (1)
permits employersto test employees and applicants
for drugsand acohoal, (2) providesrequirementsfor
collection andtesting, (3) limitsemployer ligbility for
establishing atesting program in compliancewiththe
provisionsof the Act, or for taking any disciplinary
action based onitsestablished substance abuse palicy,
and (4) establishesthat an employeewhoisdischarged
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for (a) aconfirmed positive drug or alcohol test, (b)
refusing to betested, or (¢) adulterating or attempting
to adulterate atest sample, would be discharged for
misconduct for the purposes of receiving unemploy-
ment compensation benefits. All testing must be con-
ducted in compliancewith42 U.S.C. 12101. On-site
testing ispermitted for initial screensbut must be con-
firmed by GC/MSif postive. In1999, |daho amended
itsdrug testing tolaw to provideaworkers compen-
sation premium discount to employerswho implement
and maintain adrug-free workplace programin ac-
cordance with the state’ svoluntary drug testing law.
Idaho Code Sect. 72-1701 - 1716 (1999).

LOUISIANA: Statelaw includesaprovisionwhereby
employersmay bedigiblefor atax credit against their
stateincometax in the amount of five percent of the
“qualified treatment expenses’ incurred by theem-
ployer for substance abusetrestment services. La Rev.
Stat. Ann. 47:6010.

MISSISSIPPI: Statelaw providesfor afive-percent
reductioninworkers compensation premiumsto em-
ployerswho establish adrug-freeworkplace program.
Inorder to qualify for the reduction, employersmust
haveawritten policy statement, conduct drug and al-
cohol testing, maintain aresourcelist of EAP provid-
ers, provide employee education and supervisor train-
ing, and maintain confidentidity standards. MS Code
Ann. 71-3-201 to 225. (1997).

OHIO: The Ohio State Bureau of Workers' Com-
pensation hasissued arulethat providesfor afive-
year phased-inworkers compensationinsurance pre-
mium reduction that can riseashigh as20%. Employ-
ersreceive different discounts based on thetype of
drug-freeworkplace program that isimplemented. At
thelowest level (six percent), employersmust estab-
lishawritten policy, conduct annua employeeeduca
tion and supervisor training, and conduct drug and -
cohol testing ( pre-employment, post-accident, rea-
sonabl e suspicion, and follow-up). Asthe discount
rises, random testing must beintroduced aswell as
hedlth care coveragefor chemical dependencies. Rule

4123-17-58 State Bureau of Workers' Compensa-
tion: 800-644-6292

SOUTH CAROLINA: Providesfor afive-percent dis-
count onworkers' compensation premiumsto em-
ployerswho voluntarily establish adrug-freework-
place programin compliancewiththeact. Thestatute
calsfor the Director to promul gate regul ationsfor the
certification of employer programs. Ataminimum, the
requirementsincludeawritten substance abuse policy
statement, empl oyee notification of program, confi-
dentiaity procedures, and random sampling of al em-
ployees. A second test must be conducted within 30
minutes of theinitial test. (Act 92. 1997). Amends
§38-73-500 of the Code of Lawsof South Carolina,
1976.

TENNESSEE: Statelaw providesafive-percent re-
duction onworkers compensation premiumsto em-
ployerswho establish drug-freeworkplace programs.
Requirementsincludeawritten policy statement, are-
sourcelist of EAPsand other rehabilitation programs,
and drug and alcohol testing. TCA 50-9-101to 111
(1996). Amended 1997.

VIRGINIA: Insurers providing coverage under the
workers compensation statute must provide premium
discountsof uptofive percent to every employer who
ingtitutesadrug-freeworkplace program which meets
the criteriaestablished by theinsurer. VA ST Sect.
65.2-813.2. 1997.

WASHINGTON: Thegate providesaworkers com-
pensation premium reduction program for whichem-
ployersmay qualify by establishing adrug-freework-
place programin compliancewith thelaw. In order to
quaify for thefive percent discount, employersmust
implement awritten substance abuse policy, conduct
substance abusetesting, provide employee assistance
services, comply with confidentiality standards, and
conduct employee education and supervisory training
programs. Rev. Code of Wash. 49.82.010-.901.
1996. NOTE—Washington’s premium reduction pro-
gramisdueto sunset at the end of 2000.
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