Workmen 3 Compensation=
Coverage, Premiums, and Payment.s
by DOROTHY MCCAMMAIV*
‘ORKMELN’Scompensation, the
first of the social insurances
to be adopted in this country,
plays a significant role in any evaluation of the scope and character of
protection afforded by social security
programs. Yet, until 10 years ago,
most persons concerned with workmen’s compensation in national perspective had given major attention
to statistics on accidents and accident prevention and relatively little
attention to the insurance protection
features of the program. As a result
there were no measurements on a
Nation-wide basis of the number of
persons actually protected by these
laws, the number of beneficiaries, or
the amount of benefits paid.
To fill what would otherwise have
been a major gap in its series of payments under social insurance and
related programs, the Bureau of Research and Statistics-now
the Division of Research and Statisticsundertook the development of comparable Nation-wide
statistics on
workmen’s compensation payments
under each of the State and Federal
programs. The annual estimates of
payments have been published periodically in the BULLETIN and YEARBOOK. These data meet a need
beyond that of the Social Security
Administration as evidenced by their
use by the National Income Division
of the Department of Commerce in
its income payments series, by the
Subcommittee on Accident Costs of
the President’s Conference on Industrial Safety, and by various State
workmen’s compensation agencies
that do not themselves obtain information on the total payments made
under the laws they administer.
From time to time, the Division of
Research and Statistics has worked
on the problem of developing estimates of coverage and beneficiaries
under workmen’s compensation pro* Division
of Research
Office of Commissioner.

Bulletin,

July 1950

and Statistics,

grams, The project on beneficiaries
was abandoned when it became clear
that published statistics on the number of cases classified by extent of
disability lacked comparability and
reflected drastic differences among
the States in the practice of classification. Only through a field study
could an estimate be developed that
would be comparable to the beneficiary estimates available for other
programs.
The first attempt to estimate coverage was an experimental estimate of
average monthly coverage as of 1939,
developed for each State. Although
this project was not undertaken
until 1944, basic premium data for
years more recent than 1939 were not
available due to a wartime curtailment in the operations of the National
Council on Compensation Insurance,
the major rate-making organization
in the workmen’s compensation field.
The 1939 estimate for each State was
submitted to the State agency for review as to accuracy of estimating
method and results, along with a request for any data that would be useful in improving the 1939estimate and
in developing estimates for subsequent years. In general, the responses
indicated approval of the estimating
method and the results achieved. A
number of States provided useful
data for a revision or projection of
the estimates. The 1939 national
estimate was never completed, however, in part because of loss of personnel and in part because its lack of
timeliness made it advisable to consider this as only a pilot study for use
as a guide when more recent data
would again be available.
The project of estimating coverage
was later resumed but under conditions that necessitated somewhat less
intensive analysis than had originally
been planned. Although an estimate
was again developed for each State,
the data that could be assembled were
not uniformly good from State to
State, and there was no opportunity

to submit the individual estimates to
the State agencies for approval.
Consequently, the result is an estimate of the total coverage under all
workmen’s compensation programs in
the United States, rather than a State
distribution of coverage.
As a byproduct of the work done
annually in estimating payments and
of the special coverage project, other
data on workmen’s compensation operations have been assembled and are
summarized in this article.

Nature of the Programs
Workmen’s compensation legislation is designed to assure prompt payment of benefits to injured employees
and to the dependents of persons
killed in industry, with a minimum
of inconvenience to the persons involved and with costs paid by the employer as part of the expense of production. Before such legislation was
adopted, an injured employee who
sued his employer for damages had to
prove negligence on the part of the
employer; the court remedy was apt
to be slow, costly, and uncertain.
Under compensation laws, workers
are spared the difficulties of court
procedure and, since the cost of work
injuries is considered a production
expense, the question of fault or blame
for the accident is not raised.
In 1908 a Federal workmen’s compensation program covering Government employees in hazardous jobs was
enacted. During the next few years
there was a wave of State legislative
activity in this field; 10 laws were approved in 1911, eight in 1913, eight in
1915, and several in each of the intervening years. By the end of 1920,
all but six States had enacted workmen’s compensation programs. Mississippi, the last of the six to adopt
such legislation, enacted its law in
1948, In addition to the 48 State laws,
there are Federal acts covering Federal Government employees, private
employees in the District of Columbia,
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and longshoremen and harbor workers.
One of the primary differences
among the States in the framework
of their compensation systems is in
the organizational method of ensuring that compensation will be paid
when due. Most laws permit the
employer to insure with private insurance companies. In seven of the
18 States that have State insurance
funds, however, employers are required to use the State fund in insuring their risks; these are known as
the “exclusive” funds. In the other
11 State insurance systems the fund
and employers
iS “competitive,”
choose between insuring with the
State fund or a private carrier. Under all but a few acts an employer
may qualify as a “self-insurer”
by
giving proof of ability to carry his
own risk.
Another major difference among
the systems is in the use of COmPUlsory or elective methods of covering
employments. A compulsory statute
is one that requires every employer
within the scope of the compensation
law to accept the act and pay the
compensation specified. An elective
act may be accepted or rejected by
the employer, but employers who elect
to reject it lose the customary common-law defenses-assumed risk of
the employment, negligence of fellow
workers, and contributory negligence.
In some instances, the laws are in
part compulsory and in part elective.
The compulsory acts now slightly
outnumber the elective acts.
The acts differ too with respect to
the types of employment they are
designed to protect. This source of
difference is brought out in connection with the following discussion of
the coverage estimates.
Coverage
Wide variations in the coverage patterns of workmen’s compensation legislation have handicapped
the
measurement of the number of
workers who are actually protected
by such programs. None of the State
laws covers all employments. Quite
commonly, the laws exempt employers
of agricultural, domestic, and casual
labor, as well as other employers who
have fewer than a specified number
4

of employees. These exemptions do
not in themselves constitute an insuperable problem in building up a
coverage estimate from available employment data. Most acts, however,
permit such legally exempt employers
to accept voluntarily the coverage of
the law, and elective acts, of course,
permit employers who fall within the
prescribed scope to reject the act if
they prefer to risk a suit for damages.
With such elective and voluntary
provisions, it is impossible to arrive
at an estimate of the effective coverage by deducting specifically exempt
groups from the total employment in
the State. Even in States with compulsory laws, the deduction method
ignores the fact that there is a
margin-however slight-of noncompliance. And to further complicate
this line of approach toward a coverage estimate, coverage under a number of laws is -defined in terms of
hazardous or extra-hazardous employment and therefore cannot be
estimated by use of employment data
from the Bureau of the Census or
from the programs of other Federal
agencies.
In estimating coverage, the Division
of Research and Statistics has relied
primarily on data on insured payrolls,
available through the generosity of
the National Council on Compensation Insurance. With this approach,
it has been unnecessary to determine
whether an employer who falls within
the defined scope of the act has
elected to remain outside and whether
another who would be legally exempt
has chosen to come under. It has also
been unnecessary to make arbitrary
judgments as to the hazardous nature
of employments.

Estimating Method
As a basis for the survey of coverage
as of 1946, the National Council on
Compensation Insurance provided
payroll data for 37 States-33 States
for which it makes rates and four
States that have independent rating
bureaus but make their experience
available to the Council. The payrolls
amounted to $37.3 billion for the policy year 1945 and to $45.5 billion for
the policy year 1946. These Payrolls,
although insured primarily by private
carriers, include also payrolls insured
by those competitive State funds that

are members of the National Council.
The policy year, the basic period of
time in calculating compensation
rates, is the period covered by all the
Policies issued in a given calendar
year. It consequently cuts across two
calendar years. Payrolls covered by
the first policy issued in the policy
year 1945, for example, would fall
almost entirely in the calendar year
1945; the payrolls covered by the last
policy issued would fall almost entirely in the calendar year 1946. Similarly, payrolls insured under policies
issued in the policy year 1946 would
be composed of wages earned in the
calendar year 1947 as well as in the
calendar year 1946. As a first step in
the estimate, policy-year payrolls
were converted to calendar-year 1946
Payrolls by using the average of the
two policy years, 1945 and 1946. Implicit in this conversion method is the
widely accepted assumption that policy-writing
is evenly distributed
throughout the year in such a way
that each policy-year payroll is made
up of half the payroll for that calendar year and half of that for the following calendar year.
The completeness of the Council’s
coverage of private insurance carriers
varies somewhat from State to State,
depending on whether the law or
regulation of the supervisory State
agency requires carriers to report
their experience for rate-making purposes. Members of the Council, however, report their experience for every
State. Although data are not available to show what proportion of total
private-carrier business in each State
is written by members reporting to
the Council, Council membership is
known to be preponderant and representative in each of the States for
which the Council makes rates. To
identify those States in which Council
membership was incomplete and
private-carrier
business was consequently underreported, the Premiums of the carriers reporting payrolls to the Council were compared
with the premiums compiled by the
Spectator,
which obtains reports for
al1 private carriers. For most of the 37
States, the difference was not more
than a few percentage points in one
direction or the other. Since Spectator data consisted of written premiums for a calendar year and
Social Security

Council data of earned premiums
converted from policy years to a calendar-year basis, differences of this
magnitude were to be expected, and
the Council reports of payroll could
be accepted as complete. For other
States, where comparison with Spectator premiums indicated that the
Council did not have a complete report of private-carrier business, the
relationship based on premiums was
used to inflate the payroll insured by
Council members.
Fortunately, recent data on payrolls insured by private carriers andwhere relevant-by State funds have
been published for a number of the
States for which the National Council
does not have reports. For some additional States, data on payrolls insured
by carriers had been obtained at the
time of t,he exploratory coverage
study, and there were recent data of
other types that could be used in projecting payrolls to 1946.
It was necessary to obtain a measure
of the payrolls of self-insurers in the
3’7States for which Council data were
available, as wdl as in the other
States that permit employers to carry
their own risks. Many of the State
agencies have information
on the
amount of payrolls of employers who
qualify as self-insurers. In some instances these payrolls are published
periodically in the reports of the
agencies. In other instances, selfinsurers’ payrolls had been made
available by the agency at the time
of the 1944-45 coverage study and
could be projected on the basis of
trends-the
ratio, for example, of
the number of cases compensated by
self-insurers to cases compensated by
private carriers. Where no information was available as to the payrolls
of self-insurers, estimates were developed using known relationships
between self-insurers and private
carriers in the State on such items as
taxes, benefit payments, and number
of cases. These relationships served
as indicators rather than exact
measures and were adjusted to reflect the fact that self-insurance in
one State may be concentrated in the
mining industry and have high benefit payments in relation to payrolls,
while in another State self-insurers
are predominantly
governmental
units with low benefit payments in
Bulletin,

July 1950

relation to payrolls. The use of such
adjusted relationships had been approved by the State agencies in connection with the original exploratory
survey of coverage.
Through these devices a covered
payroll figure was built up for each
State. When much estimating was
involved, a range was used in order to
embrace the probable situation. The
covered payroll thus developed for
each State was translated into an
estimate of the number of workers
covered in an average month by using
the relationship between payrolls and
average monthly employment under
the State’s unemployment insurance
program in 1946. This estimate assumes that the average wage as well
as the turn-over of workers covered
under workmen’s compensation is
comparable with that of workers covered by the unemployment insurance
program-a valid assumption according to the comments made by the administrators of the workmen’s compensation programs at the time the
conversion method was originally
used.
The estimating procedure described
here was employed also in developing
an estimate of coverage as of 1940,
thus providing a measurement of the
growth in workmen’s compensation
coverage. The year 194<0was sufficiently close to the base period of
the pilot study to permit incorporation of the special data growing out
of that study. Moreover, the development of an estimate of 1940 coverage
has an advantage over a revision of
the 1939 estimate in that it can be
compared with an estimate of potential coverage arrived at by Arthur H.
Reede through application of the provisions of the laws to the 1940 Census
data?

Estimated Coverage, 1940,1946,
and 1948
In an average month in 1940,
slightly less than 25 million employees
were covered by the State and Federal
workmen’s compensation programs;
the range of the estimate is from 24.2
to 25.0 million. Although all States
except Mississippi had workmen’s
1Arthur H. Reede,Adequacy of Workmen’s Compensation, Harvard University
Press, 1947.

compensation laws at that time, no
coverage is included for Arkansas
since its law did not go into effect
until the end of 1940. In addition,
there were the Federal laws covering
private employees in the District of
Columbia, longshoremen and harbor
workers, and Federal Government
employees. The total 1940 payroll
covered under workmen’s compensation is estimated at $34.7-35.8 billion.
By 1946, average monthly covered
employment had increased almost a
third, to between 32.0 and 33.0 million
workers. Covered payrolls amounted
to about $76.3-69.6 billion, two and
one-quarter times the 1940payroll.
The closeness of these estimates to
the coverage of the unemployment
insurance programs-both in absolute
amounts and in percentage increase
over the years-makes it possible to
obtain a rough estimate of workmen’s
compensation coverage in a more
recent year. Average monthly employment covered by unemployment
insurance was 23 million in 1940 and
30 million in 1946, about the same
levels as the workmen’s compensation
coverage after exclusion of 1.1 million
Federal Government employees in
1940and 2.7 million in 1946. Actually,
although the overlap of the coverage
of unemployment insurance and
workmen’s compensation is great,
significant numbers of workers are
covered by one or the other of the two
programs but not by both. Employees
of States and local governmental
units, for example, are rarely covered
by unemployment insurance but are
frequently covered under workmen’s
compensation programs-indeed, the
latter type of law may cover them
compulsorily even though coverage
for other employments is elective. On
the other hand, higher numerical exemptions under some of the workmen’s compensation laws and the
elective nature of many such laws
may result in the exclusion of workers who are protected by unemployment insurance.
Application of the percentage increase under unemployment insurance to the workmen’s compensation
coverage estimates (with Federal
workers treated separately) yields an
estimate of 3635 million workers COVered in an average 1948 month, with
a payroll of $100-103 billion for the
5

men’s compensation protection can when they were subject to a compulbe compared with Arthur H. Reede’s sory act. Although the 1940State esestimate of the number of workers timates of actual coverage are not
who would have been covered if all presented here and are not equally
elections provided for by law had reliable for all States, they permit an
interesting comparison between acbeen made. His estimate of “aptual and applicable coverage under
plicable” as contrasted to “actual”
Comparison With Other
coverage and earlier estimates of the elective and compulsory laws. As of
Estimates
July 1, 1940, the insurance requiresame nature are described in detail3
Mr. Reede used Census data for ments of only 16 of the 47 laws were
The coverage estimates indicate
March 1940 to subtract from the classified as compulsory in Bureau of
that, in both 1946 and 1948, roughly
total labor force in each State the Labor Statistics publications. Under
3 out of 4 civilian wage and salary
workers were protected against em- unemployed and five groups of em- eight, or just half, of the compulsory
ployment injuries.
The Bureau of ployed persons that he described as laws the estimated actual coverageLabor Standards, Department of “not eligible for coverage by state or the midpoint of the range-is 90
Labor, states in its Bulletin No. 99, laws: (a) unpaid family workers, (b) percent or more of the applicable COVerage; under none was the proportion
employers and self -employing per1948,that measurements of the extent
sons, (c) railroad workers engaged in less than 70 percent. In contrast, unof coverage are not available but
“probably not more than fifty percent
interstate transportation,
(d) em- der only eight of the 31 laws classified
as elective-or about one-fourth-was
of gainfully employed workers are ployees engaged in water transportaactually protected by workmen’s com- tion, some of whom are covered by the ratio of actual to potential coverOur analysis indicates
age as high as 90 percent; under five,
pensation.”
the United States Longshoremen’s
the ratio was between 60 and 70
that this estimate is not high enough. Act, and (e) employees of the federal
In contrast, a recent workmen’s com- government, largely covered by the percent.
No conclusions as to the relationpensation analysis prepared by the United States Civil Compensation
Chamber of Commerce contains the Act.” The remaining number was ship between actual and applicable
statement: “It is estimated that ap- assumed to be “eligible” for coverage. coverage in more recent years can
proximately 45,000,OOOworkers are He then computed the exclusionssafely be drawn from the 1940 comhired farm workers, domestics, cas- parison. Many of the laws that were
protected by workmen’s compensation in the United States.” ’ That this
ual workers, small-firm employees, then elective have subsequently been
Also, general
and others-“by applying census inlatter figure is an overestimate-if
it
made compulsory.
is intended to refer to the number
dications to the terms of the several business conditions, among other faclaws in the light of their interpretaprotected at any time or in any short
tors, appear to influence the amount
tion by responsible authorities.”
For of nonelection and noncompliance.
period-is obvious from a comparison
with the total number of employed all States with laws and for the Dis- Reede points out that “the small reworkers in an average week in 1948 trict of Columbia, Mr. Reede arrived
tailer when hard pressed feels obliged
or 1949. After excluding interstate
at a total of 5,1’78,000exclusions out to reject the compensation act” and
railroad workers and unpaid family
of a total of 31,161,OOO
“eligible em- that “a wave of rejections is someworkers-neither
of which group falls
ployees” (31,‘704,000when Mississippi
times induced by drastic upward rewithin the scope of workmen’s com- and Arkansas are included).
Thus vision of benefit scales.”
pensation legislation-the
total numhis applicable coverage as of March
ber of civilian wage and salary work1940 is just short of 26 million in the
Premiums
ers is in the neighborhood of 44 mil47 jurisdictions,
If his March eslion (1949) or 45 million (1948). It is timate is converted to average
What does it cost an employer to
possible that the Chamber of Com- monthly employment in 1940 by using protect his employees under the
merce estimate is intended to relate
workmen’s compensation Program?
the relationship under the unemployto total employment during the year, ment insurance program, it is inTo a great extent, the cost of his inrather than to average weekly or creased to 27 million. Our estimate
surance is determined by his indusmonthly employment. But total em- of actual coverage, excluding Federal
trial classification and the hazards
ployment during the year is not an employees, for the same period is of that classification, subject to
altogether meaningful concept in re23-24 million, about 85-89 percent of modification for his experience rating.
lation to workmen’s compensation
The premium rate he pays, as comthe Reede estimate.
since the protection of this program
pared with the premium rate for the
Assuming that both sets of estiis definitely tied to employment at a mates are reliable measures of what
same industrial classification in anparticular time.
other State, reflects the level of
they are intended to measure, the difThe 1940 estimate of the number
benefits provided in his jurisdiction.
ference of 3-4 million is an indication
of workers actually having workof the extent to which employers His costs will depend on the method
chose to remain outside the scope of by which he insures his compensation
*Chamber of Commerce of the United
liability-through
a private carrier,
an elective act and failed to comply
States, Analysis of Provisions
of Workthrough
an
exclusive
or competitive
men’s Compensation Laws and Discussion
State fund, or through carrying his
3op. cit.
of Coverages, January 1950.

year. By 1948, Mississippi had enacted a workmen’s compensation law,
but no coverage is included for this
State because the program did not go
into effect until 1949.
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own risk-and what proportion of his
premium is assigned to acquisition
costs and costs for services and general administration.
Some over-all
measurements of this cost, and of the
variations in costs, are available at
this time.

Earned Premiums as Percent of
Payroll
hemiums and payroll data for the
policy year 1939 for 36 States were
made available by the Nationa! Council on Compensation Insurance. The
earned premiums amounted to $247.4
million, or 1.4 percent of the $17.4 billion payroll. For the policy year 1946,
a total of $45.5 billion in payrolls was
reported for 37 States; data were lacking, however, on earned premiums for
a few States. For those States for
which both premiums and payroll
were available, the 1946 rate was 1.2
percent. When the comparison is
limited to 33 identical States in the
2 years (using 1945 policy-year data
for a few States in which 1946 data
had not yet been reported), the drop
in premium rates is from 1.3 percent
in 1939 to 1.1 in 1946.
A wide spread in rates among the
States results from differences in industrial patterns and benefit levels.
In 1939 the lowest rate among the 33
identical States was 0.8 percent of
payroll, and the highest was 3.2 percent. About half the States had rates
of 1.0-1.3 percent, and only three were
less than 1.0 percent. In 1946 the
range was from 0.7 to 2.5 percent of
payroll, and though half the States
were again found in the intervals of
1.0-1.3, another one-third fell below
1.0 percent. In general, the period
1939-46 was marked by decreasing
rates. In only a few States had rates
failed to decline during this period.
The downward trend may have been
reversed, however, in 1947. In the 14
States for which Council data permit
a comparison between the policy years
1946 and 1947,the ratio was the same
in both years for six States, was
higher in 1947 for seven States, and
was lower for only one.
The analysis based on Council data
relates primarily to private-carrier
premiums as a percent of payroll, although-as
pointed out above-the
operations of some competitive State
Bulletin,
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Table 1.-Workmen’s
compensation:
Net premiums written in relation to
losses paid by all private
carriers,

4939-48

[Ammats

in millions]

-

LOSS3

-. __Total, 10 years-.

Loss
ratio 1

$2, 217.1

46. 7

123.8
134. G
159.8
190.2
213.2
236.7
252.7
269.4
301.9
334.8

47. F
49.7
46. 7
41.5
42.3
47. 2
51.7
52.6
45.5
44.6

trators. The system for Federal employees, classified as a State fund, is
financed through annual congressional appropriation; therefore, the
premium estimate for this fund consists of the sum of the benefit payments and administrative costs, as
published in annual reports.
The total premium figure thus derived amounts to $418-420 million for
1940 and to $1,014-1,018 million for
1948. These amounts, when related
to the covered payroll estimates, indicate that the cost of workmen’s compensation was about 1.2 percent of
payroll in 1940 and 1.0 percent in
1948.

’ Calculsted on unrounded figms.
Source: Spectator: Premiums and Losses by St&s of
Casualty, Surety and Miscellaneous Lines, 1940-49
editions.

Ratio of Losses to Premiums

funds are included. No separate data
are available by which to measure the
ratio of premiums to payrolls covered
by State funds only. State funds,
especially the exclusive funds, achieve
certain economies not possible under
private-carrier insurance. An over-all
ratio of premiums to payrolls would
not necessarily reflect these economies, since the competitive State
funds often insure an undue proportion of the poorer risks.
For comparison with the estimate
of total payroll of employers who are
insured by private carriers or State
funds or who carry their own risks, an
estimate of total “premiums” has been
built up for 1940and 1948. Obviously,
self-insurers do not pay premiums as
such. In a number of States, their
“hypothetical premiums” are calculated for purposes of assessing them
their share of the costs of the State
agency in administering the program.
A more realistic measure of the actual
costs to self-insurers, however, was
considered to be their payments for
compensation and medical care plus
an additional amount, say 5-10 percent, for the administrative costs that
the employer pays directly and
through his taxes to cover the administrative costs of the State agency.
In building up the estimate of total
premiums, the Spectator was used for
data on premiums of all private carriers and of those State funds for
which it includes reports. Premiums
of the remaining State funds were
obtained from State publications or
were made available by the adminis-

On the basis of the estimated cost
figures described above, workmen’s
compensation payments amounted to
61 percent of premiums in 1940 and
to 53 percent in 1948. The relatively
high loss ratio results from the
method of estimating the premiums
of self-insurers; when this segment
of the total is excluded the loss ratio
falls to 57 percent in 1940 and 49 percent in 1948. For private carriers
alone, payments amounted to 50 percent of premiums in 1940 and 45 percent in 1948. All State funds combined paid out a considerably higher
proportion of their premium income
in benefits: 76 percent in 1940 and 69
percent in 1948. Published data are
available for a more detailed examination of the loss ratios of private
carriers.
The relationship of the amount of
losses incurred to the premiums
earned during a policy year is commonly used by insurance organizations in evaluating and revising their
manual rates. Especially in a period
when premiums are large because of
rising payrolls, the use of incurred
losses-which reflect these high payrolls-results
in a more valid loss
ratio than can be obtained by using
actual disbursements, which are subject to some lag. But since the present analysis does not require the
exactness necessary in determining
the adequacy of manual rates, it has
been based on the more readily obtainable relationship between losses
paid and net premiums written. By
extending this comparison over a loyear period, it gains a validity not
7

present in a single-year comparison
of losses paid to premiums written.
For the calendar years 1939
through 1948, private carriers wrote
a total of $4.8 billion in premiums and
paid out $2.2 billion in losses, a ratio
of 47 percent. The ratio fluctuated
unevenly from year to year, and was
as high as 53 percent in 1946 and as
low as 42 percent in 1942 and 1943
(table 1).

question, although only indirectly,
since the data relate to all employees
regardless of coverage by compensation programs and to all disabilities
lasting a day or more, many of which
would be noncompensable because of
the waiting periods. If the classiliTable 2.-Workmen’s

compensation:

cations of agriculture and railroads
are subtracted from the Bureau of
Labor Statistics totals to bring them
closer to the coverage of the workmen’s compensation programs, the
number of injuries to employees rose
from 1.4 million in 1940 to a high
Estimated

of insurance, 1947 and

payments,
1948 1

by State and type

[In thousands]

Payments, 1939-4s
Total Payments
Workmen’s compensation payments
have more than doubled over the lOyear period for which estimates have
been developed. The total of $536
million for 1948 (distributed by State
in table 2 is 128 percent higher than
the 1939 total of $235 million.
These amounts represent the payments of cash compensation in disability or death cases and the cost
of medical and hospitalization benefits. They do not include certain
other direct costs to the employer for
occupational injuries; for example,
the various costs-frequently
including wage replacement-of
injuries
that result in a time loss shorter than
the compensation waiting period. An
exact measure of the amount of such
additional direct costs is not available.
However, a report of the Subcommittee on Accident Costs of the
President’s Conference on Industrial
Safety states, with reference to 1946
when payments alone amounted to
$435 mi.llion, “a conservative estimate
places the direct employer cost at
over 600 million dollars annually.”
Three factors combine to account
for the rapid increase in payments
over the IO-year period: the expanding labor force protected by workmen’s compensation programs, the
rise in wage rates on which benefits
are based, and liberalizations in the
cash and medical benefits provided
by the laws.
With respect to the first factor, the
40-percent increase in estimated
coverage between 1949 and 1948 has
undoubtedly been accompanied by a
marked increase in the number of
compensable injuries, but no measure of this latter increase is available.
Bureau of Labor Statistics data on
work injuries shed some light on this
8

Percentstate
Total

Total ._.__....__..._

I$487,400~ $301.833’$110. S49i 174.718~%536.4941 $334. F99’$121,5!i31 P--PO.
2321
-‘Li/.
2,587
520
2,067l~~-~----:
1,S971.~~----~~
7, 4.50,
691 7,297l
158/ 5,085/
3,149
6::
2,519i.-------1
2,5501..-.--mm:
50,536
33,999’ 11,537’ 5,000
9, x29i
31,336
2,956
9951 1,411
550
855 1,185/
9,244
924
7, v33 .._.---.I
627
100
461 .._-----!
88
156
119 1,972
1,453 _._-_--.I
3S2 6,402
452
4,991 _-_.-___I
400 3,601,
440
2,827 --_.----I

+10.1

Alabama . .._ ------ _._...
2,377
Arizona---_w-- . . ..___ --5,328
Arkansas .._......_
---_3,100
California-~-_~~-.._----45,667
Colorado-v--.mm _.._ - ____ 2,640
CoMecticut....---.-_-~
8,814
DelaWa~e.-..-----~~~.__
549
Dist. of Col~....~. _.____
1,572
Florida.----------~-~.-.
5,356
Qeorgia.~..... ___._ -_-_3,227

Idaho.......~..
_.._ ----1,490
Illinois- ____--- . . .._ -_-_.
26,999
Indiana--~--- ______---__
7,972
10W~~..~~~~~....~.~..~..
3,584
Ka~SaS..~.......
____--.
3,113
Kentucky ____ -_-__---_F, 171
Louisiana---_--____-_-8,122
Maioe.~~~-~-------~---~~
2,046
Maryland-----~-_______ 5,921
Massachusetts.-__-----..
17,75Q

1,822
30,219
X.562
3,961
3,682
6, 242
9,l:jY
1,996
6, X9
19,516

Michigan. _____________.
Minnesota--.-----_---..
Mississippi-- __...._ ---..
Missouri-.---. . .._ ~---Montana--------_.~--...
Nebraska-----....~_~...I
Nevada---_-w . . ..____.. 1
New Hampshire__.----.
New Jersey-------~----~
NewMexico ____.._ -_--.

18,797
7. G63

20,749
8,680

*,*?I
1,972
1,726
1,176
1,339
26,208
1,115

9,7;:
2, 3.53
1,987
1,340
1,550
27,200
1,303

12,185
7,360
1,204
7,074 _____--1,606
95 ------.. . .._...
8, Oli __~~_.._
1,760
543
511
1,299
1,902 ---.---.
1:;
30
1,52; ---!:‘“”
23.3%.- . . . . . .
3,814
l,lB ----._..
120

New Uor~!?
_.._ - _...
North Carolina...~.....
North Dakota.----.---Ohio-..--------....Oklahoma. __- _..._ Oregon ____ -----.._.
Pennsylvania_----_.---Rhode Island-.----m-.-.
South Carolina .____....
South Dakota .________

89,122
5,025
854
32.938
G,243
5,911
27, W)O
4,208
3,753
518

100,139l
5,7Ql
891
35,464
6,998
6, x75
28,907
3, i30
3,933
686

83 320 20 4FQ’ lF,350
4: 761 _-_-‘--1,030
890 ___. _...
f
5,785
7721
17,1881 2,329
9,3QU
170
3,560 _.._---3.303 ----__..
630
576 _.____-110

4,054

4,406
28,133
1,657

3,510 __._____
896
28,133 _..____ _-_._.._
622
270
765
080 ____----

Tennessee ____-~_..---..
TeXaS.----------...-~-~.
Utah . . ..__ --- _..... ~-...
Vermont ---__._ ----.---Virginia. _ ___....
. .
Washington __._...__....
West Virginia-----.---..
Wisconsin.-_-~-----~---~
Wyoming _..._ ----.---__

21,497

1,579
750
4,481
11,862
8,29G
10, I%5
720

i50

5,057
12,769
8, 800
11,881
878

3,171 ___._.~~
2,792 _._.--_3, 802~---m....
7 ~iiQ~_~_--.-.'
1: 721I__--....1
4,7i9’
528
17,746 ,_____..~

690
2,440
1, 460
2i5
1,072
1,TiO

$12.4
+$?:i
+i.

+12.1

7

+7. 9
y:

;

+-;: ;
-tG. 1
$11.4
+21.9

-6.1
14,X6/ ___. -- ____/ 14,5661.,-_- ___. j 13,6X-_-- _____. I 13,672! _...____ j
I
I
pensation policies. Data from the Spectator: l+tvniL Datafor 1948preliminary.
Calendw-yearfigurrs,
urns and Losses by States of Cnsualty, Surety and
except for Montana, North Dakota, Orc~on, and
Miscellaneous Lines, 1948 and 1949 editions.
West Virginia, for Federal employees, and for State
3Sot cash and medical benerits v&id by State
fund disbursements in Maryland and Utah, for
funds; compiled from State reports @ublishod and
which actual 01‘estimated data for fiscal years ended
unpublished) and from the Spectutor; estimated for
in 1947 and 1948 were used. Includes benefit paysome States.
ments under the Longshoremen’s and Harbor Work4 Cash and medical benefits paid by self-insurers,
ers’ Compensation Act and the Defense Base Complus the value of medical benefits paid by employers
pensation Act for the States in which such paycarrying workmen’s compensation policies that do
ments are made.
not include the standard medical coverage. Esti* Not cash and medical benefits paid by private
mated from available State data.
insurance carriers under standard workmeu’s comFodersl employees--_.I

I

Social Security

Table &-Workmen’s

compensation:

Payments

[Amounts

by type of insurance,

1939-48

in thousands]
Type of insurance

Total

Insurance losses
paid by private
insurance carriers 1

Pear
Amount

-

1 Percent

Bmount

Percent

State fund disbursements 1

Amounti Percent

Self-insurance
payments 3
Amount

1 Percent

__I___

1939..~--~~~-------~.~~
194o..~~~-~.-------~~-1941~..---~--------~~~~
1IL12..~-----~------~-~~
1943.~~~~-~---------~~1944.--------------~.~1945____----------____
1946.~.-~-~-------~~-~1947.....~~----~-~~~--1948” ____-- . . ..__ --_._-

$234,875
256.061
291,318
330,492
355,862
386,623
410,828
435,213
4x7,400
536,494

100.0
100.0
100.0
100.0
100.0
100.0
loo. 0
100.0
100.0
100.0

$122,183
134,653
159,823
190,239
213,123
236,593
252,570
269,353
301,633
334, cl99

52.0
52. G
54.9
57. 6
59. 9
61.2
61.5
61.9
61.9
62.4

“;g, y;

28.32
29.

77: 202
81, 758 /
81, GO9
85.318
91,365
96.053
110,849
121,563

28. 5
24. 7
22.9
22.1
22.2
22.1
22.8
22. 7

1 Net cash and medical benefits paid by private insurance carriers under standard workmen’s compensation
and
Miscellnneous
Lines.
policies. Data from the Spectator: Premiums and Losses Dy States of Ctwually, Surety
2 Net cash and medical benefits paid by State iunds: compiled from State reports (published and unpublished) and from the Spectator: estirnsted for some States.
8 Cash and medical benefits paid by self-insurers, plus tho value of medical benefits paid by employers
carrvim workmen’s comnensation oolicics that do not include the standard medical coveraee. Estimated
frond av&leble State data:
4 Preliminary.

accounted for 52 percent, State funds
for 29 percent, and self-insurers for
19 percent. By 1948 the private-carrier segment of the $536 million total
payments had risen to 62 Percent;
State fund and self-insurance payments had dropped to 23 and 15 percent, respectively.
As is apparent from table 3, the
IO-year period is actually composed
of two 5-year periods marked by very
different rates of growth for the several types of insurance. Between 1939
and 1943, private-carrier losses increased 74 percent, while self-insurance payments increased 38 percent,
and State fund disbursements went
up only 19 percent. But between 1944
and 1948, there was a slackening in
the rate of increase for private carriers (41 percent) and self-insurance
(24 percent) and a marked acceleration in State fund disbursements (42
percent).

show an increase in the average wage
of 1.8 million in 1943 (the wartime
of 105 percent for the period 1940-48.
peak resulting from a large labor
of Payments and
force combined with a rise in acci- But, as pointed out below, not all this Distribution
Incurred Losses
dent-frequency rates due in part to increase in wage rates is reflected in
long hours of work and overtime) and benefit payments. Statutory limits
Of the average dollar in workmen’s
on the maximum weekly benefit
then declined to 1.4 million again in
compensation payments in 1948, an
amount hold down the portion of the estimated 33 cents went to provide
which
1948. In manufacturing,
Wage loss that is compensated. Alforms a large share of the Bureau
injured workmen with medical care
of Labor Statistics totals and an even I;hough the laws have been liberalized
and hospitalization (table 4). Medilarger share of the workmen’s com- with respect to the maximum weekly cal benefits, which represented 36
payment, such liberalizations have percent of 1939 payments and 37 perpensation coverage, the injury-frequency rate per million employee- lagged behind the rise in wages. Nev- cent of 1940 payments, accounted for
hours worked rose from 14.9 in 1939 ertheless, higher maximum payments,
decreasing proportions of the total
to a peak of 20.0 in 1943, decreasing combined with such liberalizations as during the war years. Beginning in
thereafter to 17.2 in 1948. The shorter waiting periods and removal
1946, there has been a slight relative
of the limits on medical care, have rise.
severity rate in manufacturing-the
average number of days lost per 1,000 undoubtedly contributed significantly
Payments to survivors, including a
employee-hours worked-was 1.4 in to the rise in payments over the 10 small but unknown amount of lump1939, reached a high of 1.7 in 1941, years.
sum funeral benefits and of payments
and was 1.5 in 1948. These data into the State when there were no dedicate that the increased coverage of Payments, by Type of
pendents, have increased much more
Insurance
the workmen’s compensation proslowly than payments to injured
grams over the lo-year period has
The IO-year growth in workmen’s
workers-reflecting
a deciine in the
not been offset by lower accident
compensation payments has not been proportion of work injuries that rerates and that there has undoubtedly
evenly distributed among the three sult in death. Of the nonmedical
been a substantial rise in the number
types of workmen’s compensation inpayments under the workmen’s comof compensated cases.
surance. Private insurance compa- pensation programs in 1939, 20 pernies have outstripped State funds and cent were for fatalities, as compared
Higher wage rates, another factor
self-insurance to account for the bulk
accounting for the tremendous growth
with 14 percent in 1948.
of the increase in the total. In 1948,
in workmen’s compensation payWhile payments as a whole had inments, may be gauged from the 1939- payments by private carriers were 174 creased 128 percent, the increase in
48 increase of 127 percent in the percent above the 1939 level, as com- cash compensation benefits for dispared with a 78-percent increase in abled workers was 159 percent.
average weekly wage of production
The distribution of payments is
workers in manufacturing and of 113 State fund disbursements and an 81based on data on incurred losses made
percent in the average wage of all percent increase in self-insurance
payments.
available by the National Council on
workers covered by the unemployment
Of the 1939total compensation payCompensation Insurance, adjusted to
insurance program. The workmen’s
coverage estimates ments of $235 million, private carriers
take account of intrinsic differences
compensation
Bulletin,

July 1950

89097G--562
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Table 4.-Workmen’s
Payments

-

compensation:
by type, 1939-48

[In millions]
Type of payment

Year

Total : 1Kedicel and
ho?pitaliZ”tpF;Y-

Compensation
payments

1939.----.--$235
1Q4--~--.
256
lQ4.--e---1
291
1942.~~....~.1
330
lQ43--~- . .._’ 356
1944.ee-...387
1945-e-.- . .._ 411
1946.----.-me
435
1947.----.--487
1948 1----_--536
1 Preliminary.

between paid losses (actual disbursements to all persons receiving payments in a given year) and incurred
losses (the amounts paid plus amounts
outstanding on the claims under poli‘ties written in the year). The actual
disbursements will include payments
made to survivors and injured workmen with respect to accidents of past
years; the incurred loss figure will
exclude such payments and include
instead the estimated value of payments that will be made in years to
come. In a period of rapid growth,
the carry-over from past awards does
not completely offset the outstanding
amount. There is, of course, a wide
area of overlap between the two loss
figures, since a large portion of the
payments for short-duration disabilities and medical care are actually
made in the year for which the policy
is written.
In the absence of a distribution of
actual payments by severity of injury,
the National Council’s information on
the classification of incurred losses is
interesting. The data in table 5 for
the policy year 1939 relate to about
$84 million in incurred compensation
losses in 36 States and, for the policy
year 1946, to almost $200 million in
3’7States. Incurred losses for permanent injury cases include, in addition
to the compensation for loss of earning power, payments to these cases
during periods of temporary disability.
The classification of temporary disability is thus limited to those closed
cases known not to have involved any
permanent injury and to open cases
in which, in the judgment of the car10

rier, the disability will be temporary
only. Cases classified as temporary,
roughly 85 percent of all compensation cases in both years, received a
small but increasing share of the
losses-36 percent in 1946 as against
31 percent in 1939.

Proportion of Wage Loss Compensa ted
An analysis of the provisions of
workmen’s compensation legislation
indicates that the intent of the majority of the laws is to provide weekly
payments for total disability ranging
from three-fifths to two-thirds of
wages. But, to a great extent in recent years, the liberality of these proportions-and even of the fairly common proportion of 50 percent-has
been nullified by the statutory maximum on the dollar amount of weekly
benefits.
In 1939, half the laws provided
weekly maximum amounts of less
than $20; $25 was the highest amount
payable under the State laws. These
maximums were high enough, however, so that in virtually every State
the worker receiving the average
weekly wage (as measured by the unemployment insurance program because of its similarity to workmen’s
compensation coverage) could receive
the proportion of his wage loss specified in the statute.
By 1948 the dollar maximums under the laws had been raised considTable 5.-Workmen’s

compensation:
Percentage distribution
of cases and
incurred
losses., and average
incurred loss, by mjury classification,
policy years 1939 and 1946
I Perce;;t~;ndistri-

Classification

j’ Cases

Incurred
lOS%?S

_______
All compensable
CBSES.

Major permanm----Minor pormanent----...m
Temporary
total ____....

1939 194F 1939 1946 1939
-__----

1946

100.0 100.0 100.0 100.(
-‘---

9,415 12,033
1.8

2.1 22.3 21.:

2,792 3,500

12.1 12.8 2G.2 27.:

500

720

85.0 84.4 31.4 36..

85

143

Source: Unpublished data from
Council on Compensation Insurance.

the National

erably. When dependents’ allowances-where
provided-were
included, only four fell below $20 and
about half were $25 or more. Despite
these liberalizations,
the average
worker could receive a benefit as large
as the proportion intended by the law
in only a few States.
A number of States raised their
weekiy maximum amounts in 1949.
As a result, more than three-fourths
of the laws provided maximum weekly
benefits (including allowances for dependents) of $25 or more; 11 acts provided a maximum of $35 or moresix of them more than $40. But even
had these liberalizations been in effect
in 1948, only two States would have
been added to the group with maximum dollar amounts high enough to
permit the statutory percentage to
be effective for workers with average
wages. Under the maximums effective October 1, 1949, a single worker
in receipt of the average 1943 wage
would have been paid, under more
than half the laws, a benefit amounting to less than 50 percent of his wage,
as shown below.
Maximum

as percent
Number of
of averagewage
laws
3~4.9~~~~_~_~~~-~~-______________
1
3539.9--_----__----_______________
8
40-44.9__-___--_----_________-__-__
9
45~9.9~~~~~~~-_~~----~-------~~-~10
50-54.9__-_-__-__-_-_______________
6
55-59.9__--________-_______________
8
60 and over--_----------___________
8

The most significant 1949 liberalization in the maximum dollar
amount occurred in the Federal Employees’ Compensation Act.
The
maximum monthly compensation was
raised from $116.66 to $525.00; for
workers having one or more dependents the rate of compensation was
increased from 662/a percent to 75
percent of wages, with this additional
8% percent applying only to monthly
pay below $420.
There is no over-all measurement of
the proportion of wage loss from
work injuries that is met by workmen’s compensation programs. The
worker (or perhaps to some extent
his employer) is expected to bear the
weekly wage loss above the effective
rate of compensation as well as other
losses that fall outside the arbitrary
(Continued on page 24)
Social Security

Table 6.-Qld-age
and survivors insurance: Monthly
type of benefit and by month, April 19&GApril

benefits in current-payment
status 1 at the end of the month, by
1950, and monthly beneft actions, by type of benefit, April 1950

[Bmounts in thousands; data corrected to May 16,1950]

Monthly benefits in current-pnyment status nt end of month:

1’Benefit in current-payment status is subject to no deduction or only to deductioh oE Exod amount that is less than the current month’s benefit.
2 Rcprcsents total benefits awarded (including benefits in current, deferred,
and conditional-payment
status) after adjustment for subsequent changes in
number and amount of benefits (see footnote 4) and terminations (see Footnote
3);eumulative
from Januag 1940.

WOR.KMEN’S
<Continued

COMPENSATION
from page 10)

limits fixed by the compensation act.
These include the wage loss from
work injuries that are not disabling
beyond the waiting
period and-in
States that do not pay compensation
retroactively
to the date of the injury-the
entire wage loss in the
earIy days of disabilities
that last
long enough
to be compensable.
They include aIso losses beyond the
maximums
specified in the act with
respect to aggregate
payments
or
duration of payment.
In attempting
to measure the effect of these various
factors, Reede made ‘detailed ealzulations for two States: North Carolina,
which he described as having a law
“of average generosity,”
and Massachusetts, with a scale “better than
4 Ibid, pp. 205-225.

24

3 Benefit is terminated v&n a benelkiax~ dies or loses entitlement to a benefit
for some other reason.
4 Bdjustments result from operation of maximum and minimum provisions
and from recomputations and administrative
actions.
5 Less than $50.

His estimate for Massaaverage.”
chusetts, relating to policy year 1935,
places at 34.6 percent the proportion
He estiof wage loss compensated.
mates that, in 1940, the North Carolina law compensated only 26.4 percent of the wage loss.

Summary
Rapid growth in the operations of
workmen’s
compensation
programs
marked the decade 1939 through 1945.
By the close of the period all States
had such programs;
however, the
Mississippi law is not reflected in this
grow!& since it did not begin operations until 1949. About 34-35 million
workers were protected in an average
month in 1948, as compared with
about 25 million in 1940.
Workmen’s compensation
costs as
a percent of payroll are estimated at

roughly 1.2 percent of covered payroll
in 1940 and 1.0 percent in 1948. Out
of the average dollar spent by the
employer to insure his workers, only
abous 60 cents in 1940 and a somewhat smaller
proportion
in 1948
found its wa.y back in benefits to the
injured workman or his dependents.
Payments
under the workmen’s
compensation
programs more than
doubled over the 10 years. Of the
total payments
of $536 million
in
1948, about one-third went for medical costs and the other two-thirds
for compensating
the wage loss of
injured or deceased workmen.
Workmen’s
compensation
programs, despite limitations
in their
coverage and in the proportion
of
\vage loss that they compensate,
provide important
protection
for a
large segment of the working population.

Social Security

