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struggles: mental health in
workers’' compensation



Introduction

Mental health has become a highly discussed issue in today's
society in recent years. The COVID-19 pandemic heightened
the attention and brought to light the need for mental
health support. President Joe Biden in his State of the Union
address in March 2024 emphasized this point reflecting on
the COVID-19 pandemic and how it had negatively impacted
people’s day to day lives, spurring a mental health crisis of

isolation and loneliness.

In a Forbes article, From Mental Health to Class Solidarity:
Workforce Trends to Watch in 2025, Dr. Nicole DeKay,

an industrial and organizational psychologist, stated,

“mental health has continued to decline after COVID
ended...... We all lived through a collective trauma, and

it fundamentally rewired a lot of our nervous systems.”

According to a 2023 McKinsey & Company report, the
US workforce is experiencing increased burnout rates.

Symptoms of burnout range from headaches, fatigue,
frequent iliness, to a sense of failure or self-doubt, decreased

satisfaction, loss of motivation and increased substance use.

The Mind Share Partners’ October 2024 report, noted

the following:

* Legal battles — Mental health was cited in legal battles
around disability accommodations, remote working, and
inaccessible healthcare costs and coverage.

* Leaves of absence — Claims citing mental health
grew 300% since 2017.

¢ Accommodations — 74% of legal and HR
professionals cited increases in mental health
accommodations or leaves in 2024.

e Labor unions — Labor efforts are citing mental health

supports as a priority or need.

David Setzkorn, SVP, Workforce Absence and Disability
Practice Leader at Sedgwick, in a report he co-authored,

The impact of mental health claims on the disability and

leave process, noted:

“As far back as 2013, mental health claims were the
fourth-leading generator of short-term disability within

the Sedgwick book of business, behind only pregnancy,
musculoskeletal and fractures/sprains. Current trends now
show mental health catching up with musculoskeletal as
the top non-pregnancy diagnostic group, and the gap is
tightening M. As of November 2023, mental health claims
account for 12.6% of new short-term disability claims in

Sedgwick’s book of business, up from 7% in 2013.”

1. Mental health at work. World Health Organization.
https://www.who.int/news-room/fact-sheets/detail/mental-health-at-work



I. Mental health claimsin
workers’' compensation

The inclusion of mental health claims as or associated
with workers’ compensation claims varies by state. It can

be classified into two categories:

¢ Mental/mental — A mental health condition that wasn’t
caused by a physical injury but was caused by the work.
¢ Physical/mental — A mental health condition that

develops after or as a symptom of a physical injury.

There are a variety of caveats (as well as different
burdens of proof) within the states for a mental health
condition to be considered as a claim under the various

state workers’ compensation statutes. For example:

* Alaska — A mental health claim is covered under
workers’ compensation only if the work stress is the
result of extraordinary or unusual work stress. Alaska
Stat., Sect. 23.30.010

e Connecticut — A mental health claim is covered only
for Post Traumatic Stress Syndrome (PTSD). Conn.
Gen. Stat. Section 31-294K

Virtually all states allow a mental health claim when it is

attached to a compensable physical injury.

A significant number of states further allow a mental
health claim with no requirement of a compensable

physical injury. These states are shaded dark gray on

the map below:

¢ Hawaii — A mental health claim is covered under
workers’ compensation as long as it was not the result

of a good-faith disciplinary action by the employer.
Haw. Rev. Stat., Section 385-3

Further, some states, through legislation, have
established mental health claims as presumptively
compensable under workers’ compensation for first
responders due to the exclusion of other employment
groups. These states include Florida, Nebraska, New

Hampshire, Ohio, Oklahoma and Texas.



Il. Prevalence of mental health
claims in workers' compensation

Claims with mental health as either the primary injury or
secondary to a physical injury comprise a small percentage
of the overall workers’ compensation mix. Looking back
over the last five years of Sedgwick data, the percentage
of mental health claims in comparison to the total claim

volume has stayed relatively flat at slightly below 2%.
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Delving deeper to categorize claims into the two noted
areas (mental-mental, physical-mental), the data was
separated between claims where the primary diagnosis
was for a mental health condition and those where it was
secondary to a physical injury diagnosis. As noted below,
the split between these types of mental health claims has

remained fairly consistent over the last five years.

Primary and secondary mental health claims:
Percentage of total claims
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The variability of the state laws on compensability of mental
health claims under workers’ compensation statutes and
case law is clearly evident in the prevalence of claims in
individual states. As a percentage of total claims, mental
health claims (both primary and secondary) range from a
high of 5.2% in California to a low of 0.8% in Georgia and
Ohio, evidencing the impact of differing state laws and

regulations regarding coverage for mental health claims.

California (5.2%) and New York (2.2%) are examples

of states that accept mental health claims with no

physical injury.

Texas (1.5%) and Florida (0.6%) are examples of

states that do not accept mental health claims with

no physical injury with certain exceptions for first

responders or specific acute mental illnesses.

— Note, Texas has an exception for first responders,
which make up the vast majority of their 1.5% share.

Georgia (0.8%) is an example of a state that does not

accept mental health claims with no physical injury and

does not have any listed exceptions.

Mental health claims: Percentage of total claims

by top frequent states
State 2020 2021 2022 2023
cA 47% | 43% @ 43% @ 47%
> 20% = 16% @ 16% | 1.5%
FL 11% | 08% | 07% | 0.7%
IL 14% | 08% | 08% | 1.0%
NY 22% | 1.7% @ 1.8% | 1.8%
NC 23% | 13% | 11% | 1.1%
MI 13% | 08% | 10% | 0.9%
PA 16% | 12% | 1.0% | 1.1%
OH 16% | 09% | 07% | 0.8%
GA 1.3% | 08% | 06% | 05%
Al 18% | 12% | 11% | 1.2%
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The industry group breakdown below does not show the
same level of variability, but it is still influenced by the

state compensability variations:

» The technology and communications industry group
has a mental health claim rate of 4.4% — influenced
by a high concentration of California claims within that
industry group.

» The public sector/first responder group has a mental
health claim rate of 3.6% — influenced by the fact
that states have specific exceptions for mental health

claims for first responders.

Mental health claims:
Percentage of total claims by industry group

Industry 2020 2021 2022 2023 2024
Carrier 3.0% 2.1% 2.0% 2.0% 21%
Energy 2.6% 1.8% 1.6% 1.5% 2.0%
Food/bev 1.6% 1.0% 1.0% 1.0% 1.0%
Healthcare 2.4% 1.9% 2.2% 2.3% 2.4%
Manufacturing 2.0% 1.5% 1.4% 1.4% 1.4%

Public/first responder | 2.7% 2.7% 2.8% 3.1% 3.6%

Public/all other 2.9% 2.8% 2.8% 3.2% 3.3%
Retail 2.3% 1.6% 1.6% 1.7% 1.8%
Services 2.3% 1.8% 1.7% 1.7% 1.9%
Technology/comm 5.4% 4.8% 4.8% 4.3% 4.4%
Transportation 1.6% 1.2% 1.1% 1.3% 1.4%



As expected with any claim that involves additional

conditions aside from the physical injury — disability, Mental health and non-mental health claims:
medical treatment and durations increase when mental Average claim duration

health components are included.

The average paid per claim for all claims that involve
mental health is 3.5 times greater than claims that do not
include it.
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. . MENTAL HEALTH CLAIMS NON-MENTAL HEALTH CLAIMS
Mental health and non-mental health claims:

Average total paid (capped at $100K)

Additionally, 57% of all mental health claims include lost

I I I I I time compared to 29% for non-mental health claims.
Mental health and non-mental health claims:

2020 2021 2022 2023 2024 Indemnity percentage
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Similar results are seen with average claim duration. I I I I I
Claims involving mental health have an average duration 2020 2021 2022 2023 2024

that is 3.6 times greater than claims that do not.
. MENTAL HEALTH CLAIMS NON-MENTAL HEALTH CLAIMS



1. Treatment of mental

health claims

As noted in the graph below, workers’ compensation
claims that are or have a component of mental health
have longer disability durations than claims without it.
This is typically driven by increased medical treatment

and challenges in the return-to-work process.

Mental health and non-mental health claims:
Average temporary total disability days per claim
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As with other aspects of the workers’ compensation
process, engaging the appropriate resources at the most
optimal time supports the objective of achieving the best
possible outcome for the injured employee. With mental
health claims (primary and secondary), the key is early
intervention. By leveraging modern technology (artificial
intelligence, decision engines, modeling, large language
models, etc.), Sedgwick identifies those claims that

will benefit from additional resources. Our experienced
colleagues, such as behavioral health specialists, then
become engaged at the most opportune time to support

the injured employee on their path to recovery.

An analysis of mental health claims with behavioral
support treatment shows improved outcomes as to
return to work and claim durations with early involvement
and identification of psychosocial risk factors. For the
table and chart on the right, mental health claims with
behavioral support treatment were grouped by the lag
time from date of loss to the date of the first visit for
behavioral support (0 to 90 days, 91 to 180 days, and
180+ days).

Percentage of claims by lag group:
Date of loss to first behavioral health visit

Lag days 2022 2023 2024
0 to 90 days 33% 34% 34%
9110 180 13% 13% 13%
days

180+ days 54% 53% 54%

Mental health claims with
behavioral health treatment:
Average temporary total disability
days by lag from date of loss to first visit

0-90 DAYS 91-180 DAYS 180+ DAYS
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Claims that included behavioral health treatment within
the first 90 days of the date of loss saw a significant
decrease in the number of days away from work. The
average number of temporary total disability (TTD) days
was 1.5 times greater for those who did not receive
behavioral health treatment until 91-180 days from the
date of loss, and 3.6 times greater for employees who did

not receive treatment until more than 180 days after.

Engaging behavioral support services early, where
appropriate, has a definitive impact on the overall
outcome of workers’ compensation injuries that involve

a mental health component.
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Conclusion

Over the last several years, mental health in all
aspects of our lives has become a more prominent
topic. From a workers’ compensation perspective,
mental health conditions often involve longer periods
of disability, more complex recovery paths, and

prolonged claims durations.

Trends indicate that embracing a view of recovery
and treatment through a holistic lens of overall
well-being supports improved outcomes. At Sedgwick,
our approach includes a broad spectrum of cases and
claimants that reflect these trends. Understanding
how a mental health event impacts a person’s life
allows for more targeted care solutions and gets the
injured employee on a faster road to recovery. Itis a
structured approach to injury care that is resulting in

improved claims outcomes.
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