
payments, which generally compensate in full 
from the first day of sickness, are excluded in 
order to get a clear measure of that part of in- 
come loss normally considered insurable and com- 
pensable under prevailing insurance practices. 
Ordinarily, insurance plans (private and govern- 
ment) pay less than the “take home” wage to dis- 
courage malingering and, to reduce the adminis- 
trative burden of processing large numbers of 
short-period claims, usually do not cover the first 
few days or first week of illness. Consequently t.he 
Nation’s potentially insurable and compensable 
income loss under prevailing disability insurance 
provisions is somewhat less than the total income 
loss in table 8. 

Table 10 shows two alternative waiting periods 
and a two-thirds level of weekly wage replace- 
ment, to reflect the provisions of some of the more 
liberal plans now in operation. For all the cate- 
gories shown, the 1969 rates of partial replace- 
ment by insurance plans were higher than those 

in the preceding year, making 1969 the second 
year of advancing ratios after several years of 
stability. 

It’ is evident that the present levels of benefits 
achieve the goal of replacing income-loss during 
sickness with widely different degrees of success, 
depending on the liberality of the insurance ob- 
jectives sought. On the assumption that compen- 
sation should not be made for the first 3 days of 
disability but that full income replacement should 
be made thereafter, less than 28 percent of the 
compensable income-loss was compensated for in 
1969. If the goal is to pay a two-thirds weekly 
benefit after a 7-day waiting period, something 
over half of the goal is being realized. The latter 
situation represents a much more satisfactory 
degree of income replacement by insurance bene- 
fits than, for example, the replacement rates listed 
in table 9, for private industry workers though 
those rates do include sick-leave payments as 
well as insurance benefits. 

Notes and Brief Reports 
Workmen’s Compensation Payments 
and Costs, 1969” 

Total cash and medical payments under work- 
men’s compensation programs in the United 
States in 1969 jumped to a new high, estimated at 
$2,612 million. The dollar increase ($242 million) 
was the largest since 1939, when this series began, 
and the relative rise (10.2 percent) was matched 
only once during the past 17 years-1966. That, 
year, like 1969, was characterized by rapid rises 
in covered employment, wage levels, and medical 
care prices-all of which have an important effect 
on outlays for work injuries. 

Reflecting mainly the general growth of the 
labor force, the estimated number of workers 
covered in an average week by State and Federal 

* Prepared by Alfred M. Skolnik, Division of Economic 
and Long-Range Studies. For a -l-year review of the 
program, see Alfred &I. Skolnik and Daniel P\‘. Price, 
“Another Look at Workmen’s Compensation,” Social 
Security Bulletin, October 1970. 
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workmen’s compensation laws advanced in 1969 
by 2.1 million to 58.8-59.0 million. In 1968 the 
gain had been 1.8 million. Average wages, on 
which cash benefits are based, rose almost 6.5 
percent in 1969 as in 1968. The combination of 
higher wage rates and increased coverage resulted 
in an unprecedented rise of $38 billion in pay- 
rolls in covered employment. The estimated 
covered payroll of $414 billion in 1969 was 10 
percent larger than the estimate for the previous 
year-the greatest proportionate increase since 
1951. 

Medical care prices also experienced a rise that 
had been surpassed only once in the past two 
decades. According to the Consumer Price Index 
of the Bureau of Labor Statistics, hospital and 
medical care prices rose 6.9 percent in calendar 
year 1969, compared with 6.1 percent in 1968. 

The higher benefit outlays in 1969 also reflect 
liberalizations in the workmen’s compensation 
laws. During 1968 and 1969, 31 States increased 
maximum weekly benefits for temporary total 
disability. In addition, five States had their 
weekly maximums increased automatically as the 
result of legislation that tied their weekly maxi- 
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mums to a percentage-usually 50 percent-of injured Federal workers are related to current 
their State-wide average wage. Three other States wage scales. At the end of 1969, the Federal 
passed such legislation in 1969. The Federal Government and 15 States paid a weekly maxi- 
Employees’ Compensation Act also provides for mum of $70 or more for temporary total disability 
a “flexible” maximum under which benefits for for a single worker or a married worker with a 

Estimates of workmen’s compensation payments, by State and type of insurance, 1969 and 1968 1 
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New Mexico......-.........----.-..-...-. 10,59! 
New York.......-........-.--.-.-.-.----. 263,32: 
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South Dakota... ._...__.._. . ..- ._._._..._. 
Tennessee......-............-.........-.... 
Texas....................~..........~ ...... 
Utah ._..._._ ._ .._..._..._ ...... ._ ......... 
Vermont.................-............~ .... 
Virginia.. .... . .._.._...-__ ........ . _ ..... 
Washington..........--.- .................. 
West Virginia........-......- .............. 
Wisconsin ._.._. .... .._...-__ ........... .._ _ 
Wyoming................-.---.-.........-. 1.. 

Federal workmen’s compensation: 
Civilian employees 6.. _ _ __.._._.. -- . . ..__ 
Other?......-.....-.---~---.------....--- 

99,091 
12,03( 

1 Data for 1969 preliminary. Calendar-year fgures, except that data for 
Montana and West \‘irginia, for Federal workmen’s compensation, and for 
State fund disbursements in Maryland, Nevtde, North Dakota, Oregon, 
Utah, Washington, and Wyoming represent fiscal yeals ended in lYe8 and 
lY6Y. Includes benefit payments under the Longshoremen’s and Harbor 
Workers’ Compensation Act and Defense Bases Compensation Act for the 
States in which such payments arc made. 

* Net cash and medical benefits paid during the calendar year by private 
insurance carriers under standard workmen’s compensation policies. Data 
primarily froth A. M. Best Company, a national data collecting agency for 
private insurance. 

J Net cash and medical benefits paid by State funds compiled from State 
reports (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 workmen’s compensation policies that 
do not include the standard medical coverage. Estimated fro’m available 
State data. 

5 Includes payment of supplemental pensions from general funds. 
6 Payments to civilian Federal employees (including emergency relief 

workers) and their denendents under the Federal Employees’ Compensa- 
tion Acd. 

7 Primarily payments made to dependents of reservists who died while 
on active duty in the Armed Forces. to individuals under the War Hazards 
Act, War Claims Act, and Civilian War Benefits Act, and to cases involving 
Civil Air Patrol and Reserve OAicers Training Corps personnel, maritime 
war risks, and law enforcement officers under P.L. YO-2Ql. 
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wife and two dependent children. Nine States 
paid $60 to $69 a week. 

With the growth in payrolls matching the in- 
crease in benefits, there was no change between 
1968 and 1969 in aggregate outlays as a percent- 
age of payroll. For every $100 of covered pay- 
roll, 63 cents continued to be expended in cash 
and medical payments for work injuries. 

Of the total payments of $2,612 million, 63 
percent was paid by private insurance carriers, 
23 percent by State insurance funds (including 
the Federal workmen’s compensation programs), 
and 14 percent by self-insurers. This distribution 
represented no change from that of 1968. 

A little more than one-third of the total ex- 
pended in benefits went for medical and hospital 
services in 1969 ; this amount was about $920 
million. Of the remaining $1,692 million paid 
in, cash indemnity benefits, it is estimated that 
$185 million represented survivor benefits in death 
cases. A comparison of the 1969 distribution of 
payments with that for 1968, by type of benefit, 
is shown below. 

[In millions] 

Type of payment 1969 

I I 

1963 
-. 

Total _............._____._ .._______. _._____.. $2,612 $2.369 

Medical and hospitalization ____. --_-_ ____ __ .-.. .-. 
Compensation,total...-.-..-.-....-.--....--..... 

Disability -.-_- _...___ ___.._._.__.._______. 
Survivor-.............~.-~-.--..-.---.-----..-.. 

830 
1.539 
1,374 
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STATE VARIATION IN BENEFIT PAYMENTS 

For the second year in a row, every State in 
1969 reported higher benefit payments. The only 
program showing a decline was the Federal pro- 
gram that covers injuries to persons other than 
Federal civilian employees. This program, which 
is chiefly concerned with death payments to de- 
pendents of military reservists who died in active 
duty during the Korean conflict, affects a declin- 
ing number of persons. 

Although individual States showed wide varia- 
tion in their rates of increase, all geographic areas 
shared more or less uniformly in the growth. The 
South, Southwest, and Mountain regions had the 
highest rates of increase, but the 11-14 percent 
recorded for these areas was only slightly higher 
than the 9-10 percent in the other regions. 

More than three-fourths of the labor force 
covered by workmen’s compensation were located 
in the District of Columbia and the 35 States that 
reported benefit increases of 5.0-14.9 percent. 
Only three States (Mississippi, New Jersey, and 
North Dakota) had increases of less than 5 per- 
cent; they represented about 5 percent of the 
covered labor force. Advances of 15 percent or 
more were registered for 12 States and the Federal 
program for civilian employees (with 1’7 percent 
of the covered workers). Three of these States- 
alaska, Arkansas, and Idaho-experienced an 
increase of 20 percent or more. 

This overall pattern of growth in 1969 is similar 
to that of 1968 when 37 jurisdictions, with three- 
fourths of the coverage, also reported increases 
ranging from 5.0 to 14.9 percent. Major differ- 
ences between the 2 years occurred at the ex- 
tremes. In 1968, nine States having 16 percent 
of the insured workers reported increases of less 
tl an 5 percent and six States, with 8 percent of 
the coverage, had increases of 15 percent or more. 

In 35 programs, benefit increases were greater 
in 1969 than they were in the preceding year; a 
lower rate of increase was reported in 1’7 pro- 
grams. Fourteen of the 26 jurisdictions with a 
greater-than-average rate of growt,h had also re- 
ported rises higher than the national increase in 
the preceding year. Only Arizona, Connecticut, 
Delaware, and Michigan, among the 13 jurisdic- 
tions with increases of 15 percent or more, had 
reported increases of similar proportions in 1968. 

Payments in each of the eight largest States 
amounted to more than $100 million in 1969 and 
together these States accounted for 57 percent 
of the total amounts expended. It is interesting 
to note that these eight States had also accounted 
for the largest bulk of expenditures 10 years 
earlier (54 percent in 1959). They appear in 
different order in the 2 years, however, when they 
are ranked by magnitude of benefit payments, 
as the listing below shows. 

1969 1959 
California New York 
New York California 
Ohio Ohio 
Michigan Texas 
Pennsylvania Illinois 
Illinois New Jersey 
Texas Pennsylvania 
New Jersey Michigan 
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COST RELATIONSHIPS 

Like covered payrolls and total benefit pay- 
ments, the costs of workmen’s compensation were 
about 10 percent higher in 1969 than in 1968. 
As a result, employers continued to spend for 
the third consecutive year the same proportion 
of their payrolls to insure or self-insure their risks 
under workmen‘s compensation program-about 
$1.07 per $100 of payroll in covered employment. 
In earlier years, the rate had been lower-$1.02 
in 1966 and $1 in 1964 and 1965. 

The estimated cost of workmen’s compensation 
in 1969 was $4,441 million, an increase of more 
than $400 million over the 1968 estimate of $4,030 
million. The 1969 total consisted of (1) $3,255 
million in premiums paid to private carriers; (2) 
$792 million in premiums paid in State funds 
(for the Federal programs financed through con- 
gressional appropriations, these “premiums” are 
the sum of the benefit payments and the costs of 
the administrative agency) ; and (3) about $395 
million as the cost of self-insurance (benefits paid 
by self-insurers with the total increased by 5-10 
percent to allow for administrative costs). 

With total benefit payments and costs rising 
at the same rate in 1969, the B-year decline in 
the proportion of the premium dollar going for 

benefits was halted. This proportion reached 58.8 
percent in 1968 and 1969, after a steady decline 
from a high of 64.1 percent in 1962. 

The same trend shown for all business is seen 
when the experience of private carriers alone is 
examined. The ratio of direct losses paid ‘to direct 
premiums written (commonly termed the “loss 
ratio”) held steady at 50.4 percent in 1969 after 
dropping gradually from a high of 56.0 percent 
in 1962. h ratio based on losses incurred (which 
includes amounts set aside to cover liabilities 
from future claims payments) would be higher. 
According to Spctator data, losses incurred by 
private carriers represented 62 percent of net 
premiums earned in 1969-as in 1968. 

With the Federal program excluded, State 
funds also show a steady decline in the loss ratio 
since 1962 when benefits paid equaled 78 percent 
of premiums written. The leveling off, however, 
began before 1969 and for the past 3 years the 
loss ratio has remained at 67 percent. 

The loss ratios for private carriers and, to 
some extent, for State funds do not take into 
account the premium income returned to em- 
ployers in the form of dividends. Available data 
indicate that dividends when related to total 
premium payments (for both dividend- and non 
dividend-paying companies) generally average 
about 4-6 percent. 

Social Security Abroad 

Recent Social Security Reforms 
in France* 

On July 24, 1970, the Council of Ministers 
approved a series of social security reforms aimed 
particularly at slowing down the rate of increase 
in medical expenditures and improving the cir- 
cumstances of low-income families and the dis- 

* Prepared by Dalmer I). Hoskins, International Staff, 
Office of Research and Statistics. 
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advantaged-widows, orphans, the aged, and the 
severely handicapped. The changes affect all 
three branches of the general scheme- (health 
insurance, old-age pensions, and family allow- 
ances), which covers more than 12 million wage 
and salary workers in industry and commerce. 

One of the more important changes provides 
that the single-wage allowance (paid to families 
in which the spouse is not working) is to be 
doubled for low-income families but abolished 
entirely for those families with earnings above a 
fixed ceiling. In addition, 1 percent of the em- 
ployer’s contribution rate to the family allowance 
fund will be used to cover deficits in the health 
insurance and old-age pension funds. ,4 series 
of economy measures will reduce costs to the 
health insurance fund. 

The reforms of July took place in the midst 
of the final stages of approving the sixth 5-year 
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