Workers’ Compehsation
Program Experience, 1981

by Daniel N. Price*

Although the workers’ compensation program covered more
workers and paid more in benefits in 1981 than it did a year ear-
lier, the rise in both of these indicators was slightly smaller than
those in 1980 and considerably smaller than the increases that
took place in the 1970’s. Employers paid $22.9 billion in premi-
ums in 1981, less than 3 percent more than the previous year
and the smallest annual increase since 1958. The cost-payroll
ratio also showed a 12-point drop in 1981, the first such decline
since 1959 and a sharp contrast to the almost 9 percentage point
average annual rise in the 1970’s. The Black Lung program,
which made up more than a fifth of the benefit payments under
workers’ compensation in 1973, accounted for only about an

eighth by 1981.

The most notable change in workers’ compensation
program operations from 1980 to 1981 was a slowing of
employer costs. Employers paid $22.9 billion in premi-
ums in 1981, less than 3 percent above the previous year
and the smallest annual increase since 1958.! A 12-point
drop in the cost-payroll ratio from 1.96 percent to 1.84
percent was another dramatic indicator that costs were
moderating in 1981—the first such- decline since 1959
and the first decline of more than 2 percentage points
since 1955.

Workers’ compensation programs covered about 79
million workers in 1981, and paid $15 billion in benefits
to disabled workers and their dependents and survivors.
“The rise in the number of workers covered and benefit
payments in 1981 were similar to those in 1980 and con-
siderably smaller than the increases that predominated
in the 1970’s. The Black Lung program, which account-
ed for a peak of 21 percent of all workers’ compensation
benefits in 1973, paid $1.7 billion in 1981, or 12 percent
of all benefits.

The Social Security Administration has provided an-
nual estimates of experience under the State workers’
compensation programs since 1942, The series features
national estimates of coverage, benefits, and costs. In

* Office of Research, Statistics, and International Policy, Office of
Policy, Social Security Administration.

! The 1980 data in this article are revised from previously published
preliminary data. Therefore, ratios, percentage increases, and other
data in this article may differ slightly from what would be compiled
using the previously available 1980 information. See Daniel N. Price,
“Workers’ Compensation: Coverage, Benefits, and Costs, 1980,
Social Security Bulletin, May 1983, pages 14-19.

addition, benefit totals by type of insurer are given for
each State program and for the special programs for
Federal employees, coal miners, and certain other
groups covered under Federal law.

Coverage

In 1981, 79.4 million American workers were pro-
tected under workers’ compensation laws. This was
slightly higher (1 percent) than the number in 1980, re-
flecting primarily a growth in the labor force. During
most of the 1970's, coverage rose by 3-6 percent a year,
as the labor force grew and States expanded their pro-
gram coverage provisions.

The proportion of the work force protected by
workers’ compensation was 87 percent, about the same
as it has been since 1973. No major statutory changes
were made by States in 1980 or 1981 that affected cover-
age. Relatively few increases in coverage have been
legislated since 1975 and, in fact, coverage for certain
groups of workers has been cancelled in some States.

The payroll for covered workers reached $1,247 bil-
lion in 1981, about 10 percent above 1980. This substan-
tial growth reflects the continued upward movement of
wages. For example, in 1981, the average annual wage
among workers covered by unemployment insurance
was $15,704, a rise of about 9 percent from 1980. The
covered payrolls equaled 86 percent of total civilian
wages and salaries. ‘This relationship has also been
stable since the mid-1970’s.
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Benefit Trends

Workers received an estimated $15.0 billion in medi-
cal care and cash indemnity benefits during 1981. As
shown in table 1, this total was 10 percent above the
1980 total. However, benefit growth among regular
State programs was somewhat higher—12 percent—re-
fleciing the stability of Black Lung benefits from 1980
to 1981. This 12-percent growth, although substantial,
nevertheless indicates a considerably reduced rate of an-
nual changes typlcal of the 1970’s. As recently as 1979,
regular program payments were 18 percent above the
previous year. |

Once again in 1981 the rise in aggregate benefits was
a result of increases in both medical care costs and
wages. The medical care component of the Consumer
Price Index went up almost 11 percent in 1981. Wage
levels2 went up 9 percent which was reflected in higher
benefits because of the statutory benefit formulas. The
average maximum weekly benefit amount for tempo-
rary total disability as of January 1, 1981, was $241, or
9 percent above the eorresponding 1980 amount.3 Bene-
fit maximums have closely followed the rise in wages
since the early 1970’s when most States enacted benefit
lxberahzauons, especlally provisions that automatically
raise benefits as wages g0 up (flexible maximums).
(Some increases in beneflts were legislated in 1981; five
States raised burial allowances during the year.)

In general, the past few years have seen a slowing
down and, in some instances, a reversal of beneﬁt

2 Wages reported here are those covered by unemployment insur-
ance, the closest available measure for estimating wages covered under
workers’ compensation programs.

'3 The average of the maximum in 52 jurisdictions is weighted by
covered employment in eech State.

Table 1.—Estimates of workers’ compensation pay-
ments, by type qf benefits, 1980 and 1981

Amount of payments
(in millions)

' Percent

Type of benefits 1980 1981 .change
Total............ iieeienen $13,562 | $14,955 10.3
RegUIAL. . o oo vvivnirecoannrancosens 11,823 13,220 11.8
BlackLUng..ooovvvevonanccrencaass 1,739 1,738 2
Medical and hospitalization . . ......... 3,930 4,400 12.0
Regular. . oovivinninorenienenvnnss 3,903 | - 4,365 11.8
Black LUNg..viveuereennnnonvenss 27 35 29.6
Compensation eeen 9,632 10,555 9.6
Regular.....coo0uee 7,920 8,855 11.8
BlackLung......... 1,712 1,700 -7
Disability «.ooovnverrreninceanns 8,322 9,160 10.1
Regular.....ooonnvnnnnnoncenes '7,245 8,130 12.2
BlackLung ...c.ovcveenunannnnses 1,077 1,030 | . —44
SUIVEVOT 4 vvinnvievennsonnnnsans 1,310 1,395 6.5
Regular........co000veee PP 675 728 7.4
BlackLung ....ocvevennanansane 635 670 55

liberalizations that characterized the early to mid-
1970’s. In 1981, four Junsdlctnons limited previously ap-
proved i mcreases ‘At least seven jurisdictions decreased
benefit ehgnblhty by excludmg disabilities under circum-
stances previously considered compensable (injuries
incurred while participating in employer encouraged
ride-sharing, while in alcohol or drug rehabilitation pro-
grams, or in various at-work recreational activities). .
Another factor affecting trends in aggregate benefit
payments is the frequency and extent of work injuries.
Information is available annually from the Bureau of
Labor Statistics on workplace injuries and illness in pri-
vate industry. In 1981, the number of injuries and ill-
nesses per 100 full-time equivalent employees was 8.3,
and the number of workdays lost per lost workday case

“was 16.0. Both measures were lower than the figures for

1980 (8.7and 16.5, respectively), and contributed to the
somewhat slower rise in benefit expenditures.

In 1981, the share of payroll devoted to workers’
compensation benefits was 1.08 percent. This compares
with a 1.06 ratio in 1980, continuing a string of annual
increases that began in 1970. Recent rising benefit-to-
payroll ratios in the face of slightly decreased injury
rates and minimal statutory liberalizations could be due
to changing industrial and occupational composition—
or, more likely, to increased awareness and utilization
of programs benefits by workers. Whether because of
recent improvement in claims administrative procedures
or as a result of the broadening of coverage and benefits
enacted earlier, the higher benefit-payroll rates in the
past few years probably continue to represent real addi- -
tions to the amount of workers’ compensation benefits
being provided.

Benefnt Categories -

In 1981 workers received $4.4 billion in medical and
hospital care for work-related dxsabllmes, while workers
or their survivors received $10.6 billion in cash pay-
ments for disability or death. The following tabulation
shows the percentage distribution of benefits for all pro-
grams combined and for the regular and Black Lung
programs in 1981. These distributions are about the
same as in the past few years.

, Medical Cash payments
and hos- R
Program Total | pitalization | Total | Disability | Survivor
All programs . . . | 100.0 294 | 70.6 61.3 9.3
Regular.......c00uue 100.0 | 33.0| 67.0 61.5 ‘5.5
Black Lung.......... 100.0 20| 98.0 59.4 38.6

The tabulation also highlights the fact that survivor
benefits were a much larger part of the Black Lung
benefit total than in the regular State programs. Be-
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ginning in 1970—when the Federal Biack Lung program
started paying beneﬁts—through 1981, approxxmately
60-65 percent of the Black Luﬁg total was in disability
benefits and 35-40 percent in survivor benefits. Black
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whereas disability payments declined slightly (see table
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in the Black Lung program should grow as the benefici-
ary population ages and few new claimants come on the
rolls relative to the large number entitled when the pro-
gram began.

Employers provide workers’ compensation protection
through three types of mechanisms: private insurance,
State funds, and self-insurance (table 2). In 1981, $7.9
billion in benefits, or 53 percent, was paid through pri-
vate insurance, $4.6 billion by State funds (31 percent),
and $2.5 billion by self-insured employers (17 percent).

For regular programs, that is, excluding Federal
Black Lung payments, the relative shares of the benefit
total were different. Private insurance accounted for 60
percent of benefits paid, State funds for 22 percent, and
seif-insurance for 19 percent. This distribution has been
fairly stable since World War II. In the past several
years more employers began seif-insuring their pro-
grams so that benefits paid by self-insurers rose gradual-
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Interstate Variation
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- expenditure was to California workers, $1.8 billion, and
the smallest was to South Dakota workers, $15 million.
Benefits in the eight States with the highest payment to-
tals were 53 percent of the total for the 50 States and the
District of Columbia. Because of employment trends
and legislative changes in the programs, the leading
States have gradually come to account for a somewhat
smaller part of the national total. Payments made by
these States at the beginning of this series in 1939
amounted to 64 percent of the total.

There was a general slowing of benefit growth in
1981. Benefits increased by at least 15 percent in 35
jurisdictions from 1979 to 1980, but in only 21 jurisdic-
tions from 1980 to 1981 (table 3). The slower benefit
growth in 1981 is also notabie in terms of the proportion
of covered employees affected. anty-one percent of the
C(‘J‘V'efeu empxﬁ‘y‘ees were iﬁ DIBICS Wllﬂ Denem mcreases
~ of at least 15 percent in 1980, compared with 30 percent
a sl nerans e o1

of the Smp:0y<ess in 1981,

As in the past, there was a fair amount of geographic

variation in the orawth of henafite Tha laroact incranca
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in aggregate benefits occurred in the New England
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Central States (8 percent).*
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Benefiis grew at a miich slower pace in New England
than elsewhcre from 1974 to 1976. In the most recent
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large benefit growth. Several large increases in statutory

maximum weeklv benefits in Connecticut and Massa-
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chusetts beginning in 1977 contributed to accelerated
payment growth in 1979-81, and, in turn, raised the

average increases in New England

Employer Costs

Total employer costs to protect workers against work-
related disabilities in 1981 were $22.9 billion. This
amount was only 2.9 percent above the 1980 level. Em-
ployer costs are defined as (1) the premiums paid to
insurance companies to pay workers’ compensation
benefits and to administer claims and (2) the cor-
responding hypothetical premiums of self-insured em-
ployers. The annual changes in employer costs from
-1970 to 1981 have been dramatic and are shown in chart
1.’

The 2.9-percent rise in 1981 was the smallest annual
increase since 1958. Interestmgly, prcmmms paid to
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while private carrier premiums rose 2.7 percent (and
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insurance rose even more).
The estimated costs for each t of insurer in 1081
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were $16.2 billion for private carriers, $4.0 billion for
State funds (including $0.9 billion for the Federal em-
ployees’ program’ and $230 million in the Federal
Black Lung program financed by employer contribu-
tions), and $2.7 billion for self-insurance benefits and
administration.

The changing trend in employer costs is particularly
apparent in the relationship of costs to covered payroll.
Costs were $1.84 per $100 of payroll in 1981, notably
lower than the $1.96 of 1980. This decline was a reversal
of the yearly increases between 1971 and 1980. When
the cumulative effects of statutory liberalizations and
price and wage inflation peaked in 1977, the cost-pay-
roll ratio rose by 22 cents over the 1976 level. Since then
the annuai increases have been smaiier each succeeding
year, becoming a 12-cent decline in the 1981 ratio.

With benefit payments rising relatively more than em-
ployer costs for the third year in a row, the proportion
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1981 rose to 59 percent. Thus, after a precipitous fall

»

A Tha Naw Enaland Qtntan nea MNamoandia AMatea AMaccan T omss.
T ARG INEW Liligialiy otaies aiv \-vllll;\'u\.ul, ivagailie, Avuuauuluavlu,

New Hampshire, Rhode Island, and Vermont. The East North Cen-
tral States are Illinois, Indiana, Michigan, Ohio, and Wisconsin.

5 Federai empioyee ‘‘premiums®’ consist of the sum of benefit pay-
ments and the costs of the administrative agency.

10 Social Security Bulletin, April 1984/Vol. 47, No. 4



Table 2.—Estimates of workers’ compensatlon payments, by State and type of i insurance, 1980 and 19811 .

[In thousands]) ' ‘ ,
1980 1981
State and Percent
Insurance | Stateand Insurance . | Federal change
losses paid | Federal fund Self- losses paid | fund dis- Self- intotal
by private | disburse- insurance by private burse- insurance { payments,
Jurisdiction -Total insurance2| ments3 |payments 4 Total insurance2 | ments3 | payments4 | 1980-81
United States . ..oovvvee.....|$13,562,034 | $7,022,707| $4,333,190] $2,206,137 |$14,955,161 | $7,868,106 | $4,586,624 | $2,500,431 10.3
Alabama......ccconnneerccccnnne 112,440 80,440 32,000 122,362 87,362 35,000 8.8
AlaskB, . vvvvrernsrssrsrsnernnens 59,721 51,921 7,800 62,179 51,779 10,400 4.1
AMiZONa....c.vveevverennsnsaaress], 119777 60,608 48,796 10,373 133,051 68,101 52,850 12,100 11.1
Arkansas, .....occoesnnesccccsses 82,511 ' 63,961 18,550 102,169 77,969 24,200 23.8
California .covveeecsoenncnnssssss] 1,627,715 950,288 + 233,427 444,000 1,809,323 1,068,512 242,811 498,000 |- 11.2
Colorad0.ceveeeasososnsnsnsonsns 114,496 39,970 60,826 13,700 139,522 47,696 73,426 18,400 | 21.9
Connecticut. . vvvevveeocansosrnnas 132,396 117,196 15,200 160,596 138,696 21,900 ' 213
DelaWare, ..ooovvesseoenascsnssne 20,618 16,218 4,400 21,714 16,914 4,800 5.3
District of Columbig . covvvvvneerssn 69,454 57,494 ves 11,960 78,839 64,779 vee 14,060 13.5
Florida vviovvrerieronvessncssanes 362,000 299,000 63,000 400,165 322,715 77,450 10.5
GeOTBiA. oo eeoncssnsscnsoasns 184,828 *156,328 ' lee 28,500 215,867 182,467 e 33,400 16.8
Hawaii «..ivenecereseonencncnene 59,695 44,295 e 15,400 74,849 54,399 “er 20,450 254
Idaho. i icevvonsnenscnncnncevanne 37,606 26,266 ° 7,640 3,700 41,469 29,465 | 7,704 4,300 10.3
IUNOIS. vovvvsusrseensnacascnanas 665,212 559,212 . 106,000 | ' 658,527 553,527 105,000 -10
Indiana.....ooovnecnnnncnsneanse 109,715 91,015 18,700 119,433 98,533 20,900 8.9
Iowa... 98,962 82,462| aee 16,500 108,500 88,600 eee 19,900 9.6
Kansas. . 84,478 72,138 aee 12,340 95,219 80,489 N 14,730 127
Kentucky .. 160,576 | * 109,508 ves 51,068 164,243 123,075 ees 41,168 2.3
Louisiana . 300,629 254,729 vee 45,900 350,923 292,423 . 58,500 16.7
Maine ...oovveenenians 81,263 64,463 cee 16,800 108,801 85,201 ees 23,600 339
Maryland .....ccoeeiieecinnnanas 186,841 '129,534 . 19,007 38,300 | 212,943 143,690 24,503 | 44,750 14.0
* Massachusetts.....c.coeceecnconenn 295,770 272,409 ! ey 23,361 341,505 312,780 Cees T 28,728 15.5
Michigan..........oveiniiaean, 626,266 343,057 33,209 250,000 670,392 379,424 22,968 268,000 7.0
Minnesota......... ceterescensans 257,484 219,984 ves 37,500 | + 296,558 253,558 vee 43,000 15.2
MisSiSSIPPi. c s eveevevrsescsrnnanns 60,285 54,185 6,100 66,607 60,507 6,100
MiSSOUM o evvevnneoscncsnarocanns 123,710 104,910 C e 18,800 137,537 113,737 . 23,800 11.2
Montana....c.ccoveveeeses secenes 40,872 14,441 321,724 4,707 45,253 15,659 524,162 5,432 10.7
Nebraska. ...ocovnsncocscscnasses 42,457 37,557 4,900 48,768 43,168 5,600 149,
Nevada . coovvveincverennesenonns 69,136 456 66,680 2,000 80,899 930 71,620 2,349 17.0 '
“New Hampshire. ....ccvovvneasenee 47,965 42,585 ‘e 5,380 54,911 49,287 . e 5,624 14.5
NewJersey coovvvnneass veene] 316,426 284,576 ‘oo 31,850 329,223 298,223 vee 31,000 4.0
New Mexico .. e W1 3 Voo 4,000 68,751 64,851 ces 3,900 27.1
New York .. e 637,108 346,766 178,028 112,317 688,815 373,791 193,524 121,500 8.1
North Carolina . 130,817 106,917 ™ . 146,806 118,806 ves 28,000 12.2
North Dakota ... . 16,976 95| . 16,881 ves 18,564 137 18,427 vee 9.4
[0 ) 776,323 1,684 - 507,639 267,000 904,918 2,840 587,078 315,000 16.6
Oklahoma. ...cevrveernnesenccnss 133,545 89,084 22,961 21,500 161,316 110,485 24,831 26,000 20.8
OFCBON +ouvtvvecrnacssvsassasns 274,915 81,985 139,565 53,365 298,349 90,669 144,243 63,437 8.5
Pennsylvania...cooeecivscesecnnen 571,908 386,320 556,514 129,074 656,681 447,204 562,386 147,091 14.8
Rhodelsland......... Ceseseasenas 55,319 49,819 ‘oo 5,500 64,805 58,405 e 6,400 17.1
SouthCarolingd ....oooveveavncanss 79,284 66,453 ‘ee 12,831 90,135 75,535 wes 14,600 13.7
SouthDakota ..eovvvevannnarcnnes 13,133 11,433 1700 15,226 13,226 eee 2,000 , 159
Tennessee ...coeovovoscsesasns tees 129,112 115,312 ves 13,800 149,738 133,738 .e 16,000 16.0
TeXAS. s 0veerrrenssncorsasssonons 700,775 700,775 T 808,617 808,617 15.4
Utah .o vevenrecncnessascasesess 39,280 10,414 22,866 6,000 45,722 12,880 25,592 7,250 16.4°
Vermont suoevveeasecssoacssnnnne 15,334 14,084 M 1,250 18,600 17,100 1,500 21.3
Virginia.scovoeevigeccescocennnne 173,490 136,590 369(!) 199,485 157,085 | 42,400 15.0
Washington. ..ocovvveerveoarnoass 324,201 12,427 240,960 70,814 370,461 16,636 272,667 81,158 143
West Virginia o oovvvecescecrsvoans 176,161 145 119,319 56.697 201,764 1,813 132,694 67,257 14.5
Wisconsin oovveeereeesroansnvnons 171,544 140,844 30,700 191,464 157,164 34,300 11.6
WYOMING csveveerscsssoncnsoases 14,072 250 13,822 19, 436 3,459 15,9717 38.1
Federal:
Civilian employee program 6 . . ..... 776,403 es 776,403 ves 842,053 . 842,053 .es 8.5
Black Lung benefits program 7 .....| 1,738,548 . 1,738,548 ves 1,734,592 .es 1,734,592 ves -.2
Other8, ... .oviierenrisocnnes 8,378 8,378 : , -22.2

1 Data for 1981 preliminary. Calendar-year figures, except that data for
Montana and West Virginia, for Federal civilian employees and *‘other’’ Fed-
eral workers® compensation, and for State fund disbursements in Maryland,
Nevada, North Dakota, Utah, and Wyoming represent fiscal years ended in
1980 and 1981. Includes benefit payments under the Longshoremen’s and
Harbor Worker’s Compensation Act and Defense Bases Compensation Act for
the States in which such payments are made.

2 Net cash and medical benefits paid during the calendar year by private in-
surance carriers under standard workers’ compensation policies. Data primarily
from A.M. Best Company, a national data-collecting agency for private insur-
ance.

3 Net cash and medical benefits paid by State funds compiled from State re-
ports (published and unpublished); estimated for some States.

4 Cash and medical benefits paid by self-insurers, plus the value of medical

benefits paid by employers carrying workers’ compensation policies that do not
include the standard medical coverage. Estimated from available State data.

5 Includes payment of supplemental pensions from general funds.

6 Payments to civilian Federal employees (including emergency relief
workers) and their dependents under the Federal Employees’ Compensation
Act.

7 Includes $706,538,000 in 1980 and $653,332,000 in 1981 paid by the De-
partment of Labor.

8 Primarily payments made to dependents of reservists who died while on
duty in the Armed Forces, to individuals under the War Hazards Act, War
Claims Acts, and Civilian War Benefits Act, and to Civil Air Patrol and Re-
serve Officers Training Corps personnel, persons involved in maritime war
risks, and law-enforcement officers under Public Law 90-921.
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Table 3.—Distribution of States and workers by
percentage change in workers’ compensation benefits,
1979-80 and 1980-81!

Percentage distribution
Number of States of covered workers
Percentage change

in benefits 1979-80 | 1980-81 | 1979-80 | 1980-81
Total.....oonevnunn 52 52 100.0 100.0
Decrease ..oovuiervenanns 0 1 0 5.3

Increase:

0.04.9...c0iivieinnnns 1 3 2.1 4.8
50-9.9. .. ciiiiiiinnns 5 9 18.7 21.6
100-14.9 . ..oovvvennnnn 11 18 28.2 38.2
150199 .. ivvviennnns “18 12 322 23.8
20.00rmore. coveveennnn 17 9 18.8 6.3

! Includes programs in all the States and the District of Columbia and the
program for Federal civilian employees.

from 62 percent in 1975 to 51 percent in 1978, the bene-
fit-cost ratio has returned just as rapidly to the *““nor-
mal’’ range. The benefit-premium ratio ranged from 58
percent to 62 percent in 17 of the 25 years reported in
this series before 1975,

The same trend is evident in the benefit-cost ratios for
private insurance and State funds. For private carriers
the 1981 ratio of benefits paid to direct premiums writ-
ten, usually termed the loss ratio, was up to 49 percent.
This figure was 4 percentage points above the 1980
figure and almost back to the 50-55 percent range that
characterized 18 of the 25 years before 1975. The private
carrier ratio based on losses incurred and premiums
earned, which includes amounts set aside to cover lia-
bilities from future claims payments, is generally higher
than that based on direct premiums, especially in infla-
tionary periods. In 1981, the incurred loss ratio was 66
percent. This amount also represents a return to earlier
levels from the volatile movement of the 1970’s.

For the 18 State funds, the ratio of benefits paid to di-
rect premiums written jumped 9 points to 69 percent be-
tween 1980 and 1981. This'compares with an average
ratio of 70 percent from 1964 to 1976 and 72 percent
from 1950 to 1963.

Chart 1. — Annual increases in workers’ compensation
employer costs,! 1970-81

Annual

Percentage
Change

30r

Direct premiums written.

»

The loss ratio for private carriers and, to some extent,
for State funds does not take into account the premium
income returned to employers in the form of dividends.
Available data indicate that, when dividends are related
to total premium payments (for both dividend and non-
dividend paying companies), they averaged about 5-9
percent throughout the 1970’s. However, dividends as a
percent of earned premiums averaged 10 percent in
1981.6 1

6 The 10 percent figure reflects experience for all companies in-
cluded in the 1982 Insurance Expense Exhibit of the National Council
on Compensation Insurance.
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