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A puiwter of u century ago, the social fiecurity 
,~d&n&ration began to assemb7e ba8iC statistics 

, 011 the operations of State and Pederul zuorkmenqCq 
~omyensc&on progrums. Start&g ,with the yea? 
/939. dota were collected on the amount of bene- 
fit.9 ljuid under* eucJk of the separate progru?w 
hy type of irwurer. During tJLe next decude, o 
wethodo7ogy zuaa established for estimating cover- 
nge of each State program and for obtaining 
lStc/te nnd national estimates of costs. Beginning 
in the 1950’s, emphasis ~WM p7uced on developing 
t)zeamwes of the scope and adequacy of workm~en's 
com~~ensntion benefits and on measuring inter- 
s’fl/te uwintion.8. The fo7lowing urticle, by sum- 
~nrwizing selected statistics for 1939-64, providea 
(I hn8is for evaluating the accomplbhmen.ts of the 
Jwogrn~~ during that period. 

,lLTHOUGH workmen’s compensat,ion is the 
oldest form of social insurance in the United 
States, there are fewer statistics available on the 
experience and operat,ions of this program than 
on any other social insurance program. The pau- 
city of nat,ionwide data in the area of workmen’s 
compensation insurance can be explained by a 
variety of factors. 

Each State has its own workmen’s compensa- 
tion law for providing cash benefits and medical 
Care to victims of work-connected injuries, inde- 
pendent, of any Federal ndministrat,ive or finan- 
cial participation. These State laws differ mate- 
rially in the scope of coverage, benefit provisions, 
administrative procedures, and, most importantly, 
the insnrance mechanism used to underwrite the 
risk of worlr injury. 

Except for seven States where the employer 
is required to carry his insurance wit,11 an “ex- 
clusive” State insurance fund (or, in two of the 
seven, to self -insure), the most common methods 
used by employers to furnish the benefits assured 
by law are to purchase a workmen‘s compensation 
policy from a private insurance carrier or to 
self-insure through providing proof of financial 
ability to carry his own indust,rial risk. In a few 
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States (ll), an employer also has a choice of 
insuring with a State insurance fund that is 
“competitive” wit.h private insurance carriers.l 

Since most States are therefore not engaged in 
directly operating an insurance program-that is, 
sett,ing rates, collecting premiums, paying bene- 
tits, or the like-they are not in a position finan- 
cially or administratively to gather the type of 
data that are the normal byproducts of such other 
social insurance systems as old-age, survivors, 
disability, and hea1t.h insurance (OASDHI) and 
unemployment insurance. Less than a third of 
the States collect, for example, any data on the 
number of covered workers or the amount of 
covered payrolls under workmen’s compensation. 
Almost half the States fail to publish such basic 
data as the amount of benefits paid, by type of 
insurer or by type of benefit. Practically no State 
has any data on the number of persons currently 
receiving workmen’s compensation benefits. 

The problem of collecting meaningful nation- 
wide data is complicated not only by the lack of 
assembled data in many jurisdictions, but also 
by the difficulty of securing data comparable from 
one jurisdiction to another. 

Recognizing this problem, the Social Security 
Administ,ration in the 1940’s started to fill the 
gaps by assembling annual data from government 
and nongovernment sources that, could be com- 
piled into national aggregates. These annual 
estimates are published in the BULLETIN (recently 
the .January issue). In addition, art,icles2 have 

1 Starting January 1, 1966, the number of States with 
an exclusive State fund was reduced to 6 and the number 
with competitive funds increased to 12, as the Oregon 
exclusive State law was amended to permit employers to 
buy insurance from private carriers or to self-insure. 

? Michalina 1%. Libman, “Workmen’s Compensation 
Benefits in the United States, 1939 and 1940,” Social 
Security B?tZZetin, January 1942 ; Dorothy McCamman, 
“Workman’s Compensation : Coverage. Premiums. and 
Payments,” Social Security Bulletin, July 1950 ; Dorothy 
McCamman and Alfred M. Skolnik, “Workmen’s Com- 
pensation : Measures of Accomplishment,” Social Security 
BuZZetin, March 1954; Alfred M. Skolnik, “Trends in 
Workmen’s Compensation : Coverage, Benefits, and 
Costs,” Social Security Bulletin, August 1958 ; and Alfred 
M. Skolnik, “New Benchmarks in Workmen’s Compensa- 
tion,” Social Security Bulletin, June 1962. 
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&n published at periodic intervals that present 
in greater depth national yardsticks for measur- 
ing the progress made under workmen’s compen- 
sat ion. The present article brings up to date 
coverage, benefit, and cost statistics that offer 
various measures for evaluating the experience 
of the past quarter century. Among these meas- 
ures are the proportions of the potential labor 
force covered, the percentage of wage loss com- 
pensated in temporary total and permanent total 
disability cases, the relation of benefits and pre- 
mium costs to payrolls, and the proportion of 
premiums that goes for benefits and expenses. 

Workmen’s compensation had already had a 
long history by t,he time the Social Security Ad- 
ministration first began to collect nationwide 
figures for its statistical series on the program. 
The hazard of accidental injury or death arising 
out of and in the course of employment was one 
of the first risks following the industrial revolu- 
tion to attract public attention. 

Before t,he passage of workmen’s compensation 
legislation, employers’ liability-the general legal 
principle of liability based on common law-gave 
t,he injured workman the right to recover damages 
if he could establish through proper evidence the 
fact that the injury was due to the negligence 
of the employer. The employer, however, could 
block recovery by availing himself of three com- 
mon-law defenses: (1) assumption of risk-the 
injured man could not recover if it was proved 
that, his injury was due to an ordinary hazard of 
his employment ; (2) fellow-servant, rule--the 
employee could not recover if a fellow worker 
could be proved to have caused the injury by 
negligence on his part,; and (3) contributory 
negligence-any contribution to the accident by 
negligence on the part of the employee, regard- 
less of the fault’ of t,he employer, would preclude 
recovery by the employee. 

The difficult,ies of securing redress under this 
system led to the enact,ment of employers’ liability 
acts in many jurisdictions. These acts restricted 
the scope of the defenses the employer could use. 
The results for workers were still unsatisfactory 
because of long delays in securing court action, 
the high cost of negligence suits, and the un- 
certainties of indemnification. 

Workmen’s compensation laws were intended 
to replace the uncertainties of litigation at com- 
mon law or under employers’ liability laws with 

the promise of a fixed schedule of benefits payable 
to compensate occupationally injured workers 
and their families for wage loss and medical 
expenses, regardless of fault. Industrial injuries 
were regarded as part of the productive process, 
and t,heir costs were held to be a proper charge 
against the expense of production. 

The first effective workmen’s compensa,tion law ’ 
in the United Stat,es was enacted in 1908, when 
Congress adopted a program for certain Federal 
civilian employees engaged in hazardous work. 
Similar laws were enacted by 10 States in 1911; 
by 1920, all but, six States had such laws. In 
1939~-the year w&h which the Social Security 
Sdministration began its series--only two States 
-Arkansas and Mississippi-did not have pro- 
grams in operation. Both States enacted such 
legislation later; the Arkansas law became effec- 
tive in 1940 and Mississippi’s in 1949. 

The Federal act for civil employees was re- 
enacted with broadened scope in 1916 and in 
1927 another Federal law was passed--the Long- 
shoremen’s and Harbor Workers’ Compensation 
14ct-which was made applicable by a separate 
act to employees in private industry in the Dis- 
trict of Columbia. 

COVERAGE 

The estimates of coverage under workmen’s 
compensation programs developed by t,he Social 
Security Administration are based on the number 
of workers covered in an average month and, of 
course, are much smaller than the count of differ- 
ent workers covered at some time during the year. 
They are also limited to employees of firms that 
actually carry insurance or submit proof of 
ability to self-insure. This measure of coverage 
has merit since it is comparable with that, used 
for other social insurance programs and it ex- 
cludes employees who have no assurance that 
benefits will be paid without having to initiate 
court action. 

The basic method used to derive these estimates 
consists of building up a covered payroll figure 
for each State. These figures are then converted 
into estimates of the number of workers covered 
in an average month by using the relationships 
between total payrolls and average monthly em- 
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ployment under the various Stat,e unemployment 
insurance programs.3 

The primary source of payroll data is the 
National Council on Compensation Insurance 
(NCCI), to which such data are reported for 
ratemaking purposes by eight competitive State 
funds and by private insurance companies in 41 

r States and the District of Columbia. These pay- 
roll data, which are compiled for policy years, 
are converted inte calendar-year data and then 
supplemented by estimates of payrolls for self- 
insurers and for other State funds obtained from 
State administrative agencies and various other 
sources. 

Coverage estimates are confined to specific 
benchmark years-1940, 1946, 1953, 1957, and 
1961. The year 1961 is the latest full calendar- 
year for which private carrier payroll estimates 
could be computed for all States. This time lag 
is inevitable since the data obtained are based on 
policy-year experience that extends into succeed- 
ing calendar years and cannot be fully evaluated 
until 2 or 3 years after the end of the policy year. 

These benchmark data provide t.he basis for 
estimating coverage in the intervening and suc- 
ceeding years. The 1964 estimat,es of the average 
monthly number of covered workers in each State 
are projections from the 1961 data, based on the 
percentage change in average monthly employ- 
ment covered under unemployment insurance pro- 
grams, and adjusted where necessary for changes 
in the coverage provisions of the laws. 

The NCCI agreed, as it had for the 1957 bench- 
mark data, to compute an adjustment factor that 
would permit t.he estimating of total payrolls in 
those States where the insurance is limited to 
part of the payroll. In some jurisdictions (about 
lo), the earnings of individual workers above 
$100 a week are not reported for premium com- 
putat,ion purposes. In the other States there is 
no limitation or the limit has been raised to $300 
:t week, which for the purpose in hand means no 
limit. 

An ndjustment factor for all States with a 
$100 limitation and for which the NCCI compiles 
data was furnished by the Council. Dividing the 
reported payroll by this factor produced a pay- 
1.011 estimate on an unlimited basis. 

3 For a detailed description of the methodology, see the 
Brrlletia, *July 1950, pages 4-5, and August 1958, pages 4-6. 

In summary, the workmen’s compensation cov- 
erage estimates presented here are limited to 
employees of firms that actually carry insurance 
or that submit the required financial proof of 
ability to self-insure.4 Employees of employers 
who voluntarily come under a workmen’s com- 
pensation law are also counted. 

Each State total also includes estimates of 
workers covered by the Longshoremen% and Har- 
bor Workers’ Compensation Act, practically all 
of whom are insured by private carriers. The 
number of Federal workers covered under the 
Federal Employees Compensation Act, is esti- 
mated separately and not dist.ributed among the 
States. The estimates exclude railroad workers 
in interstate commerce and seamen in the U.S. 
merchant marine, who are covered by statutory 
provisions for employer liability rather than by 
a workmen’s compensation law. 

National and State Estimates 

New benchmark data for 1961 produced na- 
tional estimates of 44.945.1 million workers 
covered in an average month under State and 
Federal workmen’s compensation programs. The 
payroll in employment covered by these programs 
in 1961 is estimated at $226-$227 billion. These 
estimates differ somewhat from the original esti- 
mates for 1961, which were based on projections 
from 1957 benchmark data.5 The coverage esti- 
mates are approximately 1 million higher than the 
original and the payroll est,imates about $7-$8 
billion greater. 

In light of the new benchmark data, the entire 
series back to 1958 has been revised upward 
(table 1). The slight year-to-year fluct,uations 
are not deemed significant in view of the method 
used in preparing the estimates. 

Projections from the 1961 data yield an esti- 
mate of 48.548.7 million workers covered in an 
average mont’h in 1964, with a payroll of $272- 

4 Employees of self-insured State and local political 
subdivisions are included in the estimates whether or not 
the employing unit submits financial proof of ability to 
self-insure, since in many States financial solvency of 
the employing unit is assumed and proof is not required 
by law. 

580cial Security Bulletin, January 1963, page 28. 
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TABLE l.-Estimated number of workers covered in an TABLE 2.-Estimated average monthly number of wage 
average month and total annual payroll in covered employ- and salary workers covered by workmen’s compensation, 
ment, 1940, 1946, and 1948-64 1 1961 and 1964 

Workers covered in an 
average month 

Ye*1 

_--- 

Number 
(in millions) 

__--- ----- - 

1940...-......... 24.2-25.0 
1946.-........... 32.2-33.2 

1948.......-....- 
1949........-.... 
1950......-...... 
1951...---------- 
1952. _ . _ ___. ___ __ 
1953.....-....-.- 
i954-..‘-...-.-.. 
1955-...-........ 
1956-...-........ 
1957....-.-..-... 
19.5x4. _ . __ _ _. _ _ _. 
1959 ............. 
1960 ............. 
1961............. 
1962 ............. 
1w ............. 
1964. _ __._..____ _ 

35.6-36.3 
34.9-35.7 
36.5-37.2 
38.3-39.0 
39.1-39.7 
40.4-41.0 
39.5-40.0 
41.241.8 
42.w3.1 
43.243.4 
42.442.6 
43.e44.1 
44.8-45.0 
44.e45.1 
46.1-46.3 
47.2-47.4 
48.5-48.7 

Percent of 
employed 
wage and 

salary 
workers 2 

77.0 
76.9 

:i:i 

iii:: 
79.7 

ii:; 
89.5 
86.2 
86.3 

E% 
80:4 
80.5 
80.6 

- 

.- 

, 

.- 

Total payroll in 
covered employment 

Percent of 
Amount civilian 

(in billions) W,gbF=&Y 
mats f 

:;;I:$ 
112-115 
w-133 
14*143 
152-155 
152-l 54 
:;:I:;; 
189-191 
g;;; 
219-221 

EE 

EE: 

72.1 
76.8 

79.7 
79.1 

iPi 
e:o 
81.7 
82.0 
83.4 
83.2 

::“4 
83.8 
84.3 
84.5 
84.8 
84.6 
84.8 

* Before 1959. excludes Alaska and Hawaii. 
? Midpoints of range used in computing percentages. 
Source: Labor-force data from Current Popnlation Sum?/, Uuresu of Labor 

Statistics; wage and salary dishwsements from Otlicr of Ilnsil~~c~nomies. 
Department of Commerce. 

$2’74 billion for the year. The programs covered 
80.6 percent of the 60.3 million civilian wage and 
salary workers in the United States in 1964 and 
84.8 percent of the $321.8 billion in civilian wages 
and salaries. 

The 1961 benchmark coverage figures for each 
of the States and projections for 1964 are pre- 
sented in table 2. The individual est.imates for 
1!)61 were submitted to the State administrative 
agencies for review, and any suggestions were 
taken into account. Although the method of esti- 
mating has been refined over the years, the esti- 
mates are still not uniformly good. The difficulty 
of obtaining data on coverage by self-insured 
firms is one of the weak links in the series. h 
range is used to embrace the probable coverage 
situation, where a lack of certaint,y concerning 
a single figure exists. 

State Variations 

Few jurisdictions offer what might be called 
complete protection to all employees with work- 
connected injuries. Twenty-four of the State 
laws (as of 1964) are elective for most of t,he 
private employments covered-that is, t.he em- 

[In thousands] 

State I 1981 

Total _____________ __._ ___.________.___ 44.w)l45.128 - - 
Alabama....-.....-..--.-....------------ 
Alaska ..__ _ .___________.__..___--------.-- 
Arizona..-.-. __ ___ __ _- _._______ _____ ._... _ 
Arksnsas-..-.-.-..-.--..---------~-..---. 
California _____ ____. .-. _. ._ .___ ___ ._ ._ ._ 
Colorado......-..-.-.-----------.~-....-. 
Connecticut _ _ __ .__-_ __ _____ ._.-. _.__ ___. 
Delaware..-.---..-...~ _______ -_.._ . . .._.. 
District of Columbia _..______....___....__ 
Florida..-......-..------.-.----~-. 

Georgia.-......-.. _.__...________________ 
Hawaii......-....-....-.-.----------.-.-. 
Idsho..---.-.-....-..-~----.--.--.-.-..--. 
Illinois _.._. .__. ________ _. ____ _ _______ 
Indiana.... . . .._________.._.___-.- _ ____.__ 
IOWS...-...--.--.-....-.------..-.-.-..-.. 
KSnSaS-..-.-..-.-....------.--...-....... 
Kentucky _...___ -- ._________....._...____ 
Louisiana.....---..---.----~---------.---. 
Maine....-.....--.------~---------------- 

Maryland.-.........------..---.--------- 
Massschusetts-....-....---......---...... 
Michigan...-.-....-.----....-.--.-------- 
Minnesota....--.-...-------..-.-.-.-----. 
M~sissippi.......-.------.-------.--.---- 
Missouri....-.......-.-....------..-..---. 
Montana.....-.........----....-.......-. 
Nehrssks............-..---....-...-..---. 
Nevada....-.-..-....----.-..--------.---- 
New Hampshire.-..-......---.----.--..-- 

New Jersey....-..-.--..--.----------.---- 
New Mexico....-.---.....---.---.---.-... 
New York...---...-....---..-.-.-.------- 
North Carolna.....-...-----.---.-----.-. 
North Dakota.....-..-..-...--------.---. 
Ohio ____.. _____...._____._..__------.---- 
Oklahoma..~~~..-.~..~~.-.--~~~~~~~-.~~~~ 
Oregon.....-.--..-..----.-.---------.---- 
Pennsylvania.-..---.---.-..-----.-.----.. 
Rhode Island.. . .._____________.___.-.---- 

South Carolina...-,-.---.---------------- 
South Dakota....-..----..--------------- 
Tennessee. _ _ _ _. _ _ _ _ _ _. __ _ _ _ _ __ _ _ _- _. _ _ 
Texas..--...--....-.---.--------.-..------ 
Utah __..____...______._________ --- .____._. 
Vermont....-...--.-.------.---.---------- 
Virginia..-.--...---------.----------...-- 
Washington-....-.---.-...--..---....-~-- 
West Virginia.....-.-.-..-----------.-.-. 
Wisconsin _____.____._____._._..~~~~~~~~~~ 
Wyoming...--...------....---.----------- 

Federal employees I_______ __. __ ___________ 2,27 

500-520 

2g 
255 

4.600-4,700 
375 
770 
115 
237 

1,030 

665 
175-185 

2% 
1,040 

515 
360 
515 
570 
195 

7w 

l.w&~ 
74( 

% 
14( 

29&30( 
77X3! 

15! 

1.75! 
14( 

5,3w 
96, 
0 

2.55 
ii 

3.19 
22 

41 

.5i 
1.57 

?i 

523-l: 
38 

1.04 
6 

.- 

-- 

1964 

48.47w8.698 

“-T 
280 
295 

5~‘40-s% 
825 
125 
278 

1,185 

765 
180-193 

125 
3,330 

‘G 
375 
575 

% 

765 
1,515 

2.130-2,180 
790 
310 
960 
145 

TE! 
162 

1,855 
155 

5,570 
1,046 

2,z 
325 

3% 
235 

460 

6g 
1.735 

215 
89 

55s 

l,% 
61 

2,348 

I Excludes employment outside the United States. 

ployer may accept or reject the legislation, but if 
he rejects it, he loses the customary common-law 
defenses against suits by employees. The remain- 
ing laws are compulsory and require every em- 
ployer within the scope of the law to comply with 
the provisions and pay the compensation speci- 
fied.” Some laws are part compulsory and part 
elective. 

Twenty-eight States exempt from coverage em- 

o As the result of amendments to the Oregon law, effec- 
tive January 1, 1966, the number of programs with elec- 
tive laws is now 23 and the number with compulsory 
laws 29. 
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ployees having less than a specified number of 
employees. The range is from fewer than two 
employees in three States to fewer than 15 em- 
ployees in one State. The most common exception 
is for those employers having less than three 
employees. 

Even in the 24 jurisdictions that have no 
. numerical exemptions, there are restrictions on 

the type of employment covered, with exemptions 
such as agricultural employment, domestic work, 
and casual labor. Only 4 of the 24 jurisdictions 
cover agricultural workers in the same way as 
other workers are covered ; 5 others provide some 
coverage of farm workers. In only 5 of the 24 
jurisdictions is domestic labor of any type in- 
cluded. Many laws exempt employees of non- 
profit, charitable, or religious institutions. Some 
States limit coverage to workers in hazardous 
occupations, variously defined. 

For State and local government employees, too, 
coverage differs markedly from one jurisdiction 
to another. Some laws specify no exclusions or 

exclude only such groups as elected or appointed 
officials. Others limit coverage to employees of 
specified political subdivisions or to employees 
engaged in hazardous occupations. In still others, 
coverage is entirely optional with the State, or 
with the city or the political subdivision. 

Because of these many variations in the cover- 
age provisions of the State laws, the number of 
workers actually covered by workmen’s compen- 
sation as a percentage of the total employed wage- 
and-salary labor force shows considerable varia- 
tion from State to State. 

Chart 1 shows the actual workmen’s compen- 
sation coverage in the various States as a per- 
centage of potential coverage. Potential coverage 
is based on 1964 Stat,e data on nonagricultural 
workers from the Bureau of Labor Statistics and 
on agricultural workers from the Department of 
Agriculture. Estimates of domestic employment 
are projected from the 1960 Decennial Census. 
These data have been modified to exclude Federal 
employees (who have t,heir own separate system) 

CHART L-Actual coverage as a percent of potential coverage, by jurisdiction, 1964 

0 85.0% or more 
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and interstate railroad workers (who are subject 
to Federal jurisdiction and therefore ineligible 
for State coverage). 

Tlvelve out. of 17 States wit,11 ratios of actual 
to pot,ential coverage of less than 70.0 percent 
were contiguous and located primarily in the 
(lentral and Southeastern regions of the United 
St,ates. These predominantly rural States, which 
include Kansas and Missouri from the Plains 
region, had a little over 19 percent of the Nation’s 
potential coverage. The ot,her five States in this 
c:ategory (North I)akota, Oregon, South I)akota, 
Washington, and Wyoming) brought the total 
l)otent,ial coverage in t,his category up t.0 a little 
over 22 percent,. Six of the 17 St,ates have coni- 
pulsory laws, but three of the six exempt small 
tirms. The others all have elective laws with 
small-firm exempt ions ranging from a low of 
less than three to a high of less than 15 employees. 
These elective laws and numerical exemptions 
result in low coverage ratios even when potential 
(*overage is confined to nonagricultural workers. 

In 22 States that, accounted for one-fourth of 
the Nation’s potential coverage, the ratio was 
io.&84.9 percent. These States were scattered 
t hrouglrout the country-six in the Iiocky Moun- 
1 ain region, six in the New England region, three 
in the Plains region and the rest-except Iieii- 
tucky-located in the South ,Ul:untic region. 
Twelve of these States have compulsory laws, 
but eight of the 12 exempt small firms. 

The remaining 11 States, the I)istrict, of (lolum- 
I)in, and the Federal system for employees (with 
;Ilnlost 55 percent, of the potent,ial coverage) had 
X5 percent or more of their potential labor force 
(*overed. Xmost, all the large industrial States 
of the Middle Atlantic and Great Lakes regions 
\vere ill this group. Three States in the Pacific 
region (Alaska, (‘alifornin, and Hatvaii) were 
illSO :I part Of the liigli-coverage ratio group. 
Seven of the jurisdictions in this category have 
c*onilmlsory lil\VS ;Llld do not. exempt small firms. 
Three Stiltes Il;t\:e compulsory laws but exempt 

sm:lll fhls with fewer than three employees. 

(hly three laws are elective and they have no 
Imnierical exemptions. Seven laws provide some 
(‘overage for agricultural workers. 

-i comparison with 1960 coverage estimates 
reveals relat,ively little shifting among States 
between categories. Forty States were in the 
same coverage ratio categories for both years. 

The greatest change occurred in the category 
where actual coverage was 85 percent or more 
of potential coverage. Five jurisdictions-Alaska, 
I)ist,rict, of Columbia, Michigan, New Jersey, and 
West Virginia-moved into this group, while 
two States-Minnesota and IJtah-moved out. 
In both years, the number of States with less 
than 70 percent coverage was seventeen ; Maine 
and Vermont were included in the 1960 total and 
Missouri and North Dakota in t,he 1964 total. 
The results of this comparison are not surprising, 
since statutory liberalizations of coverage pro- 
visions in the past 4 years has been limited. 

h longer look backward reveals that the num- 
ber of workers covered by workmen’s compensa- 
t ion in all average month has almost doubled 
during the past 25 years. Almost two-thirds of 
the d4-million increase in worker coverage took 
place during n’orld War II alld the immediate 
postwar period, when the covered proportion of 
the employed \\-age-and-salary labor force was 
raised from ‘71 percent to 77 percent. Since 1953, 
there has been virtually no change in the ratio 
covered (80 percent). 

Most of the numerical increase in coverage can 
be attributed to the normal growth in the labor 
force and to the emergence of an era of rela- 
tively full employment in the period following 
World War II. Some of the rise may have been 
due to the shifting of workers away from non- 
covered types of employment (such as farm 
work and railroading) to industries covered by 
workmen‘s compensation. Except for the intro- 
duction of workmen’s compensation laws in t\l-o 
States, statutory extensions of coverage have 
played a limited role. 

The statutory change having the greatest im- 
pact on coverage has probably been the shift 
from elective to compulsory laws. In 1940, 18 
(out of 49) jurisdictions made coverage compul- 
sory. By 1965, the number was 28 (out of 52) 
programs. There has also been some extension 
of coverage to State and local government eni- 
ployees, agricultural workers, and domestic ser- 
vants. In 1940, 29 States and the District, of 
Columbia reported that they covered a substan- 
tial proportion of public employees; by 1965, 
43 jurisdictions were in this category. The nunI- 
ber of States that made some provisions for 
coverage of agricultural workers increased from 
6 in 1940 to 19 (including Alaska and Hawaii) 
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in 1965; for coverage of domestic workers, the 
increase was from 4 to 7 States (including 
Alaska). 

The least progress has been made in extending 
coverage to small firms. In 1940, 15 States had 
numerical exemptions that ranged as high as 
from 4 to 15 employees. In 1965, 11 States still 
had exemptions of this size. 

TABLE 4.-Benefit payments by type, 1939-64 * 

[In millions] 

T- 
Type of benefit 

Compensation payments i- 

- 

1 

_- 

- 

Medical 
and hos- 
pitaliza- 
tion pay- 
ments 

--- 

7% 
100 

E 
120 
125 
140 
160 
175 
185 
200 
233 

;%I 
308 
325 

iii? 
3i5 
410 
435 
460 
495 
525 
565 

YCW Total 

Disability 

- 

-- 

- 

Total Survivor 

460 
491 
498 
521 
577 
617 
647 
700 
i55 
RO4 
x79 
932 

1,005 

1939 .._______ 
1940 __.____- _ “2”: 
1941__.____ __ 291 
1942 _.______ _ 329 
1943 . ..______ 
1944 .______- _ 
1945 _____ -_._ 

?33 

1946.-. ___.__ 434 
1947 . ..____ __ 
1948 ..___ -_-_ 2 
1949 .____. _ 566 
1950.......-- 615 
1951.. . . . _. _ 709 

-_ 

- 

% 
191 
221 
241 
265 
283 
294 

Et: 
381 
415 
476 

525 

iii:, 
591 
652 
iO2 
737 

E 
914 
984 

1,057 
1,140 

65 
70 

:i 

ii 
90 

100 
105 
110 
115 
12.5 
135 

BENEFITS 

In the 65 years since the series began, the ag- 
gregate benefits paid under workmen’s compen- 
‘sation have risen to more than seven times the 
amoLmt at the beginning of the period-from 
$235 million in 1939 to $1,705 million in 1964 
(table 3). Payments made by private carriers 

1952 . .._.. -.. 785 
1953 .._.. -.-. 841 
1954 .._....._ 876 
1955 .._. . . . . 916 
195K . . . . . .._ 1.002 
1957- ._..._. 1.062 
195R.- .__.._., 1,112 
1959 .._.__._.’ 1.210 
1960 ..____ -.. 1,295 
1961.__.. -.._ 1.374 
1962 _....____ 1.489 
1963 ..___. ._. 1.582 
1964 ..___..__ j 1,705 TABLE X--Benefit payments t)y type of insurance, 1939-64 1 

[Amounts in thousands] 

Type of insurance 
-__- 

Insurance I 

i 
1 Before 1959, excludes Alaska and Hawaii. 

I 
Year 

losses paid by State fund Self-insurance 
private insur- disbursements 1 
ante carriers 2 

payments 4 in 1964 were almost nine times what they were 
in 1939, State fwd disbursements were six times 
as much, and self-insurance payments had quin- 
tupled. As a result of their faster rate of growth, 
private carriers paid 63 percent of all benefits 
in 19N, compared with 52 percent expended in 
1939. 

These amounts consist of periodic cash pay- 
ments, lunlp-sual payments aud medical services 
to the worker during a period of disability, and 
death and funeral benefits to the worker’s sur- 
vivors. Since World War II about, one-third of 
total benefits have gone for hospitalization and 
other medical care costs, and two-thirds for com- 
l)ensating the wage loss of injured or deceased 
workers (table 4). Before the war, the share 
going for medical expenses was slightly higher. 
Ah~~lg the cash benefits paid, there has been a 
drop iii the proportion going to survivors of 
workers killed on the job-from one-fifth in 1939 
to almost one-eighth in 1964. 

There have also beeu changes in the distribu- 
tion of compensable cases and incurred losses 
by severity of injury, according to unpublished 
national data provided by the National Council 
on Compensation Insurance (table 5). The data 

52.0 $68,464 29.2 
52.7 72.528 28.4 
55.0, 77,408 26.6 
57.9 81,247 24.7 
60.4 80,574 22.8 
61.4 x5.990 22.3 
61.9 91,225 22.3 
62.1 96,053 22.1 
62.1 110,303 22.7 
62.7 120,9x9 22.7 
62.4 131,734 23.3 
62.0 148.693 24.2 
62.7 170,445 24.0 

57; 183 
59,338 
62,591 
64,549 
68,380 
73,658 
77.896 

17.4 
16.8 
16.3 
15.8 
15.8 
15.2 

~~ 14.6 
81,421 14.4 
X4,6SO 13.8 
94.186 13.3 

10fJ.O 490,958’ 62.51 193 107 
100.0 524,176 62.3 210:337 
109.0 540,497 61.7 225,473 
100.0 t562.515 RI.4 238,445 
100.0 618,109 61.7 269.074 
100.0 660.W3 62.2 271,406 
100.0 694,402 62.5 284,780 
100.0 752,.589 62.2 315,990 
100.0 809,921 62.5 324,580 
100.0 850,872 61.9 347,433 
loo.0 923.989 62.1 370,722 
lCO.O 987,580 62.4 388,242 
100.0 1.070,560 62.8 408,682 

24.6 100,891~ 
25.0 106,613; 
25.7 110,246 
25.9 114.705 
25.9 124,824! 
25.6 129,862’ 
25.6 132.417 
26.1 141,238 
25.1 160,444 
25.3 175,871 
24.9 194,105 
24.5 
24.01 

206,637 
226.1X0 

12.9 
12.7 
12.6 
12.5 
12.4 
12.2 
ll.Y 
11.7 
12.4 
12.8 
13.0 
13.1 
13.2 

1952.. 784,956 
1953... 841,126 
1954... 876,216 
1955-w 915,665 
IY56.. 1,002,007 
1957.-m 1.062,171 
195K.. 1.111,599 
1959... 1.209,808 
lQ60.. 1,294,945 
lx%.. 1,3i4,176 
1962... 1.488.816 
1063..- 1.582.459 
196.. 1,705,422 
d-.-d--i- , L I- , 

’ Before 1959, excludes Alaska and Hawaii. 
1 Net cash and medical benefits paid during the calendar year by private 

insurance carriers under standard workmen’s compensation policies. Data 
lrom the Spectator: (Premiums and Losses by Statea of Casually! Swety and 
.Misctllanm~s Lines for 1939-49 and Insurance 11y Slatts 01 Fzre, Marine, 
Casualty, Surety and Miscellaneous Lines for 1950-58); and from published 
and unpublished reports 01 State insurance commissions for 1959-64. 

I Net cash and medical benefits paid by competitive and exclusive State 
funds and the Federal systems. Compiled from State reports (published 
and unpublished) and from the Spec’fator or other insurance publications; 
data Ior fiscal years for some funds. 

’ Cash and medical beneflts paid by self-insurers, plus the value of medical 
benefits paid by employers carrying workmen’s compensation policies that 
do not include the standard mrdiral coverage. Estimated from avnilahlc 
State data. 
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1939 1946 1954 1958 1962 1939 1946 1954 1958 1962 1939 1946 1954 1958 1962 
------- __- _- ____--- - ---------- 

AI1 rompensable caees... _ 100.0 loo.0 loo.0 loo.0 loo.0 106.0 loo.a 100.0 100.0 loo.0 . . . . . .._. . . . . . .._.....___.....~~....~~~~~.... -__ __- 
Death . .._. _.........._.._..._.. 1.0 .7 .8 .a .8 16.2 11.5 11.5 12.2 11.1 $3,873 $5,691 $9.207 $11,620 $13,671 
Injury: Permanent total 3-T ._.. ..-._ 1 

Tcmporsry total. .__......._.. 85.0 84.4 / 73.3 I 71.8 

Major permanent d.._...__._ ~~ 1:: 2:: 2% 214 
3.9 3.0 2.0 2.0 2.0 

3:; 22.3 21.7 20.7 lR.8 22.7 
9,415 12,033 16,758 20,172 23,554 
2.792 3,500 5,010 6,085 7,329 

Minor permanent i-.- _._._._.. 12.1 12.8 23.2 24.9 25.3 26.2 27.7 38.5 38.7 
70.8 31.4 36.1 E 28.5 25.6 

500 720 986 1,202 1,463 
85 143 247 309 346 

- , 
_- 

1 Excludes cases receiving medical benefits only. Data for 1954 through 
1962 not strictly comparable with those of 1939. (Most States no longer Use 
a uniform policy-year commencing Jan. 1.) 

P For permanent injury cases includes, in addition to compensation f01 
loss of earning power, payments to those cases during periods of temporary 
disability. For temporary disability cases, includes only those closed cases 
known not to have involved any permanent injury and the open cases in 

which, in the carrier’s judgment, the disability will be temporary only. 
s Disability rate at 75-100 percent of total. 
4 Disability with severity equal to approximately 25-75 percent of total. 
5 Disability with severity equal to less than approximately 25 percent of 

total. 
Source: Unpublished data from the National Council on Compensation 

Insurance. 

relate to policy-year private carrier business in 
41 States and the District of Columbia but in- 
clude a few competitive State funds.’ 

Measuring Real Advances 

Partial disability cases classified as “minor 
l)ernianeiit.” accounted for 12 percent of all conl- 
ljensable cases and 26 percent. of incurred losses 
iii 1939: by 1962, the proportions had rise11 to 25 
ljerceiit and 39 percent. These illcreases were 
:~cconrpaiiiecl by a major drop in the I~roport~io11 
of cases and losses attributable to temporary total 
tlisability. I11 193!), temporary total disabilities 
accounted for X5 percent of all cases and 31 per- 
cent of incurred losses; by 1962, the ratios had 
tlropped to 71 percent of all cases and 26 percent 
of incurred losses. 

I>espite the relative decliiie iii death and teiii- 
porary disability cases, tl1e average loss incurred 
1~s increased mucl1 more rapidly for such cases 
than for 1ninor perma11e11t disability cases. Tl1e 
average loss i11curred for a death case \ViLS three 
iUlC1 one-half times as great ii1 19fi:! as ii1 1939, 
and for a temporary disability case it. was more 
than four times as great. 111 contrast, tlie loss 
incurred for a11 average case of minor permanent 
tlisability in 19W Was less than three times that 
in 1939. 

‘rl1e substantial growth in benefit outlays since 
1939 can be explained by a combination of fac- 
tors: (I) the rise in the covered labor force; (2) 
the increase in wage rates and medical costs; and 
(3) the expansion in the scope and 11ature of 
benefits provided. Tliese factors in turn reflect 
botl1 external eco11omic developments and in- 
ternal program changes. It may be noted that 
the 1939 figures exclude tl1e programs of Alaska 
and Hawaii, wl1ich were 11ot included in the series 
uutil 1959 when statehood was achieved. Two 
other States-Arkansas and Mississippi-did not, 
have workme11’s colnperlsation acts in 1939. 

i A few States hare analyzed similar data for their 
states. See California, Report of the Workmen’s Corn-- 
pc?zsatiota Study Commission, April 1963; SJtefan A. 
Riesenfeld, Stzcdu of tkc 7Vorl;mc~l’s Compensation Law 
i)k IfawUii (Legislative Reference Bureau Report So. 1, 
1963) [University of Hawaii; and Report of the Gov- 
ernor’s Workmen’s Compensation Review Committee, Rc- 
ciew of Worknzcn’s CompotsatiotL in h’cw York State, 
December 1962. 

As already noted, the number of workers cov- 
ered by workmen’s compensat,ion doubled during 
tI1e past 25 years, a11d the 11umber of man-hours 
wit11 exposure to the risk of work injury was 
thus increased. Mai11ly because of improvements 
in industrial safety, however, the increase in the 
number of work injuries has been nowhere near 
proportionate to the rise in exposure. According 
to the Bureau of Labor Statistics, the number of 
disabling work injuries reported in 1964 was 
2,050,000--0111y 28 percent more than tlie 1,603,- 
XC reported in 1939 and less than 10 percent 
more tI1an the 1940 sum of 1,889,700. 

Obviously, then, playing a more important role 
in the sevenfold growth in aggregate benefits has 
bee11 tl1e increase in bellefit levels brougllt about> 
by rising wages and medical prices. Average 
wages, to which cash benefits are related, were 
four times as great, in 1964 as in 1939. The price 
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TABLE 5.-Percentage distribution of cases and incurred losses, and average incurred loss, by injury classification, policy years 
1939, 1946, 1954, 1958, and 1962 l 

Percentage distribution 
Average incurred loss per ease 

ClaesiAcstion ? cases 2 Incurred losses 
___-- 



of medical services was more than twice as great. 
1n an effort, to keep pace with rising wage levels, 
workmen’s compensation benefits have been ad- 
justed upward. In 1940, seven Stat& and the Dis- 
trict of Columbia were paying a weekly maximum 
for temporary total disability (excluding de- 
pendents’ allowances) of more than $20, 29 were 
paying $16~$20, and 12 were paying $15 or less. 
13~ 1965, 14 States and the District of Columbia 
were paying a weekly maximum of $55 or more, 

. do were paying $40-$54, and 15 were paying less 
than $40. 

Increased benefit outlays also reflect, workmen’s 
caompensation changes made to effect, real im- 
provements in the scope and nature of the pro- 
tection. In this category are such changes as 
addition of dependents’ allowances, adoption of 
unlimited benefits in case of permanent dis- 
ability and death, liberalization of waiting period 
l)rovisions, removal of limits on medical care 
benefits, and extension of coverage to occup;l- 

t ional diseases. 
Eleven out, of 49 laws in 1940 provided addi- 

tional benefits to injured workers if they had 
qualifiecl dependents. In 1965, the ratio was 17 
out of 52. In 1940, 16 programs paid permanent 
total benefits for life or the duration of the dis- 
ability; by 1965, the number had doubled. In 
death cases, seven jurisdictions in 1940 provided 
benefits to the widow for life or until remarriage; 
in 1965, the number was 12. 

In 1965, 18 programs required less than a 
Y-day waiting period before cash benefits begin, 
compared with 12 programs in 1940. All but two 
States in 1965 had provisions for paying benefits 
retroactively to include the waiting period, if the 
disability continued beyond a specified number 
of days; in 1940, 16 States lacked such provisions. 

Medical benefits were paid without limit as to 
time and amount under 18 laws in 1940. By 1965, 
the number had increased to 42. 

Workmen’s compensat,ion laws have also been 
broadened to cover occupational diseases as well 
as injuries. In 1940, only 26 laws out, of 49 
cbompensated for occupational diseases or for des- 
ignated diseases of this class. In 1965, all but one 
State had made express provisions for diseases. 

I~ significant quest.ion is the extent to which 
the substantial rise in benefit payments from 1939 
to 1964 may be traced to real improvement,s in 
the effectiveness of workmen’s compensation pro- 

TABLE 6.-Aggregate benefits as percent of payroll in 
covered employment and rates of injury frequency and 
injury severit,y in manufacturing, 1940, 1946, and 1948-64 

Yefir 

____-__ ~~_____ 
1940.......-...-.......-.--..-.------- 0.72 15.3 
1946.-....-.-.-.-...---.------.---..-- .54 19.9 ::B” 

1948 _..........-.-.. . . . . ..________.__ .51 17.2 1.5 

1949 
___.___.________..___ __...______. 

.55 14.5 1950 ~.~~~.~..~...~~___..__________ _-__ .54 14.7 ::: 
1951..........~.....~~~.~~~~.~~.~.~.~~ .54 15.5 1.3 
1952.........................----.-.-- .55 14.3 1.3 
1953.......-.-..-.-.----.------.----.- .55 13.4 1.2 
1954...-.-...--..--.---------......-.- .57 11.5 1.0 

1955.~......~......~~~~.~~~~~~~...~~.. .55 12.1 1956 .-.._____......_.. .__________.___ .55 12.0 :2’ 

1957-.-....-.-...-..------.-------...- .56 11.4 1958.......-.............-..---.-.-.-- .58 ‘11.4 ;E 
1959 _.__________._.____.-. . . . ..___.__ .58 12.4 752 
1960.-..........-.....--.--.-..-...... .59 12.0 753 
1961......................-.----..-.-- .61 11.8 698 
1962.~....-....-....~~~~~..-...~~.~.-~ 11.9 698 
1963......-....-..........-...-...--.. .fi: 11.9 689 
1964.....-..........-...-.....---.---- .62 12.7 (3) 

1 Average number of disabling work injuries per million employee-hours 
worked. 

2 For years before 1955. average number of days lost for each 1,000 employee- 
hours worked. In 1955 the basic computation was changed to average num- 
her of days lost. per million hours, and different and mwe exact time charaes 
were used in evaluating permanent impairments. Rates for years after 1954 
arc therefore not comparable with those of earlier years. 

3 Not available. 
4 Beginning 1958, new series based on revised Standard Industrial Class- 

ification Manual. The comparable 1958 figure under the old series was 10.8. 
Source: Work-injury rates from published and unpublished data of the 

Bureau of Lahor Statistics. 

grams-other than what was the result of labor- 
force growth and increases in wage levels and 
medical care prices. Some light on t.his question 
can be thrown by relating aggregate benefits to 
payrolls covered by workmen’s compensation 
(which reflect the growth in coverage and wage 
levels). This relationship gives some indication 
of the extent to which benefits have kept pace 
with the rise in the number of workers covered, 
with the rise in wage rates, and indirectly with 
the increasing costs of hospitalization and medi- 
cal benefits. 

Table 6 shows that, after dipping to a postwar 
10~ of 0.51 percent in 1948, the ratio of benefits 
to payroll has risen gradually to a postlvar high 
of 0.62 percent in 1964. This ratio is still con- 
siderably below the 0.72 percent recorded in 1940. 

These data would appear to indicate that dur- 
ing the 1940% the workmen’s compensation pro- 
grams had fallen behind in providing effective 
and adequate wage-loss and medical care protec- 
tion against work-connected accidents but that, 
stat’utory changes in the last decade have been 
making up some of t’he ground lost in the previ- 
ous decade. The assessment, however, is not com- 
plete without taking into consideration changes 
in the frequency and severity of work injuries. 
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Obviously, reduced benefit outlays as a percentage 
of payroll may reflect improved accident, experi- 
ence as well as out,dated benefit. provisions. 

The number of work injuries per million em- 
ployee-hours was fairly high in the 1910% but 
dropped during the early 1950% and, with some 
fluctuations, has leveled ofI’ in recent, years (table 
6). The severity-of-injury rates show a similar 
long-term trend, though with some year-to-yea1 
tlifferences from the injury-frequency rates. 

The relatively high ac,cident load in the 1940’s, 
ilCCOlllp:Ulit?tt by low benefit outlays as a percent 
of insured payroll, would bolster the conclusion 
1 llat the workmen’s compensation program was 
110t kept up to date in the immediate postwar 
ljeriod. The subsequent improvement in accident 
experience during the 1950’s, together with a 
risiiig benetit -payroll Yilt io, lentls \veight to the 
c*onclusion that statutory liberalizations in this 
tlecnde were beginning to bring benefit changes 
in line with current economic tlevelol~nients. 

Proportion of Wage Loss Compensated 

()ne measure of the effectiveness of :I wOrl<- 

men’s compensation law is the extent to which 
it is replacing the wages lost as the result of dis- 
abilities incurred while the worker was employed. 
So law provides full indemnification for the loss 
sustained. An examination of workmen’s com- 
l)ensat ion laws as of December 1965 shows that 
the intent of most of the la\vs, protecting almost 
!)5 percent of the covered workers, is to replace 
from three-fifths to two-thirds of a worker’s 
weekly wage during total disability, after a wnit- 
ing period -of varying lengths.” 

Only five States, with fewer than 3 percent of 
t lie covered workers, specify a percentage max- 
imum that is less than 60 percent of wages. Two 
States have maximums that are more than two- 
thirds of weekly wages. In six States and the 
program for Federal employees the statutory per- 
c-entage is higher for injured workers with de- 
pendents. When these higher rates are included, 
only one State (with less thnn 1 percent of 

R Del)artment of Labor, Bureau of Labor Standarcls, 
St~tc, TV0rlin1m’8 f’~mpc~nsutio~~ Laws, Bulletin 161, Sep- 
tember 1964. and unpublished data. In the State of 
jyashington, flat benetits nre paid, regardless of wages, 
varying only with number of dependents. 

covered employment) has a maximum of less 
than 60 percent of wages; five States and lhe 
Federal program (with 15 percent of covered 
jobs) have maximums higher than two-thirds. 

The intent of a. law and what is actually paid 
are for most States, however, two different mat- 
ters. In every jurisdiction the statutory percent- 
tlge of the weekly wage used to compute the 
\reekly benefit for temporary total disability is 
subject to ii weekly dollar maximum. These 
maximums generally operate to keep a large pro- 
I)()rtioll of workers from receiving the full statu- 
tory percentage, especially in periods of rising 
wages. in 1939, for example, three-fifths of the 
la\vS provicletl a maximum of less than $20 :l 
week and $25 was the highest amount payable. 
These maximums were nevertheless high enough, 
in all but :-I States, to permit a worker with earn- 
ings the same as the average wage for those cov- 
ered by unemployment insurance to receive under 
workmen’s compensation the proportion of his 
wage loss specified in the statute. 

Twenty-fire years later, despite periodic legis- 
lative increases in the maximum dollar amount 
of weekly benefits, this was the situation in only 
a few States. I)uring this period weekly w-ages 
rose by 307 percent for the average worker 
covered by unemployment insurance, but the rise 
in dollar maximums in most States ranged from 
100 percent to 200 percent for a worker without 
dependents. Only 11 laws had increased their 
tl0llar n~:~ximunis by more than 200 percent. Five 
States had increased their maximums less than 
100 percent during the 25-year period. 

Consequently, in 1965 only five programs (in- 
c4uding the system for Federal employees) \vith 
7 percent of the covered workers had weekly 
maximums that, were high enough to permit the 
statdory percentage to be efiective for jvorkers 
with average wages (though not, for many \vork- 
ers with higher-than-average wages). ()ne of 
them-Maine-provides for a flexible maximum 
amount that, is recomputed annually at 66 2/s 
percent of the State’s average weekly wage.9 

The Rctual portion of wage loss replaced varies 
among the States (depending on the benefit 

“Two other States (Connecticut and Kentucky) with 
flexible maximums are not included among the five pro- 
grams since the statutory percentages in their laws are 
still higher than the percentage guaranteed by the flexi- 
ble maximwn for the average worker. 
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CHART 2.-Distrjbntion of covered workers and of jurisdictions, by ratio of actual weekly benefits payable for tem- 
porary total disability tn weekly wages. fol a worker with average weekly wage in the preceding year, selected years. 
1953-65 1 

Percent of workers covered 

40 

35 

30 

25 

20 

I.5 

10 

5 

0 

1953 1957 1961 1965 

Less than 40.0 40 - 44.9 45 -49.9 50 -54.9 55 cxllwte 

Ratio @sent) of weekly benefit to ovemge weekly wage 

1 Benefits nre those pnynble to worker without qanli6ed de- 
pendents. Flgure~ nbore bnrs represent number of jorisdiction8. 

fonnul:r in the law) and within a State from one 
period to xnotlier (depending on the timing of 
statutory changes). Some insight, into trends is 
gained from calculating for a jyorker with the 
average weekly wage in each State, an effective 
benefit. rate based on the ratio of benefits payable 
to wages. Such calculntions (with dependents’ 
allowances excluded) have been made at. periodic 
intervals start.ing with the 1940 laws, using the 
average weekly wage of each Sta.te (as shown 
by unemployment~ insurance data) in the preced- 
ing year. 

Under the 1940 laws, a worker in receipt of the 
average lP3P wage would have been paid R beuefit 
of 55 percent or more of llis w-age in 35 jurisdic- 
tions. In only 2 States would lie have received 
less than 45 percent. Hy 1948 this sit,untion had 
so deteriorxtecl that only 16 jurisdictions had a 
benefit-wage ratio of 55 percent, or more, and 
18 States had an eflective benefit rate of less than 
45 percent. The low point was reached in 195.7 
wllen etGt*t ive benefit rates of 55 perrelit or more 
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were calculated for only 7 programs and rates 
of less than 45 percent. for 26 States. 

Since 1953, the situation has improved moder- 
ately. Chart. 2 gives the State distribution of 
effective benefit rates, in terms of both covered 
workers and number of jurisdictions, for 1953, 
lP57, 1061, ;md 1965. (State distributions by 
covered workers first became available with 1953 
data.) 

Under the law effective at. the end of 1965, 
a worker receiving the average wa.ge for 1PM 
would have been paid a benefit amounting to 50 
percent. or more of his wage in 16 jurisdictions 
encompassing 46 percent. of all covered employ- 
ment. In 1961 the jurisdict.ions in this category, 
while slightly more in number, accounted for 
only 41 percent of total coverage. The improre- 
ment is most. marked since 1953 when the joris- 
dictions having effective benefit rates of 50 per- 
cent Or more of the preceding ye:lr’s ;lveLXge 

wage, accounted for only 23 percent of total 
coverage. 
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A similar story unfolds at the other end of 
tile range. In 1953, there were 26 States, covering 
more than half the workers, with an effective 
benefit rate of less than 45 percent. The propor- 
tion of workers in this category dropped to one- 
tllird in 1957, and dropped still further in 1961 
;lntl 1965 to 2X percent and 27 percent, respective- 
ly. These declines occurred despite the fact’ that 
tire number of States in the Meg&y increased 
(luring the period. It is obvious that the smaller 
States are leaving more dificnlty in keeping their 
l)rogr:uus abreast of economic developments. 

(‘]l:lrt 3 in its left l)anel shows for each State 
the actual proport ion of weekly wnges that :l 
\wrlcer receiving the average 1964 wage would 
Ilave been paid in benefits during a period of 
(emporary total disability under the statutol’y 

~)ercelltilgeS ant1 (lOllill’ m;~xiiiinnis effective ill 
1 )ecember 1065 t . 

In 1!)65 for the Nation as a whole the weekly 
r;lte of compensation, weighted by coverage, f01 

;I single worker with average wages was estimated 
;lt $52.!18 or 49.6 l)erceiit of the nationwide avet’- 
;lge weekly wage. This ratio is practically un- 
c~hangetl from the 1961 ratio of 49.9 percent, 
though it is greater than that calculated for 1957 
(18.0 percent) .l” 

In 16 jurisdictions” additional amounts are 
provided for injured workers with qualified de- 
1)eiitlents. In these areas, the rate of compensa- 
f ion for it worker with the rnaximurn nunlber of 
tlel)eiideiits iu 1965 was $76.55 or 68.4 percent 

of the average weekly wage. Even n single 
I\-orker in these jurisdictions fared somewhat 
better tllnll il siiigle worker in tlie states \\-itliout 
tlependeiits’ :lllO\\~i~llCCX His tjenefit-wage ratio 
\vilS Bl2.6 percent, compared with 48.5 percent in 
1 IlP ;X iIl’e:lS tllnt (10 IlOt ilil\.P tlepentlellts illlO\\-- 

:I nces. 

FOUR years earlier-in 1961-only 15 States 
ll:ld dependents’ allowances and the proportion of 
the i~WWge wage rel)lnced for :I worker \\-it11 the 

l” I-sing similar methods, Arthur II. Reede estilllated 
that the weighted average rate of compensation for 1940 
was ti3.i percent of past earnings, (.-trlcq?cary of Tl’ork- 
wcu’x Po~~zpotsatio~, Ilnrl-ard l’nirersitg Press, 1947. 
lzige 148). 

l~Alnhama’s program, which provides for a statutory 
percentage that is higher for a worker with dependents, 
is escluded here because its maximum is the same for 
the worker with average wages whether or not he has 
dependents. 

maximum number of qualified dependents was 
64.7 percent-almost, 4 percentage points less 
than the 1965 ratio. 

Since workmen’s compensation benefit.s are 
not subject to Federal income or social security 
taxes, the percentage of actual “take-home” pay 
received by a worker in benefits is greater than 
those shown above. A worker with no dependents, 
earning the average weekly wage of $106.82 in 
1964, had weekly take-home pay of $87.43 after 
deductions of $16.04 for Federal income taxes 
(assuming the standard deduction) and $3.35 for 
contributions for social security. During periods 
of total disability, therefore, the $52.98 he re- 
ceived in weekly compensation benefits replaced 
61 percent of his take-home pay. ,i married man 
with t,wo dependent children had a higher take- 
home pay, and only 54 percent of his pay was 
offset in the States without depenclents allom- 
ances and 73 percent in the 16 jurisdict,ions with 
them. 

If the above computations had been based on 
1965 average wages, the ratio of benefits to take- 
home pay would hare been somewhat, smaller 
because of the lower income-tax rates that applied 
to wages in that year. 

Wniting-period provisions.-In measuring the 
exteut to which overall wage loss is being re- 
placed under workmen’s compensation laws, an- 
other factor to consider is the waiting period 
tllat must elapse after the injury date before 
CXS~ benefits are payable. This is an especially 
import:lllt consideration in temporary disability 
cases, which last, on the average, about 18 calen- 
dar days in manufacturing industries (according 
to 1963 data from the Bureau of Labor Statis- 
tics). 

As of December 1965, all jurisdictions require 
a waiting period; 34 States with 82 percent of 
covered employment have a 7-day waiting period 
and the remaining jurisdictions require 2-5 days. 
&Ill but 2 States provide that if the disability 
continues for a specified period of time the pay- 
ment of benefits is retroactive to the date of 
injury. Almost 2 out of 5 covered workers are 
employed in the 22 States requiring less t,han 
22 days for the retroactive provisions to become 
effective. About 45 percent of the workers are 
in the 24 jurisdictions requiring at least 28 days 
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(‘EIART 3.-Xensnres of interstate variation : Weekly benefit payable for temporary total disability as percent of 
arerage weekly wage, 1964, nncl percent of lost wages replaced for worker with 1964 average meekly wage for tem- 
porary total disability lasting 3 weeks. December 1965’ 
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HEI’ wage for workers covered by unemployment insurance pro- 
pram (for Connecticut, “average production” wa.cr is used). 
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2 Assumes R dependents. 
:+Jfaximam same for worker earning average wage whether 

or not he has dependents, hut compensation for worker with 
dejwndents is hnsed on higher Proportion of wages. 
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-some of them calling for a period as long as 6 
\veeks. 

TlJe past quarter cent.ury has seen a substantial 
improvement in the situation. In 1940, 16 States 
lJ:Jd JJO retroactive provisions in their la\%. Of 
tlJe remaining 33 jurisdictioJJs, OJIIY 11 did Jlot 
require tlJat. the disabiliiy last, for more than 21 
days if benefits for the waiting period were to 
be pyable. 13~ 1953, the number of States JJot 
lJ:JviJJg retroactive beJJefit, provisions had declined 
to 11 ; the JJJJJnbf?J’ Jiot requiring that tile disability 
bJst 22 cI;tys 0r 10JJger rose to 14 States. 

‘r]Je etfect of waiting-period IxovisioJJs, 011 
w;ige-loss replacement, as of December 1!)65, is 
SlJOwn iJJ chart :3 011 the right. For each State, 
tot;11 beJJefits 1)ayable for tIJe first 3 weeks of 
teJJJpor;Jry tota] disability ilJB related to the \Vfi@ 

loss of it worker (with aJJ<I without depeadents) 
receiving the average I!fM weekly \v;Jge in his 
juJ*isclictioJi. 

For the Nation as a whole tlJe proportion of 
wage loss replaced during tlJe first 3 weeks of 
disability, wheJi weighted by coverage, equals 
-CO.6 percetrt for the siJJgle worker with average 
wages. This J*epreseJits ill1 improreJJieJJt ovei. the 
SitlliLtiOJJ four years earlier w]JeJJ the 1)ropoJtioJr 
WilS X7.3 perceiit. At, t.lliJt, time St.iltW with ret ro- 
active 1)J~ovisioJJs were one fewer tllilll ill I!N%, 

il?ltl t W0 fewer required less tlJiJJJ 22 (1ilyS for tlie 
I*& l’Oil(‘t ive 1~Jwvisiolls to become etrective. 

It iS tlifi(‘Jl]t t0 tJXJlS~ilte these estinliltes 011 

proport ioils of wage loss c~orrJl~eJJsatetI for tlJe 
average worker into Ore~Jll ratios of wage loss. 
IJJflneiJciJJg the IwtteJ. ilJT2 SllCll fiJCtOJ% ilS the 
tlislJersioJJ Of w:Jges :tJJcl benefits around the il\‘er- 
:tge iJJJd the tlistributioll of teJJJporary disabilities 
by tlur:Jt ioJJ. For workers with lJig]Jer-tlJ#JJ-aver- 
ilge I\-iJpf?S it is obvious tllilt tile I~roportioJJs of 
wage IOSS repl:i~etI will be sJJJ;Jller :Js the (IoI]ilr 
IIIitxitllllllls come iuto full l)];ly. For \vorkers 
wit11 1~eloWiJvernge \Vilgf% the wage-rep]aceJJJeJJts 
Jxtios JJJay be higher, especially when statutory 
~iriJJiJJJuJns beconie etfe&ive.lz 

IL’ Various soilrces indicnte that the arerage wage af 
workers suffering industrial injuries is somewhnt lower 
than the average wage for the labor force in general. 
The Sational Conneil on Comlwnsatiou Insurance, for 
rsamlde, reltortetl that in l!l(i-L the average weekly earn- 
ings of an injured worker was $93.17 (in the jnrisdic- 
Cons for which data were dlwted). The national 
jIverage weektg wage for that yenr was $106.82 (based 
on uneml&)yment insurance tlntn for 50 States and the 
1 Kstrict of Columbia). 

SimiIarIy, workers wibh shorter periods of 
c]is&i]ity than the average will have a smaller 
IJroI~ortioJJ of their wage loss compensated be- 
C:Juse of tlJe IimitiJlg effects of waitillg period 
1JrovisioJJs. \l:orkers with longer-than-average 
periods of tIis&iIit y would have :J somewhat 
greater proportion of their overall wage 10s 
q~]:lce(l beci\lJSe of the provisions, for retroac’tive 
payments of benefits, 21s well as because of the 
dec]iJJiJJg iJJJl~ortaJice of the waiting period iii 
c*;JIcJJl;JtiJJg tlie \~~Jge-replnceJiJeJJl rilti0. 111 36 
States :JJJd the District of Columbia, however, 
there ;\re Juoiietary or tinie liinits tllilt lll:ly pre- 
\-eJJt l>ilyJJJeJJt of bellefits throughout the eJJtire 
1Jeriod of the teJJqJonJry disability, thOlJgh few 

teJnporary disabilities last 1oJJg e~lo~pll to be 
:JffectecI by such restrictions. 

-\I1 in :Jll, it- appenrs likely thilt workinen’~ 

c~0llllEllSiltiOJl is 1eaviJJp niiinet coJJsideriJblg 11101’t) 

tlJ:lJl one-half tlJe tOtill wage loss iJJ tenJpornry 
(lisability cases. 

/kufl~ ctrd petwictru2fi.t cli.vrbility benefit.v.--For 

work injuries that result in cleat11 or 1JermnJJeJJt 
disability, tile prOpOrtkJl\ of tile \Wgt? hSS COJJl- 

peiiswted is eveJi snialler, p:irtly because tlie coJJi- 
pensation is JJl0re likely to be subject, to statutory 
IIIilXillllllllS 011 dlll’iJtiol1 01’ :llJl0llllt of 1)ayrJieJits. 

1 ‘JJtler the lit\\-s in effect ill I)eceJJJber 1965, oJJly 
20 juristlictioiis, with $2 percent, oi the caover:ige, 
1)roride tle:itli beliefits to the widow for life or 
uiitil remarriage and to cliildreJJ uJJti1 growu, 
illltl eight of these, with l!) perceat of covered 
eiiiploy Jiient , limit the tot nl airlount payable. In 
seven otliei~ States, covering 15 percent of the 
workers, survivors’ beliefits without restrictioiis 
as to dur~ition or tiinouiit are paid o~ily to de- 
l)eJideJit, children. These provisions liflre uiider- 
gone little change iii recent years. 

LJJ 32 ,jurisdictioJis covering three-fiftlis of all 
workers, pernlanent total disabi1it.y bellefits are 
1961, when 29 jurisdictions provided dis:Jbility 
These figures represent sonle liberalization since 
1!)61, when 29 jurisdictions provided disability 
lxxlefits of unrestricted duration. Five of the 32 
~~O~JWIIS reduce the weekly berJefit nmouJJt afteJ 
it sljecified number of weeks, varying fronJ 260 
to 400. In the 20 States where perJn:JJJeJJt, total 
disability benefits are 1iJnited as to duration, 
:JmoJJJJt, or botll, the time periods raJJge froJn 
30 to 550 weeks, aJJd the money IimitatioJJs from 
810,000 to 30,000. 
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Evidence continues to mount that, workmen’s 
compensat.ion programs are less effective in com- 
1)ensnting for injuries that are permanent, or 
result in death than those of shorter duration. 

l-sing methods developed by Earl I?. Cheit,‘” 
the Kentucky Legislative Kesetlrch Commission, 
upon the request of the State General Assembly, 
c*onducted :L sample survey of widows and per- 
mnnently disabled workers who filed claims in 
the fiscal year 195748 to determine the impact 
of workmen’s compensation.” The Commission 
founcl that for death claims, the workmen’s com- 
1)ensntion program in Kentucky replaced 13.3 
percent of the median economic loss to survivors. 
In permanent, disability cases, two-fifths of those 
suffering permanent wage loss had less than 10 
percent of their wage loss restored by workmen’s 
compensation. One-sixth had between 10 and 29 
I)ercent of their wage loss replaced. 

The Social Security Administration has made 
some rough State-by-State calculations on the 
proportion that workmen’s compensation bene- 
tits represents of the earnings :I totnlly and per- 
manently disabled worker could expect to have 
received if he lived to age 65 and did llot become 
t1isn1~1ed.‘” The calculations were made on the 
basis of the permanent. total disability provisions 
in effect as of October 1963 for workers with 
typic:11 :Iverape earnings in the respective States 
(based on unemployment insurance d:lta fol 
1962). 

The States :Ire grouped below by the ratio of 
workmen’s compensation benefits to wages fol 
;I worker disabled at age -1-0 with :l dependent 
wife Hlld :I child :igetl 8 (assuming no illcrease 
in earnings or benefit levels from the date of 
injury to age 65). The disabled worker would 
receive workmen’s compensation benefits of less 
thn 85 percent of his nssumed wages ill 29 States 
ilIlt of 50 percent or more in only 8 Stntes i1lld 
1 he 1)istrict of (‘olunlbi;l. 111 1X States, lie ~oul(l 
iwwive less tlIill1 15 percent. Most of these States 

1.1 Earl V. (‘heit, 1,ljrtrU crttrl Rccow,u irf tkc Corosr 
of 15a,1,lo!/,,t(‘~,t, .John Wiley & Sons, Inc., 19Gl. Some 
highlights from this stndy were inclnded in the R/rll~ti~ 
;lrticle of June l!ML 

‘a Ii:IPbRrR w. (“aswell, woVA.Ntor’s Conlp~lrsation BorV- 
fit.u irr Kiwfrtr/;y, Kentncky IAegislatire Research (‘om- 
mission. Resenwh Report, So. 19, 1963. 

lR The hnsic data are published in I’. S. Congress. 
Senate (‘onnnittee on B’inancc, Hcari,,,qs 01, H. It. (;67.5, 

Norifrl Swrrritjl, l’frrt II, lNi5. 1bRges 915~921. 

had had monetary or time limitations on the 
payment of benefits. 

Less than Id pcrcr 

Alabama 
Arkansas 
Georgia 
Indiana 
Kansas 
Kentucky 
Louisiana 
Mississippi 
Sew Hampshire 
Sew Jersey 
Sorth Carolina 
Oklahoma 
South Carolinn 
South Dakota 
Tennessee 
Texas 
Vermont 
Virginia 

1.T to J4.S pc~tToft 

Idaho 
Iowa 
Xaine 
Maryland 
Michigan 
Minnesota 
Missouri 
Montana 
Sebraska 
Sew Nesico 
Wyoming 

3.5 to /r9..9 percent 

Alaska 
California 
Colorado 
Delaware 
Florida 
Sevada 
Ohio 
Oregon 
Pennsylvania 
Rhode Island 
IJtah 
Washington 
West Virginia 

30 percolt or wow 

Arizona 
Connecticut 
District of 

Columbia 
Hawaii 
Illinois 
Massachusetts 
Sew York 
Sorth Dakota 
Wisconsin 

These calculations do not take into account 
future wage increases that the worker, if he had 
not become disabled, might reasonably be ex- 
pected to have had through possible advances 
into better-paying jobs and through cost-of-living 
pay increases and increases resulting from the 
growth of productivity. Since few workmen’s 
compensation laws provide for periodic increases 
to beneficiaries on the rolls as wages rise, the re- 
placement ratios are overstated. Only six juris- 
dictions-the Federal system, Michigan, alld four 
exclusive-fund States (Nevada, Ohio, Oregon, 
alld ~‘asllin~on)--provide for augmenting the 
lifetime :tWitldS of persons living in the present 
on benefit levels of the past.. 

The unmet wage loss is not, of course, a. meas- 
ure of the overall cost. of industrial injury that 
the worker must meet. If he lives in a State that 
llas time or money restrictions on the medical 
benefits furnished, his costs may include a part 
of the medical or hospital bills. ,Ys of I)ecember 
1965, there were 11 such States, with 10 percent 
of the covered workers. A1notller 11 States limit 
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the medical benefits that, are paid in cases of 
owupational diseases.lG 

III addition, the worker may have to pay his 
0~11 legal fees to have his claim brought to a 
successful conclusion. These fees may range up 
to a third of the cash compensation awarded, 
il]tllougll in some States the financial burden of 
])aying fees can be shifted to the employers 01 
carriers uncler specified conditions. Also, in the 
case of severely disabled workers, there may be 
certain fringe benefits provided thraugh the place 
of employment that, may be lost. 

Finally, consideration should be given to the 
wage loss and medical bills of employees ~110 find 
tllemselres excluded from the 1)rotection of tile 
workmen’s compensntioi~ l)rogr:im because of the 
tyl)e of eml~loymeiit or type of injury or disease 
esl~erieiic~etl. There are still 20 States, with sligh- 
ly less than one-fifth of the covered enil~loynieiit, 
tllat IH\Y IWS tll:LLl fllll cwveLxge Of O~~~Ll]~:ltiOlLil1 
tliseases; one of these States 1lilS none. 

It is thus clear that much the larger share of 
the cost of industrial awideuts falls on tile worker 
itlId his family or on public assistance or private 
(*Irarity-far from the origimil intent of work- 
iikt2i’s (‘olii])elisiltioii.*~ Ait the wiiie time, recogui- 
t ion slionld be given to tile economic relief that 
soltke injured workers recbeive tbrougli elnployee- 
Iwlletit ])lalls that are iiicreasingly being used to 
su])])leuient the StiLtLLtOL’y workLiLeLL’s coLul)eLlS;L- 
tiOL1 l)eLiefits or p:Ly casll skImeSs :Lu(l LLle(li(;;ll 

wre I)eLLefits iL1 c:Lses L~oi coreret 1)~ \\.0rkLlleu’s 
c~otkkl)rlks:kt ioil.“ l~~\-ell 111oL’e 5igilitic:mt ill t]ie 
(‘iISe of injuries tllat result in death or ]oug-tel-111 

disability may be t,he benefits payable, in addition 
to workmen’s compensation, under the provisions 
of the Social Security Act. For a totally disabled 
worker, the additional social security benefits, in 
combination with workmen’s compensation bene- 
fits, may equal as much as 80 percent of his 
average mouthly earnings (as defined in the Act) 
before he became disabled.‘” 

Relatibn to Payroll 

(hrt -4 presents another rough measure of 
t]le itlterstate variation in workmen’s compensa- 
tion benefits by relating aggregate cash indemnity 
;rnd medical benefits to payroll in covered en- 
])loymeiit. ‘l’lie proportions computed for 1964 
v;lry frolii iI low of 0.35 percent in Indinm~ t0 :L 
lkiglk of 1.46 l)ercent in Oregon. In 13 States and 
the system for Federal employees, :tccounting fol 
:N percent of the covered work force, aggregate 
heiiefit l)iLyLllelltS anlouuted to less thll l/iL Of 1 
ljercent of covered payroll. Only iu seven States 
with 5 ljercent of covered employment, did bene- 
tit payments absort) ilS Lnucli as 1 percent Of pay- 
1~011. 

,I geographic pattern of benefits as a percent 
of ]~;~yroll is not clearly discernible, but for the 
nkosl l)art, the lowest ratios are fomid in the 

iiidustrial States of the Midwest and the eastern 
seaboard. 

(‘omlxwing chart 4 with chart 3 shows little 
cwrel:ltion between the statutory 1)rovisions for 
wnrpensat ing temporary total disability and the 
aggregate amounts espeucled for all types of 
brnefits as percent of payroll. States wi;h rela- 
t ively I ibernl benetit provisions are among those 
espeiitliug the lowest proportion of payroll fol 
benefits, and vice versa. 

Sevrlit eta11 ,jllris(lictious made 111) tile third wit11 
I he highest \\il~~-~~~~liL~~lll~llt Lxtio (iLielLLtliLLg de- 
l)endeuts’ allownces) iii terms of the percentage 

of wages rel)l:lc*etl for the liist 3 weeks of tern- 

]wr;iry disability. Only 4 of the 17 were also 
ill tlie to]) third with respect to benefits as a 
percent Of l)ily1’011, and six actually were iii the 
~)ottolu third in terms of benefit-payroll ratios. 
- 

I!’ JWfore the establishment of the of&t Jjrovision by 
the l!)(i.; ~llIlelldlllerlts to the Act, full benetits ml&r both 
wtems cold be Jcqable to :t totally tlisabled worlcer. 
‘~‘here is still no limit oii the combined benefits J)ayable 
for disabilities that began before June 1965. 
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CHART $.-Total benefits as a percent of payrolls in covered employment, by jurisdiction, 1964 

Similarly, of the 17 jurisdictions wit)h the lowest, 
wage-replacement. rat.io, seven were in the group 
\rit,h the lowest, benefit-payroll rat.io and five in 
the category wit,11 the highest’. 

Even when other benefits, such as medical 
services and cash indemnit,y payments in per- 
manent clisabilit,y and death cases, are taken into 
consideration, the correlation is little changed. 
An overall benefit index, for 25 States wit’11 com- 
parable data, that takes into account all these 
other benefits has been constructed by John F. 
Burton, Jr.*O This index, which is int.ended to 
show how t,he States ranked with respect to the 
liberal&y of their laws, has been compared with 
the ranking of States by t.heir benefit-payroll 
rnt.ios as shown in chart, 4. Of t.hose States with 
above-average IiberGty only one-t.hird had regis- 
tered above-nverage benefit-payroll ratios and a 

20 John F. Burton, Jr., The Signifimnce and Came.? of 
lkr Znterstatc Variation8 in tlrc Employers’ Cost8 of 
Worknaen’8 Compensation, Ph.D. Dissertation, the IJni- 
versity of Michigan, l!Wi, pages 134-166. 
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0.50- 0.59% mom0.99% 

mO.60.0.69% m I. M) or more 

similar lack of correlation existed with respect 
to States with below-average liberality. 

It, is apparent, from these data that many fac- 
tors other than statutory benefit provisions in- 
fluence the benefit,-payroll ratio and the varia- 
tions among States in these ratios. These include: 
(1) the frequency and severity of work injuries 
as affected by the hazardous nature of a State’s 
industries, by the age, sex, and occupat)ional com- 
position of the labor force, and by the effective- 
ness of safety and rehabilitation programs; (2) 
the level and distribution of wages and the size 
of the group at. risk; (3) the methods used to 
underwrite the risk; (4) the regional differences 
in cost and accessibilit,y of medical care and (5) 
the administrative and legal procedures and poli- 
cies used in evaluat.ing, adjudicat,ing, and policing 
claims.21 

z1 A full discussion of these factors and others, in an 
attempt to quantify them as causes of interstate varia- 
tions in benefit costs, is found in John Burton, op. cit., 
pages 187 ff. 
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The total cost of workmen’s compensation to 
employers 22 is made up of several elements. In 
addit,ion to benefit c0st.s (commonly termed “pure 
premium”), there are t.he overhead costs (known 
AS “expense loading”) of insuring t,he risk, which 
are reflected in the premium (manual) rates or 
their “equivalent” that employers pay to insure 
or self-insure the risk of work injury. Included 
in the overhead are the expenses of policywriting, 
ratemaking, payroll auditing, claims investiga- 
tion and adjustment,, safety inspect.ion, legal and 
medical services, and general administrat.ion. In 
self-insurance, some of these overhead expenses 
are eliminated or reduced, but. in insurance pro- 
vided by commercial carriers there are additional 
c.harges, such as acquisition costs (commissions 
and brokerage fees), taxes and licenses, and al- 
lowances for underwriting profit. and gain. 

Annual costs for employers in t.he aggregate 
have risen in the 1960’s (t.able 7). In 1964, they 
reached 1 percent of payroll in covered employ- 
ment for the first time since the early 1940’s. 
For most, of t,he 1950’s, workmen’s compensation 
costs were relatively low, hovering at 89-92 cents 
per $100 of covered payroll. 

These overall cost ratios, of course, conceal the 
wide differences that exist. among individual em- 
ployers. The major factors in these differences 
are t,he employer’s industrial classification and 
the hazards of that industry as modified by ex- 
perience rat,ing. The premium rate an employer 
pays, compared wit,h the rate for the same indus- 
trial classitication in another State, also reflects 
the level of benefits provided in his jurisdiction. 
His costs are also influenced by the method he 
uses to insure his compensation liability-through 
a commercial carrier, through an exclusive or 
competitive State fund, or through carrying his 
own risk-and the proportion of his premiunl 
assigned to acquisition costs and costs for services 
and general administration. 

Studies made by the Bureau of Labor Statis- 
tics and the Chamber of Commerce of the TJnit,ed 
St.ates indicate the extent of these industry dif- 
ferences. The BLS, for example, in its sample 

22 Except in a few Western States that require em- 
ployec contributions-primarily toward the cost of medi- 
cal care-workmen’s compensation is entirely employer- 
financed. 

survey of employer expenditures for selected 
fringe benefits reported that such expenditures 
in 1962 for workmen’s compensation averaged 
1.0 percent’ of gross payroll for product’ion and 
related workers in manufacturing industries, 
amounting to 2.4 cents per hour paid.23 The 
range was from 0.3 percent of gross payroll in 
the tobacco industry to $0 percent in the lumber 
and wood products indust,ry. In general, the 
study found that establishments with fewer than 
100 employees had the highest expenditures for 
workmen’s compensation. 

TABLE 7.-hhimated costs of workmen’s compensation to 
employers as percent of payroll in rovered employment, 
1940, 1946, and 1948-64 

--------.------------1----- -- 

lspo.....-.............-...............-.--.--.’ $421 1.19 
1946...~.........~...................~.~....... 726 .91 

1.013 
1.009 
1,013 
1.185 
1,333 
1.463 
3.499 
1,532 
1,666 
1,734 
1,746 
1.669 
2,055 
2.156 
2,323 
2,510 
2,737 

:E 
.a9 

:2 
.97 
.98 
.91 
.92 
.91 
.91 
.a9 

:E 
.9G 
.99 

I.00 
---__ - 

1 Premiums written by private carriers and State funds and benefits paid 
hy selHnsurers increased by 5-10 percent to allow for sdministratire costs. 
Also includes benefit payments and adm.nistrative costs of Federal system. 
Where necessary, fiscal-year data converted to calendar-year data. Hefore 
19.59, excludes Alaska and Hawaii. 

Other 13LS studies for nonmanufacturing in- 
dust,ries show similar variations. In the mining 
industry, workmen’s compensation expenditures 
averaged 3 percent of the gross payroll for pro- 
duct.ion workers in 1960.2’ In fact, for this in- 
dustry, workmen’s compensat,ion was the most. 
expensive of the legally required benefits. A 
study of the finance, insurance, and real estate 
industries shows, in contrast, that expenditures 
for workmen’s compensation equaled only 0.2 per- 

23 Bureau of Labor Statistics, Employer Expenditure8 
for BcZectefl Aupplcmentary Compensation Practice8 for 
Z’roduction and Related Workers, Composition of Payroll 
Nour8, .1fanufacturing Industries, 1962 (Bulletin No. 
1X28), 1965, table 23. 

24 Bureau of Labor Statistics, Employer Expenditures 
for Selected Supplemcutary Remuneration Practices for 
Z’roduction Workers in Mining Industries, 19GO (Bulletin 
So. X332), 1963, table 17. 
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cent of the gross payroll for all employees in 
1961.2S Another BLS study provides a contrast in 
costs bet,ween production and nonproduct,ion 
workers2” Reflecting the low incidence of acci- 
dents among white-collar employees, workmen’s 
compensation programs (including the Federal 
Employers Liability Act) entailed expenditures 
of only 0.3 percent of basic salaries in 1963 for 
nonproduction workers (in both manufacturmg 
and nonmanufacturing industries). 

Similarly, the Chamber of Commerce in its 
1963 sample survey of fringe benefits reported 
workmen’s compensation costs incurred by em- 
ployers equal to 0.9 percent, of gross payroll in 
manufacturing industries and 0.5 percent’ in non- 
manufacturing industries, for an overall rat.io 
of 0.8 percent.” These rates ranged from a low 
of 0.1 percent for banks, finance, and insurance 

~c~~t~~pat~ies to 11 high of 1.3 percent in stone, clay, 
ittld glass products and in primary metal indus- 
tries. 

Not only do cost,s vary from one industry to 
another but, also from one Sate to another, as 
might be ant,icipated from the State differences 
noted in aggregat,e benefit,-payroll ratios. Policy- 
year data for 1968 from the National Council on 
(~ompenstttion Insurance show t,hat. earned pre- 
miums as a percentage of insured payrolls ranged 
from 0.6 percent in Utah to 2.4 percent in Louisi- 
ana with a national average of 1.3 percent. About 
two-fifths of the States had rates of 0.8-1.1 per- 
cent, and only three had rates lower than 0.8 
percent. The rates were 1.4 percent, or more in 
about, 3 out of 10 of t,he jurisdictions, including 
three with rates of 2.0 percent, or more. These 
rates do not differ materially from those com- 
puted for other policy years after World War II 
(SUCK as 1946, 1954, and 1958), but they are 
lower than the rates computed for 1940. At that, 
time, two-fifths of the States had rates of 1.4 

25 Bureau of Labor Statistics, Rmplofjcr Eapotditw-ca 
fat’ Relcctcd Rtcpplcmcnfar~ Rcrn~rncrution l’ractictn, 
I~‘itrnncc, Insurance, anti RcaZ Estate Inh.~trh, 1.961 
( Rnllctin So. 1419), 1964 page 34. 

z(i Rureau of J,abor Statistics, Nupplcmcntary Compcn- 
Witi ffW Sf?~~p/Wl?tf?ifm 1i’OrkWS, 1S(i$ (Bulletin No. 
14i’O), 1965, table 1. 

yi Chamber of Commerce of the I’nitetl Stntes, FtQqc 
Itf~nr’fit.9 f.963, 19&i. table 15. 
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2;;~” S.-comparative loss ratios, private carriers, 1950- 

[Amounts in millions] 

Direct writings related to 
direct losses paid 1 

Direct 
writings’ 

Direct 
losses 
paid 

__--- -- 

Total.. $19.052.9 10.312.9 
-- -- 

1950.-....-. 721.5 381.3 
1951......T. 344.5 444.4 
1952-m..--.. 956.3 491.0 
1953--...-.- 1.074.1 524.2 
1954 ________ 1,067.3 540.5 
1955-e...... 1.078.4 562.5 
1956.. _.._.. 1.152.8 618.1 
1957 __._____ 1.234.1 660.9 
1958-....-.. 1.235.0 694.4 
1959-e...... 1.322.5 752.6 
1960.....-.. 1.452.3 809.9 
1961-....-.. 1.530.9 850.9 
1962 __... -._ 1.651.1 924.0 
196X..-.. 1.782.3 987.6 
1964 1,949.a 1,070.6 

-_ 

LOSS 
ratio 

54.1 

52.8 696.6 427.7 
52.6 789.9 518.5 
51.3 9Q3.7 571.9 
48.8 1,010.6 605.4 
50.6 1,OlO.E 561.4 
52.2 1,027.g 594.3 
53.6 1,103.4 649.3 
53.6 1.173.5 706.7 
56.2 1,193.9 746.6 
56.9 1,271.4 821.7 
55.8 1.367.9 374.2 
55.6 1.434.0 930.8 
56.0 1.562.6 982.1 
55.4 1,671.3 1.071.7 
64.9 1.827.8 1,153.4 

- 

_- 

3 _- 

Earned premiums related 
to incurred losses 3 

Earned 
PE- 

miums 4 
_-- 

13,045.3 

-7 

I 

t -- 

:ncurred 
losses 

11.215.7 

Loss 
ratio 

---- 

62.2 

61.4 
65.6 

2:: 
55.5 
57.8 
58.8 
60.2 
62.5 
64.6 

E:i 
62.8 
64.1 
63.1 

1 ISeIore 1959, excludes Alaska and Hawaii. 
2 Data for 1950-53 from Spectator: I~w~ranee by States of E’irc, Marine, 

Casualty, Surety and MiscclIaneous Lines. annual issues. 1959-64 data 
compiled lrom published and unpublished reports of the State insurance 
commissions. 

x From National Council on Compensation Insurance, Ins~roncc Ezpensc 
Exhibit (Countrywide), annual issues. 

4 Disregards dividends to policyholders but allows for premium discounts 
and retrospective rating. 

percent or more, while fewer than one-third of 
the jurisdict,ions had rates that were lower than 
1.2 percent.2h 

Once again it should be cautioned that the vari- 
&on in t,hese rat,ios, like those of benefits t,o pay- 
rolls, is due to a mult,iplicity of factors, of which 
benefit costs is only one. 

Loss and Expense Ratios 

A comparison of the benefits paid (table 4) 
with the premium costs (table ‘7) gives a rough 
indication of the proportion of the premium 
dollar that reaches the injured worker. In 1964, 
the $1,705 million paid out in cash and medical 
benefits amounted to 62 cents for every dollar of 
the $2,737 million spent by employers to insure 
or self-insure their work-injury risks. Between 
1958 and 1963, higher proportions of 63-65 per- 
cent were registered. Before 1958, the rate of 
return was lower, with lows of 53 percent and 

2R For a detailetl methodology for measuring interstate 
variations in workmen’s compensation costs for selected 
employer classifications, using primarily National Coun- 
cil data, see .John F. Rnrton, .Jr., Interstate Variations 
i~t Emplo)lcrx’ (“ost8 of Workmen’s Compensation, W. E. 
I&iohn Institute for Employment Research, May 1966. 
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57 percent, computed for 1948 and 1953, respec- 
t ively. 

The ratio of benefits paid during the year to 
insurance costs for the same year-the loss ratio- 
is sllbject to considerable misinterpretation. 11~ 
the first place, the overall ratio conceals sharply 
y:lrying ratios that result from differences in the 
insurance mechanisms. Thus, for self-insurers 
:~ltl the system for Federal employees, the ratio 
is !)()-!I5 percent because the cost is figwed on the 
IMsis of payments during the year plus adniinis- 
1 rat ive expenses. For participating (dividend- 
1):iyillg) c::iri.iers-l)rii~i:lrily mutual companies- 
and for some State funds, the ratio is lower than 
it would be if dividends could be taken into a(*- 
~‘01111 t . That is, the cost for employers insured 
I)y these carriers is overstated to the extent that 
1)art of their premiums may later be returned ii1 
the form of dividends. 

For all private carriers and State funds, more- 
over, a loss ratio based on losses paid during the 
year is lower than one based on losses incurred. 
This cliflerence is especially great in a period 
when insured payrolls are rising rapidly. The 
large amounts of premium income that. must be 
set aside to cover liabilities for future payments 
may be considerably higher than the amounts 
paid during the year in cases continued from 
earlier years when wages and compensation rates 
were lower. 

The extent of the dif&rences in the loss ratios 
c~omputed by the two methods may be seen in 
table 8. Relating losses paid to direct premiums 
written produces an average loss ratio of 54.1 
1)erceilt for private carriers for 1950-64. The loss 
ratio is 62.2 percent when losses incurred are 
related to premiums earned. The effect of busi- 
ness activity on these differences may be noted. 
The largest yearly differences were registered ill 
the early 1950’s when the upward trend of busi- 
uess bind payrolls was most pronounced. As the 
grO\\.th in the economy slackened, the yearly 
tlitferences narrowed to G-6 percentage points. 
Since 1959, these differences have begun to widen 
again. 

Whichever series is used, benefit. payments as 
a percentage of premiums have been higher in 
the second half of the period 19BO-64 than in the 
first half. There have been some declines in the 
ratio in the past. few years, but the long-term 
trend is unmistakable. 

11 

The relationship of the amount of losses in- 
curred to the premiums earned is the measure 
commonly used by insurance organizations in 
evaluating and revising their manual rates. Data 
needed to determine this ratio are not available 
in a continuous series going back to 1939 for all 
private carriers or for State funds. The annual 
reports of the New York State Insurance Depart- 
ment, however, contain pertinent data on the 
countrywide business of private carriers opera- 
ting in the State and representing about 80 per- 
cent of all business underwritten for ITnited 
States employers by insurance companies. From 
these data, some general observations can be made 
on the loss ratios, expense ratios, and underwrit- 
ing gains experienced by stock and mutual in- 
surance companies in underwriting workmen’s 
compensation (table 9). 

C’autioJl must, be used in comparing loss and 
expense ratios, since the mode of operation of 
stock and mutual companies is different. Non- 
participating stock companies, for example, dis- 

TABLE ‘J.-Countrywide experience of stock and mutual 
companies operating in the State of New York, 1939-64 

[Amounts in thousands! 

------_- 1 I I/ II 

Stock companies 

1939-47, total I... $1.934.5.54 
J94&56, total’... 3.920,104 
1957-64, total-m.. 6.131.815 

1957 ........... ..-. 614.827 
1958 ........... ..-. 625,076 
1959 ..-.....-...... 650,829 
1960 ..-............ 724,092 
1961..~ ............ 775.833 
1962 ............... 838,902 
1963 ..... ..-....... 905.170 
1x4 .......... ..-.. 1,001.038 

381.808 
395.673 
427,595 
467,936 
507.127 
529.347 
577,498 
635,659 

-a- 

- 

57.4 $733.512 
59.1 1.403.189 
64.0 2.119.206 

-- ----- 
62.1 215.804 
63.3 218.152 
65.7 226.488 
64.9 254.156 
65.7 268.615 
63.1 290,260 
63.8 311.378 
63.5 334,347 

- 

37.9 4.7 
35.8 5.1 
34.5 1.5 

35.1 
34.9 
34.8 
35.1 
34.8 
34.B 
34.4 
33.4 

2.8 
1.8 

-. 
.i 
5 

2:3 
1.8 
3.1 

- 
Mutual companies 2 

-___i-__ -_ 
1957 . .._....... ~._. 
19.%..- . . .._..... _. 

206,823 58.1 
1959.-...........-. 

217.678 61.3 
190X...-......... 

239,791 63.4 
259.tw 62.9 

1961._.....__.... __ 269,356 62.5 
m.........-.. 
196% .__ ._ ._. __._ 

28R.621 61.4 
324,288 65.8 

1964.. ____._..___ _. 334,608 63.7 
I / 

’ Annual Figures previously published in the articles on workmen’s corn- 
pensstion that appeared in the Social Security Ralletin. March 1954 and 
Aupust 1958. 

? All Bcures disregard dividends to stockholders. which if taken ir to con- 
sideration result in hipher loss ratios and expense ratios; net gain ratlo rep- 
resents ratio before dividends to policyholders. 

Source: Compiled from data in the Annual Reports of the New York State 
Insurance Deportment and from data in the Annual Casualty-Surety 
Editions of the Ea.&-m Underwriter. 
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1 ribute protits among their stockholders, but the 
bulk of the profits of mutual companies is re- 
turned to policyholders as dividends-represent- 
ing in essence the difference between the antici- 
pated and actual cost of insurance. Precise data 
on the amount, of clividends returned to policy- 
holders are hard to obtain. Companies issuing 
workmen’s compensation policies on a pnrtici- 
pating basis generally est’imate dividends equal 
to 10-15 percent of premium income.29 If the 
clata in table 9 were adjusted to allow for divi- 
dends, the loss rat,ios for mutual companies would 
be increased by about ‘i-10 percentage points and 
the expense rnt,ios by 3-5 points. 

Without this adjustment, the average loss ratios 
of mutual and of stock companies for the period 
1957-64 are not, far apart. Stock companies 
earned $6.1 billion in premiums and paid to claim- 
ant,s or reserved for future paymen& $3.9 billion, 
for a loss rat,io of 64.0 percent ; mut,ual companies 
earned $3.4 billion in premiums and incurred 
losses of $2.1 billion, for a ratio of 62.6 percent,. 
In keeping wit,h the trend already evidenced in 
ta,ble 8, these loss rat,ios are considerably higher 
than those recorded in the earlier periods. 

The effect of such high ratios on underwriting 
gains and profits is readily demonstrated. Stock 
companies reported an underwriting profit of 
only 1.5 percent for 1057-64, compared with 5.1 
percent and 4.7 percent for the periods 1948-56 
and 193947. Mutual companies, likewise, re- 
ported a drop in their underwriting gain from 
20.1 percent in 193947 to 17.4 percent in 1948-56 
to ll.S percent in 1957-64. 

The averages conceal wide year-to-year fluctua- 
tions. I)uring the past 25 years, the underwriting 
gain for stock companies has ranged from a profit 
of 10.6 percent in 1948 to a deficit of 4.2 percent 
iii 1951. For the mutual companies, the fluctua- 
tion has ranged from a net. gain of 24.5 percent 
in 1948 to 7.4 percent, in 1963. 

(;enerally speaking, stock companies have 
found the workmen’s compensation line less 
profitable than have the mutal companies. ~11 
il~~l)ortant factor has been the lower expense 
ratio of mutual companies. In 1957-64, stock 
(*ompanies incurred expenses averaging 34.5 per- 

” F()r Some recent estimates of tlividends payments. 
we John I<‘. Jiurton, .Jr., Intwstatc T’ariations in en~pzoy- 

m-8’ (‘0d.Y Of ~~70rlinfcn’s f’onlporsatio~~, IT\‘. li:. I.Tpjohn 

Jnstituk for Ii:mployment Research. May 1966. page 3.;. 
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TABLE IO.-Administrative expenses incurred as percent of 
net, premiums earned, by category of expense and by type of 
private carrier, 1950, 1955, and 1960-64 

Expenses incurred as percent of net premiums earned 1 

, 
go;i- ’ 

Safety 
Yeal Totali Investi- field ’ 

g&ion snper- TWZS, 
and ad- vision, licenses, 

intgy 

justment and eel- and fees and P-J;;” 

,of claims leetlon engi- 
ex- neering 

I 
pens&5 * 

Nonparticipating stock companies 

1950 . ..____ 40.9 
1955-w..... 36.5 
1960 ___.... 36.9 
1961....... 36.4 
1%2....... 36.4 
196..-... 36.1 
I96L .____ 35.0 

-_---__ ~. 
10.3 17.4 3.8 ’ 1.6 

2: 15.8 15.4 3.5 3.6 1.4 1.2 
9.2 15.2 3.6 1.1 
9.2 15.2 3.6 1.1 
9.0 15.1 3.8 1.1 
8.7 14.8 3.8 1.1 

Other 3 

---i--- 
2.7 
2.3 
1.9 
1.7 
1.7 
1.6 
1.5 

5.1 
4.8 
5.4 
5.6 
5.6 
5.5 
5.1 

I’artiripatin~ stock companies 
--- ------ 

-i------- 
1950 ._..__. 28.6 8.2 11.5 
1955....... 28.3 7.9 11.9 
1960 ._..... 26.8 8.3 11.0 2.3 
1961.....__ 27.3 8.8 10.8 2.4 

:; .6 3.9 
3.8 

1962....-.. 26.8 8.6 10.6 2.4 .7 :! 3.8 
1963 . . . . . . 26.0 8.5 10.3 , 2.4 
1964..~.... 26.4 9.2 j 10.2 2.4 it: 

~---!--I-- I I I 1 - 

Mutual companies 
‘---T-- 

1950 . ..____ 25.0 
1955 _.... -. 25.0 
1960 __... -. 25.6 
1961....... 25.8 
1962 . ..____ 26.0 
1963......- 27.0 
1964 . . . . .._ 27.0 

8.3 
8.5 
8.7 
8.8 
9.1 

7.4 
7.5 
7.4 
7.4 
7.4 
7.7 
7.5 

;:; i 
3.0 
2.8 
3.0 
3.3 
3.4 

2.3 
2.3 
2.2 
2.1 
2.2 
2.2 
2.1 

1.2 
1.1 
1.0 
1.0 
1.0 
1.1 
1.0 

3.0 
3.6 
3.7 
4.0 
3.7 
3.9 
3.9 

1 Net premiums earned excludes premium discounts and retrospective 
adjustments but not dividends. 

2 Includes commission and brokerage expenses. 
1 Includes general administration and rating bureau expenses. 
Source: National Council on Compensation Insurance, Insumnee Ezpeme 

E.rhibit (Cozrntrwide), annual issues. 

cent of premiums earned, and mutual companies 
incurred expenses averaging only 26.1 percent of 
premiums earned. 

The diflerence in expense ratios between stock 
and mutual companies has been narrowing. I>ur- 
inp the period 193947, the expense ratio for stock 
companies averaged 37.9 percent and has been 
dropping since then. Conversely, the expense 
ratio for mutual companies averaged 22.8 percent 
in 193!)47 and has been on the rise since t,hen. 
The difference would be less if dividends were 
taken into account. 

The disparity in expense rat,ios is primarily 
due to the greater acquisition costs of stock com- 
pauies. Stock companies sell the major propor- 
tion of tlieir policies through commissioned 
agents and mutuals sell most of their policies’ 
through salaried employees of the company. In 
recent years, acquisition and field supervision 
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TABLE 1 l.-Benefit payments and administrative expenses 
in relation to premiums written, 18 State funds, 1950-64 1 

[Amounts in millions] 

YCSl Premiums 
written ) 

_-___- ~-- 
Total. _ _ $4.691.1 33,392.2 

-- 
127.7 
140.9 
158.3 
170.4 
183.2 
192.6 
209.5 
216.7 
225.9 
247.6 
266.0 
287.0 
307.3 

“2:: 

12.3 $432.5 _- 
73.6 16.5 
68.3 18.6 
69.2 20.4 
68.1 21.9 
68.9 24.1 
68.9 24.4 
64.6 26.0 
72.0 26.3 
74.7 29.6 
75.4 31.2 
72.5 33.6 
77.4 36.0 

;Yf 
38.3 
41.5 

72.1 44.1 
- 

BeneAts 
as percent Adminis- 

Of trative 
premium expenses X 

.- 

EXpeIlW 

8s pedfcent 
premiums 

9.2 

9.6 
9.1 
8.9 

E 
8.7 
8.0 
8.7 

Z 
9.2 
9.7 
9.7 
9.6 
9.4 

1 For 9 States flscal-year data converted to calendar-year data. 
? Disregards dividends to policyholders but allows for premium discounts. 
s Excludes loss-adjustment expenses for certain competitive State funds. 

estimated at 6-9 percent of premiums. Includes administrative expenses 
financed through appropriations from general revenue. 

Source: Spectator, Inrurance by States, annual issues; Arnrte Ca.wtalty nnd 
Sarctu CAart. annual iswes; and State reports. 

costs have averaged about 15 percent of premiums 
earned for stock companies and 7-S percent (be- 
fore dividends) for mut,uals (table 10). ,Qnother 
factor contributing to the disparity is t,he smaller 
average size of risk insured by stock companies. 
As a general rule, the smaller the policy, the 
greater the proportion of premiums that is re- 
quired for handling it.30 

For the competitive and exclusive State funds 
the ratio of benefits to premiums or contributions 
are considerably higher than they are for the 
private carriers. Table 11 shows that, for 1950- 
64, benefits paid amounted to 72.3 percent, of the 
premiums written for the 18 State funds-18 
percentage points greater than the corresponding 
ratio for private carriers (table 8). Fluctuations 
in the ratio for State funds have generally fol- 
lowed the trend revealed by private-carrier data, 
with the second half of the l&year period show- 
ing c.onsiderabIy higher ratios than t.he first half. 

The loss rat.ios shown in table 11 are not strict- 
ly comparable, however, with those reported for 
private carriers in t,able 8. First, the premium 
income of State funds is more likely than t,hat of 
private carriers to reflect anticipatory dividends 

$0 For a further analysis of expense ratios and work- 
men’s compensation costs under private insurance, see 
Ashley St. Clair, “Occupational Disability-Privately 
Insured,” in Occupational Diffabilit~ and Public Policy, 
op. cit., pages 91-123. 
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or advance discounts on the manual rates charged 
standard risks. For private carriers, especially 
mutual companies, the difference between the an- 
ticipated and the actual cost of insurance is usual- 
ly reflected in ex post facto dividends returnable 
to policyholders-an item not taken into account 
in table KS1 Second, the premium charges of 
some State funds, especially the exclusive funds, 
do not, or need not cover allowances for certain 
items included in the premium charges of private 
carriers-maintenance of adequate reserves, for 
example, administrative and legal services 
financed through public appropriations or pro- 
vided by other government, departments, and 
taxes and other special assessments. Third, bene- 
tit outlays for the State funds reflect the fact. 
that, the States generally insure an undue propor- 
tion of the high-hazard undesirable risks, many 
of which cannot get insurance from private car- 
riers. These three factors combine to increase 
the loss ratio for State funds. 

Since competitive St’ate funds spend a very 
small proportion of premiums for business- 
getting, and exclusive State funds spend prac- 
tically nothing, it is to be expected that the ex- 
pense ratios of State funds are lower than those 
of private carriers. For the years 1950-64, ad- 
ministrative costs (excluding loss-adjustment 
expenses for certain competitive funds) of all 
State funds averaged 9.2 percent of premiums 
written (table 11). Exclusive funds devoted, on 
the average, 6.7 percent of premiums to expenses 
and competitive funds 11.6 percent. These ratios 
do not vary significantly from year to year. 

*4 comparison of the expense ratios of State 
funds and private carriers must, however, like 
the comparison of their loss ratios, be made care- 
fully. Private carriers include in their expense 
loading certain charges, noted above, that. not 
all State funds are required to meet out of their 

premium income-taxes, for example, and those 
administrative expenses absorbed by other gov- 

31 The Social Security Administration questionnaire 
sent to State insurance commissions to obtain 1964 work- 
men’s compensation data asked for information on divi- 
dend experience. For the 10 States that furnished data, 
dividends under private workmen’s compensation policies 
(including both nonparticipating and participating poli- 
cies) amounted to 6.6 percent of premiums. If the data 
in table 8 were adjusted to allow for this rate of divi- 
dends, the loss ratios would be increased by 4-5 per- 
centage points. 
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ernment departments. In addition, private car- 
riers generally provide special consultative serv- 
ices in the fields of accident prevention, rehabili- 
tation, payroll auditing, program planning, and 
merit rat.ing that, may be inadequately furnished 
by State funds. 

The magnitude of these services is shown in 
table 10. Taxes, licenses, and fees, for example, 
generally take 24 percent of premium ; inspec- 
tion and safety engineering, l-2 percent; and 
payroll auditing, l-2 percent.. Some State funds, 
however, would have a lower expense ratio than 
indicated if the premium volume were adjusted 
to include the amounts from general revenues for 
operations. 

State Administrative Casts 

Anot,her cost item of workmen’s compensation 
involves the expenditures of State administrative 
agencies in supervising the operations of the in- 
surance carriers and in exercising adjudicative 
and enforcement powers to ensure compliance 
with the law. These administrative costs for the 
fiscal yea.r 1964 amounted to $30.2 million for the 
District of Columbia and the 39 States for which 
data are available (table 12). 

Not all of this amount, however, represents a 
cost in addition to that paid by employers, as 
shown in table ‘7. In 20 States, expenses amount- 
ing to $19.1 million were financed through assess- 
ments against, the insurance mediums and were 
already reflected in the premium charges of 
carriers to employers. Only where administrative 
expenses were financed through appropriations 
from the general treasury (19 States and the Dis- 
trict. of Columbia) did such expenses---totaling 
$11.1 million-represent a cost of workmen’s 
compensation in addit,ion to that charged in 
premiums. 

Although Stat,e administrators prefer to have 
workmen’s compensation costs financed through 
assessments rather than legislative appropria- 
tions, only one State has made the switch during 
the past. quarter century. The relative amount of 
trdminist.rative dollars available under the two 
methods of financing can be calculated. In 1964, 
in the States that relied on legislative appropria- 
tions, there was allocated for administration $1.57 
for every $100 of benefits paid; in the States that 

TABLE 12.-Administrative costs of State agencies by 
method of financing, 1950-64 1 

[Amounts in millionsI 

Financed through Financed through 
Tota! legislative essaasments on 

Fiscal year a~r~~v~- sppropriations carriers 

costs 
Amount Percent Amount Percent 

---___-- l-------l k------ 
1950 ____ - - - -- 
1951_____ ____ 

St;.; 
% i: ‘Z ii 

1952.. __ _ _ __ _ 14: 1 
1953...-.--- 15.5 ::: 3": 

9.0 
10.2 : 

1954.-...~- 16.1 2: 10.5 65 

1955..-...-. 16.7 10.9 1956.....-- 17.3 6.0 

;I 

11.3 ii 

1957...-..-.. 19.1 ;fi 34 12.6 1953.....-- 21.1 

717 

iI 13.7 ii 

1959 _________ 23.3 15.6 lee0 ____ _ ---- 8.1 34 15.8 ie7 
1961... _ _ _ _ _ _ 

ii:: 
8.7 ii 16.2 65 

1962...-..... ;.i:i 9.3 17.0 19&X... ___.. 10.5 :: 18.1 2 
19&... ----- 30.2 11.1 19.1 63 

1 Includes the District of Columbia. Excludes the 7 States with exclusive 
funds and the Federal system, where the task of administering the law is 
generally merged with that of providing insurance protection. Also excludes 
the 4 States where the laws are court-administered and, before 1960, Alaska 
and Hawaii. 

Source. Compiled from State budget, Anan~e~, and treasury documents 
and annual reports of State administrative sgenaes. 

relied on assessments the administrative agencies 
received $3.07 per $100 of benefits disbursed. 

SUMMARY 

Alt.hough the number of workers covered by 
workmen’s compensat,ion has doubled since 1939, 
much of this growth is attributable to the growth 
in the labor force. Statutory extensions of cover- 
age have played only a limited role. Except for 
the period of World War II and the immediate 
postwar period, the proportion of the labor force 
covered has remained relatively stable-at about 
80 percent. 

Similarly, although benefit outlays have in- 
creased sevenfold from 1939 to 1964, much of 
this growth is accounted for by economic factors 
-labor-force expansion and rising prices and 
wages--as well as the higher benefit maximums 
enacted in an attempt to keep pace with these 
economic changes. Some st,atutory liberalization 
of benefits that represent real gains has also taken 
place-mainly in the area of medical benefit,s, 
coverage of occupational diseases, and retroactive 
waiting-period provisions. 

Despite statutory changes, the proportion of 
wage loss compensated, as measured here, has 
fallen sharply since 1939. The deterioration in 
the relation of benefits to wages was particularly 
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acute during the post-World War II period, 
reaching a low point in the early 1950’s. Since 
then improvements in the laws have started to 
catch up with economic developments. Neverthe- 
less, the evidence today is that the average worker 
is still meeting out of his own resources the larger 
share of the cost, of work injuries. Benefit pay- 
nients in the 1960’s as a percent of payroll are 
still lower than in the prewar period, though 
higher than the ratios registered in the decade 
after the war. Similarly, the annual cost, to em- 
1)loyers of workmen’s compensation as percent 
of payroll in the 1960’s, though somewhat, higher 
llian the averages of the 1950’s, is still lower than 
the prewar rat,ios. 

The costs of workmen!s compensation, however, 
have not increased as fast as benefit payments. 

The result is that the proportion of the premium 
dollar finding its way back in benefits to the 
injured worker or his dependents-t,he loss ratio 
---has been rising. The loss ratios continue to be 
lower for private carriers than for State funds- 
about 18 percentage points in the period 1950-64 
-although adjustment. for differences in the 
method of calculation would reduce the gap. The 
proportion of premiums that. go for administra- 
tive expenses-the expense ratio-is still an im- 
portant element accounting for t,hese differences. 
Expense ratios have averaged M-38 perc,ent for 
stock companies, 23-26 percent, for mutual com- 
panies, and 12-15 percent for State funds (in- 
cluding an estimated allowance for loss of ad- 
justment expenses). There has been some nar- 
rowing of these differences over t.he years. 
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