Notes and Brief Reports
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Workers’ Compensatton Coverage,
Payments, and Costs, 1974*

_'The 17 3-percent rise 1n 1974 of cash and med1-
cal care benefits under workers’ compensation
programs {excluding the temporary Federal
“black lung” program) was the highest annual
change since 1940, the first year for which the
Social Security Administration has compiled data
The year was also notable for the establishment
of an Interdepartmental Workers’ Compensation
Task Force by the President The task force was
set up to provide technical assistance to the States
1n mproving their coverage, cash and other bene-
fits, and data collection systems, as well as 1n
evaluating the progress of the States toward
meeting goals proposed m a Whate Paper 1ssued
by the President in 1974 * .

The substantial rise 1 benefits paid during
1974 was attributable to various forces, among
them the impetus to 1mprove State workers’ com-
pensation coverage and benefits provided by the
White Paper, the Task Force, and congressional
bills on workers’ compensation benefit standards,

as well as to the effect of rapidly rising wage .
levels, upon which benefits are based, and medical -

care costs

COVERAGE

The number of workers protected by workers’
compensation laws rose from 65 7-66 1 million m
1973 to 67 6-68 0 million m 1974 This 2 3-percent
rise was well below the 6 0- and 4 5-percent annual
mereases recorded in the previous 2 years, with
the slow growth in the employed labor force
accounting for the slackened pace The growth
from 1973 to 1974 was 19 percent, just a lhttle

* By Daniel N Price, Division of Retirement and Sur-
vivor Studies -

* White Paper on Workers' Compensation—A Report
on the Need for Reform of State Workers' Compensation |
(Department of Labor, Department of Commerce, De-
partment of Health, HEducation, and Welfare, and De-
partment of Housing and Urban Development), May 13,
1974

more than half the annual rate of increase for
1972 and for 1973

Nevertheless, the mcrease i the number of
workers protected by work injury laws was
notable because 600,000 of the addition of
1,900,000 reflected extensions of coverage under
State legislation Under the laws passed m 1973—
the full wmpact of which were not felt until
1974—and the 1974 legislation with 1974 effective
dates—11 States reduced or eliminated size-of-
firm restrictions on coverage, 10 made coverage
mandatory for employers and employees, nine
added hired farm employment at least mn part,
Kansas and Missour: substantially increased the
number of State and local government workers
protected, and a number of States broadened
coverage for domestic werkers and other small
groups

Primarily because of State legislative changes,
the proportion of workers covered by these pro-
grams continued to rise and reached 87 3 percent
1n 1974 This proportion has been going up 1rregu-
larly sinee the first half of the 1960’s when 1t
hoverrd around 80 percent

Payrolls covered by workers’ compensation also
hit a new high 1 1974 as average wage levels
rose 8 percent—the largest increase since at least
1960 The estimated covered payroll for 1974 was
$624-627 billion, representmng almost 86 percent
of all wage and salary disbursements, or two
percentage ponts above the 1973 level Covered
payrolls had been 84~835 percent of total payrolls
for all previous years back to 1959

BENEFITS

In 1974 cash payments and medical services
under all work mjury Jaws rose by $610 mllion
to $5 7 billion, or 12 percent above the previous
year’s amount Although, for the entire period of
the series, both the dollar and percentage figures
represent a substantial increase, they were much
less than the $11 hillion (or 26 percent) incre-
ment between 1972 and 1973 The Federal black
lung benefit program was the dominant factor
accounting for the difference 1 growth patterns
for the 2 years Unlike the growth that marked
the 1971-72 and 1972-73 changes,? benefits under

* Benefit payments under the black lung program
reached their peak ($10 billion) in 1973
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that program declined almost 9 percent from 1973
to 1974 Consequently, 1f black lung benefits are
excluded, the benefit payments under State work-
ers’ compensation programs (and the Federal
programs) 1s seen to have risen mn 1974 by 17
percent-—a little higher than the 18 percent in
1973, which had been the largest rate of increase
since 1940 ‘ ‘

One element contributing to the 1974 upswing
was the continued inflation of the wages upon
which benefits are based Average wages had risen
5-6 percent each year from 1968 through 1973,
but 1n 1974 they went up 8 percent

Another major factor causing benefits to rise
rzp.dly was the effect of higher statutory benefit
amounts effective m 1973 and 1974 In all but
three States, for example, the statutory maximum
weekly benefit amount for temporary total dis-
ability was increased m 1974 or was raised n
1973 with the full effect occurring 1n 1974 In 24
States and 1 the Federal employees’ program
the higher maximums were a result of statutes
that automatically raise weekly benefits period-
1cally, generally in line with increases m the
State average weekly wage Benefits rose in 24
other States by specified amounts through regular
legislation

Among the 24 jurisdictions most recently pro-
viding ad hoc mereases, new legislation i four
States (Delaware, Florida, Hawan, and North
Carolina) provides that future benefit adjust-
ments will be provided automatically The major-
1ty of States providing automatic benefit increases
state the maximum as two-thirds of the State’s
average weekly wage The legislatures have been
raising the applicable percentage, however, and
by the end of 1974 eight jurisdictions had legis-
lated maximum benefit amounts of more than
two-thirds of average weekly wages, generally
100 percent .

A number of States also liberahzed benefits
paid for disabilities other than total and for
death Limitations on medical care were reduced
or eliminated in several States; by the end of
1974, only four States st1ll provided less than full
dollar coverage without time or monetary limits
on medical care for accidental mnjury

Another factor in the growth of workers’ com-
pensation benefits in 1974 was no doubt the spurt
m costs for medical care The medical care
component of the Consumer Price Index of the
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Burean of Labor Statistics rose 93 percent in
1974 This ncrease was the greatest registered
for any single year since the end of World War
IT As the following tabulation shows, medical

Amount {in
»  millions) Per-
Type 0f payment i centage
. change
1974 1973
Total. . R . . . - 88702 $5 002 12 0
Regular e em e e e w - 4 746 4,047 178
Black lung . R 956 1,045 —88
Medieal and hospitalization _.. .. . 11 730 1 470 177
Compensation awave e ccme wee . - 3 672 3 622 07
Regulat . _ . . il . u. 3 018 2,677 170
Blacklung _. .. . ... . - 966 1045 -85
Disabllity . .. e e e aw am 3,307 2 962 118
Regular .. . ., . - - PR 2,701 2 312 16 8
Black lung . ch w e e e e wa 806 850 —6 38
Surviver. ._  _ . - ... . .. .. 685 860 3
Regular .. . . ___ .. . . 318 285 189
Blacklung . _. . ... - .- 350 395 -1l 4

! Includes $1 1 milllon paid under the “black lung" progtam for medical
fervices
i

and hospitalization costs amounted to an esti-
mated $17 billion and accounted for about 30
percent of total workers’ compensation payments
If black lung benefits are excluded, somewhat
more than one third (37 percent) of the total are
for medical care This proportion has been fairly
stable for many years

Simtlarly, with the estinated $350 mullion in
black lung payments to survivors excluded, the
$315 mullion paid under regular programs In
cash compensation to survivors of workers killed
on the job were less than 7 percent of all workers’
compensation benefits, about the same proportion
as that for a number of years

As m recent years, the distribution of benefits
m 1974 by type of insurance was stable 1f the
black lung program 1s excluded Private mnsurers
accounted for 63 percent of benefits, government
funds 23 percent, and self-insurers almost 135
percent When the black lung payments are in-
cluded, however, the proportion of benefits paid
through private msurers 1s only 52 percent, since
n 1974 these payments still represented such a
large part of the total

L 1

Interstate Variation in Benefit Payments

For the second consecutive year, benefit pay-
ments under workers’ compensation programs
rose 1n every State—an indication that the factors
causing a high national average increase m bene-



fits from 1973 to 1974 were widespread The 10
largest States® paid 61 percent of all benefits
(excluding black lung payments) in 1974—the
same proportion as 1 1973 This proportion 18
shghtly above the percentage of covered workers
employed 1 those States (37 percent). Eight of
the 10 States paid at least $200 million 1 bene-
fits during 1974, as the accompanying table shows

Twenty-two States, with 36 percent of the
covered labor force, paid benefits in 1974 that
were at least 20 percent higher than the 1973
level, as the figures that follow show Fifteen of

Percentags
. Nymber of distribution of
Percentage change covered workers !
In benefits

1973-74 | 1972-73 | 1973-74 | 1972-73
Total 52 82 100 0 100 0

Decrease__. ... .. e e e . 0 0 0 v}

Increass

Lessthan 8§ . _ 2 0 4 0
5009 . . . . 3 ] 130 218
10.0-149 . - a- 11 15 33 4 239
150-809 . .. .. . - 14 18 17 4 352
W0ormere .. - _ . .. 22 12 359 18 4

1Includes the program for civilian employees of the Federal Government
and the Disirlet of Columbis

the States with high outlays were concentrated
1 the southern and central parts of the country
In particular, the South Atlantic Coast States,
starting with Delaware, down through the Gulf
States as far west as Texas, averaged increases
of well over 20 percent As they have for several
previous years, the Middle Atlantic States® had a
modest rate of benefit growth 1n relation to other
areas—11 percent New England also registered
an 1l-percent increase

The high growth of benefits among the South-
ern coastal States m 1974 was accompanied by
significant statutory improvements 1n many of
those States The largest rise m benefit outlays
during 1974 was recorded in the District of
Columbia (44 percent), directly attributable m
large part to the higher maximum weekly bene-
fit amount and the statutory improvements result-
g from 1972 amendments to the law At the
other end of the range, 1974 workers’ compensa-
tion benefits for Montana were only 05 percent
above the 1973 level

8 California, Florida, Illinols, Massachusetts, Michigan,
New Jersey, New York, Ohio, Pennsylvania, and Texas
*New Jersey, New York, and Pennsylvania
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COST RELATIONSHIPS

For the third successive year, the cost of
workers' compensation to employers rose m 1974
as a percentage of covered payroll From $112
per $100 of payroll mn 1970 and 1971, costs moved
up to $124 1n 1974, reaching once again the high
levels of pre-World War IT Although costs in
terms of cents per $100 of payroll show rela-
tively little variance (the low pomnt was 89 cents
per $100 n 1959), the fact that this figure has
been inching up 1n recent years clearly indicates
the greater expenditures for workers’ compensa-
tion today "These data, like all the others referred
to m this section, exclude the cost of the black
lung program The black lung program 1s financed
from general revenue rather than msurance pre-
miums and so should not be considered 1n examin-
mg the direct costs of workers’ compensation to
employers .

In absolute dollars, employers spent almost
$1,100 m1llion more m 1974 than 1n 1973 to msure
or self-msure their work-injury risks The esti-
mated $7,780 mullion spent in 1974 consists of
(a) $5,600 million in premiums paid to private
msurance companies; (b) $1,440 million 1n pre-
miums paid to State insurance funds (for the
Federal programs financed through congressional
appropriations, these “premums” are the sum
of benefit payments and the costs of the adminis-
trative agency); and (¢) about $740 million as
the cost of self-msurance (benefits paid by self-
msurers, with the total imncreased 5-10 percent to
allow for administrative costs)

Mirrormg the notable growth in cost-payroll
ratios 1 1974, the ratioc of benefits to payrolls
also chimbed—from 71 cents for every $100 m
payroll m 1973 to 75 cents m 1974 During the
pertod mcluded 1n this series, the ratio was at its
lowest (51 cents per $100) 1n 1948 and has gone
upward n spurts over the next 26 years

With benefits rising faster than costs, the loss
ratio (benefits as a percent of premiums) for all
types of msurance combined rose slightly from
59 8 percent 1 1973 to 60 6 percent m 1974 The
loss ratio has varied within one percentage point
since 1970 and has been well within the 57-64
percent range for most of the years since 1950

For private carriers alone, the ratio of direct
losses paid to premiums written was 53 0 percent,
up from the 51 6-percent figure for 1973 The
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private carrier data based on incurred losses
(which mncludes amounts set aside to cover lia-
bilitzes from future claims payments) show an

mncrease from 68 8 percent m 1973 to 72 0 percent
m 1974
Counter to the private carrier experience, State

Estimates of workers' compensation payments by State and type of msurance, 1974 and 19731
[In thousands]

1974 1973 ,

Percentage

change

Btate and program Insurance | State and Insurance | Btats and in total
losses pald | Federal Belf losses paid | Federal Belf payments,
Total by private fund insurance Tota] by private fund insurance | 1974 from

insuranes | disburse- |payments ¢ insurance | disburse- | payments ¢ 1973
carrlers ¥ | menta? carrlers ! | ments?

Total. ... - e e e - -e == | 85 702,118 | $2 969,522 | $2,040 963 $091,633 | $5,002 220 | $2,513 552 | 81,987,124 $601, 544 120
Alabama - - mm s e me - - 44 798 So8oR | . ..., 13 900 36,054 24,174 | ... ... .- 10,880 278
Alaska__. R 13,146 12 206 — 860 10 468 g 783 . 685 257
Arizena - 84 734 31 167 28,837 4 730 66 232 25,014 26,818 4,400 151
Arkansas P 35 781 30,181 - & 800 28,777 24,277 o - . 4 500 243
California 617 890 402,342 139 348 76,000 548 59 357,905 123,231 67,370 12 8
Coloradg . - - 36,964 15,174 18,390 3,400 29 089 11 882 15,382 2725 233
Connectleut ... .. 58 131 3231 _ .. .. 4 900 52 161 LYt N 4 390 11 4
Delawara_ . PR - ¢ 393 TO3 (. ... .. 2 300 7,038 5,988 . _ . .. 1,950 183
Dustrict of Columbla . ... 18, 505 17108 ... . .. 1,400 12,860 12,110 .. . ... 750 43 9
Floride - ... ... ... 210,359 188 809 _ . ... 21,800 160, 9356 44,205 ... ... .. 16,730 307
Georgla.. __ .. ... _. . .... 46,101 g5, 601 |. . . - 9 500 50,982 43,572 - m e 7,410 277
Hawail .. _ _ _ ___ . ... . 22,114 17114 - & 000 9, 500 15000 ] _ __ _ __ 4, 13 4
Idaho . _ . he e me oem e e mae e ea 17 5568 12 860 2,668 2,200 14,448 10,084 2 B8L 1,783 21 5
HOineds . . .. ..o, e oo an con 219 479 184,479 . .. . 36,200 178 798 150 108 | coeeee - 28,690 229
Indiana. .. . ... ooe.. e e m amm 55, 658 46 808 | . 8,780 48 813 8,100 14 5
Iowa. _ __ . . .ov ov o o ... 81,515 28,205 | . .. . . 5 250 24 598 4 100 281
Kansas e e ke e e . .. 27 208 25006 |. ... . 2,200 23,810 1,910 171
Kentucky_._ - - e meomm o= oam oo 49 669 43 189 | .. . - 8, 500 39 972 5,210 243
Louistans . ... .. _ ... ... .. 103, 508 BOO00B| ... . 13 500 B3 235 10,860 2% 4
Malne.... ... ... e e aa 16,324 4,224 | . _. - 2,100 13,694 1,790 19 2
Maryland.._ _ _ c e e e mmm am 88,350 52,300 4,550 11 50O 58,868 44 935 3,913 g9 820 16 8
Massachusetts. .. _ . - - . . 132 627 128 6271 - 8, 004} 122 347 114 027 .. .. .. . 8 320 84
Michigan.... - R 311 781 180,536 10,845 120, 400 273,530 158,141 9,709 165,620 40
Minnesota.. .. .. . . ... ... 76 369 64 169 - - 12 200 62 760 2739 | . ... ... 10,020 217
Mississippi . e moem e e ee m- 23,845 21,845 | .. - 1 900 21,507 10,807 | .. .. .. 1 700 09
Missourl. _ . _ _ _ . __. P 86 869 48 689 | .. .. . 8,200 51,512 44,082 1, 0 ... . 7 450 104
Montans . ... . ... .. eceeoooeo 13,431 5 432 6,036 1,063 13 361 5 834 6,146 1,881 [
Neobraska .. .. . _ ... ... ... 17,882 15 882 .. 1,900 13 564 12,114 | . .. LA50 3l g
Nevada. . .. . .o oo © o wee e o 21,620 83 21 217 840 18,027 [ 17,657 315 199
New Hampshire.ee oo - - oo v . oo o 14,113 13,813 . ... 300 11,532 11,282 | eer mmeeen 250 24
NewJersey __ _ . .. eeeee o em o oaen 177,607 180,587 .. . .. 17 020 156 710 142,200 |0 ____ - 14, 510 13 8
New Moezxico. . C e emm e em e meem 8 050 15,8650 1 .. . . . 2,200 18,466 13 608 1,850 18 8
New York... . e e mm am e =m 360,929 236,739 87,390 48, 800 342,374 218 002 81,012 43,300 30
North Caroling. oan.. .. . e . — . 48 B62 42,662 . . 6,200 40,565 G418 . oL . §,140 20 §
North Dakota .. - . e e e - s 5 842 ! 12 5, P - 713 15 5697 |-, .. . .. 23
Qhio.. . . e e e = e e e oa 368,874 1,374 § 259 000 98 500 316 191 [ 4228, 6807 900 13 8
Oklshoma e e e mem s 52,271 40,857 5,034 8,380 880 32 448 4,832 3,600 25 8
Oregon  __ e e - 92 508 33 288 4,130 5 200 78,465 26, 528 47 490 4 447 18 0
Pennsylvania. e e - 200 238 114,338 31,000 854,900 173 929 06,083 430 148 46,800 151
Rhode Island. . . e e e em 16,200 15,330 |eean - --- 870 14 792 13,0021 . ... .. 00 85
Bouth Carolina ... . .. .. 23 838 23,088 ). . . .. 270 21,842 19,502 |. ... .. 2 340 18 3
Bouth Dakota.. . .. ... & 318 4,626 [ .. ... .. 890 4 428 3848 | .. ... 580 201
Tennesses . _ I, 56,279 61,179 .. . .. 8,100 48,449 44040 [, .. . ... 4,400 16 2
Texas. . . . . - e e - 200, 402 200 402 S 227,057 27057 . e . . 27 9
Utah - - .- e e o= e - 13,053 3,301 7,562 2,200 10,998 2 743 6,425 1,830 18 7
Vermont . . .. ... — . e 5 787 5,357 | .. . - 430 4 895 43845 .. . ... 350 23 8
Virginla e R 54 521 42 921 . 11,600 45,050 35470 | N 9,580 210
Washington e e e e e 103 281 4,538 86,043 11 800 87,1 347 75,187 8,490 18 6
West Virginda . . .. - . .. 58,045 107 42 458 15 480 9 197
Wisconsin .. C e - . . 64 352 63,852 16,700 140
Wyoming .. . . . oo . ... 3,433 78 3356 .. . 141
Federa! work injury programs

Civillan employeess ___ __ . . . 261,788 . ... . 21,788 [ .. . .. .. 259
‘“Black lung * benefits? . .. _ _ - 56,767 | . - . .. .| TOE5 76T .. . __ __ -8 8
Other ¥ | __ _ ______ et e - ' R 8,845 | .. ... . -8

1 Data for 1974 prellminary Calendar-year figures, except that data for
Montana and Wést Virginia, for Federal civilian employee and “other”
Federal work inJury programs, and for State fund disbursements in Mary
land, Nevada, North Dakota, Utah, Washington, and Wyoming mgmsant
fiscal years ended in 1973 and 1974 Includes benefit payments under the
Longshoremen’s and Harbor Workers' Compensation Act and Defense
Bazes Compensation Act for the States whers such payments are made

* Net eash and medical benefits pald during the calendar year by private
insurance carriers under standsrd work injury pollcles Data primarily from
A M Best Company, a national data collecting agency for private insurance

# Net cash and medical benefits psid by Btate funds, complled from State
reports {published and unpublished}, estimated for some Btates

4 Cash and medical benefits paid by self insurers, plus the value of medical
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benefits tgeﬂd by employers carrying work injury polieles that do not inelude
the standard medical coverage Estimated from available State data

4 Includes payment of supplemental pensions from genetal funds

¢ Payments to civilian Federal smployees (Including emergency rellef
?{orkxmt) and their depsndents under the Federal Employees’ Compensa-

on Ac

T Includes $3,809,000 payments by the Department of Labor

1 Primarily payments made to dependents of reservists who died while an
duty in the Armed Forces to individuals under the War Hazards Act, the
War Clalms Act, and the Civillan War Benefits Act, and to eases involving
Civil Air Patrol and Reserve (fficers Training Corps personne], maritima
war risks, and law-enforeement officers under P L 90-291
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msurance funds showed a small decline m the
relationship of benefit payments to premiums
written between 1973 and 1974—from 734 per-
cent to 71 7 percent The four largest State funds
—California, New York, Ohio, and Washmngton
—dominate this sector, and all but Washington
evidenced faster growth in premiums than in
benefits 1n 1974, but the reason for this pattern
1s not evident The average loss ratio for State
funds, with those three States excluded, rose by
two percentage points, a rate similar to that mn
the private msurance sector

The loss ratios for private carriers and, to some
extent, those for State funds do not take into
account the premium income that 1s returned to
employers 1n the form of dividends Data secured
from State insurance commissions reveal that
dividends under private work mmjury policies 1n
the 1960’s amounted to 4-6 percent of premiums
m the jurisdictions reporting this mformation
If the loss ratios mentioned above were adjusted
to allow for dividends, they would be increased
by about three percentage points

Social Security Abroad

Foreign Health Programs: Changes 1n
Population Covered*

i
[l

An analysis of data available on national health
programs throughout the world indicates that,
1n general, the percentage of population covered
has mncreased significantly over the past 20 years
The developed countries, with few exceptions,
already had national health programs of long
standing at the beginming of this period, but 1n
most cases large segments of the population were
st1ll excluded In the intervening years, however,
coverage has been extended to the pomnt where
the general pattern is now one of nearly univer-
sal eoverage

The term “national health program” here re-
fers to a nationwide health care delivery system

i
1

* Prepared by Joseph G Simanizs and Peter Benson,
Office of Research and Statistics, Comparative Studles
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with some degree of government participation,
either 1n admmistration or financing Basically,
two types of programs can be distingmshed* (a)
national health msurance, where coverage 1s not
necessarily universal and usually depends on pay-
ment of premiums and other preconditions for
eligibility such as employment in certain work
categories, and (b) national health service, under
which comprehensive medical services, basically
financed by general revenue, are made available
usually to the whole population, some traces of
an msurance approach may exist—the payment
of a small premium, for example, but they are
not central to the ssytem The term does not gen-
erally include public medical care programs that
provide only limited services or reach only a por-
tion of the total population 1n a given country

Coverage m a large number of developmg
countries has also expanded considerably Yet,
since only a small portion of the population was
generally covered 1nitially, the number of people
still excluded often remains large In the develop-
mg countries that have become independent in
the past 20 years coverage 1s especially low In
fact, very few have instituted national health
programs although many provide limited care
through public health facilities In both the de-
veloping and the developed countries the agri-
cultural worker has generally been among the
last elements of the population to obtain coverage

The accompanying table shows increases in
coverage for a number of countries during the
15-year period from 1955 to 1970 The countries
selected are representative of various geographi-
cal areas and different stages of economc devel-
opment For the sake of brevity, countries with-
out any significant changes 1mn coverage during
this period have not been mncluded The table also
excludes countries such as New Zealand, Sweden,
the Soviet Union, and the United Kingdom where,
during the entire period under review, virtually
all of the population has been entitled to medical
care and has usually been covered for such care
under a national health service

WESTERN EUROPE

Most European countries have evolved systems
origmally patterned after the pioneering national
health msurance program established in Germany
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