
program would operate under future conditions 
that m&t rensonnbly be expected to develop 

The figures used here are based on the alternn- 
twe II or “mtermed~nte” nssumptlons from the 
1977 Trustees Reports, mcludmg nssumptlons that 

-the fertlhty rete nil1 continue to decrease (from 
its estimnted lexe, m 1910 of 171 eh,ldre” ,,er 
aoman), go,n~ doan to 16; cbxldren DW \\““I”” I” 
1980, then the rate IS assumed t” increase 3rad”nlly, 
reaehmg 2 1 by 2OO.i ““d rern”,“,“~ ,e,el thereafter 
-d,snb,hty incidence rates \1 ill continue fnrreasm& 
reaehm:: an ultimate lrtel in 1986 that 18 33 wrcent 
greater than the e~tmmted 1077 level 

lncrense to a” ultimate level that is 13 percent 
greater than the 1076 level 
--after 1’)Rl, the Cn”su,“er Price Index will increase 
by 4 ~,erce”t nnnunlly 

-hospital costs all, fnrrense by about 15 rx?ree”t 
annnally for the next 5 yam. stter 10 years the 
annual n,crense is nss,,med to be about 10 percent 

Assumptions ~~-ere also made c,oncernmg other 
vnrlnbles, such ns the tmung pattern of fertlhty, 
mlgrntlon levels, insured status, dlsnbdlty ter- 
mlnntmn rates, mnrltal status, admuustmtwe 
expenses, and interest rates 

Notes and Brief Reports 

Workers’ Compensation Coverage, 
Benefits, and Costs, 1976* 

Reflectmg the nnprovmg economy, the number 
of workers covered by \\orkers’ compensatmn 
programs m an average xeek mcronsed to 69 1 
mdhon m 1376 This 31-percent r~,e from the 
number a year enrher roughly paralleled groxs th 
m employment t,hroughout the cwlhnn labor force 
(3 4 percent) durmg the sune permd 

Benefits pad to workers and the cost of the 
program to employers both rose substantmlly, 
as they have for several yesrs In 1976, benefits 
totaled nearly $7 5 bdlmn and program costs, 
mcludmg sales expenses, proI&, and costs of 
adnumstratmn, amounted to 5109 bdhon The 
latter figure represents a notable rxe of almost 
$2 bdlmn or nlmoqt 23 percent over 1975 costs 
The mcrease m costs from 1974 to 1975 xas 13 
percent The 19% rate of growth \%ns more than 
double the averngo rate during 1970-75 Most of 
the growth In costs was exphuned by the con- 
tinued rue In st,atutory benefits payable for 

se 

medlcnl care and In mdemmty awards and by 
contmued mflntmn Durmg 1976, for example, 
the medxnl care component of the Consumer 
Pnce Index rose 9 5 percent ) 

COVERAGE 

The number of norkcrs protected by workers’ 
compensatmn lavs rose m 1976 by 2 1 mllhon 
In 1975, In contrast, It had fallen by 800,000 as 
n result of the natmnal econonuc dcclme thnt 
year In 1976, the proportion of all employed 
nngo and salary xorkers covered by the laws rose 
to 88 5 percent, one percentage pant higher than 
m 1975 This proportmn has been grwmg snvze 
1971 

The 1976 advance in coverage \\as consistent 
wlt,h a turnabout m the economy Statutory ex- 
tensions of coverage also had an Impact during 
the year Though an estmmted 200,000 >lorkers 
were added by Iax m 1976 to the covered work 
force, the unpetus toward new statutory covernge 
has clcnrly slowed dorm m the past fern years 
In 1976 (and ng,zm In 1977) a few States actually 
made mmor addltlons to tho provlslons excludmg 
cert.un norkers from protectlon As the propor- 
tmn of xorkers protected becomes rather high, 
of course, those still left out tend to be persons 



who for admnustretlve or other reasons are the 
most d&cult to mcorporate Into the system 

Payrolls covered under norkers’ compensiltmn 
laws are estmmted each year by the Soaol Secu- 
rlty Admmlstratlon For lQ76, $72Q-$733 bdlmn 
mm pmd to employees covered under voorkcrs 
compensntlon ll~ns-Q percent Ingher than the 
level for the precedmg year Covered pnyrolls 
represented about R4 percent of total cwlhnn \xage 
and snl.wy d~sbnrsements The proportmn has 
fluctunted nnrronly (R4-86 percent) for nt least 
1R yenrs 

BENEFITS 

The $7,463 null~on m ca,sh and medical care 
benefits p:ud to qured \\“rkers m 1076 repre- 
sented R 14 5.percent mcrease over the 107.5 
figure This rate of chnnge nos 13 1 percent 1 
year enrher Improvements m statutory prow- 
s~ons, higher nnge Icwls, nnd a contmumg r,se 
m the number of protected workers have xl1 been 
factors m a pnrt1cnlnrly large mcrense In nggre- 
@te benefits repxtered durq the 1970’s 

Another element that has mfluenced the amount 
of benefits pmd 1s the extent of work-related 
dlsnblhty The J%ureau of Labor Stntlstlcs per,- 
od&ly pubhshes data on lost norkdays resultmg 
from “ccupntlonal qury and illness m prwate 
Industry’ XThen the number of workddys lost 
per workday-lost case 1s computed, n slol~ly 
upnard movmg nverage 1s revealed 

To the extent thnt workers’ compensntlon chums 
loads have also folloxled tlns pattern, nggregnte 
benefits recorded here presumnbly ha>e also r~en 

One component of xorkers compensatmn pay- 
ments-that ,s, payments to con1 mmers nnd their 
SUPV~P”I‘S under the Federal “black lung” pro- 
pun, Int Its peak m 1973 and has smce leveled 
off As the folloning tnbulnt,l”n shons, the $Q81 
m~lhon pnld m black lung benefits m lQ76, al- 
though stdl n mqor component of all norkers 

c0mpensnt10n pnyments, was Just 2 5 percent 
h@er than the 1975 amount Payments made to 
mmers ~110 filed thar chums after June 1973 
nre the responslblhty of the Department of Labor 
Relatively few nen clums filed smce that date 
have been pald, partly ns a result of htlgxtlon 
chslleng~ng such awards 

With the r&t&y stable black lung payments 
excluded, \\orkcrs’ compensntmn benefits were 
16 6 percent h@er m 1976 than m iQ75-the 
second hqhest annual rate for rcgul<rr program 
benefits smce the ser,es began m 1939 The tabu- 
latlon above also shows that regular propram 
benefits for medlc,zl cue, for dlsnblhty, nnd for 
SU~V~VOPS rose at about the same rate, but most 
of the proportmnnl go\, th for black lung benefits 
(not mcludmg the mmor amounts for medical 
care) occurred m the death-benefit segment 

The slrnrc of regu1.w benefits devoted to medl- 
cnl care, to cash mcome for dlsnblllty, and to 
,ncome for survwors has been about the snme for 
many years A httle more than one-third has 
pne for medxnl care costs, someuhat more than 
one-bnlf for cash dlsnb&y benefits, and loss than 
one-tenth for SIII‘Y~V”I‘ benefits 

Renefits pud by State and by type of msurance 
cnnwr 1x1 1975 nnd 1976 are shown m the nccom- 
pnnjmg tnble The $3,976 m~llmn pud through 
prwate msurnnce accounted for 53 percent of t,he 
total m 1076 With the nmounts disbursed under 
the black lung program excluded, msurnnce pny- 
mcnts represented 61 percent of the total, n pro- 
portlon that ha3 remnmed about the some for 
many years Payments made through State funds 
(25 percent of the 1976 total) and through self- 
msured employels (14 percent) also exhIbIted n 
&her st,oble pattern 



State Benefit Patterns 

Statutory mnxnnum xeekly benefits rose m 
all but nme Jurlsdlctmns m 1976, &her through 
leglslatmn or, as was more often the case, as ~1 
result of “flexible” mnxunum-benefit provlslons 2 
Two of the nme jurlsdxtlons that did not mcrense 
benefits m 1976 enacted lans hbcrahzmg benefits 
effectwe m 1977 or l&r 

Not only did the statut,ory benefit amounts 
me, but m at least seven States the formula 
for detcrmmmg the maxmunn amount was 
hbernhzed, up to 100 percent of the State avernge 
wage m several cases (In 1975, 12 States raised 
them benefit-wage formula ) 

Notable 1s the contrast m benefit-amount pat- 
terns between States that adopted flexible mnx~- 
mum-benefit provIsIons as of the end of 1976 
and those that st,lll rehed upon nd hoc loglslatwe 
amendments to keep benefits abreast of changmg 
wage levels Thwty-six of the 3D jurlsdlctwns 
(mcludmg the Federal employees’ program) wth 
flexible-maxnnnm prowsmns rnlsed their benefit 
levels in both 1975 and 1976 The exceptions were 
two States m which the automntlc procedure nas 
not mst,ltuted until 1976 and one where the 
mcrense m xxnges reqmred to estsbhsh a new 
weekly benefit amount was not sufficient In 1975 

Both m 1975 and 1976, only four out of the 13 
]urlsdlct,mns wlthout automatic mcrense prove- 
slons mcreased benefits Three of the 13 pwlsdm- 
t,mns had adopted flcxlble provwons by tho end 
of 1977 Among the remmmng 10 stdl relymg 
on ad hoc statutory benefit mcrenses are Cah- 
for& and Nev York, the t\>o with the largest 
work for&, ‘except for Anzona, all the other 
St,ntes are in the South or Midwest 

As the follovmg tabnl<Ltlon shows, the rate of 
mcrease’ m t,otnl benefit payments from 1975 to 
1976 varvad consldersbly among the States A 
greater number of States >n 1076 than m 1075 
had high annual rates of growth m benefit p&y- 
mats (15 percent or more) The dlstrlbutlons m 
terms of covered Rorkers In these States demon- 
strates a smnlnr upunrd pattern Note that about 
one-thnrd of the \lorkers under norkers’ com- 
pensntmn laws are m States that mcrensed tholr 
1376 benefit payments by at least 20 percent over 
their 1975 payments 
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As m many other soaal msurnnce and related 
programs, the benefits pald m a few States wth 
the largest number of covered aorkers accounted 
for a dlsproportmnate amount of total benefits 
Employers In each of SIX States pald at least 
$300 mdhon m benefits m 1976, with Cahformn 
alone paymg $842 million I’aymcnts m these ax 
lurlsdlctlons accounted for more than 41 percent 
of nll norkers’ compensntlon benefits among the 
St&s (that 1s) Rlth expenditures for Federal 
employees and black lung beneficlxles excluded) 

On n reglonnl bnsls, benefits psld m the Nap 
Englud States sho\\ed the lov.est rate of groat11 
m 1976-Q 4 percent--as they had m each of the 
prev,ous 2 years In the other ports of the country, 
annual rates of change m benefit outlays for 
recent years through 1976 xero not n&able 01 
consistent 

COST RELATIONSHIPS 

The premmm cost of aorkers’ compensnt,~on 
was 148 percent of covered payroll m 1976 This 
ratlo aas 12 percent above the 1975 level-by far 
the largest l-year mcrense smce lQ.10 The cost- 
to-payroll ratm rose r&t&y rnpldly from 1972 
to 1976 (113 percent to 148 percent), compared 
with the change m the precedmg 4 years (1 07 
percent to 112 percent) In fact, the change m 
the lQ72-76 period exceeded the combmed change 
for the 31 enrlw years for which d&n have been 
eompded, both absolutely and relstwely The re- 
cent lnrge mfl.rtmnnry spurt m the economy plus 
the improvements m statutory coverage and bene- 
fit provwons have no doubt been the ma,or forces 
propellmg costs upward 

In absolute terms, $10,852 mllhon ~RS pad 
by employers m 1976 to protect workers ngamst 
nork-related dlsnblbty As uould be expected 
from the we m payrolls In 1376 and the change 



in the cost-payroll relationship, the IQ76 premum Costs as defined here refer to the amounts 
t,otal represented a 22 5-percent nse over the 
$8,8ii7 mllmn 1~75 figure--the largest jump m 

spent by employers ns premum payments to 
prwnte msurnnce compnmes and to State msur- 

costs smce 1918 nnce funds or ns self-msurance benefits (mcludmg 

Est~metes of workers’ compensatmn payments, by State and type of mwranoe, 1976 and 19751 

*tats 



admmist,rative costs, estimated at Q-10 percent 
of self-msurance benefits) Excluded are costs 
associated nlth benefits financed through general 
revenues The largest Item of this type is the 
cost of the Federal black lung benefits program 

In 1976, c&mated costs for each type of m- 
surer amounted to, (1) $7,832 mllbon m pre- 
mmms pald to prwate earners, (2) $1,530 mllhon 
m premmms paid to State funds (for the Federal 
employees’ programs financed through congres- 
slonal approprmtlons, these “premmms” are the 
sum of the benefit payments and the costs of the 
admnustratwe agency), and (3) $898 mllhon for 
self-msurance benefits and admmwtratlon 

The share of payroll devoted to benefits reflects 
the upward trend m costs m recent years In 
1976, benefit expenditures were 0 88 percent of 
total covered payroll, compared nlth 0 67 percent 
m 1972 In cash terms, the 1976 figure xas 88 
cents of benefits pald for each $100 of payroll, 
21 cents higher than the 1972 amount From 1948 
to 1972 the rzse nas 16 cents 

A measure of the effectwentx of the norkers’ 
compensation system m delwermg cash and medi- 
cal care benefits for occupational dlsablhty 1s 
the ratlo of benefits to premmms (loss ratlo) 

V&en benefits financed tbrougb general revenues 
are excluded, the loss rat,” for all carruxs in 
terms of dnect premmmq nrltten fell from 62 
percent m 1975 to 5Q percent m 13’76 Tlns ratlo 
has remamed fawly stable, varymg by no more 
than 3 4 percentage pomts m the penod 1970-76 

The loss ratlo for pnvate carriers nas 50 pcx- 
cent m 1976 Correspondmg loss rahos for the 
State-operated msurnnce funds have aluays been 
higher than those for private carrws Tlx ratlo 
of losses paid to premmms antten for this group 
Fas 74 percent m 1976 Unbke the pattern for 
pnvate canxrs, the figures for State funds mdl- 
cate a notable rxe m the loss ratlo m each of the 
past fe\% years up to 1975 From 1975 to 1976 
the ratios for both prwate car~,ers and State 
funds dropped several pomts 

Compnrlsony betaeen prwate carriers and State 
funds should take mt,o account the premmm m- 
come returned to employers as dwldends but not 
provided for m the reported data, partlcul.rrly 
wth respect to pnvate carriers Avallablc d.lta 
mdlcate that dwdcnds, when related to tot,al 
premmm payments for both dwdend-paymg and 
non-dwdend-pnymg compames, generally a> er- 
age 4-6 percent 
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