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The Feceral Employees' Cospersation Act, as amerded,
proviles for puying cospensation benefits for the disability or
death of Pederal civilian employees injured or killed while
perf~rraing their duties. These benefits include coapensation for
loss of wages, dollar avards for bodily iwpairment, medical cars
fcr an injury or diseass, rehabilitation services, and
compensation for survivors, Pindings/Conclusions: Although the
number of civilian employees in the Govirnment has remained
fairly constant, from fiscal year 1770 through fiscal year 1977,
injuries reported oy employees increased by 72.1%; claias
increased by 70.3%; persons drawing compensation for extended
periocds increased b: 90%: and benefits paid increused by 315, 1%.
In about 841X of the 233 cases reviewed, the Office of Yorker
Compensation Programs (OWCP) avarded benefits without adequately
eztablishing a causal relationship between the ezployee's
disability or death znd his or her enployment. Many benefits
vere ‘.varded vithout adequate supporting medical evidsnce,
supporting medical rationale, or resolution of conflicting
medical evidence. Other factors contributing to OWCP's isproper
determination of benefits involved a lack of onsite
investigations and personal contact and a lack of agency appex;
rights. District offices visited d4id neot systenatically review
the condition and status of injured euployscs wko received
benefits for extended periods. Recomaendations: The Secretary
of Labor should instruct all officials and enployees of OWCP
that: they are responsible for making clains deterzinations that
are equitable to the employwe, the Pederal Governsent, and the
taxpayers; asd their responsibiliting Tequire that benefits be
denied in all ceses in which adequate medical and other eviden:e
are not provided establishing that the employee's injury vas
vork relateda. The OWCI should: sake onsite investigations of all



claims an which causal relationship is not conclusively shown,
place as such emphasis on decisicns to approve as those to deny
banefits, and inatall a Ranagemen information systea. The
Director of the Office of Manage~ent and Budge’. shouid consider
placing specific monitoring and vocational rehabilitation
respongibilities in the endloying agencies. The Congress should
amend the act to place in the employing agencies the authority
to appeal any finding of causal relation vhich is not consistent
vith or supported by available evidence. (RRS}
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BY THE COMPIROLLER GENERAL

Report To The Congress

OF THE UNITED STATES

Improvements Still Needed In

Administering The Department
Of Labor's Compensation Benefits

For Injured Federal Employees

Labor approved many claims for oenefits un-
der the Federal Employees’ Compensation
Act without adequate evidence tha' the em-
ployee’s disability or death was related to
Federa! employment. Labor also failed to
monitor effectively the condition and status
of injured Federal employees to determinc
whethei they remained eligible for the bene-
fits they were receiving, whether they should
return to work, or whether they should re-
ceive vocatioral rehabilitation services.

Insufficient staff, mismanagement, and poor
administration contribute to the protlems.

Labor has taken some actions to improve the
program. However, GAQ is recommeanding a
number of additional ones for Labor, the Of-
fice of Managemen® and Budget, and the
Ccagress.

HRD-78-119
SEPTEMBER 28, 1978




COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20848 —

B~-157593

To the President of the Senate and the
Speaker of the House of Representatives

This report discusses the need for improvements in
the admiristration of the compensation benefits program for
injured Federal employees. The benefits program, authorized
by the Federal Employees' Compensation Act, is administered by
the Department of Labor.

We initiated this review because of the disproporti snate
increase in the cost of benefits paid under the act. The
raview was made pursuant to the Budget and Accounting
Act, 1921 (31 u.s£.C. 52), and the Accounting and Audi*ing
Act of 1950 (31 U.S.C, 67).

We are sending copices of this report to the Director,
Office of Mangement 2;g Budget+, and the Secretary of Labor.

G ANt

Comptroller General
of the United States




COMPTROLLER GENERAL'S IMPROVEMENTS STILL NEEDED TN

REPORT TO THE CONGRESS ADMINISTERING THE DEPARTM:ANT OF
LABOR'S COMPENSATION BENFFITS
FCR INJURED FEDERAL EMPL(YEES

DIGEST
Claims under the Federal Employees' Corpen-
sation Act are being approved without ade-
quate evidence that the injury or death was
job related.

Although Federal civilian employment has re-
mained fairly constant during recent years,

the compensation program has grown dramat:-

cally. From fiscal year 1970 through fiscal
year 1977

--injuries reported by employees increased
vy 72.1 percent, from 120,625 to 207,615;

-—claims increased by 70.3 percent, from
17,795 to 30,301;

--persons drawing compensation for extended
periods increased by 90 percant, from 23,462
to 44,576; and

——berefits paid increased by 3i5.). percent,
Zvem $131.5 million to $545.8 million.

If the amount of benefits paid continues to
increase at this rate, Labor estimates that
annual benefit costs will amount to $1 billion
by 1980. (See p. 1l.)

Because of the disproportiorate increase in
program costs, GAO reviewed program administra-
tion in Washington, D.C., Jacksonville, Chicago,
and San Francisco to determine whether awards
of benefits are justified.

GAO reviewed 233 randomly selected cases awa:ded
benefits during fiscal years 1974, 1975, and
1976 at the three district otfices. In addi-
tion, nine cases in whick the Branch of H2arings

. Upon i, ¢ rt
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and Review in the national office reversed
district offices' decisions rejecting the em-
ployees' claims for benefits were reviewed.
{See pp. 6, 11, and 14.)

GAO concluded that:

~=Irn 96 of the 233 cases (41 percent), the
district offices awarded benefits without
adequately establishing whether the employee's
dirability or death was work related. Bene-
fits were awarded often without adequate
medical evidence or medical rationale and
sometimes without resolving conflicting medi-
cal evidence. (See p. 11l.)

--1in seven of nine cases in which decisions
to deny the claim vere reversed, the evi-
dence did not support a causa) relation
between the disability and employmznt as re-
quired by Labor's criteria. (See p. 14.)

GAO also reviewed 102 randomly selected cases
of employees »n the long-term disability rolls.
The district offices had not e¢ffectively re-
vicwed the condition and status of injured
employees who ha¢ been receiving comper.sation
for extended piriods to determine vhether

they remained eligible for the benefits theyv
were receiving, whether they should return

to work, or whether they should receive voca-
tional rehabilitation services. (See p. 32.)

Labor officials -qreed that claims were being
approved without adeguate evidence that the
disability or death was work related. They
attributed the problem primarily to insuffi-
cient staff. GZO agrees.

However, the program's top managers at head-
quarters nave set the precedent of awarding
benefits without reliable, probative, and
substantial medical evidence that the injuries
are job related. This precede.ut has been
followed by district cffice personnel involved
in the claims adjudication process. (See

p. 23.)
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In additicn, employing agencies often believe
they have evidence 2s to whether an injury was
work related waich abor overlooks or ignores.
The quality of Labor's claims determinations
would be improved if these agencies were given
the right to appea! Labor's decisions. (See
p. 26.)

Labor does its monit)ring Primirily through
the mail rather than through onsite investiga-
tion and personal contact. Program adminis-
tration could be much improved by adopting
monitoring techniques used in the workers:
compensation irsurance industry, which empha-
size immediate, close, continued perscnal
contact with injured employees &nd their
families, physicians, and erployers. (See

p. 43.,)

Also, shifting responsibility for monitoring
and vocational rehabilitation activities from
Labor to the employing agencies might help.
(See p. 47.)

Labor needs to place as much emphasis on
decisions t~ aprrove or continue compensation
as it does on decisions to reject, terminate,
or reduce compensation; it should develop a
management information system providing data
shewing that the agency's activities are
properly carried out. (See p. 57.)

In commenting on GAO's draft report, the
Secretary of Labor said that, for the past

5 years, the Federal employees' compensation
brogram has been beset by serious deficjen-
cies in administration and management but
that GAO's recommendations did not take

into account the steps taken over the past
year to =liminate them. He believed that
GAO needs to follow up on recent program
improvements. (Sce app. 1V.)

GAO believes that, because sufficient time
has not elapsed for Labor to fully carry
cut its corrective actions, a followup
review is not warranted at this time.
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Since GAO's review, Labor has

--made a ccuinprehensive review of long-term
disability rolls;

--developed a set of performance standards,
an internal management system for each dis-
tricc office, and a claims specialization
pilot program;

--initiated a trair.ing program; and

--authorized 250 additicnal positions in
fiscal year 1978.

The Office of Management and Budget said it
would not be appropriate--as proposed in the
GAO draft report—-for it to determine the ad-
visability of placing in the employing agencies
specific monitoring and vocational rehabilita-
ticn responsibility; such a step could well
impede prcgress being made. (See app. V.)

GAO continues to believe that such a deter-
mination would improve program administration
and would not impede any corrective actions

in process. Further, notwithstanding the ef-
fectiveness of Labor's actions, the question
still remains: could the employing agencies,
which are geographically dispersed throughout
the country with better access to their injured
employees, more effectively perform monitoring
and rehabilitation activities?

RECOMMENDATIONS TO THE
SECRETARY OF LABOR

The Secretary should instruct all officials
and employees of the Office of Workers' Compen-
sation Programs that:

--They are responsible for making clains deter-
minations that are equitable to the injured
employees, the Federal Government, and the
taxpayers.
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Tear Sheet

~=Their responsibilities require that bene-
fits be denied in all cases in which, in
accordance with established criteria, ade-
guate nedical and other evidence is not
provided establishing that the employee's
injury was work related. (See p. 24.)

he Secretary should also make sure that

the selecticn of claims examiners complies
with the standards tor selection and, in
evaluating Labor's long range staffing needs,
consider GAU's other recommendations that
luigit affect the Oftice ot workers' Compen-
sation Programs®' need for additional per-
sonnel. (See p. 71.)

The Secretary should also have the Assistant
Secretary tor kmployment Standards instruct
the Uttice ot workers' Compensation Programs
to:

--Make onsite investigations ot all clairs in
which causal relation is not conclusively
siiown in the reports fileu by injured em-

ployees and employing agencies. (Sze p. 28.)

--Place as much emphasis on decisions to ap-
prove as those to deny benerits. (Seec
p. 59.)

--lnstall a managenment information system
that will give supervisors ard nanagers
intormation needed to see that the activ-
ities are being carried out in accordance
with the act ana established criteria.
(See p. 59.)

RiCOMMENDAYIONS wO 'WHE LIRECYWOR,

OrrICE OF MANAGEMENY AND BUDGEYW

“he birector shculd consider placing in the
employing agencies specitic monitoring ana

vocationas rehabilitation responsipilities,
such as

--0btaining medical progress reports at ap-
propriate intervals to provide current in-
tormation abcut the employee's weaical
condition;



--previding or arranging through State voca-
tional ayencies for the vocational rehabil-
itation services injured employees nay
need to hasten their return to gaintul
enployment;

--finding appropriate employment tor partially
disanl:d employees, either within their
own organizations or elsewhere; and

--making any necessary onsite investigations
to assure the propriety of continuing com-
pensation payments.

1t the birector determines that transferving
the monitouring ana rehaoilitation activities
to agencies is teasible, he should submit
appropriate legislation to the Conygress to so
amend the act. 4Yhe proposed amendment should
also give certain responsibilities to the
Secretary ot Labor. (sSee p. 49.)

RECCHMENLATION WO WHE CONCRESS

10 help ensure the quality ot determinations
of causal relation, the Conyress should amend
the act to place in the employing agencies

the authority to appeal to the Enployees*
Compensation Appeals board any tinding of
Causal relution by Labor or any Labor decision
continuing compensation benetits which, in the
enploying agency's opinion, is inconsistent
with or not supported by the available evi-
dence. (See p. 24.)
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CHAPTER 1

INTRODUCTION

The Federal Employees' Compensation Act, as amended
(5 U.S.C. 8101), provides for paying compensation benefits for
the disability or death of Federal civilian emrloyees injured
or killed while performing their duties. ‘hese benefits
include compensation for loss of wages, dollar awards for
bodily impairment or aistigurement, medical care for an injury
or disease, rehabilitation services, and compensation tfor sur-

vivors.

Although the number of civilian employees of the Federal
Government has remained fairly constant during recent
years, the Federal Employees®' Compensation Program has grown
dramatically. From fiscal year 1970 through fiscal year 1977

--injuries reported by employees increased by 72.1 per-
cent, from 120,625 to 207,615;

~-=claims increased by 70.3 percent, from 17,795 to
30,301;

--~persons drawing compensation for extended periods
increased by %0 percent, from 23,462 to 44,576; and

~--benefits paid increased by 315.1 percent, from $131.5
million to $545.8 million.

If the amount of benefits continues to increase at this rate,
the Department of Labor estimates that annual benefit costs
will amount to $1 billion by 1989.

BENEFITS PROVIDED

A Federal employee suffering an injury or death in the
performance of duty is entitled to compensation unless the
injury or death is

-=-caused by the employee's willful misconduct,

--caused by the employee's intention to bring about the
injury or death of himself or of anonther, or

-—-proximately caused by the employee's intoxication.

The act defines "injury" as including "™ * = in addition
to injury by accident, a disease proxlmately caused by the



employment * * *," and the term "compensation" as including
Loth the money allowances payable to an employee or his
dependents and other benefits provided by the act.

The money allowances provided by the act are of two
kinds:

--Payments for specified peric . of time (called sched-
uled awards) for the loss, or .oss of use, of a
member or a function of the body (for example, loss
of an arm or loss of hearing).

--Monthly payments for loss of wages for as long as the
disability continues.

The basic money allowance payable for wotal disability
is 66-2/3 percent of the employee's monthly vay. For partial
disability, it is 66-2/3 percent of the difference between
the employee's monthly pay and wage-earning cayacity, as
determined by the Secretary of Labor.

For injured employees with one or more dependents, the
allowance is increased to 75 percent. The maximum payable
is about $2,940 per month (75 percent of the maximum pay tor
a Federal employee at the GS-15 level). The minimum payable
is the lesser of about $440 per month (75 percent of the mini-
mum pay for a Federal employee at the GS-2 level) or the em-
ployee's actual pay.

I1f an employee dies as the result of an injury sustained
in the performance of duty, money allowances are payable to
the spouse, the children, and certain other persons dependent
on the deceased employee. The rates of compensation payable
to the various classes of survivors vary, but the total amount
cannot exceed 75 percent of the employee's salary or 75 per-
cent of the salary of a GS-15. Also, the monthly pay cannot
be less than the minimum pay for a GS-2.

Noncash benefits provided by the act include the provi-
sion of, or the payment for, medical services and medical
appliances and supplies (including necessary and reasorable
transportation and other expenses incident to obtaining such
services, appliances, and supplies) and vocational rehabilita-
tion services.

Money allowances are not payable for the first 3 days of
temporary disability unless the period of disability exceeds
14 days or the temporary disability is followed by permanent
disability. ’



An employee who has incurved a work-related traumatic
injury can elect either to immediately file a claim for
compensation with the Department of Labor or to file a claim
for continuation of reqular pay tor up to 45 days by the em-
ploying agency. Money allowances for compensation cannot be
pald to an injured employee during any period for which the
employee receives continuation-of-pay.

About 3 million Federal employees and about 350,000 non-
Federal employees, such as law enforcement officers injured
in connection with Federal crimes, are eligible to receive
benefits under the act for a worx-related injury. 1In general,
the act covers all civil officers and cmployees of any branch
of the Federal Government.

To obtain benefits under the act, an employee must report
any injury sustained on the job to the employing agency and to
the Department of Labor. Labor is responsible for adjudicating
the claim and for paying any benefits due.

ORGANIZATIONAL RESPONSIBILITIES

The Secretary cf Labor has delegated responsibility for
administration of the act to the Office of Workers' Compen-
sation Programs (OWCP) in Labor's Employment Standards Admin-
istration.

OWCP administers the program through a Division of Fed-
eral Employees' Compensation at the national office, which
develcps policizs and procedures, and 15 district offices.
Generally, claims are adjudicated and serviced by the dis-
trict offices. fThe Branch of Special Claims in the Division
ot Federal Employees' Compensation, however, is responsible
for examining, developing, and adjudicating unusually complex
or confidential claims, regardless of where the injury oc-
curred. In addition, during 1976 a special Hearing Loss Task
Force .'as established in the national office to help adjudi-
cate the backlog of hearing loss claims filed before January
1976.

Appeals process

The Branch of Hearings and Review in the Division of Fed-
eral kEmployees® Compensation is responsible for holding hear-
ings when requested by an employee who is dissatisfied with
the findings of a district office, the Branch of Special
Claims, or the Hearing Loss Task Force. The Branch of Hear-
ings and Review is also responsible for issuing compensation



orders either sustaining, modifying, reversing, or remanding
the decisions of the district offices. Decisions of the
Branch are binding on the district offices. 7The district of-
fices generally treat them as precedents in adjudicating later
claims.

The Employees' Compensation Appeals Board is a quasijudi-
cial board of three members appointed by the Secretary of
Labor, pursuant to the act, with authority to hear and to make
tinal decisions on appeals from OWCP determinations and awards.

''he act provides that the action of the Secretary of Labor
or his designee in allowing or denying a payment under the act
is final and conclusive for all purposes and with respect to
all questions of law and fact, and not subject to review by
another U.S. official or by a court. Since the Board's estab-
lishnent in 1946, all of the Secrctaries of Labor have taken
the position, based on interpretation of the legislative his-
tory, that this provision applies to the Board's decisions. As
a result, Board decisions are final and conclusive respecting
all questions of law and fact and are binding on all parties.
Board decisions represent citable precedents for adjudicating
subsequent claims.

Labor has administratively excluded employing agencies
from participating directly in the adjudication of claims
by the Branch of RHearings and Review and the Board. Labor has
done this because the act mentions only the claimant's right
to a hearing if not satisfied with a decision on his or her
claim.

PROCEDURES FOR ADJUDICATING
AND SERVICING CTAIMS

170 obtain benefits under the act, 2n employee generally
must submit to the appropriate OWCr district office a state-
ment (1) concerning the nature and extent of the injury and
the employment circumnstances that resulted in the injury, (2)
of his or her immediate supervisor conceraing the employee's
injury, duties and responsibilities, and working conditions,
and (3) of his or her attending physician concerning the na-
ture and extent of the injury and the physician's prognosis
tor the employee's recovery.

In the OWLY® discrict oftfice, a claims examiner has pri-
mary responsibility for examining and developing the claim
and for deciding whether the claimant is entitled to benefits.
The claims examiner is authorized to obtain any additional



-nformation considered necessary to a proper disposition of
the claim from the claimant, any witnesses to an accident,
the employing agency, the attending physician, or a consult-
ing physician(s) of the claims examiner's choice.

Each OWCP district office has a district medical direc-~
tor, who is a physician. The claims examiner may seek the
district medical director's advice concerning medical aspects
of an employee's injury and the work-relatedness of such in-
jury, but the final decision concerning the claimant's en-
titlement to benefits is the claims examiner's responsibility.

The claims examiners are also responsible for monitoring
the condition and status of injured employees who are awarded
money allowances for loss of wages. 7This includes obtaining
medical reports of the employee's condition, referring injured
employees for appropriate vocational rehabilitation services,
initiating wage-earning capacity determinations when medical
reports indicate that the employee has regained the capacity
tor some work, and decreasing or terminating the awards as
appropriate.

PROGRAM FUNDING

The benefits awarded under the act are paid from the
Employees' Compensation Fund, which is maintained by Labor.
The Fund consists of money that the Congress has appropriated
tor or has transterred to it.

After the close of each fiscal Year, Labor is required
to furnish to each Government agency a statement of the
total cost of benefits paid from the Fund during the fiscal
yeér on account of the injury or death of that agency'tc em-
pPloyees. The agency must then include in its budget for the
next fiscal year a request for an appropriation equal to
the reported costs and, upon receipt of the requested appro-
priation, transfer that amount to the Fund. Agencies not
dependent upon an annual congressional appropriation (the
Postal Service, for instance) must transfer the requested
anount from funds under their control.

The act also provides that, in addition to the cost of
benetits paid, the Postal Service and mixed-ownership Govern-
ment corporations and cevtaina other Guvernment corporations
are to pay their “"fair share” of the program's administrative
costs, as determinad by Labor. ‘“he act provides that the
administrative corsts reimbursed to Labor shall be depositea
in the Treasury as miscellaneous receipts.



In addition, the act authorizes Labor to receive annual
appropriations from the Congress to c.ver expenses of admin-
istering the act.

SCOPE OF REVIEW

We made this review because of the disproportionate in-
creases in the cost of benefits paid under the act, in com-
parison to the relatively constant number of Federal employ-
ees. We primarily attempted to determine whether OWCP was
effectively and efficiently administering the act. By re-
viewing a randomly selected sample of claims, we focused on

--whether awards of benefits are supported by medical
and other evidence showing that disability or death
resulted from injuries sustained in the performance
of duty and

—-whether awards of continuing compensation are reviewed
to ensure the timely rehabilitation and reemployment
of disabled persons.

We made our review during fiscal years 1976 and 1977 at
OWCP's national office in Washington, D.C., and at its dis-
trict offices in Jacksonville, Florida; San Francisco,
California; and Chicago, Illinois. We started our review at
the Jacksonville District Office, and our work there was more
extensive than at the other locations. We expanded the review
to the other district offices to establish whesther the condi-
tions at Jacksonvil.e eristed elsewhere. We selected the
Chicago District Office specifically because OWCP officials,
testifying before the Manpower and Housing Subcommittee of
the House Committee on Goverrment Operations in June 1976,
cited it as one of their better offices.

We reviewed the act and its legislative history; the
Depirtment of Labor's requlations pertaining to the act and
0YC's implementing policies and procedures; decisions of
the Employees' Compensation Appeals Board; and internal audit
repocrts and other Labor and OWCP reports pertaining to admip-
istration of the act.

In addition we interviewed:

—--Headquarters and district office officials, claims
examiners, and other perronnel.

--Florida and Georgia State officials and representa-
tives of several private insurance companie¢s to obtain



information about their procedures, practices, and
experiences concerning States' workers' compensation
programs.

--Cfficials of the Tennessee Valley Authority ('1I'VA), the
Charleston (South Carolina) Naval Shipyard, the Depart-
ment of the Navy, the Warner Robins (Georgia) Air
Material Are~, the bLepartment of the Air Force, and
the Miami (rlorida) Post Office. We also reviewed
TVA's workers' compensation records.

The cases in our random sample for which our auditors
questioned the adequacy of medical evidence were reviewed by
our consultant, a physician. He reviewed the cases in detail,
noting whether the medical evidence appeared adequateg.

We issued a separate report on our review of hearing
impairment cases under the act. 1/

1/Report to the Congress, "To Provide Proper Compensation
For Hearing Imp:é¢irments, The Labor Department Should Change
Its Criteria,” (HRD-78-67, June 1, 1978).



CHAPTER 2

BENEFITS AWARDED WITHOUT ADEQUATE

EVIDENCE SHOWING DISABILITY OR DEATH

CAUSED BY EMPLOYMERT

In about 41 percent of the 233 cases we reviewed, OWCP
awarded benefits without adequataoly establishing a causal
relation between the employee's d.sability or death and his
or her employment. Many benefits were awarded without
adequate supporting medical eviden:e, supporting medical
rationale, or resolution of conflicting medical eviderice.

OWCP officials agreed that sc. .laims were approved
without an acceptable showing of . _.usal relation, but
they do not believe the problem ic as serious as our find~
ings indicate. They attribute the proble primarily to a
workload which substantially exceeds the staff's capability
and pointed out that accumulating :wore complete evidence of
a causal relation would extend processing time, thereby in-
creasing the backlog of unresolved claims.

They said this would be Particularly true concerning
the increasing number of claims attributing disability or
death to various diseases--such as cardiovascular disease,
respiratory disease, mental and emotional problems, and
orthopedic disorders--for which resolving the question of
causal relation is frequently difficult and time consuming.

We recognize that increases in OWCP's staff have not
kept pace with increases in workload and that this disparity
would necessarily hurt the agency's ability to administer
the Federal Employees' Compensation Act effectively and
efficiently. However, the need to process claims expedi-
tiously does not justify awarding benefits without first
establishing to a reasonable certainty that the recipient is
entitled to them.

CRITERIX. FOR ESTABLISHING
CAUSAL RELATION

Aside from the provision that "The United States shall
pay compensation * * * fcr the disability or death of an em-
Ployee resultirng from an injury sustained while in the per-
formance of his duty," and the definition of "injury" as
including "in addition to injury by accident, a disease
proximately caused by the employment,” the act contains no



criteria for determining causal relation. The definition of
injury was included in a 1924 amendment to the act. 1In hear-
ings on the proposed amendment by the House Committse on the
Judiciary, a member of the United States Employees' Compensa-
tion Commission (then responsible for administering the act)
defined "proximate cause" as "* * * the last cause without
which the disability would aot have resulted.”

Guidance and criteria concerning the nature and extent
of evidence necessary to establish a causal relation between
an employee's disability or death and his or her employment
are contained primarily in OWCP's Federal Procedure Manual
and in Employees' Compensation Appeals Board decisions. They
have been interpreted and supplemented by numerous bulletins
and by more than 200 program memorandums issued by OwcCp
headquarters.

OWCP Federal Procedure Manual

OWCP's Federal Procedure Manual gives claims examiners
the primary responsibility for deciding when the evidence of
record is sufficient for approving or rejecting a claim.
Claimants, however, are primarily responsible for providing
any additional evideilce needed for a complete development of
the claim. In carrying out their responsibilities, claims
examiners may obtain s:atements from the claimant, super-
visors, witnesses, and others having pertinent information.
They may also refer the injured employee and an accepted
statement of facts concerning the employee's medical history
and conditions of employment to consulting physicians of the
claims examiner's choice. In addition, the examiners may
seek the advice of OWCP's district medical directors, who are
physicians.

Because each claim is unique, the guidance in the manual
is necessarily general. However, the guidance, especially
when considered in relation to the decisions of the Employees'
Compensation Appeals Boar » is generally sufficient to advise
the claims examiners about the nature and extent of evidence
necessary to establish a causal relation between the dis-
ability or death and the Federal employment. Concerning the
establishment of causal relation, the manual states, in part,
that:

~~-The question of causal relation is a medical question
that must be resolved on the basis of medical opinion
evidence,.



--In evaluating the medical opinion evidence, the claims
examiner must consider how well qualified the physician
is, whether he had been furnished an accuirate and com-
plete medical and employment history, and whether his
findings justify the diagnosis or whether "medical
rationale® is needed to justify the opinion angd
diagnosis.

--The most important factor in determining the extent of
and the .ationale for the physician's findings is the
nature of the condition for which compensation is
claimed (for example, no medical rationale would be
required to support causal relation in a claim based
on a broken arm sustain~d when an employee fell off a
loading dock at work, but extensive rationale would be
required to support a claim based on a heart attack
suffered at home on a day off).

-—For many conditions that employees attribute to the
strain, ctress, and friction of their work environments
(such as psychoneurosis, heart attacks, and low back
pain), the claims examiners must be particularly care-
ful to (1) require detailed and specific allegations
from claimants, (2) develop facts about preexisting
medical and work histories and about possible -auses
in the employees' personal lives or activities, and
(3) obtain opinions from specialists in the medical
fields irvolved.

Decisions of the Employees'
Compensation Appeals Board

Employees' Compensation Appeals Board decisions are
precedents to be followed in considering later claims for
benefits under the act. Published Board decisions usually
contain (1) a recitation of the evidence of record concerning
employee's duties and working conditions, (2) the nature and
extent of the injury and the circumstances surrounding its
occurrence, (3) a discussion of the law and of its applica-
tion to the evidence, and (4) the decision to either affirm
OWCP's action, reverse it, or remand the case to OWCP for
further development of the evidence. In its decisions the
Board has relied heavily on court interpretations of State
workers' compensation laws.

The Boaru has consistently held that (1) claimants have
the burden of establishing by reliable, probative, and sub-
stantial evidence that disability or death was caused by Fed-
eral employment and (2) this buvaen requires them to submit
medical and work history showing a causal relation. The
Board has also consistently held that
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-—a benefit award cannot be predicated on surmise,
conjecture, speculation, or a claimant's belief that
a causal relation exists;

——a physician's opinion setting forth causal relation
in terms of possibility is speculative and not Suffi-
cient to establish causal relation;

~—the fact that work activities produce pain or dis-
comfort which reveals an underlying condition does
not raise an inference of causal relation: and

--there is no presumption of a causal relation merely
because a fatal heart attack occurs at work.

QUESTIONABLE BENEFITS
AWARDED BY DISTRICT OFFICES

We reviewed 233 cases in which OWCP's Jacksonville,
San Francisco, and Chicago district offices awarded benefits
during fiscal years 1974 1975, and 1976. Because CWCP's
recordkeeping system precluded our taking statistically valid
samples, the results of our review of cases cannot be reliably
Projected to all benefits awarded by OWCP. However, our
randomly selected samples indicate that many Federal employees
may have received workers' compensation benefits to which they
were not entitled.

In 96 of the 233 cases reviewed (41 percent), the dis-
trict offices did not, in our opinion, establish a causal
relation between the employee's disability or death and his
or her employment in accordance with the criteria in OWCP's
Federal Procedure Manual and the decisions of the Employees"
Compensation Appeals Board. We question the benefits awarded
in the 96 cases for the following reasons:

Reasons Num',er
Inadequate supporting medical evidence 35
Inadequate supporting medical rationale 51
Unresolved conflicting wedical evidence 10

Total 96

Internal Labor reviews of OWCP's administration of the
Federal Employees' Compensation Act made after our review
disclosed problems similar to those we found.
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The following cases from our sample illustrate the
questionable nature of benefits awarded by district offices.

Inadequate medical evidence
supporting causal relation

The Jacksonville District Office awarded compensation to
the widow of a 66-year-old surface mine inspector who died of
a heart attack while working at home on a Saturday. The widow
believed that her husband's death was caused by the physical
requirements of his work and the emotional stress of his
having been demoted from a supervisory position about 2 years
earlier.

The claims examiner obtained copies of the reports of the
deceased employee's fitness—-for-duty physical examinations for
about 10 years preceding his death in March 1974. These re-
ports showed arteriosclerosis of the aorta as early as 1964
and high blood pressure from 1971. In an examination made
about 2 weeks before the employee's death, the examining phy-
sician reported evidence of changes or the electrocardiogram
compatible with myocardial disease.

However, contrary to the requirements by OWCP's Federal
Procedure Manual and rulings of the Employees' Compensation
Appeals Board, the claims examiner did not obtain any ra-
tionalized medical opinion evidence as to whether or how the
employee's death at home on a nonworkday could have been
caused by his employment. The only semblance of medical
opinion evidence to support a finding of causal relation
is the District Medical Director's statement that:

"In my opinion, the factors of the claimant's
employment (nhysical and emotional stress) were
competent to precipitate on an already diseased
heart a slow 'y developing myocardial infarction
cardiac arrest. The deceased claimant's demise
is causally related to his employment."

Being specula“ive and containing no raticnale, this
statement, in our opinion, does not satisfy the evidentiary
requirements of either the manual or the Board, and it cannot
properly serve as a basis for awarding benefits under the act.
This case demonstrates inadequate medical evidence supporting
causal relation because the examining physician provided no
medical opinion evidence.

The widow was being paid $961 every 4 weeks. Total pay-
ments as of December 1977 amcunted to $44,987. (Compensation
to an employee's survivors terminates upon their death or
remarriage.)
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Inadequate medical rationale

The OWCP Chicago District Office awarded compensation to
a 35-~year-old letter carrier who claimed that his bronchitis
and pulmonary emphysema were aggravated by his exposure at
work to inclement weather, nollution, dust, and cigarette
smoke.

The claims examiner did not develop information about
the level or the duration of the employee's exposure at work
to these elements. Evidence in the file showed that the em—
ployee smoked, but the claims examiner 4id not determine to
what extent. He did obtain a report from the eamployee's pri-
vate physician, a general practitioner, who stated that the
employee had been under his care for 4 years for chronic
bronchitis and obstructive pulmonary disease with progressive
emphysema. (The employee had worked for the Postal Service
for about 4-1/2 years at the time of his disability.)

The attending physician did not respond to a question
concerning causal relation on OWCP's "Attending Physician
Report" form, but in his narrative report stated that the em-
ployee had to "* * * gtop working as dust at work and humidity
and cold weather made him 30 dyspneic l[air hunger resulting
in labored or difficult breathing] that he fainted one day
at work," and that moving to a warmer and drier climate would
benefit the employee's health. This statement, in our opinion,
does not establish a causal relation between the employee's
disability and his work, and ncthing in the file indicated
that the physician even knew about the employee's working
conditions.

The claims examiner submitted the file to the district
medical director for consideration of whether the employee's
disability was "due to, precipitated, accelerated, aggravated,
or proximately c-used by" the conditions of employment. The
district medical director's reaponse was an unqualified "yes."
He added:

"Bronchitis, in susceptible persons, is subject
to exacerbations due to inclement weather.
Emphysema, pulmonary, is said to have the
etiological factor of [to be caused by] exposure
to dust.”

This statement, in our opinion, is too general to constitute
medical opinion evidence that the employee's disabling condi-
tion was aggravated by his work.



The employee was awarded compensation of $586 every
4 weeks beginning in October 1975. As of January 5, 1978,
compensation totaled $22,119 and medical benefits totaled
$2, 485,

Conflicting medical

evidence not resolved

The Jacksonville District Office awarded compensation of
$1,812 to a 32-year-old food service worker for disability
resulting from a foot infection. The employee claimed that
liquid soap spilled on her foot caused the skin to come off
when she wiped her foot.

The employing agency disagreed with the employee's state-
ment of facts. According to the immediate supervisor, the
employee said that she had scratched her foot at home and
that it had become infected after she walked through the dew.
The supervisor added that (1) the material which the employee
alleged caused her injury was a mild dishwashing detergent
which she and other workers had used for years without any
problems and (2) an inspection of the work area did not
reveal any caustic substance which would cause skin removal
and result in infection.

Medical evidence from two physicians supported the exist-
ence of an infection but disagreed as to whether the infec-
tion was caused by soap. One physician treated the infection
several times. He, at first, believed that the infection must
have been caused by a caustic agent other than dishwashing
solution but, in a later report indicated with some reserva-
tions that the infection was related to the incident at work.
The employee's private physician also treated thez infection.
He believed that the condition was not related to the work
incident.

The claims examiner submitted the conflicting evidence
to the district medical Airector for review and advice. The
district medical director concluded, without the benefit of
clarifying evidence, that the employee's infection had been
caused by the dishwashing detergent.

QUESTIONABLE CASE DECISIONS OF THE
BRANCH OF HEARINGS AND REVIEW

In addition to the 233 cases, we reviewed 9 cases in
which the Branch c¢f Hearings and Review in OWCP's nac.ional
office had reversed district offices' decisions rejecting the
employees' claims for benefits. We reviewed these cases pri-
marily because improperly founded reversals by the Branch were
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frequently cited by district office personnel as influencing
their inadequate development of claims. We selected six of
the nine cases from examples provided by district office
personnel. The other three cases were taken from our random
samples of cases decided by the district offices. 1In addi-
tion, we obtained statistics from the Branch showing actions
it had taken in cases decided in fiscal years 1971-76.

The statistics we obtained do not support the contentions
of district office personnel that the Branch reverses most
decisions appealed by the claimants. They show, instead, that
over the 6-year period, in cases involving the determination
of causal relation, the Branch reversed 41 percent of the
district office decisions, and that :the percentage of reversals
has steadily declined--from 54 percent in fiscal year 1971
to 30 percent in fiscal year 1976. Tne percentage of district
office decisions sustained increased from 29 percent in fiscal
year 1971 to 37 percent in fiscal year 1976, but fluctuated
in the intervening years.

Despite these overall statistics, the nine cases we re-
viewed illustrate that the Branch does reverse district office
decisions without adequate evidence of causal relation and
does not adhere to the established criteria for determining
causal relation. 1In seven of the nine cases, in our opinion,
the preponderance of evidence did not support a finding of
causal relation in accordance with the established criteria.
The following case from ocur sample illustrates this.

A 63-y2ar-old school principal with the Bureau of Indian
Affairs suffered a heart attack on February 24, 1971. 1In
July 1971, he filed a claim for compensation with the San
Francisco OWCP District Office, alleging that stressful work-
ing conditions--insubordination and threats by subordinates;
lack of support by supervisors; and conflict, misunderstand-
ing, and lack of communication between employees and
supervisors—--caused his disability. The employee's claim
was still pending when he died on June 30, 1972. His death
was attributed to coronary thrombosis due to cardiac de-
compensation and myocardial infarction. The widow continued
the claim for death benefits on the same grounds.

In support of the employee's claim for disability bene-
fits, the employee's personal physician had stated, without
rationale or explanation, that the employee's condition was
precipitated by work pressures. A second physician, consulted
on July 21, 1971, said that it was "* * * quite probable that
the pressures of his work did contribute in the development
of his infarction."”
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After the employee's death, the district medical director
requested an independent review of the case by a certified
heart specialist. A part of the file presented to the
selected specialist was OWCP's "Statement of Accepted Facts,"
which stated that the employee had encountered some personnel
difficulties in his work. On the basis of his review of the
file, the physician concluded that the employee's death:

"* * * yas the result of a progressing intrinsic
cardiac disturbance that was neither caused nor
accelerated by the work activities in either a
direct or indirect sense. There were no data to
indicate that the decedent was subjected to acute
inordinate physical or emotional stresses that
were related to change in coronary circulation.
There are no data known to me that would sustain

a suggestion that his employment in Indian Affairs
for 30 years would have altered the natural course
of coronary atherosclerosis if, indeed, that was
the correct diagnosis. If the diagnosis of pri-
mary myocer<ial disease is accepted, thare is
similarly no basis for a suggestion that his

work activities were responsible for its cause
and/or acceleration in either an immediate or
remote sense."

The district medical director agreed with this conclucsion,
and the San Francisco District Office rejected the claim for
lack of causal relation.

The widow asked for a hearing. After a prehearing
conference, the widow and her attorney submitted additional
evidence to support their contentions about the nature and
extent of the employee's work pressures. The Branch of
Hearings and Review accepted the additional evidence as
factual--while not considering evidence supplied by the
employing agency and other employees of the agency--and
amended the Statement of Accepted Facts to show that the
deceased employee had been subjected to extreme emotional
and physical stresses in his work.

The entire file, including the evidence controverting
the widow's claim of extreme pressure, was then submitted to
another cardiologist for an opinion concerning causal rela-
tion. This physician, reporting that he had reviewed the
entire file--inc-luding the evidence that controverted the
widow's claim, concluded the following about causal relation:
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"My own opinion is that if a previously presumably
well individual is subjected to acute emotional
stress and at that time or very shortly afterward
develops symptoms and/or findings of degenerative
heart disease one may establish some relationship.
I do not believe that chronic stress can be impli-
cated, and for this reason it is my opinion that
there is no relationship between the emotional
factors involved in [the employee's] work for some
months prior to his initjal attack of myocardial
infarction and the occurrence of the infarction
itself.”

The physician stated in his report that he had reviewed
both the evidence in the file which controverted the widow's
claim and that which supported her claim and which had been
"strongly accepted” by the Branch of Hearings and Review.
Because of this, the Branch claims examiner found that the
physician "appears to be opinionated,"™ z2nd asked that the
file be referred to another physician for an opinion.

The third physician stated in hig report that:

"k * * ] accept as factual that the decedent was
subjected to extreme emotional and physical stres-
ses, created by personnel difficulties and the
internal problems at his place of employment.
Special attention was given to the statement of
the decedent dated June 9, 1972 and a statement

of fact dated November 30, 1972."

With respect to causal relation between the employee's
death and the pressures of his work, this physician said:

"Regarding the possible role of emotional stress
in the precipitation, acceleration or aggravation
cf his underlying cardiac disease, the absence of
data pinpointing a new or acute cardiac event in
close temporal relationship to the responsibility
of his employment makes an association highly un-
likely. Postulation of a causal connection be-
tween his death and the described emotional duress
would, thus, necessitate acceptance of a theory
that longterm psychologic stress may hasten coro-
nary atherosclerosis (or other forms of serious
organic heart disease) leading to myocardial in-
farction, fatal arrythmia, etc. Despite extensive
study by many investigators, the question as to
whether chronic emotional tensions play a role in
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the genesis and course of heart disease remains
scientifically unanswered. Critical evaluation
of the evidence marshalled by proponents of this
thesis reveals deficiencies and the validity of
the reported results is questicnable. Long-term
psychologic tensions defy quantitation and allo-
cation of the origin of Persistent emotional dig-
tress to one source rather than to another--in
life's complex interpersonal reactions--frequently
is on a speculative basig, * * * The most that
can be said concerning the effects of chronic
emotional stress--such as might stem from this
claimant's working conditions--is that such fac-
tors may possibly exert an aggravating influence;
however, this cannot be deemed a reasonable medi-
cal probability, pParticularly in any one given
person. I conclude that the claimant died of

the natural, non-traumatic and non-occupational
pProgression of severe organic heart dicease, un-
related tc the physical or emotional responsi-
bilities of his employment."

Thus, three independent specialists, all of whom had re-
viewed the complete medical record concerning the employee's

progression of his underlying heart disease and that the
Physical and emotional stresses of hi. work had neither
caused nor aggravated his condition.

Notwithstanding this unanimous opinion of chree in-
dependent experts, OWCP's Medical Director ruled that the
employment events Preceding the employee ‘s hLeart attack on
February 24, 1971, were "competent to precipitate an acute
episode” and that the "episode" of February 24, 1971, aggra-
vated the employee's progressive, preexisting disease.

The Branch of Hearings and Review, citing the opinion
of the medical director and referring to decisions of the
Employees' Compensation Appeals Board to the effect that
"if the regular work of the employee is a factsr in the dis-
ability, a compensable injury 'while in the performance of
duty' is established," reversed the decision of the district -
office and remanded the case for payment of compensation.
Neither the medical director nor the Branch of Hearings and
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In ovr opinion, the widow's claim was not supported by
reliable, substantial, and probative medical evidence that
the employee's death was caused by his work. In fact, the
overwhelming weight of medical evidence in the case showed
that the employee died from the natural progression of his
underlying heart condition.

As of December 31, 1977, compensatior payments totaled
about $42,600.

LABOR'S INTERNAL REVIEWS

Recent internal Labor reviews of OWCP's administration
of the act have been made by (i) the Directorate of Audit and
Investigations in the Office of the Assistant Secretary for
Administration and Management and (2) an OWCP Task Force ap-
pointed in June 1976 by the Assistant Secretary for Employ-
ment Standards. (See app. I for a discussion of the OWCP
Task Force as it relates to this chapter.)

On October 20, 1977, the Director of Audit and Investi-
gations transmitted to the Assistant Secretary for Employment
Standards a report of an audit made at OWCP's district offices
in Jacksonville, New Orleans, Philadelphia, San Francisco,
and Seattle.

In 82 of 285 cases (29 percent) randomly selected from
the August 1976 periodic rolls, Labor auditors found that
the files did not contain information to support OWCP's find-
ing of causal relation. Underlying causes of the lack of
supporting evidence were said to be the failure of claims
examiners to develop and analyze evidence, to obtain addi-
tional evidence when needed, and to follow prescribed proce-
dures; the failure of employing agencies to investicate
accidents and to submit investigation reports; and improper
forms design.

The Employment Standards Administration's Office of Pro-
gram Development and Accountability, which also performs ac-
countability reviews of the Federal emplovees' program, has
also reported that district offices' statements of facts do
not contain enough information to support claims examiners'
findings of causal relation. These findings were reported
in reviews made at the Chicago and Jacksonville District
Offices in late 1977.

19



COMMENTS OF OWCP OFFICIALS
AND PERSONNEL

We discussed our findings about the establishment of
causal relation with Labor representatives in the three dis-
trict offices we visited and in the Employment Standards ad-
ministration regional offices in Atlanta, Chicago, and San
Francisco, and with officials at OWCP's Division of Federal
Employees' Compensation.

Most of these officials agreed that benefits were
awarded without a showing of causal relation between the
employee's disability or death and his or her Federal employ-
ment. Generally, however, they thought the problem was not
as serious as we indicated. Some management officials seemed
unaware of the problem, while others said they had suspected
it because of the heavy workload, staffing shortages, and the
pressure to process claims promptly.

Claims examiners' comments

We discussed the failure to establish a causal relation
with claims examiners and supervisory claims examiners in
the three district offices. Most agreed that in many cases--
especially those involving diseases; neuroses; and back,
muscle, or joint sprains or strains--they were not satisfying
the established criteria governing determination of causal
relation. The reasons most frequently cited for not more
completely establishing causal relation were

-—-very heavy claims workload;
-—-pressure to process claims quickly;

-—the relative ease of accepting a claim, as opposed to
rejecting one; and

--the tendency of the national office to reverse dis-
trict office decisions to reject claims.

About half of the claims examiners and supervisory
claims examiners said that they were under great pressure to
process claims quickly--from OWCP management as well as
claimants, employee unions, and attorneys. They basically
saw the pressure as a function of the growing disparity
between OWCP's workload and its work force.

The claims examiners and their supervisors said in

efiect that, in attempting to cope with the pressure, they
take advantage of OWCP's management system, which requires
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that a decision to deny a claim be justified in writing and
receive two or three layers of supervisory review, but that
a decision to approve need have no justification or review.
This relative ease of accepting a claim, coupled with what
the claims exariners see as the national office's overly
generous attitude toward the acceptance of claims, results
in their accepting claims that should be rejected for lack
of evidence of causal relation.

About a third of the claims examiners and supervisory
claims examiners we interviewed said that the Branch of Hear-
ings and Review in the national office and the National Medi-
cal Director find a2 way to reverse most of their decisions
to reject claims. The examiners stated that such reversals
are the most frustrating part of their job and result in their
developing a "why fight city hall" attitude toward claims
development.

Digstrict medical director's comments

We discussed with district medical directors at the
offices visited our observation that they often gave
opinions favoring a finding of causal relation when the
evidence of record would not support such a finding and that
the claims examiners relied on such decisions in awarding
benefits.

The medical directors interviewed agreed that the claims
examiners were not developing medical evidence in accordance
with the established criteria. They believed however, that
when asked to give an opinion based on the evidence of rececrd,
they should give one; they said the claims examiners did not
have to rely on their opinions.

One district medical director had interpreted oral in-
structions of the National Medical Director to mean that he
should make do with the evidence of record rather than insist-
ing on complete development of the evidence. District medical
directors also made the following statements.

--There is almost complete reliance on the employee's
personal physician to support casual relation. In-
dependent medical experts should be usel much more.

--If the attending physician uses the words "aggravate,"
"accelerate," or "precipitate," the claim will be
approved.

-=-If the attending physician uses the word "anxiety,"

OWCP will award benefits based on emotional problems
from worrying about the injury.
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--The Branch of Hearings and Review seems to discount
any arguments of the district medical directors that
run counter to the employees' claims.

--If the district office rejects a claim, the Branch of
Hearings and Review will look for the "buzz" words--
aggravate, accelerate, or precipitate-—and reverse
the decision.

Comments of Franch of
Hearings and Review officials

We discussed with claims examiners, the acting chief,
and the former chief of the Branch of Hearings and Review
the comments of district office perscnnel about the Branch's
reversal of district office decisions and our finding that
the Branch was not adhering to the established criteria for
Getermining causal relation. The consensus of those we spoke
with was that, in their review of district office decisions
to reject claims, they

--consider all the evidence, not just that which supports
a finding of causal relation, and

--rely heavily on the National Medical Director's opin-
ions because of his qualifications and experience.

They also said Employees' Compensation Appeals Board decisions
had established that evidence was to be consiructed liberally
in favor of the employee. (The Board has, in fact, stated
that the act should be liberally construed in favor of the
employee. We find nothing in the Board's decisions, however,
that would condone accepting less than "reliable, probative,
and substantial" evidence of causal relation. We belijeve the
Board is saying that, if the evidence has been completely
developed and there is as much evidence to support a finding
of causal relation as there is to controvert such a finding,
the evidence should be construed in favor of the claimant.)

Comments ¢f the
National Medical Director

We told the National Medical Director that, in the cases
we reviewed, his Adecisions about causal relation tended not
to conform to the established criteria. He responded that he
only interprets medical reports for the Branch of Hearings
and Review and gives an opinion about the adequacy of such
reports to support a finding of causal relation. He said
the Branch decides whether to accept or reject a claim. He
added that both the former Director of OWCP and the Employees'
Compensation Appeals Board encourage liberal opinions.
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CONCLUSIONS, AGENCY COMMENTS,
AND OUR EVALUATION

Our review demonstrates that, for many of the claims for
benefits under the act, OWCP awarded benefits without deter-
mining, in accordance with established criteria, that the
employee's disability or death was caused by his or her Fed-
eral employment. The questionable awards primarily involve
claims based on a contention that diseases (especially
cardiovascular disease), neuroses, or orthopedic disorders
are causally related to the employees' work.

We agree with OWCP officials that a major factor in the
agency's failure to adequately establish claimants' eligi-
bility is insufficient staffing. (See ch. 6 for a further
discussion of OWCP staff.) However, based on our review of
cases, our observations during several months of working in
OWCP district offices, and our discussions with officials and
employees in both the national office and district offices,
we also believe that an underlying cause of this problem is
OWCP's widespread practice of awa:ding benefits without reach-
ing impartial decisions that are equitable to both the injured
employees and the Federal Governuent.

Generally, the tenor of how claims shcoculd be decided is
set by the decisions of the Brainch of Hearings and Review
and the opinions of the National Medical Director. This is
appropriate for they are the ones who should be i.usuring that
benefits are awarded only aftei entitlement has been estab-
lished. These actions of the Branch and the National Medical
Director, however, have helped set the precedent of awarding
benefits without reliable, probative, and substantial medical
evidence establishing causal relation. This precedent has
been followed by other OWCP personnel involved in the claims
adjudication process.

Because the Branch's decisions, issued in the name of
the Director of OWCP, can reverse district office decisions,
the claims examiners in the district offices understandably
construe the Branch's decisions as a valid indication of how
the agency wants claims to be decided. We believe that the
officials need to be instructed to approve claims for com-
pensation, in accordance with established criteria, only when
there is adequate medical evidence supporting causal relation.

In his July 19, 1978, comments on our draft report, the
Secretary of Labor stated that, for the past 5 years, the
Federal employees' compensation program has been beset by
serious deficiencies in administration and management. He
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st:ated, however, that our recommendations do not take into
account the steps taken over the past year to eliminate these
deficiencies. He concluded that we need to do followup work
to reflect recent program improvements and that all our rec-
ommendations should be reexamined.

He also questioned our sampling procedures and added that
any followup review should include a larger and more represen-
tative sample to assess the impact of Labor actions.

We have —considered the improvements cited in the Secre-
tary's letter and other management data obtained directly
from Labor. We conclude that, because enough time has not
elapsed for full implementation of Labor's corrective actions,
a followup review is not warranted at this time. OWCP's
recordkeeping system precluded our taking a statistically
valid sample. Although our sample was not scientifically
selected from all cases awarded benefits during fiscal years
1974, 1975, and 1976 on a raticnwide basis, it was randomly
selected from each of three OWCP district offices covered by
our review. We believe that the sample adequately identified
problems in program administration of the program and that,
as Labor concedrs, it is consistent with conclusions reached
by other review teams.

Notwithstanding the improvements cited by Labor, we con-
tinue to believe that there is a need to emphasize to all OWCP
employees their responsibility to reach impartial decisions
that are equitable to both the injured employees and the Fed-
eral Government.

RECOMMENDATIONS TO THE
SECRETARY OF LABOR

Because past administration of the program has demon-
strated that employees and OWCP management at all levels have
set the precedent of awarding benefits without adequately
determining that employees' injuries are caused by Federal
employment, we recommend that the Secretary of Labor instruct
all OWCP officials and employees that

--they are responsible for making claims determinations
that are equitable to the injured employees, the Fed-
eral Government, and the taxpayers and

--their responsibilities require that venefits be denied
in all cases in which, in accordance with established
criteria, adequate medical and other evidence is not
provided demonstrating a causal relation between the
employee's injury and Federal employment.
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CHAPTER 3

OTHER FACTORS AFFECTING

AWARD OF CLAIMS FOR BENEFITS

In addition to the lack of adequate evidence showing
causal relation, several other factors contribute to OWCP's
improper determination of claimants' eligibity and award of
benefits. OWCP's use of a through-the-mail operation, rather
than one of onsite investigations and personal contact, greatly
hampers its ability, in many cases, to make adequate determi-
nations of claimants' eligibility to receive compensation
payments.

Also, OWCP often fails to inform employing agencies of
its rationale in deciding compensation claims. Since the em-
pPloying agencies do not have the right to appeal OWCP's deci-
sions, many agencies believe claims are being approved even
though the agencies have adequate evidence to dispute them.

NO ONSITE INVESTIGATION OF CLAIMS

To obtain the information it needs to determine causal
relation, OWCP's contacts with injured employees, attending
physicians, and employing agencies are essentially all
through~the-mail transmissions of forms and form letters.

As a result, OWCP personnel rarely have first-hand knowledge
about whether an employee is really disabled, whether the
disability is really work related, or whether a physician

is objective and has an accurate understanding of the
employee's work environment.

In contrast, representatives of several insurance com-
panies told us that they make onsite investigations of
questionable claims--interviewing injured employees, attend-
ing physicians, witnesses, fellow workers of the injured
employee, and employers--and that they consider such personal
contacts essential for effective claims development.

In the past, OWCP has had claims examiners who made
onsite 1nvestigations of questionable claims. As the work~
load increased, however, the investigator positions werve
discontinued to speed claims processing. A number of claims
examiners and supervisory claims examiners noted that the
loss of investigators has hampered OWCP's ability to determine
causal relation.
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LACK OF EMPLOYING
AGENCY APPEAL RIGHTS

Employing agencies 4o not have the right to appeal OWCP
decisions. Officials of several agencies expressed concern
to us about the many cases in which they questioned OWCP's
determination that an employee's injury occurred in the per-
formance of official duties or that the employee continued
to be disabled for work. OWCP often failed to inform the
agencies of the rationale for its decision.

Under the act, an employee not satisfied with an OWCP
decision, on the basis of the written record, may rcquest a
hearin¢ or review of the claim before OWCP's Branch of Hear-
ings and Review. Any OWCP decision, whether for or against
payment of compensation, is subject to review by the Employ-
ees' Compensation Appeals Board at any time on the Bcard's
own motion or by application of the claimant.

The Buard may then end, decrease, or increase the com-
pensatiorn previously awarded or award compensation previously
refused or discontined. 7The Board's action in allowing or
denying a payment is (1) final and conclusive for all purposes
with respec’. to all questions of law and fact and (2) not sub-
ject to review by another U.S. official or by a court.

Labor has administratively excluded employing agencies
{rom participating directly in the adjudication of claims
under the act, either at the OWCP or the Board levels of
review. This is clearly indicated in 20 C.F.R. 10.140, as
follows:

"Prucedures conducted with respect to claims

filed under the Act are intended to be nonadver-
sary in character. Accordingly, a claimant's
employing agency shall not have the right, * * *
to actively participate in the claims adjudica-
tion process. An employing agency may, however,
in its discretion, submit affidavits and other
relevant and probative statements regarding any
particular claim. Such evidence shall be reviewed
by the Office and acted upon as appropriate.”

Hence, employing agencies are presently not able to ap-
peal any OWCP decisions. During our review, agencies ex-
pressed concern over the present system. In many cases, the
agencies stated in their administrative reports that the em-
ployee's injury was not incurred in the performance of his
or her official duties, but OWCP later determined otherwise.
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Although CWCP clearly has the authority to make such a deter-
mination, employing agencies often believe that they have per-
tinent evidence which OWCP has not considered and that they

should have the right to appeal OWCP's decision in such cases.

CONCLUSIONS, AGENCY COMMENTS,
AND DUR EVALUATION

Proper determination of eligibility for benefits under
the act could, in many questionable and complex cases, be
greatly improved by onsite investigations and personal contact
with the injured employee, the attending physician, the em-
ploying agency, and ochers with knowledge of the disabling
injury or disease.

In commenting on our draft report, Labor stated that the
recent establishment of an investigative division in OWCP
clearly meets the condition addressed in our proposal that
some claims need to be investigated onsite. As Labor states,
this division emphasizes investigating cases of suspected
fraud and abuse, not in aiding determinations of questionable
and compblex cases.

Employing agencies believe that they often have evidence
concerning whether an injury is work related which OWCP dis-
regards. In its comments, Labor states that it is not true
that OWCF ignores such evidence. Labor notad that OWCP pro-
cedures require that district offices explicitly take into
account agency views and reconcile them with those of the
claimant. Labor sees nc nred 0 alter the equity of th: ad-
judication process by requiri.g employees to be subject to
any undue evidentiary requirement, or to establish an adver-
sary procedure among Federal agencies by providing the em-
ploying agencies witt the right to appeal.

In our prior review 1/ of the Workers' Compensation Pro-
gram of the United States Postal Service, the Service gave us
contrxoversions, claims it objected to, that it belicved were
well supported but not upheld by OWCP. Service officials were
frustrated by controverting well-documented improper claims
only to have OWCP deny the controversions. Many officials at
the offices visited told us that such OWCP actions discouraged
them from controverting claims.

1/"Administration of the Workers' Compensation Program"
(GGD-77-45, July 8, 1977).
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Al.though Service procedures provide for informally qQues-
tioning OWCP decisions, Service officials told us that OWCP
is unresponsive to inquiries and complaints about adjudicating
claims.

Service officials believe that OWCP's approval of most
cases encourages emplcyees to apply for compensation for minor
or nonexistent injuries. To contrnl the number of employees
receiving comp:nsation in questionable circumstances, the
Service believes employing agencies should be allowed to ap-
peal OWCP decisions formally. In our opinion, when an employ-
ing agency believes it has adequate evidence to question an
OWCP decision, it should be able to appeal the case to the
Employees' Compensation Appeals Board. This would ensure the
quality of OWCP's performance in administering the act.

RECOMMENDATION TO THE
SECRETARY OF LABOR

To enhance OWCP's ability to determine causal relation,
we recommend that the Secretary of Labor have the Assistant
Secretary for Employment Standards require OWCP to make onsite
investigations of all claims in whicl causal relation is not
conclusively shown in the reports filed by injured employees
and employing agencies. Such investigatious are especially
needed in cases in which death or disability is alleged to
be the result of work-induced cardiovascular disease, respira-
tory disease, gastrointestinal disorders, neuroses, or ortho-
pedic disorders and in other hard to prove cases.

RECOMMENDATION TO THE CONGRESS

To help ensure the quality of OWCP's determination of
causal relation, we recommend that the Congress amend the
Federal Employees' Compensation Act to place in the employing
agencies the authority to appzal to the Employees' Compensa-
tion Appeals Board any finding of causal relation by OWCP or
any OWCP decision continuing compensation benefits which,
in the employing agency's opinion, is inconsistent with or
not supported by the available evidence.
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CHAPTEK 4

INEFFECTIVE MONITORING OF INJURED EMPLOYEES'

PROGRESS ANL NEED FOR VOCAYIONAL REHABILITATION

The three OWCP district offices visited did not system-
atically review the condition and status of injured employees
who had been receiving compensation for extended periods to
determine whether they were still eligible for the benefits
they were receiving or whether they might benefit from voca-
tional rehabilitation services. Without a systematic and
effectively managed monitoring program, OWCP cannot determine
whether its continuing compensation payments are proper.

OWCP officials agreed that the agency was not system-
atically monitoring the condition and status of persons
receiving compensation, but attributed this primarily to
a lack of staff.

We agree that insufficient staff is one factor causing
UWCP's inetfectiveness in monitoring the condition and
status ot injured employees who have been receiving compen-
sation for extended periods. 1In our opinion, though, even
if OWCP were to obtain enough staff, its through-the-mail
monitoring system would leave it relatively ineffective
in returning injured employees to gainful employment.

Ettective administration of the Federal Employees*
Compensation Act may be achieved by adopting monitoring
techniques used in the workers' compensation insurance
industry. However, given the relatively small number of
persons covered by the act and the wide geographic dispersion
of those persons, it may not be feasible to provide within
OWCP--or any single agency--enough staff to carry out such
monitoring techniques.

Comparatively, the employing agencies are already
qgeographically dispersed, generally have first-hand knowledge
of the employee and his or her working conditions, are a
disabled employee's most likely source of reemployment, and
have a legitimate interest inr controlling the costs of the
workers' compensation program. It may be both feasible and
desirable to give employing agencies substantial responsibi-
lity for monitoring and vocational rehabilitation activities
while leaving OWCP with responsibility for decisions to
continue, reduce, or end benefits.



REQUIREMENTS FOR MONITOKING

10 ensure the propriety of compensation payments, OWCP
must have current knowledge about a number of factors that
govern an injured employee's continued entitlement to bene-
tits. Specific provisions of the act that necessitate OWCP's
having such current knowledge are:

—-Monetary compensation is payable only “wuring the
disability,"” so OWCP needs current knowledge of an
employee's medical condition to determine when the
uisability ceases.

-——Lower compensation rates are payable for partial
disability than for total disability, so OWCP needs
current knowledge of changes in an employee's
condition.

--The amount of compensation payable for partial dis-
ability depends on the employee's wage-earning capa-
city, so UWCP needs current knowledge of the degree
of the employee's impairment, the availability of
suitable employment, and the employee's qualification
tor such employment.

—--Compensation rates are higher for employees with
dependents, so OWCP needs current knowledge of the
aependency status of persons qualifying the employee
tor the higher rates.

The act does not place any specific monitoring require-
ments on UWCP, but it authorizes the Secretary of Labor
to obtain information necessary to ensure the correctness
of continuing compensation awards. Specifically, the act
provides that

—-an injured employee shall submit to physical examina-
tion by a U.S. medical officer or by a physician
designated or approved by the sSecretary;

--an employee who refuses to submit to or who obstructs
a physical examination loses his or her right to
compensation until such refusal or obstruction stops;

--the Secretary may direct a permanently disabled
employee to undergo vocational rehabilitation;:

--an employee who, without good cause, fails to apply for
and undergo vocational rehabilitation when so directed
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by the Secretary may have his or her compensation
reduced to the amount which the Secretary determines
it probably would have been had the employee undergone
vocational rehabilitation as directed;

-~the Secretary may require a partially disabled employee
to report his or her earnings from employment or
self-employment;

——an employee who fails to report his or her earnings
as required or who knowingly omits or understates any
part of the earnings fortfeits the right to compensation
for the period covered by the required report; and

--a partially disabled employee who refuses to seek suit-
able work or who refuses or neglects to work after
being otfered suitable work is not entitled to compen-
sation.

Regulations promulgated by the Secretary implementing the
act do not place any specific monitoring requirements upon
UWCF, but they do specity that attending physicians shall make
detailed narrative reports approximately once a month in all
cases of serious injury or disease, including all cases re-
quiring hospital treatment or prolonged care.

OWCP's Federal Procedure Manual specifies that, if an
injury causes disability tor work for an extended period or
requires prolonged treatment, the attending physician must
submit a descriptive report concerning the clinical course,
prognosis, and recommendations for further medical care. ‘The
manual states that these reports generally should be submitted
at approximately 30-day intervals, but in cases involving
chronic conditions, allows reports at approximately 90-day
intervals.

The manual gives claims examiners responsibility for
periodically reviewing the condition and status of injured
employees who have been receiving compensation for total
disability. 'he trequency of review is left to the claims
examiner's judgment based on the particular circumstances,
but the manual states that during the tirst 2 years of
disability, the claims examiner's review generally should
be at 60- to 90-day intervals. %he objective of the claims
examiner's review are to

~~obtain periodic medical reports;

--authorize physical examinations, as needed;
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--opbtain a proper medical report as soon as practicable
after total disability ceases;

--obtain reports of earnings; and

--obtain reports of the dependency status of persons
qualitying the employee for higher compensation rates.

These periodic reviews by the claims examiners are the
key to all later actions to terminate an award because dis-
abllity has ceased, to reduce an award because the disability
has lessened trom total to partial, to modify an award be-
cause of a change in dependency status, or to refer an injured
employee tor vocational rehabilitation.

Cases reviewed for monitoring requirements

From the periodic disability rolls at the three district
ofrices we visited, we randomly selected 102 cases--50 at
Jacksonville, 27 at San Francisco, and 25 at Chicago--and re-
viewed then. to determine whether periodic medical proyress
reports were being made, whether earnings reports and depen-
dency status reports were being obtained, and whether injured ;
employees were beiny referred for vocational rehabilitation !
services. !

At the Jacksonville District Otfice, our sample was taken
trom all cases on the periodic disability rolls. Predictably,
several ot these cases had been on the periodic rolls for re-
latively short times, so all of the reguired monitoring acti-
vities were not applicable. 4o reduce the size of the samples
at the San Francisco and Chicagyo District Otfices and still
be able to assess the performance of all the required monitor- _
iny activities, we limited our sample in those otfices to cases i
that had been on the periodic adisability rolls for more than ‘
2 but less thar 15 years. Because our samples were not repre-
sentative ot the total universe of OWCP's periodic disability
rolls, we cannot project the results of our review. We be- :
lieve, however, that our review demonstrates that OWCP is not
effectively monitoring its continuing compensation cases.

PERIODIC MEDICAL PKROGKESS
REPORYS NOY OB'WALINED

pPeriodic medical reports evaluating an injured employee's
condition with respect to his or her work-related disability
are essential if OWCF is to know whether compensation payments
should be continued, modified, or terminated based on the
enployee's ability to work.
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OWCP's Federal Procedure Manual provides that claims
examiners generally should obtain medical progress reports at
30- to Y0-day intervals. Labor regulations state that attend-
ing physicians should submit medical reports at approximately
monthly intervals in all cases of serious injury or disease,
without limiting the period over which such reports should
be made.

In the Jacksonville District Office, 16 ot the 50 cases
in our sample had been on the periodic disability rolls tor
between 6 months and 2 years. In only one case had OWCP ob-
tained medical progress renorts at least every 90 days. 1In
three cases, no reports haa been obtained since the employees
were placed on the periodic disability rolls.

Since OWCP had no specific criteria for reviewing cases
after the first 2 years ot disability, we reviewed the other
cases in our sample to determine whether medical progress
reports were being obtained on a current basis.

Uf the 86 cases we reviewed that had been on the periodic
disability rolls ftor over 2 years, 58 cases had beer on the
rolls from 2 to 4 years, 25 cases from 5 to 9 vears, and
3 cases from 10 to 14 vears.

--0t the 58 cases, the claims examiners had not received
any medical reports for 26 in the year preceding our
review and had not received any medical reports on 8
others since the employees were placed on the rolls.

~=0f the 25 cases, the claims examiners had not receiveg
any medical reports tor 20 in the year preceding our
review and had not received any medical repcrts on 2
others since the employees were placed on the rolls.

-—0Of the three cases, the claims examiners had not re-
ceived any medical reports for two in the year preced-~
ing our review.

the tollowing case from our sample is illustrative of
those in which OWCP continued to pay compensation without
obtaining current medical information to insure that the em-
Ployee was still disabled as a result of a work-related in-

jury.

A veterinarian who worked in a meat processing plant
crushed a finger at work on August 14, 1972. 7The OWCP Chicago
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Listrict Office accepted.the injury as causally related and
began paying compensation for it. About a month later, the
employee fell at home and fractured an ankle. He attributed
his fall to medication he was taking tor pain associated

with his injured finger. Three times OWCP requested informa-
tion that would permit it to determine whether the ankle in-
jury was causally related to the accepted work-related injury,
but it received no reply. OWCP took no further action to
determine the employee's condition, and as of December 1976
he was weing paid $1,179 every 4 weeks for disability caused
by the crushed finger. As of January 5, 1978, total compensa-
tion «rveeded $76,U00 and medical benefits amounted to $132.

INADECUATE WAGE-EARNING
CAPACITY DETERMINAT1iONS

The act provides that the compensation payable to an em-
pPloyee partially uisabled as a result of a work-related injury
shall be a specified percentage of the difference between
the injured employee's regular pay and his or her wage-earning
capacity. OWCP's Federal Procedure Manual provides that the
claims examiner will initiate action to determine an injured
employee's wage-earning capacity after total disability
ceases.

Generally, the determination of wage—earning capacity
involves considering:

--Medical evidence concerning the residual impairment
resulting from the work-related injury and the physical
restrictions that the impairment imposes on the em-
ployee in terms ot such work-related activities as
standing, walking, stooping, and lifting.

--Noninedical evidence concerning the employee's educa-
tion, training, experience, work history, and earnings.

=~The availability of suitable employment in the area
in which the employee lives.

1f the injured employee has had earnings and if, in the
opinion of the claims examiner, the actual earnings fairly and
reasonably represent the employee's wage-earning capacity, the
actual earnings will be determined to be the wage-earning
capacity and compensatibn will be paid accordingly. If, how-
ever, the injured emnployee has had no earnings or the claims
examiner thinks that the actual earnings do not fairly and
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reasonably represent the wage-earning capacity, the employee
is to be referred to the State employment service to select

a job that is available in the area and is compatible with

the nature and extent of the enployee's impairment, education,
training, and experience.

wage-earning capacity
determinations made

OWCP had made wage-earning capacity determinations in 44
of the 102 cases in our sample. In 7 of the 44 cases, OWCP
found that the employees had wage-earning capacities and re-
duced their compensation accordingly. The other 37 determi-
nations resulted in findings that the employees did not
have wage-earning capacities, and they continued to receive
compensation for total disability.

Based on the information in the files at the time the
wage—earning capacity determinations were made, we questioned
the validity of 18 of the 44 determinations either because
the information was not sutficient to support the determina-
tion made or because there was conflicting evidence concerning
the employee's capacity for work. Based on information in
the files at the time of our review, we believe that in 6
cases OWCP should have redetermined the employees' wage-earning
capacities and that in 12 cases OWCP's mopitoring activity had
not been sufficient to permit it to know whether its earlier
determination was still wvalid.

The tollowing case from our sample illustrates those in
which OWCP's wage-earning capacity determinations appeared to
be based on out-of-date information.

In July 1970, a 40-year-o0ld nursing assistant suffered a
back injury that OWCP determined aggravated a preexisting back
problem and caused an anxiety reaction.

Based on a medical progress report, the district medical
director in Jacksonville stated in April 1973 that the em-
ployee was capable of pertorming psrt-time sedentary work.
The claims examiner should have initiated a determinaticn ot
wage-earning capacity based on this conclusion, but did not.
In January 1974, the employee contacted the State rehabilita-
tion agency and requested vocational rehabilitation training.
The State agency notified OWCP ot the claimant's request and
said the claimant was a good candidate tor rehabilitation.
However, in April 1975, the claims examiner and the regional
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vocational rehabilitation specialist--without obtaining any
new information about the employee's condition or ability to
work--decided that she had no wage-earning capacity.

As of March 1976, the employee was being paid compensa-
tion of $427 every 4 weeks. As of December 1977, the employee
had received $29,616 in compensation and $1,744 in medical
benefits.

NO wage-earning capacity
determinations made

In 58 of the 102 cases in our sample, OWCP had not made
wage—earning capacity determinations, but 8 determinations
were in process at the time of our review. 1In 5 of the other
50 cases, we believed that the files contained enough evidence
that the employees remained totally disabled and that wage-
eéTning capacity determinations were not required. In eight
cases, the files contained evidence that the employee had
regained some capacity for work, and in our opinion, OWCP
should have made wage-earning capacity determinations. 1In
the other 37 cases, UWCP's monitoring had not been sufficient
for it to know whether the employee had regained some capacity
for work.

The following case from our sample illustrates those in
which OWCP had not made a wage~earning capacity determination
even though the file contained medical evidence that the em-
ployee was no longer totally disabled.

A 49-year-old quality assurance inspector for the National
Aeronautics and Space Administration injured his back at work
on March 23, 1971, aggravating a preexisting vertebral disc
problem. he was placed on the periodic disability roll of
the Jacksonville District Office on June 1, 1972.

un March 11, 1975, OWCP received a medical progress re-
port in which the physician stated that the employee was
working at a used car lot, was doing "a lot of things requiring
an agile back," and occasionally was riding a motorcycle as
far as 200 miles in a day. %he physician also stated, *“the
patient should be urged to return to some useful work. Present
pension has to be a deterrent to recovery to employment."

Five months later, on August 18, OWCP referred the

employee to the State employment service for a ;0b cvaluation.
As ot March 1976, nothing in the file indicated that tie
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employee had been interviewed by the employment service, and
OWCP had taken no further action to complete the wage-earning
capacity determination.

'‘the employee was being paid $1,239 every 4 weeks. As of
Lecember 1977, total compensation paid exceeded $92,000 and
medical benefits amounted to $13,044.

REPORYS OF EARNINGS AND
DEPENDENCY SWATUS NOT OBTAINED

Undar the act the Secretary of Labor may require a par-
tially disabled employee to report his or her earnings from
employment or self-employment. OWCP's Federal Procedure Man-
val provides that the claims examiner will determine the
frequency of reports of earnings and dependency status based
on the nature and extent of the employee's disability, the
length of time since the injury occurred, the employee's age,
the prognosis, and other factors that might affect the em-
ployee's ability to work. 'The manual states that reports may
be needed every 60 to 90 days but that in all total disability
cases the employee should report at least annually.

In our opinion, OWCP should have obtained reports of
earnings and dependency status for all of the 102 employees
in our sample. However, they did not have reports from any
of the 5 employees who had been on the periodic disability
rolls for a year or less or from 21 of the 97 employees whc
had been on the rolls for more than a year. Only 13 of the
76 employees who had submitted earnings and dependency status
reports had reported annually as required by OWCP's Federal
Procedure Manual. Additionally, in 28 of the 76 cases, the
most recent reports in the file at the time of our review
were more than a year old.

INADEQUATE VOCATIUNAL
REHABILITATION EFFORTS

‘*he act provides that an employee permanently disabled
as a result of a work-related injury may be directed to under-
go vocational rechabilitation and that the compensation of an
employee who retuses to undergo rehabilitation when so di-
rected may be reduced.

Each OWCP district office has on its staff one or more
vocational rehabilitation specialists. OWCP's Federal Proce-
dure Manual makes these specialists responsible for reviewing
certain types Oof cases to determine (1) whether vocational
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rehabilitation services might help the injured employee to
remain at or return to work and (2) if so, the nature and
extent of the services needed. Essentially, the specialists
are to review cases in which

--the injury is likely to result in a permanent, compen-
sable disability;

~-there is a definite medical recommendation for job
reassignment or job change;

--compensation payments extend beyond 2 months tor per-
manent disabilities with a job handicap; or

--a combination ot preexisting and injury-related con-
ditions preclude a return to the former occupation.

Vocational rehabilitation services include job counseling
and placement assistance, testing to determine the injured
employee's work capability, physical restoration, and training
for new job skiils.

OWCP's Federal Procedure Manual states "It is 1mperative
that rehabilitation activity begin at the carliest possible
time before mental and physical lethargy destroy the motiva-
tion of the injured employee." However, cases are generally
not reviewed for vocational rehabilitation potential until
they are placed on the periodic disability roll. Many more
complicated cases are not placed on the periodic roll for
months after the injury.

Not all injured employees
referred for vocational
rehapbilitation services

We reviewed 102 cases from the periodic disability rolls
at the three district offices to determine whether injured
employees were being referred for vocational rehabilitation
services. Under criteria in OWCP's Federal Procedure Manuai,
vocational rehabilitation specialists should have reviewed
8Y of the cases. 'The specialists had only reviewed 70 cases;
the average time elapsed between the date of injury and the
date of the vocational rehabilitation specialist's review
of the case was 15 months in Jacksonville, 21 months in
Chicago, and 22 months in San Francisco. The required review
had not been made for the other 19 cases.
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In 12 of the 13 cases in which the criteria did not re-
guire review by the specialists, we believe that review would
have been desirable and that appropriate vocational rehabili-
tation services might have benefited the injured empioyees.
These were cases in which the employee, although not permanently
disabled, had been drawing compensation for extended periods
of temporary disability.

Moreover in only 15 of the 70 cases reviewed had the spe-
cialists determined that the injured employees could benefit
from vocational rehakilitation services. At the time of our
review, 3 of these 15 cases were still being evaluated for
vocational rehabilitation.

In 8 of the remaining 12 cases in which vocational reha-
bilitation services were recommended, nothing indicated that
the employees had even responded to OWCP's efforts to refer
them for such services and the services provided had not re-

sulted in any of the employees returning to work or receiving
reduced compensation.

Evidence in file shows need for
vocational rehabilitation services

We questioned the vocational rehabilitation specialists’
determinations:

—-In 34 of 55 cases in which they determined that the
injured employees could not benefit from vocational
rehabilitation services.

-—In 20 cases because we thought the file contained evi-
dence that services might help the employee to return
to work. ’

--In 14 cases because we thought the file did not contain
gufficient evidence on which to base an informed deci-
sion.

The following case from our sample illustrates those in
which the specialist's decision not to direct vocational re-
habilitation appeared guestionable because the evidence indi-
cated a need for such services.

A 47-year-old vehicle mechanic employed by the Postal
Service in Wisconsin sustained a whiplash when the vehicle
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he was driving was struck by another in December 1967. The
employee was treated and released for retur: to worXx,

In October 1968, the employee was treated by the same
physician, who reported a mild lateral curvature of the dor-
sal spine but negative X-rays of the neck. After treatment
the physician released :he employee for return to work.

The employee was treated again in September 1970; in
April 1971 a neurosurgeon performed a myelogram with no ad-
verse findings. The neurosurgeon's diagnosis was cervical
muscle strain syndrome causally related to the 1967 vehicle
accident, on the basis that the employee's complaints began
after the accident.

The employee remained on annual and sick leave from
April 1971 until compensation benefits were approved in
Septerber. From September 1971 until February 1973, the
employee received treatment ccnsisting of home physiotherapy
and medication for pain. ‘The employee was placed on the
periodic disability rolls in February 1973.

In March 1973, the attending physician reported that
the emoloyee had achieved maximum recovery and that he
had a permanent partial disability rating of' 25 percent
of the body as a whole. Despite this, the physician judged
that the employee was unable to work, either full or part
time.

The district medical director, however, maintained that
the employee was not totally disabled because of the history
of conservative treatment and the attending physician's
rating of partial disability.

Also in March 1973, the vocational rehabilitation spe-
cialist met with the employee at his home to determine the
need for services. The employee claimed that he could not
work or be rehabilitated because of dizziness. The specialist
observed, however, that the employee did not appear to be in
distress. Moreover, the specialist noted that the employee
had been participating in a number of horse shows around
the country--an activity that required extensive driving.

He concluded that the extent of the disability was probably
much less than the employee claimed. He made no further
attempt, however, to direct the employee to undergo voca-
tional rehabilitation or to determine his potential to
benefit from such services.
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In December 1973, the Chicago District Office referred
the employee to an orthopedist for an independent medical
evaluation. This physician, however, declined to examine
the employee because disability evaluations were not part
of his practice. OWCP did not refer the employee to another
physician for an independent evaluation. In fact, it did
nothing more until May 1975, when it directed the employee
to return to his attending physician for an up-to-date
disability evaluation. A June 1975 report on that
‘evaluation--the most recent medical report in the file
at the time of our review in November 1976--contained a
diagnosis of osteoarthritis of the atlas and ndontoid
process of the cervical spine. The physician reported that,
although his objective findings were minimal, he d4id not
think that the employee was exaggerating his complaints.,

He considered the employee to be permanently and totally
disabled. There had been no further action in the casse
at the time of our review.

The specialist did not document his reasons for not
referring cthe employee for vocational rehabilitation serv-
ices. Evidence was available at least as early as March
1973 tanat the employee's condition had reached a permanent
state. In our cpinion, OWCP should have acted at that
time tc resolve the conflicting evidence concerning the
extent of the employee's disability and to initiate an
active program of vocational rehabilitation to convince
the employee that he was able to return to gainful employ-
ment.

Compensation for temporary total disability continued at
$856 every 4 weeks. As of January 5, 1978, the 'ployee's
total compensation benefits exceeded $60,000 and his medical
benefits amounted to $2,330.

The following case from our sample illustrates those in
which the specialist's decision not to direct vccational
rehabilitation appeared questionable because the evidence was
insufficient to permit a conclusion that such services were
not needed.

A 42-year-old dietitian employed at a Veterans Adminis-
tration center in Florida fell at work in November 1971,
suffering a back strain and partial dislocation of the coccyx.
The Jacksonville District Office placed her on the periodic
disa’.lity roll in February 1972. In August, the Civil Service
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Commission approved the employee's retirement on disability,
but she elected to continue receiving compensation from OWCP.

In May 1973, the employee's private physician, an
orthopedic surgeon, reported that the employee had permanent
disability, involvi ~ the lumbar spine, of 10 to 15 percent.
Based on this repor . the district medical director, in June
1973, concluded that the employee was fit for her usual work.

The claims examiner started a wage—-earning capacity
determination and referred the employee to the State employ-
ment service. The service reported in September 1973 that the
employee was capable of working as a nutritionist but that she
thought she could neither work nor pParticipate in any training
program. Also in September, the vocational rehabilitation spe-
cialist reviewed the case and determined that the employee was
capable of performing her usual duties and thus had no loss of
wage earning capacity. He made no attempt, however, to help
her find work or to refer her for vocational rehabilitation
services.

In October 1973, the Assistant Deputy Commissioner in
the Jacksonville District Office instructed the claims exa-
miner that, to support a wage-—earning capacity determination,
she should obtain a “"work tolerance limitations" report from
the attending physician.

In March 1974, the attending physician concluded that the
employee had a permanent disability amounting to an impairmenc
of the body as a whole of 12.5 percent. His work tolerance re-
port showed the employee to be fully capable of lifting up to
50 pounds and of standing or sitting for up to 2 hours and to
have a limited tolerance for reaching or working above shoulder
level, for walking 6 to 8 hours, and for kneeling 1 to 2 hours.
On the basis of these limitations, the vocational rehabilita-
tion specialist, in July 1974, determined that the employee
was “nonemployable in the open labor market. *

No further action had been taken in this case at the time
of our review in March 1976. The employee was still being
paid compensation of $913 every 4 weeks for temporary total
disability. Total payments as of December 1977 exceeded
$68,000 in compensation and $1,600 in medical benefits.

We found no support for the specialist's determination
that this employee was incapable of working. The only objec-
tive medical evidence of record showed that her disability
was no more than 15 percent, and the State employment service
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reported that she was capable of performing her usual work.
Instead of relying on medical evidence, the specialist secms
to have relied on the employee's contention that she could
not work and he made no real attempt to provide her with
vecational rehabilitation services.

In our opinion, a vigorous vocational rehabilitation
effort is required in such cases to help injured employees to
return to work and to convince them that the Government is
serious about getting them off the compensation rolls.

OWCP'S THROUGH-THE-MAIL
OPERATION INEFFECTIVE

OWCP's operation is carried on primarily through the
mail. There is little face-to-face contact between OWCP per-
sonnel and the injured employees, their families, their phy-
sicians, and their employers. In addition, OWCP's operation
relies primarily on forms and form letters, which are unlikely
to deal effectively with all the peculiarities of an individ-
ual situation. Form letters are used to reguest medical prog-
ress reports from injured employees and their physicians, to
notify an employee to report to the State employment service
in connection with a wage-earning capacity determination, or
to inform a disabled employee that vocational rehabilitation
services are available.

As a result of this through-the-mail operation, OWCP
personnel rarely have first-hand knowledge about whether an
employee is really disabled, whether a physician is objective
and has accurate knowledge of the employee's work environ-
ment, whether the employee is motivated to return to work, or
whether the employing agency understands the extent of the
employee's ability to work and its responsibility for helping
the employee return to gainful employment.

In contrast, representatives of State agencies and in-
surance companies we spoke with consider immediate, close,
continued, and personal contact with disabled individuals and
their families, physicians, and employers as essential ingre-
dients in effectively reemploying disabled workers. For
example, Florida has employed rehabilitation nurses, whose
duties include personal contact with injured workers to more
realistically assess their medical needs, socioeconomic back-
ground, and family problems. State officials believe that
this helps maintain the worker's motivation and a work-
oriented attitude. If vocational rehabilitation is required,
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work is begun early to identify potential problems and to
help meet the employee's needs.

Representatives of several insurance companies believed
that the key to successfully returning injured employees to
work lies in personally contacting the employee as soon as
possible after the injury--most of the companies try to ¢o so
within 24 hours--and on maintaining frequent personal contact
with the employee, the attending physicians, and the employer
throughout the period of recuperation. This contact, they say,
is necessary tc maintain the employee's motivation to return
to work and to influence the employee's medical recovery and
rehabilitation.

FEDERAL AGENCY MONITORING AND
REHABILITATION ACTIVITIES

Our visit to the Tennessee Valley Authority indicated
that agencies have been or are capable of providing monitor-
ing and rehabilitation activities under the act. TVA is
already providing substantial monitoring and rehabilitation
assistance to employees injured on the job. Moreover, it has
achieved beneficial results with a self-initiated reemployment
program that owes much of its success to its emphasis on
early, personal contact and individualized treatment of in-
jured employees.

The primary purpose of TVA's program is to hasten maximum
recovery of injured employees and to return them to their
former or alternate jobs. A TVA report on the program states:

"The most important part of TVA's rehabilitation
program is what happens during the first week
following a job related injury involving loss
from work. This is the critical period during
which the injured employee beqgins to form at-
titudes which will have a strong bearing on

the likelihood of his returning to work follow-
ing rnmaximum recovery. During these first few
days, TVA nurses visit the iniured employees
when needed to provide information and to estab-
lish a helping, supportive relaticnship which
continues throughout the rehabilitation process.*

TVA reported that in fiscal year 1976 it provided rehabi-
litation counseling and job placemrent assistance to 378 injured
employees, of whom 140 had been placed in jobs. TVA estimated
that more than half of 140 employees would not have returned
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to work without the assistance they received from the reha-
bilitation program.

According to TVA officials, the program was kegun because
of a concern with rapidly increasing compensation costs and
because of a lack of cooperation and assistance from OWCP.

LABOR'S INTERNAL REVIEWS

Recent Labor reviews of OWCP's administration of the act
have been made by (1) the Directorate of Audit and Investiga-
tions in the Office of the Assistant Secretary for Adminis-
tration and Management and (2) an OWCP Task Force appointed
in June 1976 by the Assistant Secretary for Employment Stand-
ards. (See app. II for a discussion of the Task Force as it
relates to this chapter.)

On October 20, 1977, the Director of Audit and Investi-
gations transmitted to the Assistant Secretary for Employment
Standards a report of an audit conducted at OWCP's district
otfices in Jacksonville, New Orleans, Philadelphia, San
Francisco, and Seattle.

Labor auditors reported that:

-=In 52 of 176 cases reviewed (30 percent), OWCP did
not have current medical reports.

==In 118 of 243 cases reviewed (49 percent), OWCP had
not obtained reports of earnings and status of
dependents at least annually as required by the OWCP
Federal Procedure Manual.

==In 43 of 202 cases reviewed (21 percent), the Social
Security Administration reported that injured Federal
employees had earnings from employment during a period
for which they were paid compensation for total
disability.

-=In 41 of 243 cases reviewed (17 percent), needed wage-
earning capacity determinations had not been made.

The Employment Standards Administration's Office of Pro-
gram Development and Accountability reviews performed during
late 1977 in the Chicago and Jacksonville District Offices
showed similar findings, such as untimely medical reports and
wage-earning capacity determinations.
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COMMENTS OF OWCP OFFICIALS AND PERSONNEL

We discussed our finding that OWCP was not effectively
monitoring the condition and status of beneficiaries under
the act with management officials, claims examiners and
supervisory claims examiners, and vocational rehabilitation
specialists in the three district offices visited; with
officials of the Employment Standards Administration regional
offices in Atlanta, Chicago, and San Francisco; and with
officials at OWCP's Division of Federal Employees' Compen-
sation. All agreed that OWCP was not effectively monitering
ongoing cases and that this condition was caused by the pres-
sures of the claims examiners' workload.

Management officials recognized that the lack of effec-
tive monitoring resulted in benefits being paid to recipients
who were no longer eligible to receive them. We asked claims
examiners and supervisory claims examiners to estimate the
probable impact of an effective monitoring program. They
responded that a significant portion of the persons on the
periodic disability rolls—--estimates ranged from 10 to 70
percent-—could have their benefits reduced or terminated.

Most of claims examiners and supervisory claims examiners
agreed that their wage-earning capacity determinations were
not effective in reducing thc amount of compensation payments
and that this was a reason for the high percentage of rever-
sals by the Branch of Hearings and Review. One supervisory
claims examiner explained that the claims examiner must select
a job that he or she thinks the employee can do--not a spe-
cific, real-life job, but a job description from hundreds
listed in Labor's Dictionary of Occupational Titles. He
said the job descriptions are so broad that they include many
unnecessary duties, and the Branch can almost always find
some aspect of the described duties that is not compatible
with the work tolerance limitations described for the em-
ployee.

The vocational rehabilitation specialists in all three
district offices said that, if an employee is not interested
in pursuing a vocational rehabilitation program, they will
take no further action.

CONCLUSIONS, AGENCY COMMENTS, AND OUR EVALUATION

OWCP is not effectively monitoring the condition and
status of recipients of benefits under the act. Therefore,
it does not know whether injured employees are receiving
the medical and rehabilitative services they need to hasten
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their return to gainful employment or whether recipients
are still eligible for the benefits they are receiving.

Insufficient staff to cope with the agency's workload
is undoubtedly a major factor causing OWCP's ineffectiveness
in monitoring the condition and status of injured employees
who have been receiving compensation for extended periods.
In our opinion, however, even if OWCP obtains sufficient
staff, its through~the-mail monitoring operations would still
leave it relatively ineffective in returning injured employ-
ees to gainful employment.

If OWCP is to ensure that recipients continue to be
eligible under the act and that injured employees receive
the medical care and rehabilitation services they need to
hasten their recovery and their return to gainful employment,
the agency must have accurate, complete, and current medical,
employment, and other information.

OWCP's approach to obtaining information vital to the
effective administration of this program is essentially im-
personal and passive, relying primarily on the motivation
and initiative of the injured employees. 1In our opinion,
administration of the act will require us.’' .g techniques, such
as those used in the workers' compensation insurance industry,
that emphasize immediate, close, contirued personal contact
with injured employces.

Given the geographic dispersion of the beneficiaries
under the act, OWCP--or any singl agency--cannot be expected
to carry out such a person-oriented program. The employing
agencies, however, are (1) already geugraphically dispersed,
(2) more familiar than OWCP with tne employee and his or her
working conditions, and (3) an .njured employee's most likely
source of reemployment. The agencies also have a legitimate
interest in controlling the cost of the workers' compensation
program.

On the basis of TVA's success in returning injured em-
ployees to work, it may be both feasible and desirable to
place in the employing agencies substantial responsibility
for the monitoring and vocational rehabilitation activities
while leaving in OWCP the responsibility for decisions to
continue, reduce, or terminate benefits.

However, our review was limited to assessing OWCP's ad-
ministration and visiting four other Federal agencies. We
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did not assess the adequacy of the agenices' resources to
handle monitoring and rehabilitation services or the impact
the delegation of these responsibilities would have on the
agencies' operations. T~.cause of the potential benefits of
such a delegation--not only in reducing compensation costs

to the Federal Government but also in aiding individuals to
again become productive members of society--we believe that
these questions should be assessed on a Government-wide basis.

The Office of Management and Budget (OMB) has general
oversight responsibility for organization and management
fractices of all Federal agencies. Therefore, we believe
that OMB should determine whether it would be feasible to
delegate to the employing agencies responsibility for
providing monitoring and rehabilitation services to claimants
under the Federal Employees' Compensation Act.

In commenting on our draft report, Labor noted the follow-
ing four innovations that had not yet occurred at the time
of our review.

1. Each district office began a comprehensive review of
the entire inventory of claims on the long-term dis-
ability rolls.

2. The procedure for determining wage-earning capacity
was greatly streamlined.

3. Late in 1977 each district office began using a reha-
bilitation referral form to aid in the early identi-
fication of potential vocational rehabilitation candi-
dates.

4. A major step in monitoring the rolls of long-term
disability payment beneficiaries was the establish-
ment of an investigative division in OWCP within
the past 6 months. The division included 15 to 20
professional investigators pursuing possible fraudulent
claims.

Labor believes that, until these four actions are fully
implemented and evaluated, our proposed recommendation that
OMB determine whether employing agencies should undertake
specific monitoring 2nd vocational rehabilitation responsi-
bilities is premature.
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OMB, in commenting on our proposal, stated that, in view
of the corrective actions underway, it would not be appro-
priate for OMB to start a formal review to determine whether
some activities should be transferred to other agencies. It
said such a step could weli impede progress already being
made. OMB added that it intends to continue normal oversight
under the act and that, if Labor does not continue to make
progress on its action plan for improvements, a formal review
of the kind we proposed may be warranted.

We believe that Labor's planned actions are a step in the
right direction. However, for the reasons stated above, we
continue to believe that it may be both feasible and desirable
to place certain monitoring and vocational rehabilitation acti-
vities in the employing agencies. Also, Labor noted that it
has encouraged agencies to submit proposals for assuming more
responsibility for claims-related matters.

We do not believe that such a step is premature or would
impede the progress of actions underway; rather it can only
assist in correcting the problem. We believe that the proposed
transfer of activities should at least be considered at this
time.

RECOMMENDATIONS TO THE DIRECTOR, OMB

To permit the kind of person-oriented monitoring necessary
to insure that injured employees are returned to work as soon
as practicable and assure recipients' continued eligibility
for benefits, we recommend that the Director of OMB consider
Placing in the employing agencies specific monitoring and
vocational rehabilitation responsibilities such as

-—obtaining medical progress reports at appropriate in-
tervals to provide current information about the employ-
ee's medical condition;

~-providing or arranging through State vocational agencies
for vocational rehabilitation services injured employees
may need to hasten their return to gainful employment;

--finding appropriate employment for partially disabled em-
ployees, either within their own organizations or else-
where; and

--making any necessary onsite investigations to assure
the propriety of continuing compensation payments.
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If the Director of OMB determines that transferring the
monitoring and rehabilitation activities to emplecying agen-
cies would be feasible, we recommend that he submit legisla-
tion to the Congress to so amend the act.

The proposed legislation should give the Secretary of
Labor responsibility for

--issuing regulations to guide the employing age: ~ies in
carrying out their responsibilities,

--reviewing and supervising the activities of the employ-
ing agencies, and

--making all decisions relating to the reduction or termi-
nation of benefits, using information developed by the
employing agencies.
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CHAPTER 5

ADDITIONAL WEAKNESSES IN

PROGRAM MANAGEMENT PRACTICES

During our review, we noted additional changes needed in
OWCP's management practices before any substantial improve-
ment would occur in the administration of the Federal Em-
ployees*' Compensation Act. OWCP needed to

-—-change its management emphasis from reducing the number
of cases in the backlog to ensuring timely processing
of all claims;

--install management controls to help ensure the correct-
ness of actions taken by the claims examiners to award or
continue benefits as well as those to deny, reduce, or
terminate benefits;

-—-develop a management information system giving manage-
ment at all levels the information it needs to ensure
that the agency's activities are being properly carried
out; and

—--consider the potential advantages of claims examiner
specialization. .

BACKLOG REDUCTION PROCEDURES
HAMPER CLAIMS PKOCESSING

OWCP officials have stated that the critical elements in
achieving better administration of the act are reducing the
backlog of unprocessed claims and improving response times.
Over the past several years, OWCP management has emphasized
reducing the backlog, not improving response time.

The following table shows the number of unprocessed claims
reported by OWCP at the end of fiscal years 1970 through 1977,

Fiscal year Reported backlog
1970 31,557
1971 16,776
1972 22,800
1973 35,424
1974 38,660
1975 23,795
1976 37,748
1977 103,016
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By the end of December 1977, the backlog had reached 111,325.
rhese totals indicate that OWNCP has not been able to keep the
backlog of unprocessed claims from increasing.

According to personnel of the district offices we visited,
management's emphasis on reducing the backlog encourages the
processing of cases that present no particular problem--that
is, those which can be precessed quickly--and discourages
the processing of cases which present “sticky" problems of
eligibility. This reportedly results in a backlog which
increasingly consists of these difficult-to-process cases.

We believe that OWCP's emphasis on reducing the backlog
has (1) slowed the processing of more complex cases and (2)
lowered the quality of the claims adjudication process.

OWCP does not keep records or routinely prepare reports
showing claims processing times. To obtain this information
for any period requires examining documents in the case
file for ecach claim processed during the period. For the
cases in our sample at the Jacksonville District Office, we
compiled the following information on the number of elapsed
calendar days between receipt of claims for compensation and
the award of compensation.

Percent

Days elapsed Number of cases (note a)
1 to 10 15 13
11 to 20 21 18
21 to 30 17 15
31 to 60 29 25
61 to 90 7 6
91 to 180 16 14
over 180 9 _8
Total 114 99

a/Does not add to 100 due to rounding.

These are a random sample of all cases filed in fiscal
year 1975. They are not limited to those difficult~to-process
claims whose adjudication has been hindered by OWCP's
emphasis on reducing the backlog. Even so, the initial
adjudication of 53 percent of these claims took more than

30 days.
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OWCP personnel in all three district offices reviewed
said that the agency's emphasis on reducing the backlog was
a factor in their awarding compensation benefits without
fully developlng the information necessary under established
criteria to determine whether a claimant is entitled to
benefits.

Aimittedly, claims examiners may be inclined to cite any
management initiative to speed up processing of claims as
a reason for their failure to do their job properly. Top
agency management, however, also cited the backlog pressure
as a contributing factor in the claims examiners' failure
to properly develop claims.

MANAGEMENT INFORMATION SYSTEM
NEEDS FURTHER IMPROVEMENTS

OWCP's management information system was limited esser-
tially to periodic statistical and narrative reports which
dealt mainly with levels of program activity. No informa-
tion was routinely available concerning either the timeliness
or the quality of claims processing, or the extent to which
required monitoring was being carried out. Also, no informa-
tion was made available to operating level officials to
help them ensure that necessary actions were being taken.

The reports submitted to management generally gave in-
formation only about the level of program activity; for
example, number of claims received, number of cases closed,
amount of benefits paid, and size of the backlog. O©On the
other hand, OWCP has not established time frame goals for
processing individual claims and does not routinely prep. -
management reports showing the time required to process
claims or the "age" of the claims on hand.

OWCP did require the district offices to maintain an
adjudication control card system, intended to initiate
ascending levels of review of unresolved claims to attempt
to complete their development. OWCP also required the
maintenance of a “call-up card svstem," designed to remind
claims examiners when future actions were required either in
developing a claim or in monitoring cases on the periodic
rolls.

However, these systems were not being effectively used in

the district offices we visited. (Officials said the systems
were not used because of the large influx of new claims.)
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Also, these systems, even if effectively used, do not provide
a quality control mechanism assuring that claims examiners
are following established criteria.

Need to improve automatic
data processing system

OWCP has been developing an automatic data processing
system for several years. At the time of our review, cthis
system was being designed to provide inventory control over
the claims on hand and to permit automated payment of most
medical bills and automated computation of the periodic
cost-of-1iving increases in compensation awards.

The system, however, was not being designed to include
control of claims processing times and other information
essential for timely claims processing. For example, the
system does not provide for:

--Establishing a control over the processing time of each
claim received.

--pPeriodically providing to the supervisor of each claims
examining section and to the Chief, B8ranch of Claims,
a list of the specitiz claims in each section on hand
longer than the established time frame, so that specific
action can be taken to overcome the problems impeding
resolution of such claims.

~--Periodically providing to the Deputy Commissioner a
report showing, for each claims examining section, the
number of claims received, rejected, and approved and
the ~age” of claims on hand so that tihe Deputy Com-
missioner can be kept informed of any developing back-
log problems in the district office.

--Periodically providing to the Division's Associate
Director and the OWCP Director a summary report
showing for each district office the claims received,
the claims rejected and aporoved, and the "age"” of
claims on hand so that top management can be kept
informed of any backlog problems in the district
offices.

Such information, in our opinion, is vital if the district

and top management officials are to maintain effective control
over claims processing.
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CLATMS EXAMINER SPECIALIZATION
COULD IMPROVE PERFORMANCE

At the time of our review, most OWCP district offices
were organized into “modules.” Under the system, cases are
distributed among the modules alphabetically based on the
first letter of the claimant's last name. Each module
usually consists of a supervisory claims examiner, several
examiners, and clerical personnel responsible for all adjudi-
cative and monitoring acivities of the cases assigned.

One district office was organized into “"sections"” similar
to modules, with certain sections responsible for adjudication
and others responsible for monitoring. Under both the “"module*
and “"section” systems, claims examiners adjudicate all types
of cases--from amputations to heart attacks.

OWCP does not have records which conclusively show changes
over time in the types of conditions for which claims for
compensation are made. OWCP personnel we spoke with, however,
all agreed that the incidence of "occupational disease"
cases is greatly increasing and that the claims adjudication
is, accordingly, becoming more complex.

To effectively process such claims, OWCP's claims examiners
must have an extensive lay medical knowledge of the various
Physical and mental impairments; the etiology of diseases;
the remediability of impairments; the physical requirements
of a wide variety of occupations; and the relationship of
occupational hazards to injury, diseases, and death and of
injury or disease to disability.

OWCP's administration of the act probably could be
improved if certain claims examiners were to specialize in
cases that characteristically pose more complex questions
of disability and work-relatedness--such as cardiovascular
diseases and orthopedic disorders. Specialization of claims
examiners should bring the same benefits to administration
of the act that specialization of physicians brings to
diagnosis and treatment of disease.

CONCLUSIONS, AGENCY COMMENTS,
AND OUR EVALUATION

We believe that a management Zocus on the timely adjudica-
tion of individual claims rather than on the system's hacklog
would contribute to better administration of the act. This
probably would result in a larger backlog and in longer
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response times for some claims (that is, the easy to process
ones).

However, such a system would not foster the laying aside
of certain claims for inordinate lengths of time while the
claims examiners concentrate on achieving an arbitrary,
misleading, and essentially irrelevant backlog figure. It
would result in a more evenhanded treatment of claimants
in that no one would be penalized because his or her claim
presented compiex issues.

Such a managment emphasis would require that OWCPp
establish time goals for processing claims (perhaps dif-
ferent goals for different kinds of claims) and controls
over the processing time for individual claims. OwCP
would also need to keep track of claims that are not pro-
cessed within the established goal and assure that they
receive special attention to resolve the problems which
orevent their timely processing.

We recognize that such a system could not be readily
implemented if other things remain as they are. Ffor one
thing, trying to settle all the old, complex cases that
have accumulated might result in missing the goal for newly
received claims.

we believe, however, as discussed in chapter 4, that plac-
ing significant responsibility for monitoring and renabili-
tation activities in the employing agencies might sufficiently
free the claims examiners to permit a reasonably trouble-free
transition to the new system. A separate group might be set
up in each district office to handle the backlog of olad,
complex claims, with the new control system being applied to
new claims.

Also, as discussed in chaoter 2, OWCP's operating proce-
dures require written justification for and multiple super-
visory reviews of claims examiners' decisions to reject
claims, but not for claims examiners' decisions to accept
claims. The relative ease of acceptance was a major factor
in approving claims without fully developing the information
necessary under established cri eria to determine whether
the ciaimants were eligible.

One ingredient needed for equitable administration of the
act is a guatity control mechanism to ensure that the agency's
work meets the criteria. We believe that suck a mechanism
should include a small quality assurance group in the Deputy
Commissioner's office for each district. Such a group could
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routinely and randomly review the claims examiners' work and
assure that the system established to control processing
times is functioning properly.

We believe also that the management information system,
particularly the automatic data processing system being
developed, needs to be expanded to include various controls
and information reports to be made available, on a timely
basis, to all management levels. Such information is
essential when management focuses on timely claims process-
ing.

Finally, we believe that the volume and complexity of
claims may justify the specialization of claims examiners.

In our draft report, we proposed that Labor

--establish standards for the timely processing of all
claims and have management focus on achieving these
standards;

--install a quality assurance system that will place as
much emphasis on decisions to approve or to continue
compensation as it does on decisions to reject, term-
inate, or reduce compensaticn;

--install a management information system that will give
mAanagers at all levels the information they need to
ensure that activities are being conducted in accord-
ance with the act and established criteria; and

--consider whether claims examiner specialization would
improve the timeliness and the quality of adjudication
of the more complex cases.

In commenting on our proposals, Labor cited the following
recent actions it has taken:

l. Along with the comprehensive review of the long-term
disability rolls, quality control has also been
greatly strengthened through development of a set
of performance standards for district offices, em-
phasizing processing time and quality of adjudication
rather than size of backlog.

2. The cocperation between CWCP and employing agencies
has improved greatly, with some agencies cffering
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to assist OWCP in validating claims, monitoring con-
tinuing compensation cases, and returning claimants
to suitable work.

3. An internal management audit system has been devel-
oped for each district office.

4. In all district offices the automatic data processing
system now performs case tracking, provides case
status, and contains a claimant name index. Bill
paying is now operational in all except two district
offices. Statistics, correspondence contrel, claimant
address file, and a compensation package were to be
pPilot tested by August 30.

5. A claims specialization pilot program developed in
early 1977 has had a successful first test at a large
district office with an estimated 25-percent increase
in productivity and a significant improvement in
quality. After a test of a small district office,

a decision will be made about extending the system
to other district offices.

To address the problems presented by the increased number
of clzims involving occupational diseases, OWCP is developing
expertise on the unique characteristics and symptoms of cer-
tain illnesses, such as hearing loss. 1In addition, OWCP
established, in the summer of 1977, panels (of medical spec-
ialists in orthopedic, cardiac, pulmonary, and psychiatric
medicine) that reviewed current OWCP medical standards and
additional factors that could delay return to emr‘loyment.

A report issued in December 1977 with their recommendations
is being integrated into a new OWCP medical procedure manual
which OWCP hopes to issue shortly.

Since our review, Labor has taken actions along the lines
of our proposals, which, if properly implemented, should help
to resolve the problems noted. Nevertheless, we continue
to believe that as much emphasis should be placed on approving
claims as rejecting them and that a management information
system is needed.

RECOMMENDATIONS TO THE
SECRETARY OF LABOR

To improve both the timeliness and the guzlity of OWCP's
adjudication of claims, we recommend that the Secretary of
Labor have the Assistant Secretary for Employment Standards
instruct OWCP to
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--place as much emphasis on decisions to approve or to
continue compensation as it does on decisions to reject,
terminate, or reduce compensation and

--install 2 management information system that will give
managers at all levels the information they need to
ensure that activities are being conducted in accord-
ance with the act and established criteria.
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CHAPTER 6

PROBLEMS WITH STAFFING

AND TRAINING OF CLAIMS EXAMINERS

OWCP officials attribute the agency's problems in pro-
gram administration largely to the fact that for several years
claims arising under the act have increased more rapidly than
has the staff assigned to handle them. OWCP has requested
additional staff, but Labor has reduced or rejected the re-
quests. OWCP officials also believe that the quality of the
persons appointed as claims examiners has decreased in recent
years.

We agree that--given the present provisions of the act,
OWCP's present organization, and its present method of
operation--a shortage of adequately trained staff, especially
claims examiners, has contributed significantly to program
weaknesses.

However (as discussed in chapter 4), we believe that
prosram administration could be greatly improved if certain
monitoring and rehabilitation responsibilities were trans-=
ferred from OWCP to the employing agencies. Such a shift
would, of course, considerably reduce OWCP's workload and
would thus reduce the number of people the agency would need.

Another factor (as discussed in chapter 5) that cc..1d
significantly affect OWCP's staffing requirements is the
automatic data processing system which the agency has been
developing for several years. Use of this systen could reduce
the number of staff required to process and vay claims for
medical expenses and to process the periodic cost-of-living
increases in the compensation payments to persons on the
periodic rolls.

From our review of the quality of work performed, we
could not determine whether the guality of the claims exam-
iners appointed 1n recent years has decreased. The quality
of performance is affected by too many management weak-
nesses, such as the lack of supervisory review (see ch. 2),
the pressure to expedite claims processing in order to reduce
the backlog (see ch. 5), and the lack of an agencywide formal
training program. Also, the Civil Service Commission stand-
ards for selecting claims examiners appear to be adequate to
identify individuals with the potential to develop into com-
petent claims examiners.
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STAFXF _HAS NOT KEPT PACE
WITH INCREASED WORKLOAD

From fiscal year 1970 to fiscal year 1977, the number of
notices of injury or death received by OWCP increased 72
percent, the number of claims for compensation increased 70
percent, and the number of persons on the periodic rolls in-
creased 90 percent. However, the overall OWCP staff assigned
to administer the act increased by only about 53 percent,
including a 54-percent increase in the number of claims
examiners. Agency officials cite this as a primary cause of
program problems.

The changes in workload and staff by fiscal year are
shown in the following table.

Notices Permanent full-
of Claims Persons time positions
injury for on Claims
Fiscal or compen- periodic examiners
year death sation rolls Total (note a)
1970 120,625 17,795 23,462 350 125
1971 111,851 20,987 25,331 441 142
1972 109,578 26,774 27,502 472 137
1973 112,417 28,231 29,114 424 135
1974 123,001 31,025 32,244 469 140
1975 144,897 35,615 36,479 469 141
1976 191,172 40,324 42,401 487 143
1977 207,615 30,301 44,576 535 193

a/Estimates by OWCP natijonal office for fiscal years 1970-74.

During the same period, the amount of benefits paid increased
315 percent--from $131.5 million to $545.8 million.

Requests for OWCP staffing

In the past several Years OWCP has requested additional
staff to handle the increased workload. However, the requests
have been rejected or reduced by Labor. The Congress has even
provided added staff for OWCP that Labor had not requested.

The following table shows, for fiscal years 1970-77, OWCP

staff requests for administering the act along with the levels
approved by the Congress.,
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Positions

Approved allocated to

Fiscal Requested Approvz2d Approved by the the division
year by OWCP by Labor by OMB Congress by Labor

1970 (a) (a) (a) (a) (a)
1971 (a) (a) (a) (a) (a)
1972 (a) (a) (a) 472 472
1973 (a) 424 424 424 424
1974 445 445 445 469 469
1975 584 469 469 469 469
1976 487 487 487 487 487
1977 623 610 610 645 645
1978 713 655 645 643 643

a/OWCP was unable to supply this data.

Az the schedule shows, OWCP's staff was reduced by 48,
from 472 to 424, in 1973. This resulted from the President's
economy action to reduce employment in the executive branch.
The combined effect of this staff reduction, along with the
increase in workload, was an increase in the OWCP's backlog.

OWCP's problem was eased somewhat in 1974, when the Con-
gress added 24 permanent positions that Labor had not re-
quested. In addition, OWCP requested and received assistance
in the 1974 supplemental appropriations, which added 21 full-
time permanent employees and 25 2-year temporary employees.

For 1975, OWCP submitted a total request to Labor of 584
positions, including 115 additional positions--80 claims ex-
aminers, 20 technical assistants, and 15 rehabilitation spe-
cialists. The request was based on an office-by~office
analysis of the backlog and the need to reduce it before
converting the program's processing system to an automated
support system. T.abor denied this request. Nonetheless,
the Congress added 74 temporary positions for the last 6
months of 1975 to help reduce the backlog.
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For 1976, Labor approved the transfer of 18 positions
(deputy commissioners and their secretaries) to the Federal
Employees' Compensation Program from the Longshoremen's and
Harbor Workers' Compensation Act Program. The Congress
concurred in the transfer and authorized continuing the 74
temporary positions through 1976. During 1976, OWCP also
received authorization from Labor and OMB to hire another 108
temporary employees to help reduce the continuing backlog.

For 1977, the OWCP budget request to Labor included 13
permanent and 52 temporary positions. Labor recommended 8
permanent and the 52 temporary positions. But because of
other pressing workload requirements within Labor, the
Secretary only approved 52 temporaries. The Congress ap-
proved the 52 temporaries. It also added 35 fuil-time per-
manent positions to help OWCP reduce the backlog.

A supplemental appropriation for 1977 was later sub-
mitted to the Congress, requesting additional funds for 123
permanent positions and 55 staff-years of temporary assist-
ance and overtime. This request was approved by the Con-
gress.

For 1978, OWCP requested an additional 36 positions to
improve case management and quality control and 32 claims
examiner positions. Labor, however, recommended an increase
of 10 positions, which OMB denied. Funding for 200 temporary
positicns was authorized, and 2 positions were transferred
from the Federal employees' compensation program to the
longshore program.

Cause of increase in workload

OWCP has not conclusively established reasons for work-
load increases. Officially, it cites as contributing causes
(1) greater employee awareness of the program—--brought about
largely through the activities of employee unions and thrcugh
OWCP's participation in safety seminars and similar meetings--
and (2) the 1974 amendments to the act.

Some claims examiners and supervisory claims exaniners
linked the increase in claims to the act's generous benefit
provisions {hecause disability benefits are tax free, com-
pensation payments are greater than take home pay for many
employees), combined with the fact that it is commonly
known how e¢asy it is to get a claim approved. Another factor
affecting the workload is the increase in administrative
activities resulting from the growth of the periodic rolls.
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OWCP personnel we spoke with all cited the 1974 amend-
ments as a major cause of the workload increase. The pro-
vision of the amendments most credited with contributing
to the workload increase is the continuation-of-pay provision.
Under this provision, an employee disabled by a work-related
traumatic injury is entitled to have his or her regular pay
continued for the period of disability up to 45 days.

An employee who chooses to take continuation-of-pay
must still report the injury to OWCP and submit medical evi-
dence to suppnrt the claim of disability. OWCP must still
determine the validity of the claim before it can pay the
medical expenses, and it is supposed to inform the employing
agency of its determination.

Thus, an increase in lost-time injuries would affect
OWCP's workload because

--every lost-time injury for which the employee elects
continuation-of-pay must be reported to OWCP and
requires as much claims examiner involvement as a
claim for compensation, whereas

--a-no-lost-time injury is not reported to OWCP unless
the employing agency anticipates that a bill for medi-
" cal services will be filed, and

--no-lost-time injuries that are reported require only
minimal involvement by a claims examiner.

Although we did not try to assess the effects of the
1974 amendments, the available information on reported injuries
does show a greater increase in lost-time injuries, compared
to no-lost-time injuries, since enactment of the 1974 amend-
ments.

The amendments were enacted in Public Law 93-416, ap-
proved September 7, 1974, and Labor published implementing
regulations on November 25, 1974. Thus, fiscal year 1974 was
the last full fiscal year before the amendments were imple-
mented, and fiscal year 1976 was the first full fiscal year
after they were implemented.

From fiscal year 1974 to fiscal year 1976, total Federal
employment remained stable. From fiscal year 1970 to fiscal
year 1974, the number of injuries and deaths reported to
OWCP increased only 1.9 percent--from 120,625 to 123,000--with
declines in the intervening years.
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But from fiscal year 1974 to fiscal year 1976, the
number of injuries or deaths reported increased 55 percent,
to 191,000. Also, from calendar year 1974 to calendar year
1976, the number of lost-time traumatic injuries reported to
OWCP increased 96 percent--from 47,000 to 97,000--while the
number of no-lost-time traumatic injuries reported increased
34 percent--from 82,000 to 110, 000.

SELECTION OF CLAIMS EXAMINERS

OWCP officials we spoke with in both the district and
national offices believed that the quality of the persons
appointed as claims examiners has decreased in recent years.
However, the standards established for selecting claims
examiners appear adequate to identify individuals with the
potential to develop into competent claims examiners.

The Civil Service Commission has classified OWCP's claims
examiners under a single-agency standard--the Workers' Compen-
sation Claims Examining Series, GS-9S1. The standard, as
revised in October 1976, describes the general qualifications
of workers' compensation claims examiners as follows:

“These examiners must possess a high degree of
analytical ability and judgement. They must have
the ability to examine a claim or case and break
it down into its constituent parts; to identify
the issues or problems, to develop sufficient and
valid evidence; and to make a guasijudicial deter-
mination on complex factual, legal and medical
situations, based upon the Bureau of Employees' Com-
pensation [1] general policies and principles,
rules and regulations, and precedents, which, in
turn, embody that specialized branch of the law

generally referred to as 'workmen's compensaticn.'
x Kk &

"These examiners must possess the ability to acquire
an extensive lay medical knowledge of ' he various
physical and mental impairments, the ¢t 2logy of
diseases, the remediability of impairments, the
physical requirements for a wide variety of occupa-
tions, and the relationship of occupational hazards
to injury, diseases and death, and of injury or
disease to disability."

1/Now OwWce,
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The standard specifies that all applicants for claims
examiner positions in grades GS-5 and GS-7 must pass an
appropriate written test, but that the written test “should
be waived for inservice placement actions." For evaluating
the abilities of candidates for inservice placements, the
standard provides the following guidance:

"Analytical ability. --This characteristic is
important as the examiner must have ability to

break a claim down into its constituent parts; to
identify the issues involved; and to develop suffi-
cient and valid evidence on which to base a decision.
Consider the degree to which the candidate has demon-
strated the ability independently to analyze pro-
blems, to identify issues, and to conduct fact-
finding studies, or the extent to which supervisory
guidance and assistance were available. Appro-
priate consideration should be given to persons

with a high degree of analytical fact-finding
ability rejardless of academic background.

"Decision-making ability. --This is an important
characteristic as the claims examiner is called upon
to make many decisions where evidence is difficult
to develop and there are conflicting opinions.
Consider the degree to which the candidate has
demonstrated the ability to consider pertinent
facts, the conflicting opinions of others, and
precedents in making a decision or recommen-
dation; whether he has demonstrated the ability

to make decisions uncder pressure and within
deadlines.

"Ability to meet and deal effectively with others.
--This characteristic 1s essenrtial for some posi-
tions particularly those involving the conduct of
prehearing conferences. Consider the degree to which
the candidate has demonstrated the following
abilities: ability to deal with a variety of people
in different circumstances; the ability to persuade
others to accept recommended action; the ability

to lead conferences and, at the same time, main-
tain smooth relations with and between indivi-

duals with different points of view; the ability

to mediate and negotiate the differences between
opposing parties,
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“Subject-matter knowledge of the workers' compen-
sation programs. --Knowledge of the particular
workers' compensation program being administered, even
though gained in an administrative (or other) capacity
could be more valuable than claims examining experience
gained in an unrelated type of benefit program. Consider
the candidate's knowledge of the Federal Employees'
Compensation program, the Longshore and Harbor Workers'
Compensation program, the District of Columbia
Compensation program, and how these knowledges relate
to the particular position to be filled."

INADEQUATE TRAINING OF CLAIMS EXAMINERS

OWCP did not, at the time of our review, have a specific,
agencywide training program for claims examiners. 1Instead,
each district office was responsible for training its own
personnel.

Officials of the three district offices agreed, however,
that the pressure of the backlog of unprocessczy claims has
severely limited the staff time that could be spared for
training. This applied to the time of both the claims
examiners and the more experienced staff who would provide
the training. As a result, they said, nost formal training
has been provided on a "panic" basis--to try to deal with
some particularly acute problem~-and claims examiners
have basically received only on-the-job training.

As demonstrated by tne preceding discussion of the
qualification standard for the claims examiner position,
the work of OWCP's claims examiners is complex. Claims
examiners cannot be expected to fulfill such responsibilitius
unless they are given indepth training in the information
and techniques required to do the job.

We believe that our review results reflect, at least
in part, the insufficient training of the clalms examiners.,
District office officials ‘greed that inadeguate training
contributed to problems in administration of the act. They
added that the lack of a specific, agencywide training
program resulted in an uneven application of the act by the
different district offices and even by different claims
examiners in the same district office. They pointed out that
the lack of training has resulted in inadequatelv trained
claims examiners providing on-the-job training for newly
appointed examiners.
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After June 1976 hearings by the Aanpower and Housing
Subcommittee of the House Committee on Government Operations
and in response to OWCP's Task Force Report, OWCP's national
office initiated action to develop a new comprehenxive train-
ing program for claims examiners.

LABOR'S INTERNAL REV1EWS

The Labor internal audit report of October 20, 1977, also
discussed workload and staffing. The auditors obtained re-
sponses of 170 district office employees to a questionnaire
designed "to determine what problems affected the cfficient
processing of claims and what solutions could improve claims
processing." The five mest frequently cited problems affect-
ing claims processing were (1) lack of adequate staff, (2)
lack of adequate training, (3) low morale, (4) increased work-
load, and (5) the 1974 amendments to the act.

Some suggested solutions pertaining to workload and
staffing received from the district office emplcyeess*were
to hire additional permanent, qualified personn+), espe-
cially claims examiners and supervisors; stop hiiiag tem-
porary employees; establish an indepth training program
for all staff; regeal the continuation-of-pa- Prevision:
and require employing agencies to handle continustion-of-pay
cases and minor injury claims.

In addition, the Labor auditors also recomrendad that

—~the Director of OWCP require all district offices to
submit copies of their training plans ard to give
trainee examiners priority for training.

—~the Director monitor district office training programs
more frequently, and

--the district offices establish a specific job position
to handle claimants' inquiries about their claims.

Labor and OWCL generally agreed with the recommendations
and had taken or planned to take appropriate action. (See
app. III feor a discussion of the OWCP Task Force Report as
it relates to workload and staffing.)

CONCLUSIONS, AGENCY COMMENTS,
AND OUR EVALUATION

OWCP's problems in administering the act have been
exacerbated by a shortage of well-trained staff- 2gpecially
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claims examiners. Labor's efforts to alleviate this problem
have generally been limited to authorizing the hiring of
additional temporary staff and paying overtime.

In 1974 and 1977, because of the concern about the pro-
gram, the Congress took the initiative and, without requests
from Labor, authorized a total of 59 new permanent positions.
The question remains whether the staff, even with the new
positions, will be sufficient to process claims in a timely
manner and reduce the backlog. Additional staff may have
to be provided to achieve acceptable quality administration.
Nevertheless, many weaknesses and problems we noted could
be alleviated by better administration and improved manage-
ment controls and practices.

Also, before taking any action to authorize additional
personnel, Lavor and OMB should consider transferring
significant responsibility for certain monitoring and re-
habilitation activities from OWCP to the employing agencies.
(See recommendation, ch. 4.)

From our review, we could not determine whether the qual-
ity of the claims examiners appointed in recent years has de-
creased. The quality of performance is affected by too many
management weaknesses, such as

—-the lack of supervisory review of approved claims (as
discussed in ch. 2),

—-pressure to expedite the processing of claims to reduce
the backlog (as discussed in ch. 5), and

--the lack of an agencywide formal training program.

Also, Civil Service Commission standards for selecting claims
examiners appear to be adequatz2 to identify individuals who
have the potential to become cumpetent claims examiners.

Althougn we did not assess whcocther the process for seloct-
ing claims examiners identifies the most qualified applicant,
the very existence of the gquestion harms the operatir of the
Federal Employees' Compensation Program. Accordinily, we be-
lieve that the Secretary of Labor should review the process
for selecting claims examiners to assure that only the best
qual’ified applicants are selected. 1In addition, the Secretary
of L.abor should review the implementation of the newly estab-
lishec agencywide training program to assure that the program
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is adequately providing the claims examiner with the
knowledge and direction to make proper decisions on the
complex issues involved in processing compensation claims.

In our draft report, we proposed that Labor:

--After considering our other proposals--dealing with
transferring significant responsibilities to employing
agencies (discussed in ch. 4), using the automatic
data processing system to aid in processing claims
(discussed in ch. 5), making onsite investigations of
questionable claims (discussed in ch. 3), and correct-
ing many management weaknesses (discussed in chs. 2
and 5)--that might affect OWCP's pressing need for
additional personnel, review the staffing situation
and attempt to secure and allocate adequate resources
and staff to enable OWCP to carry out its responsib-
ilities under the act efficiently, effectively, and
promptly.

-—-Ensure that the selection and training of OWCP's
claims examiners comply with the standards for
selection and that personnel receive the training
needed to efficiently and effectively carry out
their duties and responsibilities.

In commenting on our proposals, the Secretary of Labor re-
piied that he has authorized 250 additional positions in fiscal
year 1978, from within the Department's currently available re-
sources, to meet and control critical workload probiems. The
funds to finance this additional effort were formally repro-
gramed with congressional approval. He added that Labor is
evaluating the long-range staffing needs and will be making
recommendations to OMB and to the Congress.

Further, according to Labor, in spring 1977 all claims
examiners attended a basic 4-day training course. Since
August 1977 4ll newly hired examiners have attended a
7-day course. A 2-week advanced training course for all
experienced examiners was held in early June.

Labor's actions of increasing staffing and developing a
new training pregram should help it improve program adminis-
tration. We continue to believe that the Secretary should
ensure that the selection of OWCP's claims examiners complies
with the standards for selection and, in evaluating Labor's
long~range staffing needs, should consider our other recom-
mendations that might affect OWCP's need for additional
personnel.
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RECOMMENDATIONS TO THE
SECRETARY OF LABOR

To provide for more effective and efficient administra-
tion of the act, we recommend that the Secretary of Labor

——-ensure that the selection of OWCP's claims examiners
complies with the standards for selection and

--in evaluating Labor's long-range staffing needs, consi-

der our other recommendations (see chs. 2, 3, 4, and 5)
that might affect OWCP's need for additional personnel.
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APPENDIX I APPENDIX I

OWCP TASK FORCE FINDINGS,

RECOMMENDATIONS, AND ACTIONS TAKEN

RELATING TO DETERMINATION OF CAUSAL RELATION

In its study of the Federal Employees' Compensation
Procgram, the OWCP Task Force solicited comments from 61
Federal agencies and from all Federal enmployee unions to
identify problems and to seek recommendations for improve-
ment. At the conclusion oI its study, the Task Force issued
a report, dated December 30, 1976, setting forth 33 recom-
mendations for amendment of the act or changes in its admin-
istration.

Task Force findings and recommendations relating to the
determination of causal relation are summarized below.

The Task Force found that guidelines for establishing
causal relation were generally adequate, but that for cases
involving nervous disorders, psychiatric irregularities, and
back, heart, respiratory, and circulatory conditions, they
may not be adequate. Also, understandable qguidelines were
needed to identify and develop those cases in which preexist-
ing disabilities have become manirest or worsened during
periods of Federal employment to determine to what extent,
if any, employment factors caused this manifestation or
worsening. The Task Force recommended that a tanel of
medical specialists be convened to review and revise OWCP's
guidelines for disability determinations.

The Task Force report also stated that the need for an
investigative staff is clearly shown by GAO findings and by
the variety of allegations against OWCP, including (1) agency
complaints of claimant fraud, (2) agency ccmplaints that
information they supply has not been thoroughly pursued
by OWCP, (3) union and employee complaints that agencies or
supervisors discouraged or delayed the filing of claims, (4)
complaints of less than adequate claims development, and (5)
complaints that cases have been approved on inadequate or
insufficient evidence, especially in "occupational disease"
cases. The Task Force recommended that an investigative
staff and procedures be provided.

According to the Task Force report, OWCP's initial medical

report form is generalily sufficieut in cases of simple trau-
matic injury, but in the more complex cases t'e reports do not
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provide enough information to permit a determination of

causal relation. The Task Force recommended that the medical
report forms be revised to insure receipt of necessary medical
evidence concerning causal relation.

The Task Force reported that many claims initially denied
and later appealed to the Branch of Hearings and Review are
returned to the district offices with a contrary determination
of some kind. About two-thirds of all cases considered by the
Branch in fiscal year 1976 were modified, remanded for further
development, or found not in posture for final decision on the
evidence of record. The Task Force recommended that the dis-
trict offices be given copies of significant Branch decisions
and statistics on the numgérs and types of cases not affirmed,
SO that the training of examiners and adjudication performance
of the district offices can be upgraded.

The Task Force also found that there was no formal in-
ternal accountability review of the quality of adjudication
at the district offices. The only requirement was for the
periodic submission of numerical case counts and statistics.
The Task Force recommended (1) instituting a system of inter-
nal auditing in the district offices with reports of findings
sent to the national office and (2) integrating with this
system an external review by the Employment Standards Admin-
istration's Of "ice of Irogram Development and Accountability.

Labor officials have informed us that several of the
Task Force recommendations have been implemented and that con-
siderable progress has been made on the following Task Force
projects:

--Four panels of medical specialists have convened to
draft new guidelines as part of -he medical procedures
manual.

--A Division of Investigations has been established
within OWCP to explore allegations of fraud and other
abuse.

--The medical report forms and accompanying instructions
to examining physicians are being revised.

--Information and statistics on the Branch of R:rarings
and Review are to be distributed to the district of-
fices biannually.

--Procedures for instituting an internal auditing system
for the district offices are being drafted.
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OWCP TASK FORCE FINDINGS,

RECOMMENDATIONS, AND ACTIONS

TAKEN RELATING TO MONITORING OF CLAIMS

The Task Force findings and recommendations relating
to the monitoring of the condition and status of persons on
the periodic rolls are summarized below.

The Task Force reported that the compensation benefits
of injured Federal employees in the higher salary levels is
greater than their regular take-nome pay. Such employees
have no monetary incentive to return to work or undergo voca-
tional rehabilitation. The Task Force recommended that the
benefit structure under the act be reviewed to determine
possible changes to assure that benefits are equitable and
that incentives are pro. ided for injured employees to return
to work or undergo vocational rehabilitation.

The Task Force also reported that the provision of the
act requiring reduction of compensation of persons who do not
comply with the Secretary's direction to undergo vocational
rehabilitation is ineffective. This is because determining
wage—-earning capacity is time consuming and complex and be-
cause the determination of a hypothetical wage-earning capa-
city, as provided for in the act, is much more likely to
be reversed on appeal than a determination based on completion
of a vocational rehabilitation program. The Task Force recom-
mended that legislation be introduced to amend section 8113(b)
of the act to suspend the compensation of an injured employee
who, without good cause, refuses to comply with tae Secre-
tary's direction to undergo vocational rehabilitation.

The Task Force reported that the Civil Service Commission
could strengthen its requlations implementing the provisions
of the act pertaining to employing agencies' responsibilities
for restoring injured employees to duty. Another problem in
implementing these pruvisions is the personnel ceilings that
the Office of Management and Budget places on Federal agencies.
The Task Force recommended coordination (1) with the Civil
Service "emmission to strengthen reemplovment rights and pro-
cedures ror injured employees and (2) with OMB to determine
whether employment. ceilings could be removed for the reemploy-
ment of persorc who have sustained work-related injuries.
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The Task Force reported that many cases in which the in-
jured employee may be eligible for vocational rehabilitation
are not referred to the vocational rehabilitation specialist
in a timely manner. This increases compensation cost. The
Task Force recommended reducing the timelag on referral by
using a special form which claims examiners and vocational
rehabilitation specialists must initial and which would be
placed on top of the claims file.

The Task Force also reported that the rehabilitation pro-
gram is not realizing its full potential. An impartial eval-
uation of such things as bPresent managemen® techniques, re-
ferral system, and current procedures ¢~ well as a study of
the feasibility of using private contractors in the rehabili-
tation process is needed. The Task Force recommended employ-
ing an outside group to develop ways to strengthen the rehabi-
litation program in order to pProvide timely counseling to
injured employees and to insure their earliest possible return
to gainful employment.

According to the Task Force report, the present proce-
dures for the wage-earning capacity determination calls for
referring the injured employee to the State employment serv-
ice for selecting an appropriate occupation consistent with
the employee's physical condition, education, and job expe-
rience. These referrals generally have resulted in delays
of 3 months or more and, on occasion, have produced ratings
not consistent with the injured employee's capabilities.
These delays result in unwarranted payments for temporary
total disability. The Task Force recommended establishing
a4 new procedure for selecting an appropriate occupation in
wage-earning capacity cases ir order to reduce or eliminate
the present delay.

Labor actions in response to the Task Force report in-
clude

--considering a study of the benefit structure under
the act,

--implementing a new rehabilitation form and proceduces,

--working on a plan for an in-house study of ways to
strengthen rehabilitation, and

-—establishing a new procedure for making wage-earning
capacity determinations.
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OWCP TASK FORCE FINDINGS,

RECOMMENDATICNS, AND ACTIONS

TAKEN RELATING TO WORKLOAD AND STAFFING

The Task Force findings and recommendations relating to
workload and staffing are summarized below.

The Task Force found that, in the past few years, OWCP's
workload has increased dramatically without a similar increase
in staff to handle the workload. The Task Force recommended
establishing a procedure by which the Secretary may delegate
to certain employing agencies responsibility for processing
noncontroverted continuation-of-pay cases involving 15 days
or less of disability.

The Task Force believed that the continuation-of-pay
provision, elimination of the 3-day waiting period at the
beginning of disability, and the free choice of physician have
led to more injury reports for short-term injuries. Before
the 1974 amendments, employees with minor injuries were more
likely to remain on the job or to use sick or annual leave
than to file a claim for compensation.

The Task Force believes that employees now elect con-~
tinuation-of-pay for minor injuries and that they tend to
"stretch out" the time lost because of such injuries. The
Task Force recommended amending section 8117 of the act
to provide for a waiting period of 2 workdays of wage loss
at the beginning of disability before entitlement to either
compensation or continuation-of-pay. However, eligibility
would begin with the first day of disability if the disability
lasted longer than 14 calendar days or if temporary disability
were followed by permanent disability.

The Task Force also reported that various provisions of
the act are not uniformly applied. UDifferent offices make
ditferent decisions on claims involving substantially iden-
tical situations. FEven within the same office, different
claims examiners make different decisions in similar cases.
This condition is apparently caused by lack ¢f uniform
training. The Task Force recommended developing a compre-
hensive training program for all claims examiners, from
the newly hired to the supervisory claims examiner.

The Task Force found there is concern that, as a result

of the present system for claims examiner selection, most
€ aminers have reached that position by promotion trom within
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the organization without sufiicient preparation or training.
The Task Force recommended instituting a system through which
candidates for trainee examiner positions are identified
through both internal and Civil Service Commission Profes-
sional and Administrative Career Examination sources in order
to provide a full range of candidates for these positions.

According to the Task Force, a systematic method is
needed to improve the guality of the district office staff
while assuring maximum use of existing employee skills and
providing a clear career path fcr all employees to advance
through the district office. Each occupational field and
position title used in the district offices should be defined
in terms of the qualification requirements at each grade
level. The Task Force recommended developing a career path
program for district office employees to allow lower level
clerical employees to advance through all district office
jobs.

The Task Force reported that, because the work of claims
examiners has become, and will continue to become, more com-
plex, the claims examiner classification standard may not
accurately describe the duties and responsibilites of the
position. The Task Force recommended reviewing the existing
position classification standard for the claims examiner
s ries to assure that it properly reflects current operational
criteria and that it meets OWCP's needs with respect to grade-
level determination.

The Task Force also reported that the increasing claims
backlogs demonstrate the need to expedite the adjudication
process. By specializing, the examiners woul’ become prcfi-
cient in major areas, such as traumatic injuries, occupational
disease, and periodic roll management. The Task Force recom-
mended testing the feasibility of claims specialization in
the district offices.

The Task Force found that the speed with which various
case actions are taken differs from one district office to
another and from examiner to examiner. 7This is party due
to the lack of performance standards on the time needed for
each action. Examples of such actions are attaching an
incoming piece of mail to a case file, taking action on a
bill, and paying compensation after receipt of a claim. The
Task Force recommended establishing a list of standards of
timeiiness for specific actions, to be used as a guide in
handling all aspects of the claims process.
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The Task Force further reported that OWCP does not have
an accurate, detailed data system which can provide infor-
mation on program administration. It recommended developing,
as a part of the automatic data processing system being de-
veloped, a management information system to improve control
and management of the claims pProcessing activities.

In response to the Task Force report, Labor is taking
several actions, including:

--Instituting a new comprehensive training Program for
claims examiners.

-~Instituting a program for selecting candidates for
claims examiner positions.

~—-Developing a draft career path program for claims
examiners.

--Revising the claims examiner position classification
standard.

~-Testing a program of claims examiner specialization.

—~Drafting standards for time frames for specific case
actions.

—-Developing an automated management information system.
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U.S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
WASHINGTON

July 19, 1978

Honorable Elmer B. Staats

The Comptroller General of
the United States

Washington, D.C. 20548

Dear Mr. Staats:

This is in response to the GAO draft report "Substantial
Improvements Needed in the Department of Labor's Admin-
istration of Compensation Benefits Program for Injured
Federal Employees" (FECA).

For the past five years the FECA program has been beset
by serious deficiencies in administration and manage-
ment. However, over the last year and a half the
present Administration has taken significant steps to
eliminate a number of the program's deficiencies. The
GAO draft report does not indicate the period during
which the review was conducted. Also, GAO's findings
and recommendations do not take into account the steps
taken over the past year to eliminate deficiencies
identified by the audit. The result is an incomplete
picture of how the program is presently being admin-
istered. Some explanation of the period of audit
needs to be made and the corrective measures already
undertaken by the Department of Labor should be in-
cluded and evaluated.

Some of the major steps taken over the past year are
set forth below under the follewing four headings:

I. The guality of evidence accepted by
the Office of Workers' Compensation
Progranrs

II. Sampling procedures used for the
draft report

h)

o
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III. Monitoring of injured employees' programs
and need for rehabilitation

IV. The role of the empioying agencies

I. The quality of evidence accepted b the Office of
Workers' Compensation Programs (OWCP)

The draft report's most extensively discussed findings
are that benefits are awarded by OWCP without adeguate
evidence showing disability or death caused by employ-
ment, and that management changes will have to precede
improvement in the administration of the program. The
report recognizes that increases in OWCP's staff have
not kept pace with increases in the workload, but it -
concludes from a sample discussed below that there is
a widespread practice of awarding benefits without
reaching impartial decisions equitable to both the in-
jured employees and the Federal Government. The draft
Feport urges: (a) more staff, (b) more training, con-
tains suggestions for (c) quality assurance, (d) claim
examining specialization, (e) a management information
System, and (f) improved claims examining with respect
to occupational diseases. 1In each of these subject areas
there has in fact been a great deal of activity since
early 1977. Specifically:

(a) A supplemental appropriation for Fiscal
Year 1977 added one hundred and twenty-
three new positions for the FECA program,
The Secretary has authorized 250 additional
positions ir Fiscal Year 1978 from within
the Department's currently available
resovrces. The positions are to meet
and control critical workload problems.
The Department is evaluating the long
range staffing needs and wili be making
recommendations to OMB and Congress.
Funds to finance the additional level
of effort for FY 1978 were formally re-
programmed with Congressional approval.

(b) In spring 1977, all claims examiners

attended a basic four-day course. Since
August 1977, all newly hired examiners
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have attended a2 seven-day course. A
two-week advanced training course for
all experienced examiners was held in
early June.

(c) Since March 1977, each District Office
has undertaken a comprehensive review of
the entire inventory of claims on the
long-term disability payment rolls. To
date, over 17,000 cases have been reviewed
under this effort. Although figures on
the amount of savings realized by this
project are not yet available, it is es-
timated that they will total many nillions
of dollars. Quality control has also been
greatly strengthened through development
of (1) a set of performance standards for
District Offices emphasizing processing
time and guality of adjudication rather
than size of backlog; and (2) an internal
management audit system for each District
Cffice. The National Office review of this
kind began last July and the internal audit
system is expected to be put into place
by mid-summer.

() A claims specialization pilot program de-
veloped in early 1977 has had a successful
first test at a large District Office with
an estimated 25 percent increase in pro-
ductivicy and a significant improvement
in quality. After a test of a small
District Office, a decision will be made
regarding extension of the system to
other Listrict Offices,

(e) The severe difficulties experienced in
1976 in initiating the use of the AD?
system -have been in large part overcome.
In all District Offices the ADP system
now performs case tracking, provides case
status, and contains a claimant name index.
Bill paying is now operational in all
except two District Offices., Statistics,
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correspondence control, claimant address
file, and a compeusation package will be
pilot tested by August 30.

(f) To address the problems which accompany
the increasing caseload of occupational
diseases, OWCP is Jdeveloping expertise on
the unigue characteristics and symptoms
of certain illnesses. The OWCP Hearing
Loss Task Force has adjudicated nearly
7,000 claims to date. 1In March 1677, the
OWCP formula for evaluating hearing loss
was changed to correspond more closely
with the guidelines adopted by the American
Medical Association, as developed by the
American Academy of Opthalmology and
Otolaryngoiogy. Moreover, the Employment
Standards Administration will shortly
open bidding on an extensive research
project focusing on the many droblems
associated with properly compensating
occupational-related hearing impairment.

In addition, OWCP established in the
summer of 1977 panels of medical spe-
cialists in orthopedic, cardiac,
pulmonary and psychiatric medicine.
These panels reviewed current FECA
medical standards and impairments to
employment factors. A report issued
in December 1977 with their recom-
mendations is being integrated into
a new FECA medical procedure manual
which will be issued shortly.

II. Sampling procedures used f-r the draft report

The GAO Review Team =‘tamined 233 FECA awards and nine
decision reversals by the Branch of Hearings and Review
to reach their findings and recommendations. The 233
awards were collected in three of the 16 District
Offices and represent less than one percent of awards
to beneficiaries currently being compensated under

the FECA program. The nine reversals by the Branch
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of Heuorings and Review amount to less than one percent of
the cases handled by this Branch in FY 1976 alone. More-
over, only three of these reversals were randomly se-
iected; the other six have been cited by District

Office personnel as examples of cases which they felt

had been improperly reversed.

The conclusions reached by the GAO Review Team are not
inconsistent with those obtained by other review teams
using pre-1977 data, and as indicated at the beginning
of this letter, the Department recognizes that the
program has been in ’'.cuble in recent years. The con-
cern here, however, is that when and if GAO conducts
follow-up studies, it should, beforc¢ issuinj a final
report, insure that large. and more representative
samples be taken in order to assess the impact of the
1977 and 1978 activities ontlined above.

III. Monitoring injured employces' proqress and reed
for rehabilitation

The draft report states that, in the three District
Offices visited by the reviewers, the Office did not
systematically review the condition and status of in-
jured employees who had been receiving compensation for
extended periods to determine whether they remained
eligible for their benefits or whether chey might
benefit from vocational rehabilitation services. At
the time of the GAO team's visits to these District
Offices the follewing four important innovations had
not yet occurred,

(a) As indicated above, in early 1977 each
District Office began a comprehensive
reviewv of the entire inventory of claims
on the long-term disability payment rolls.
The review involves a re-examination of
previous actions taken, and » determina-
tion of the current status of each case.

(b) The procedure for determining wage earning
capacity (WEC) has been greatly streamlined.
In this procedure, partially disabled claim-
ants receiving total disability compensation
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have their compensation payments reduced
to an appropriate rate commensurate w.th
their capacity to earn wages. Previously,
the procedures were so time consuming that
they sometimes resulted in unwarranted con-
tinuation of total disability compensation
payments. The new procedure which has
recently been introduced in each District
Office will result in savings of approxi-
mately two months of processing time on
the average case with related savings in
partial disability compensation payments.

(c) Late in 1977 each District Office began
using a rehabilitation referral form to
aid in the early identification of poten-
tial vocational rehabilitation candidates.
A pilot program using this procedure was
very successful in referring cases to the
listrict Office's vocational rehabilitation
specialist within three months from the
date disability began. The system will
provide more timely service to the claim-
ants in need of rehabilitation assistance.

(d) A major step in monitoring the rolls of
lorng-term disability payment beneficiaries
has been the establishment of an investi-
gative division in OWCP within the past
six months. The LCivision included fifteen
to twenty professional investigators pur-
suing possible frauculent claims. Sometime
prior to October 1, 1978, the newly created
Office of Special Investigations will be-
come responsible for this function. This
Office was created to investigate allega-
tions of fraud and abuse in programs
administered by the Department. This new
emphasis on investigating cases of sus-
pected fraud has already produced results.
OWCP participated in the development of
evidence which led to eleven indictments
for fraud and two convictions. About
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fourteen more indictments are axpected
shortly, and about 200 cases are under
active review for possible legal action.
OWCP has worked closely with the U.S.
attorneys in all of these cases and will
continue these efforts.

Until the four activities outlined above
are fully implemented and evaluated, the
recommendation that the Office of Manage-
ment and Budget undertake the task of
determining whether tmploying agencies
should undertake specific monitoring and
vocational rehabilitation responcibllities
(pages 76a, 77) is premature. Innovation
(d) listed above clearly meets the condi-
tion addressed in the draft report's
recommendation that some claims, especially
the hard-to-prove ones with causation
issues, need to be investigated on-site
(pages 44, 45).

IV. The role of the employing agencies

The draft report also finds that OWCP often fails to
inform employiny agencies of its rationale when it
decides compensation claims, and that many agencies
believe claims are being approved by OWCF even though
the agencies have adequate evidence to dispute the
claim. 1In connection with these findings, the draft
report recommends that Congress amend the Federal
Employees' Compensation Act to place in the employing
agencies the authority to appeal to the Employees' Com-
pensation Appeals Board any findings of casual relation
by OWCP or any OWCP decision cortinuing compensation
benefits which, in the opinion of the employing agency,
is inconsistent with or not subpnrorted by the evidence
available to the employing agency and OWCP.

Over the past year, and since the GAO Review Team's
observations of employing agency attitudes, there has been
a significant improvement in the cooperation between

OWCP and most of the agencies whose employees file the
largest number of claims. To a much dreater extent,

85



APPENDIX IV APPENDIX IV

they are offering to assist OWCP in validating claims,
monitoring continuing compensation cases, and returning
claimants to suitable work. Several agencies have ex-
pressed : keen interest in pParticipating in identifying
.Jobs tha can be filled by vocational rehabilitation
candidates. Finding positions for these candidates has
been a problem in the past. Over the past year OWCP has
been v -~king closely with the U.S. Postai Service and
cevtair Alr Force installations to identify positions
and p.tential rehabilitation placements. Pilot programs
with che Postal 3ervice are already underway in the
Dallas, Kansas City, and Seattle regions, Reports
received thus far on the progress of these efforts are
positive. Much of this improvement is attributable to
the upgrading over the past year or technical assist-
ance to agency managers, assisting them -0 establish
their own internal controls and making their supervisors
more aware of the agency responsibilities with respact
to this program. As part of the technical assi=tance
effort, a comprehensive traini: y p..ogram on FECA Pro-
cedures and requirements for agency personnel has

been developed. This course is now being scheduled

for agency compensation specialists throughouvt the
country.

Quarterly meetings with various agencies have been

held to communicate with them on the administration of
the Act. In these meetings, we have encouraged agencies
to submit proposals for assuming more responsibility for
FECA claims related matt:rs. For example, we are
actively considering or. such agency proposal which
would provide additir:.al authority with respect to
medical care and case management to that agency. We
also welcome the advice of any Federal agency us to how
we might improve the system.

Of particular significance is agency action in the
controversion of claims. In many situations, if OWCP is
effectively to uncover guestionable allegations of cause
and job-related iniuries the agency must raise questions
about the claim. It is not true, as b-s been alleged,
that OWCP ignores evidence submitted o.i the contro-
version of a claim by an acency. On the contrary, FECA
procedures require that District Offices explicitly take
into account agency views and reconcile those of the
claimant with the perceptions of the agency.
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For these reasons, we believe that an examination by GAO
of the present situation will indicate that there is no
need to alter the equity of the adjudication process by
requiring employees to be subject to any undue evidentiary
requirement, or to establizh an adversary procedure
among Federal agencies by providing the employing
agencies with the right to appeal. It is our opinion
that a re-examination by GAC would lead it to conclude
at this time that it is neither necessary nor desirable
to have the Federal Government take opposing sides in
these quasi-judicial proceedings.

The Department appreciates thisc opportunity to comment
upon the draft report. We hope that you will share
with us the conclusion that folleu-up visits by the
General Accounting Office are needed if this report is
to provide the important service that is intended. TIf
follow-up visits are made, any final report on the FECA
program should indicate the recent improvements in the
program mencioned above so that readers will have an
up~to-date view of the program. All recommendations
should be re-examined in the light of the. 2 new
initiatives.

Please let me know if I can provide any further
information.

Sincerely,

7%:; iaﬁx?AA&éﬂ7

Secretary of Labor

GAO note: Page references in this appendix may not cor-
respond to page numbers in the final report.
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x @ . EXECUTIVE OFFICE OF THE PRESIDENT
ENITE OFFICE OF MANAGEMENT AND BUDGET
- ""*f“ . WASHINGTON, D.C. 20503

May 25, 1978

Mr. Victor L. lLowe

Director, General Government Division
Ceneral Accounting Office

Washington, D.C. 20548

Dear Mr. Lowe:

This is in response to your letter of April 19, 1978,
requesting comments on your draft report entitl:d

Substantial Improvements Needed in the Department of
Labor's Administration of ﬁomEensatlon Benefits Program

for Injured Federal Employees.

We have reviewed the draft report, especially the section
concerning monitoring and rehabilitation services to
claimants under the Federal ECmployees' Compensation Act
(FECA) . 1In general the data on these matters finds that
the Office of Workers' Compensation Proarams (OWCP) is

not effectively monitoring the condition and status of
recipients of benefits under the Act. Therefore, the

OWCP does not know whether injured employees are receiving
the medical and rehabilitation services they need to hasten
their return to gainful employment or whether recipients
are still eligible for the benefits they are receiving.
Following from there findings is the recommendation that
the Director of the Office of Management and Budget deter-
mine whether it would be advisable to place in the employing
agencies specific monitoring and vocational rehabilitation
responsibilities.

The administrative problems outlined in your draft report
are many of the same deficiencies found in the internal
Department of Labor review of the Federal Employees'
Compensation Program which was completed in December 1976.
The Department informs us that they are in the process of
taking steps to improve the administration of the FECA
program.

In the areas of monitoring and rehabilitation, a new

vehabilitation referral form has been developed that
will aid in the early identification of potential
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vocational rehabilitatior candidates. The Department
reports that a piliot project using this procedure was
very successful in referring cases to the district
offices' vocational rehabilitation specialist within
three months from the date the disability occurred. To
improve the monitoring of approved claims the Department
Plans to review the entire inventory of claims on the
long-term disability payment rolls.

To help the agencies carry out their responsihilities
under the FECA, the Department has increased its efforts
to provide technical assistance. Seminars have been held
to acquaint agency officials with the requirements of the
Act and to encourage them to develop systems which will
enable them to track reports of injuries, the flow of
FECA claims, and ensure that proper evidence is submitted
on a timely basis. Alsc, as part of their technical
assistance effort, the Department of Labor has developed
a training program on FECA procedures and requirementcs
for agency personnel. 1In addition, quarterly meetings
with various agencies have been held to exchange infor-
mation concerning the administration of the Act. As a
result of these meetings the Department now has under
consideration a proposal which would provide agencies
with additional authority to monitor claims, and provide
more comprehensive rehabilitation services.

In view of the substantial actions underway in the
Department of Labor to correct the problems you found in
the monitoring and rehabilitation area, we do not believe
it would be appropriate for this Office to start a formal
review to determine whether some activities should be
transferred to other agencies. Such a step could well
impede progress already underway. However, we intend to
continue our :ormal oversight of operations under FECA.
If the Department does not continue to make progress on
their action plan for improvements, a formal review of
the kind recommended in your report may subsequently be

warranted.
Sincerely,
W. Bowman Cutter
Executive Associate
Director for Budget
(20146)





