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CHAPTER T
INTROLUCTION

Statement of the Problem
The problem of {his study is to record the evolution and
to determine the present status of workmen's compensation in-

surense in Texas,

Puroose of the Study

The history of workmen's eampmmtmn ineurance began in
Texas in 1911 along with the gensrel movement in the United
States to remedy s malodjustment of industrisl soclety. The
maladjustment lay in the faulty placement of the expense of
industrisl injury on employees, rather than as a coat of pro=
duetion to be borne by consumers.l Conclusions will be drawn
from the Information presented &z to the present status of
workmen's compensation ipsurence in Texas for the purpose of
making recommendationa for changes in the light of what ia
deemed necessary for the f‘ulé’illmat of ite intended purpose.

Scope of the Problem
In genersl, this thesie lnvolves a study of workmen's
compensation insurance In Texzes from the first legislative

ro—




attoupts at providipg compensstion for induvetriel injuries in
1611, to Juns, 1947. The speelifiec scope of the problem ine
¢ludes a study of administrative authority, types and smounts
of coverage, carrlers, and ¢lalm payment and procecdurs, Refw
erences %o conditions in other states will be made only when
such refersndes are necessary for comparison to conditions in

Texns,

Bources of the Data

Date for this study have been collected fyom the Annual
Reports of the Board of Insuranse Commlissioners, Austin, Toxes;
The Blennlal Reports of the Industrial sccldent Board, Austin,
Texas; personal 1aza#viaws with officers of the Texas Employers®
Insurence Association; and from other documentary sources, in-
eiuding publiished books and pamphlets of the United States
Department of Labor, and digests of the insurance lews of
Texss,

Treatment of the Date
The historical deata will be aesimileted to present e
chronological history of the development of workmen's compenw
sation inswrancs in Texas, but for the most part, ths data
will be presented to permit a toplesl develoment of the spe-
eific phages of the problem, Conclusions will be drewn as %o
the scope and status of adminlgtrastive avthority, the types
and amounts of coverage, the financial requirements of insupe

ance carriers, and elaim paymest and procedurse. Finally,



- recommendotlions for chenges will be mede where inadequacies of

workmen' s compensation insurance in Texas ars discovered,

Survey of Related Studies

Karl E, Ashburn, Special hssistent State Auditor of Texas,
wade a study of workmen's compensation insurence in Texas in
1938, His study wes aimed primerily et making recommendstions
for iﬁgr&vamﬁnt of statutes providing compensation fopr workers
injured in the course of their employment, In that roupect,
the findinge of hils study coineide with the purpose of this
study, but his recommendaiions were drawn largely from opinions
and hearsey and were not necessarily substaptiated by fects.
Bven though the findings of the two studles are vorrelated
very closely, bis work is not considersd & reliable criterion
for svaluation of the workmes's compensation insurance laws
in Texase because of the tov g@mﬁgal troatment of the problem,

The Buresu of Labor Statistics of the United 3States Departe
ment of Lebor issved & report on experience under the different
types of workmen's compensation lews in the Eﬁ&t@@lﬁﬁmtea and
Canada in 1040, This study made a comparison of benefits to
be derived, persons and eauployments covered, injuriss snd
diseases ocovered, and clsims administration in the various
states end Cansda, This report will bve used e8 a relerencs
whenever it 1s considered advipable and within the gocops of
thia study to melte comparisons between worikmen's compzasstlion

in Texns and other staotes.



The Division of Labor Standards of the Unlted dtstes
Davartaent of Lebor lssued in 1946 a aem@ar&tiV@ study of
workmen's aamgaawatian insurance in the different %t&téﬁ that
have provided for compensation of industrial injuries, The
study made by the ﬁivzﬁgan of Labor 3tandards is patterned
after the study made in 1940 by the Buvesu o Lebor Statistics
aué éffara more up~to-date informstlion on ths seme speecifie

phages of workmen's éam@ansa%ian in all ﬁ&é statos.



CHAPTER IX

EVOLUTION OF WORMMEN'S COMPEHSATION
INBURANCE IN TEXAS

Background of Worimen's Compensation

Soelety has always demanded goods which sre sometimes
produced at grest h&garﬁ to the heaslth and 1ifs of the workers
eoncerned, The employer has of necessity been pulded by the
profit motive, ¥hen a wechine becomes broken, obsclete, or
worn out, it iz discarded bevause it wouvld be unprofitadle to
keep on using 1t, When g humen worker is injured or sick, he
too must be dlscerded becsuse 1t would be unprofitedle %o keep
on using bin, It hee seomed n&ea&&ary‘in this highly &mﬁuaﬂxi&lé
ized, compstitive scolety for the employer to sacrifice the
humen being ln the intersst of gréfitﬁhla ?rmﬁuegianﬂi

Puring the handieraft stage of industry vwhioh preceded
the fastory system, é ¢lose relstionship existed between the
master and the gervant, Orounds for dsmages for personsl work
injuries could be found under ﬁh&ranmm&n law in the personal
negligence of the master. Undsr the factory system of modern
industrial goclety, the relationship between the aiployer and

employee 1s impersonal, and ihe common law doockeine of

iﬁ. £, Cummine, The I
Ds 90




negligence caunot hold the employey for damnge for which he
wae not personally the cause through fault or negligence.
The employer was further relesssd from Liability by the common
law defenses of the dootrine of contributory negligense of the
suployse, the ﬁ@etxina of sontribtutory negligence on the part
of a fellow employes, and the dogtrine of the assumption of
risk with smployment.®

¥ith these common law defenses for the smployers, ihe
injured wrikman in modern iandusirial society for many years
was practically without relief fyom severe cconowie losses.
This aituatzaﬁvby which the dafsnees of the employers under
the common law of negligence aaaﬁad the burden of the scoidents
attributable only %o the industry itself to fall most heavily
on those lesast able to besr it represented a maladjusiment
in modern industrial sooiety for which workmen's compensation
was developed as s remedy., Workmen's Compensation thus proe
vided a legal remedy tu the situsiion, but workmen's compede
sation insurance was necessary as a way of finsneing the
benefits provided by this ram&ﬁysa

Barly remedial atbempis in the United States were aimed
at regirioting or aziminating the common law defenses %o which
employers could resort in ease of sult for ﬁﬁm&ga&. These laws

&&eria&n Acadeny of Political and Socinl Soiense,
inl Safety, Vol. CIXILI (1986}, edited by Hichard

Cs Ao Eulp, Caguslty Insuzsnce, p. 85.



did not svlve the problem, however, because o suit for damsges
8111l depended for success upon positive proof of personal
feult or negligemce on the part of the employer. Under this
Bysten, recovery was hopelessly inadeguate and uncertsin, and
it was delayed, while the need was immedinte,®

Interest in compensstion legislation in other countries
was manifested early in the United 3%ates, and numercus studies
were made Yo determine the nature and effectiveness of this
type of legivlations The first of these studies was made by
John Grauam Brooks, who was commissioned in 1891 by the United
States Bureau of Laber to investigate the Corman sooisl insupe
ance system, In 1598 the Buresu of Laber Statistics of the
State of Massachusetis made a similer study, During Theodore
Roosevel ¢'s ndministration other studies of the Furopesn
systems and of the problem of industrial sooidents in Americs
were made by the United States Eureau of Labor, Alseo, beginning
with dassachusettis in 1803, a number of state lezislative
scpmissione were appointed to gather industrial accident
statietics, to study existing compensation laws, and %o Lrame
bille for introduction in the siate lsglslatures. After 1905
organized labor begau to exext ite energies for the enactment
of state compensation laws,D

Several state compensntion laws were paseed before 1911,
but all these were deolared unconstitutional. The chiefl defect

41 shburn, SR+ 9i%s, s 15, 5§h$(;



was the compulsory nature of these enyly lawse. The couris
held a statute unconstitutional which made an employer liable
for dnumages for work injurieg when no negligence on his payt
was proved, as violating the due provess olause of the federal
conetitution and of the state constitutions, The sclution
for this constitutional problem was found in comstitutional
smendments in some instances, but in the larger number of
states the acts were made elsetive in forms The slactive
compensation statutes leave the employer to choose between
gommon law liablility without the three comuon law defenses
and the compsneation system.®

The rirst compensation law to become effective was that
of Wieconsin, sdopted snd pubt into operation on May 3, 1911,
Workmen *s gompensation In Texas resulted from a nationewide
movement shioh wos neceggary bedauss of the decentralized
Amerioan legislative system, The Texss Zmployers® Lisbility
Aet, ss the law was origloslly called, bevame effective ou
September 1, 1913.7

Lat of Dexas from 1011 o 1947

lature, 1911.--The first Texas bills

to embody the workmen's compengstion prineiple were introduced

in the Senate and the House during the yogular session of the
Thirty-S8econd Legislature in 1911, These bille were identieml,
and each provided for strict employers' liability with an

ﬁl‘h&r’h, Pe 464 ?I‘bid.



alternative general system of accident insurance of employees
by awyla?nws, The passage of either bill would have abolished
any cause of ection ageinst employers whers they complied with
The House Bill

was reported unfavorably from the committee, and although the

the reguirements as to insuring emy

Senate Bill received a favorable Teport from the committes,

it died on the calendar, The only further a¢tion taken on the
metter before adjournment was the appointuent of 2 commitiee
to study the problem of workmen's compensation bsfore the

next regular session of the Legislature in 18135.8

Third Legislature, 1913.-~The Thirty~-Third Legis~

lature convened January 14, 1913, and the workmen's e@m@@naatian

measure wae introduced by Senator Collins on the third day of
the session, January 16, Final pesasge of the Bill was on
March Bl, 1913, and 1t beeame effective September 1, 1913.°
The Texas Duployers' Liability Aet provided for a system
of insurancse to gover work aceidents and left the provision of
this insurance to the option of ithe amployer.
employers having rewer than five employees, farm laborers,
domsstic servants, and employees of yellway compsnles were

Euployess of

gpecifically exoludod from coverage under this sct 10 If en

aEg&ﬁﬁy s 174

lGXhéﬁf; Peo 4504
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employer whose employees were not gpscifically excluded from
coverage elec¢ted to remailn outside the coverage, he lost the
three common lavw defenses; but it still remained a condition
precedent to recovery for the sployse to prove negligence on
the part of the awglmyat.ix

The Aet provided for indemnity for total disability of
sixty per cent of the average weekly wige and & minimum of
five dollars and a maximum of fifteen dollars, for a2 maxinum
of three hundred weeks. A waiting period for bensfits of one
woek was estadlished, and benefite were payable to the injured
worker beginning on the eighth day after injury.l®

The Industrial Accident Board was created by this Aet to
hear claime and make awarde to claimants. The Bosrd wes come
posed of three memberse-one employer, oune employes, and one
practioing attornsy. Their terms of office were %o be tuo,
four, and six years respectively, with future appointments te
pe for six years, This Beard was given no final suthority,
a8 either the ¢laimant or the lnsurance company providing the
workmen's compensation insurance could refuse %o abide by the
Bospd's decision and enter sult im court to have ihe Boayd's
decision set aside,l®

The Texss bLumployers' lpsurance Asscciation was ereated
a8 a corporation for the purpose of writing the workmen's
compensation insurance in Texns, The Board of Directors of the

Mivid., pp. 429, 430, 121b4d4y po 430,

lﬁm’ + DD+ 48E~434.
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psgociation wae given the pover to classify hazords, set premlum .
rates, formulate policies eud declars dilvidends to the 8tocke
holders of the Associstion, subject to the approval of the
Coumiseioner of Insurance and Banking.t4

The Texas Emplovers® Liability Aet further provided that
the employer epuld sleet to insure hies employees with any
insurance company suthorized to issue easualty lnsurance in
the State of Texas, These cospanies at the time of the paséags
of the Aet included stock companies, mutuale, and Lloyds |
&aamagatignaﬁlﬁ The finsneinl and legal regulrenente of the
different types of earriers writing workmen's compensation

insurance will be discussed in detail in Chapter III of this

s 181 8s-=The Thirty-Fourih
Leg@a&atuxa in 1@15 added an anmendment %o the Texas Employsrs*
Liability Aet providing that regiproeal companies, oF intere
ipsurance exchanzes, could write workmen's compeneation insups
ance in this ﬁﬁata,iﬁ The resiproosl coupanies sperated through
an attorney~in-faot, and the legal requirsments of thelr opePe
abions will be Adiscusesd in Chapter IIXs

, 18174~~The Thirty-Fifth Leglise
lature aﬁﬁaﬁ an amenduent to the Texas ﬁmplayera* Llahility

“’zma., Pp. 455436 151y ga” Pe 457

18 ,
T@m&& Depaytment of State, General and 6‘&$ial Lowe ©
Sha L : h: ‘t ~?aurtﬁ Tepisiature, 1048, pDs %@ﬁ”??3*
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4¢t providing that esployers with three or more employses,

who were not otheywiss exeluded, were elizible tu provide
wéﬁkmen*a gompansation insuraunee for thelr employews, The
title of the Texas Huployers' Liability set wme éh&@gaﬁ 0

the Texas Workmen's Compsnsation Insurauce Act, nnd employees
were given the right to elect to refuse the insurauce doverage
1f the amployer offered to provide it. If an @m@lay@é sleoted
to refuse ihe coverage aud potified Lis employer of that fagt
within five days alter hia hire or the provision of suoch ine
surance, he rotained bDig right o sue Rle employer fOF damage
arising from injury ﬂﬁ#t&&n@ﬁ'in the eourse of his employment.,
However, upen the election of the emwployee 1o walve the 1asgwe
ance eoverage, the employer Tetatned his rights %o the hree
defenses under the commn lew,t? ‘ .

Attorneys fees Tor representing a client before the
Industrial Acolident Board wér@ limited %o fifteen per cent of
the first §1,000 of the Doard's award and ten per cent of any
&wa&n%»in excese of @&,Gﬁﬁwlﬁ

Compensmtion for total 8isability remmined at sixty per
gant of the avernge weskly wage, with o minimum of 40 and a
maximus of §15, but the period of benelfits was inoremsad from
the original J0Y wesks to 401 weeks,l¥

”‘i‘mm mgawmmt of |
the State of Texas, Thirt

la‘gm@g Pe 875, wgb_i‘a., P 274,
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y=Bighth Legi ares L923.~-An amendment o the

texas Horkmen's Compenssation insurance Aot was passed by the
Thirty-Eighth Legislature which required the insurance carrier
to provide mediosl treatment at ite expenss for the injured
employee for four weeke following the injury, if such nedienl
aid wse considered negessary by the Industrial Accldent Board, %0

This amendment alsc ineressed the minimum and meximum
paymenst for injury to 2 minimum of seven dollars weekly and &
maxigun of twenty dollars weekly.®l

The Board of Insurance Commissicners was given the ex~
clusive power of clasel fying hazerds, fixing premium rates,
and prescribing policy forms for workmen's ocompensstion ine
surance, The Casualty Insurance Commissioner was given the
suthority to require all employers to file records of thelr
agoident experience in all thelr work classifiontions with
the office of the Casualty Insurance Commissioner, From the
tabulated exparisnce records and from atudies mede of rate-
making techniques in other states, the Camualty Ineurance
Commisaioner was yogquired %o furnish eufficient information
to the Boaxd of insursnce Cpmmissioners to permit the Board
to slageify all hazards nnd set the premium r@taa.ag The

Board of insurance Commissioners was empowered t0 make olose

mm%m:
2

2.‘%

1%” p. 388, MM pe 409,
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examination of the finapeial ccndivion of any insurance
garrier before that carrier could declars dividends to ita
stogkholders or pclieyhﬁlﬁara.ga

ture, ;g§1,-%ha ?artiaﬁh Legislature
added an amendment to the Aot whioh provided that if the

work injury resulted in disability for = period of four weeks,
aompensation was paysble from the date of the injury, or from
the date upon which diaabiiity actually began, This amendment
repesnled the provision of the original Act whiech provided that
compensation was payable Crom the eighth day following the
injury or the date on which disability began, regardless of
the length of the disability,24

This amendment further provided that notiece of the refusal
to abide by the decisicon of the lndustrisl Acgcident Board nust

be filed with the Board within twenty daye after the Board's
final ruling, 2nd thet suit %o have the Board's ruling set aslds
must be filed in court within twenty days after notice of susgh
intention, Failure to file notice or suit within these specie
fied times would make the award of the Board finel,2S

The provision of workmen's compeunsation insurancs forx
all employees was made compulsery for all motor bus companies

operating in the Gtate of Taxasnaﬁ

Z81p14., p. 410.
4?&3&3 Department of State, Jeneral and
the Btate of Texas, Fortieth Leglsloture

26 .
2511‘%&“ Pa BE28., _‘IM»tg Ps 405,
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Forty-First Legislature, 1928.~~The Forty-First Loglis«
lature provided for regulation of carriers writing workmen's

compensation insurance in thie state on the Lloyds plmnqﬁ?
These regulations will be disoussed in detail in Chapler III
of thia thesis,

Forty=3econd Legislature, 1881+~~The Forty-Second Legle~
lsture added an amendment to the Aot which made it possible

for employers of farm, ranch, and domestie labor, and those
having fewer than three employees to voluntarily come undey
the terms of the ast, Their failure %o do so did not remove
thelr common law defenses in case of suilt for éamagaa,ﬁa

Forty-Fourth Legislature, 1988.-~lhe Forty-Fourth Legise

lature passed a law providing that a constitutional amendment

giving the Legislature power to provide workmen's compensation
insurance to state employees be submitted to the electors of
the state for vote., The amendument specifioslly stated that
the legislature was given the right to provide the insurance
covornge to ebate employees, but that the state would not be
reguired to pay the premiums for such insuranee,*® The amende
ment was voted on by the electors Hovember 5, 1956, and was
aﬁaptﬁﬁ by a vote of 5@&,6&1 o %%?,563g5§

ay?ﬁﬁaﬁ 3@9&rﬁ&ant of %tate; General
Yhe «ﬁﬁﬁw of mﬁﬁﬁﬁo Forty~¥i Rk p

M&m:agg gm

291p1d., pp. 283, 224,

306y vig Federation of Dallas, Texas Soeinl lLegislation,
A Raeport Prepared by the Civie Fmﬁer&timn of Dmllas, Vol. lll,

ps 87,
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(ures 1807.-A systenm of self~insurance
was provided for the Texans Sfate Highway Department whereby all
exployees of the Lepartment would be covered by workmen's coiw
pensation insursnoe. FPremlums for this self-insurance were to
be paid from the appropristions for the Department and were
not to exceed three and aﬁe~h&lﬂ per ecént of the annusl
appropriation, This insurance system was to be administersd by
a director, an assistant director snd adjusier, five safety
instructore and field investigators, a stetistician, and four
stenographers., The director and the assistant dirscetor and
ad juster were given authority $o settle the oases and make
awards, and the field men were to luvestigate the claims St

Attorney's fees for representing an injured employece in
court were limited to ome third of the award made by the couri,
but if, in the opinion of the court, no beneflt was derived by
the employee {rom repressnintion by the atiorney, the attorney's
feo should be limited to the fee allowable for representation
before the Industrial Secident Board,®

Forty-Sixth Legiplature, 1§39.~-The Forty-Sixth Legls~
iature added mn amendment to the Sct which ralsed the {inancial
requiremsnts of the reciproeal companies writing workmen's

compensation insurance in Texas. This amendument ralsed the

| 31Texms Departuent af State, gagga;}g@§,§ggg&@; Leowe g:
the State of Texns, Forty-Fifth . %gi%l&t&#a, 1887, ppe 1352«
1360,

& ‘
8 ibid., pp. BBL, D36,
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asset and deposit requirements of the reciprocal carrisrs
and added a provision z@gulatiﬁg'liﬂhility to sasescnent of
their subscribers,®® These requirements will be discussed
in Chapter 111,

ture, 194l«~~An amenduent to the ict
by the Forty-tSeventh Legislaturs required insursnce oarriers
writing workmen's compensation insurance to provide artifiecial
appliances for ilujuraed w&rﬁarﬁ when such applisnces were gone
sidered necossary by the Industrisl Accident Bosrd, The ipe
Jured worker was required %o spply to the Industrinl focldent
board for the applisnces 2nd to undergo an examination by a
physician designated by the Board, If the physicisn's examiw
nation rsvealed that artificisl appliances were nevessayy,
the insurence carrler was required to provide the eppliances,
The maximum cost to be borne by the insuranece ocarrier for the
applisnces was set at $200.%¢

irg, 1847.-~The ¥Firtieth Legislature

passed an amendment to the Act which sst the maxinmum benefits

payrble under the Act at twenty-five dollars per week and the
minimum benefitvs ot nine dollare per week, Thiszs same oneud=

ment also limited gpeclial nursing services %0 a pericd of

a2l lags

33Taxas Bepartuent af %tate, e sregdnl
: kL, » ‘ Hy PPe 8726 G

the Btate of Texns, ¥

s&meas Department of wtata, @gg@ 1 and Speeial Laws of
the State of Texas, Fortye ot iglature, 1941, p. . B4,
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180 days from the date of injury. The bill beesme effective
april 8, 1947,98

An amendment was adfed o the Aet providing for s Second
Injury Fund, to be used to compensste an employes who hes
sutfered e prior injury and who becames permanently and totally
inoapacitated by reason of a subseguent injury. Under the Texas
Workmen's Compensation Insurance Act, the insurance compsny
paye for the second injJury only, and this fund wes created to
sowpongate the injured employee for the combined effect of the
two injuries, The fund is to be created by the paémmnt to the
Industrial Acoident Boapd of £1,500 in every case of the death
of an employee that is covered under the Act where there is no
surviving beneficiary. The total smount of the fund will be
limited to £100,000, and 1%t will be administered by the Ine
dustrial Aceident Bosrd, The bill wes made effective on
April 17, 1947,%%

An smendment known as the Ocoupational Disesse Bill was
added to the Aot for the purpose of gompensating employees
who suffer disability by resson of exposure to counditiong in
their employment that cause certelin Jisesses, The specific
coverage provided by this bill will be dlscussed in Chapter III.
Any eumployee who becomes afflicted with any one of the dicenses
ineludsd in the schedule of coverage, by yeason of his euploye

3%p1rtieth Legislature of Texas, E. B. 10, P: L.
Sﬁ?iftiath Legisiature of Texsns, H, B. 468, pps 1,4 24
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ment, will be compensated under the terms of the Texme Worke
pen's Compensztion Insurance ae%'an the peme basis that applies
%o injuries, The Lill was So dravn that i% will not becone
fully @fféatit& as to gilicosis and ssbestoeis until four
years from the effective date of the bill, During the first
twelve months after the effective date of the bill, the benes.
fits for these two disesses will be 204 of the maximum benefits
otherwise paysble. The benefits will be ilnereassd by 204 dure

ing sach additional twelve monthe, and full benefits will be

paysble at the end of four years, The bill was made effective
February 10, 1947,57

3??1£tiath Legislature of Texas, S, B« 40, Pp. 1, &,



GHAPTER IIX

i PRASENT ST.TUS OF GORKMER'S COMPENS'TION
INSURANCE IN TEXAB

Administrative Authority
Hosrd of Insurance Comms
powers 0f the Board of Insurance Commissioners were presented

in Chapter L1 of this thesis. The Chairman of the Board is

saionerg.~-ihe general duties apd

required by law to examine all stock and mutual gospanies
and Lloyds associations ounce each two years, or more of ten
if he deems an examination necessary,> The Texas Hmployers'
Insurance Association ie exsmined annually before the liablility
to assessment of its members is suspended. This llabllity
%é apsessment s suspended when the Asscclation bas an admitted
surplus of %2@@,90013 Reeiproeal companies may be examined at
any vime by the Doard of Insurance Conmissioners.

In ¢lassifying hazards and esinblishing premium yates,
the Board 61‘ Insurence Conmissioners divides the premium
dollar into fifty-eight cents pure premium and forty-twe
cents loeding premium, Ixperience ratings for each type of

work classificntion sre buassed on the Tirst three years of

loara of insurnnce Gommiesioners of Texas, lusurance
Laws of the State of fexas, 1937, pp. 12, 184.

2 3
Mi, Da 238. MG‘ Pe 8D



the foureyear pericd immedistely preceding the yvear for which
the rates are %o be used. Hetes ars published 1% dsys before
thelr effective date, and any insurance ¢arrier not satisfied
with the rates prescribed may ask for a henring befsre the
Board of Insurauce Commissioners,?

The Life Insurance Commigsioner, who is Chairumn of the
Board of Xn&uraﬂag Commissioners, has exclusive control ovey
the lieensing ¢f new coupanies, approving of sscuritiss ree

quired by law, and sancellingz licenses of insolvent 3@M@aﬂiﬁﬁ;5

plustrial Agcident Bosrd.-~The Industrial Ascident Bosrd
nete ln Judielsl, adaminlstrative, and clerieal capacities, In
ite clerical work it is reguired to keep 2 yacord of all ascie
dents reported, the swount of compensation paid, and mumerous
other Teports congerning each claim. In such gapacity it is
alsc required to keep a record of all employers who oarry
vworkmen'e compensmtion insursnce, together with complote infore
mation concerning such ineurance and the various ingurance
sompanies who lsgue such policies, JIn its administrative
capacity, the Board sypervises cedienl snd hospital treatment
in proper onees as well as the payment of compenszmtion to the
injured employvee and to the benefieiaries in onse of death of
the employse, In its Judicial capagity, the Board pasces on
compromlise settlement agyeements where the liablility of the

$personal interview with Smith Taylor, Chief Underwriter
of the Texas BEmployers' Insursace Association, July 86, 1947.

aﬁ.shbﬂrﬁ, SD« Gitu’ Ps BEa



insurance coupany is doubtful or the extent of the injury of
the employee is uncertain or incepalble of being satisfactorily
gatobliished,. In such unses, the Board may approve Buch agrﬁaﬁ
ment when convinced that the claimant is being paid the smount
to which he is entitied. I no%, the insurance oompany is
roguested to incremss the sumount of the agresment %o the sorreat
sui. This is often williugly doune by the insurance company;
othervise, the olaim will be set for hesrismg either in Austin
or st some plade near whers th# elailmant resides. Where oconw
pensation is not voluntarily peid in the correci ampunt or
where a settlement satisfactory to the Board is not made; the
claim is pet for henring and after evidence is offered by Loth
the elaliment end the imsurance company, o final award is issusd,
Zither the insursnee aém@aay or the injured employee msy appeal
the oase to the courts if not satiafied with the Industrial
Acoident Board's award,®

The Board determines whether the proper compenestion rate
- 4s bsing paid and also decides the amount of compemsation to
whigh the employee is entitled for time lost from work, or for
the loss of & specific member of the body., The Board is slso
salled upon % deternims who nre the proper beneficiaries in the
gase of death of the employee, snd in all omses where medical
or hospitel trestuent is needed, the Board suthorizes such

»
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treastment for the injured employee and may by the unanimous
vote of the Board suthorize a surgiosl operation when it is
shown thet such operation would be beneficial %o the @%@l@?@aaq
| Approval of compromise settlemsnt agreements by the Board
iz not o matter of routine. In each osse the contents of the

Bosxdte files are carefully examined by at least two members
of the Board, The submission of evidence and certifiecates of
reputable physicimns are required as prerequisites %o approvel,
In oomparatively few of the cases heard vefore the Board are
lﬁwy#xﬁ

mployed, Therefore, it becomes the duty of the Board
to advise and instruct olalments how %o make and present thelir

ations, In every oase it is necessary that
the employer and the proper insurance company be gorrvectly
mamed, eand that certaln other legal reguivements be met in
ordey that the employse will not lose his case because he
failed to comply with some speoisl provision of the statutes
if the ocase is appealed to the ﬁauxtagﬁ

one of the main purposes of the Workmen's Compensstion
Aot is to provide that the injured employee shall have an
opporiunity to have his oclaim passed upon by the Board prompily
in all oases where weekly compensation 1s not being paid.
It is impossible to determine the exagt nuuber of clalms

g£2£§~* Pe %o

yard of
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kandled by the Board eath year, as claiums for compensation
for iojuries ocourring in one fisesl year are often not filed
until the fellewing yesy, and some claims pending during osne
fisoal year are not fimally dlsposed of until sfter ihe end of
such yesy, especially shere coumpensation ie helog p&iﬂag
In passing upon contested oleime and Goupromises, the
pegbers of the Industrial Accident Board must scl. These
Guties cannot be dulegated to por performed by the employees
of the Boaxd. In some peses where awards hsve been made and
insurance companies are paying compensation, the Board will
be foreed to grant new hearings because of the difficulty of
determining the extent of injuries in sll cases, The employes
roveiving sompensation may contend that disability s$ill exists,
and the incurance company msy contend that its liabllity has
been discharged. In these gssses of indelerminate awards, 1%
becomes necessary for the Board to order a medignl examination
of the employee and hold apother hearing if necessary to estabe
1ish definitely the insurande company'e additicnal liahilitytla
During recent years the Board has npot had sufficient
personnel te handle promptly the inoreased volume of claims
which have come before the Board,l Table 1 shows the

%&ﬁ?gg &94&*3, VEE* Mt’ Py B
tent Board, 1984-0, op+ Si%ss Pe 3




growth im the volume of ¢laims handled by the Beard from
1918 to 1946, The Industrial Aceidunt Boeard was created

TABLE 1

NUMBER OF AWARDE ENTERRED, COMPROMIBES APPROVED
©AND TOTAL HELRINGS ﬁY THE IWDUSTRIAL
LCCLIDENT BOARD, 1910-19046

Yeny Contested Claims Comprouises Total
1918 1%? TLET 147
i9ls &&&, sransy 404
1§1§ %;ngcm ttrhr* *’tﬂ#m
1930 G608 834 D43
1821 811 : 431 : &tﬁ%ﬁ
1928 823 | 523 1,546
1923 891, shrnnt nuqram
lg84 14004 shneet TLL LA
1988 1,480 1,788 3,208
1926 1,588 1,958 ,ﬁ%
1929 1,858 2,348 @,&%
1988 1,017 2,904 4,B21
1629 1,086 %,269 B,215
1930 2,029 4,507 6,684
1933 2,715 5,318 8,021
1952 2,912 5,618 7 7 524
1933 2,477 5,772 6,249
1954 2,895 7,002 9,387
18385 2,794 5,814 ll,%@i
1956 2,949 10,418 13,547
l@&? t}}*&_* rHE SRR ‘ﬁ!#t.
le88 rrewn” sesans? TTIIL)
1959 : futgaq«# in-sa;qo* rEESEE
1940 4,416 9,643 14,160
lg‘i}» Qﬁﬁ:ﬁ‘w '*&‘Cﬁf’& &*Q“Oﬂﬂs
1948 8,271 14,238 17,507
1943 2,998 16,902 195600
1944 65170 17 ,@m 83, ga@
1946 8,680 17 1185 35,@%

*?igaxaa not availsble.

r$s of the %ndna%x&a. Agoldent Board of
| Xéﬁz%é 5 .;; -

Sources: Re
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in 1913 for the purpose of hearing olsims «nd making awnrds,
and three wembers of the Board could diseharge the responsl-
bilities of the Boerd at that time because of the limited
number of compensation clalws and formsl hearinge, Hovwever,
from 1916 to 1946, the oumber of formal hesrings sad compromise
settloment agreements handled &ﬁaually by the Roapd ilnereased
from 147 to 25,865, Xt is inconeceiveble that such an inerease
in the number of ¢laims %o be handled should not be sccompanied
by an inerease in porsonnel, However, a study of the records
of the Board reveals that ¢laime are handled and swnrds issusd
by the Boaxd in lesg than half the time that puch clalms are
finally settled when sppesled to the courts,>®

A etudy of the
period from Septenber 8, 1939 Yo Getober 10, 1939, has shown

800 onses heard by the Board during the

that there w=s an average difference in time of 3 monthe apnd
& days bestween the Board's action and final settlement by
sgreed judgment spproved by the court. However, during this
period there were 285 other ¢nses hesrd by and appealed from
the Board upon which no settlement had heen reached after
approximately & yvear's time, A similar situdy of 1860 gases
heard by the beawd Guring the period from September 5, 1936
to October 11, 1938, showed that there was an average 8ifferw

ence 1 time of 3 monthe and 10 daye between the Boardts action

eport gf the 1 dustrial &a@iﬁa;t Hoard of Texas for the
% r& F“Ei AUEUSE BL, 1 Atgust OL, 1943, and
i Pﬁ
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and Tinal eettlement by agreed judgment in court, with 41
onses 83111 pending after a year's time.l3

The Industrial Aceident Board commented upon the situstion
in its bieunial report September 1, 1838, to lugust 31, 1934:

During the year ending Supust 31, 1938, s total of
1,265 oases were appealed Irom the Industrial Agcident
Board., 1t wes jJust slightly morc than 43% of the cons
tanted onsee passed on by the Board., Of the 1;265 onses
appealed tc the courts only 745 hed been tried on Jane
uary 1, 1933, The romsining 520, eor 41%, are still pend~
ing in the eourts. Of the aboveementioned 745, in whiok
judgments were rendered, many were seitled by nagreed
Judgment imsediately after they were ﬁ%p@ﬁl&é; and A Dupw
ber have now been appealed to the courts of civil appesls.
Practically every one of these settlemenis on %g@@&g
Judgments could have been made before the Ipdusirial
Aoeldent Board and court costs would have been eliminated
and attorneys' fees deoressed. The result would have been
benefiecial to the employers who pald premiume, ﬂf' to the
employees who were entitled to the compensation.

Uf the 6,580 contested cases heard before the loard during
the fisecal year ending August 31, 1946, there were &,800 ¢ases
appealed to court. These ¢ases appealed to the courts represent
53,06 per cent of the contested claims heard by the Board,:®

It has been genperslly recoguized that courts are not
properly eguipped to remder the type of service needed for
workaen's compensation administration beeause of wany correlated
regponsibilities invelved, The Hational Conferences on Labor |

Legislation have repestedly recomnended administration by a

t Board of Xexons for ihe
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eomiission or board rather than by the courts, In states
where the law is adwministersd by n commiseion or hoard, the
state agency usually hes exelusive Jurisdiction over the deter-
wmination of facte, with appeals to the courts limited to
queations of law, 8 The Texss Workmen's Compensation Aot
allows complete freedom of appeal from the decision of the
Industrial Aceident Board upen both questions of fact and
law, followed by a trial de movo in the lower courits with
further opportunity for sppeals o the higher courts.t7

From every point of approach it ig plain that constitutional
rightes to litigntion, superimposed upon compensatlon asdminise
4%:&@19&, are a burden instesd of an advantage to the claimant,
fn the other h&k@, it hes been said that under present conditions
it would be unwise %o remove the restraint of judicial review
unless there could be built up & personsel with an 1n&eyamﬁaﬂ@&¢*
&n& a tenure comparnble to that of the courts, But it is
apparent that a judieial review of s porsion of the onses
handled by a componsation board is not a satisfactory remedy
for an undesirsble personnel situstion. A ocumbersome procedure
intensiries instead of cures the evils in such a situstion,
while the chance for am appeal to the couris has sometimes

diverted the anttention of workers from more suitable remedies

1654 yieton of Labor Standards, U. §. Department of Labor,
State Forkmen's Compensation Laws, p. 40,
xqﬁux&a& of Labor Statistiocs, U. 5. Department of Labor,
Problems of Workmen's Compensaiion sdministration, p. 120,
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for an intoleorable situation. If au examipation of the law
shows ithat in any jurisdiction the constitution makes it
nooessary o superimpose litigation upnﬁ the pervice mstﬁﬂﬁs
of &a%t&&n% compensation olaims, It i of courss possible o
change constitutions) provisions et points where they block
sgeially desirable development. %

The whole theory apd praotice Qf)ﬁ@urt progedure 15 ulle
suited to the needs of indemnity for work injuries. Trial
aéur%a depaend altogether wpon the inivimtive of litigants,
and % enfores his righte in a court of iew, the sclaimunt must
hire a lawyer, proours witneeses, awalit a hesring, and have
his case prosecuted, If he suoceeds, it ie only after a long
delay and at o heavy cost in attorney's fees, Iun this State,
if a onee is cnpried to court, the attorney msy contract for
a fes oguel to one $third of the smount recovered, This does
not inelude additional expenses incurred by the elaimant for
witness fees and other necessary ineidental expenses of a trial,
snd herein lies the opportunity of a elaim adjueter. The Cere
tninty of expense and delay and the many unceriainties of
litigation are powerful deterrsnis to A hard-up claimant and
will ofven induce him to sign a relesse of liability for =

fraction of the statutory compensatien to whieh he iﬁ'@ntiﬁxﬁamlg

}yalrter ¥. Dodd, Administration of Yorkmen's Compensation,
S . ;
Ashburn, ops ¢1%., D 55,



Thevre oan be no complete bresk with court methods in
passing uyuﬁ.warkmmﬂig conpensation elaime as long ss it is
neceasary for the compensation commissione 10 build up paper
regords of oases with & regard to the kind of evidence that
may be reguired by the couris as a‘baaxa for sustalning the
deeisions mmde by the commissions, In thelr work, the come
missioners in the states have been compelled to keep one aeye
wpon the gourse, This has warped the development of coupens
sation administration in moet of the states, giving the come
missions a legalistic twist that has hampered their full de=
velopaent as soclal«sorvice ag@n@i@ssaa

The laws of twenty-sixz states definitely limit appeals

%o the courts to questions of law. These states are Alabama,

hrisona, Celifornis, Colorado, Florida, Geprgia, Idaho, Indisna,
Towa, Kentudky, Meine, Massachusetis, Bichigan, Minnesoia,
Hissourd, Nebraske, New York, North Carolina, North Dakota,
Oklehome, Pennsylvania, South Carolina, South NDakota, Utah,

' Virginis, end ¥Wisconsin,®* The Texas Workmen's Compensation
Aot atill permits appeals to the courts on queations of fact

or lasw despite the fact that this procedure causes undue delay,
frequent financial loss, and untold hardship to befall the
injured employee, even though the purpcse of w&x@m@n'a GO
pensation isg pr@mpt and adoequate g@gmﬂﬂt for loss of income.

ﬁaﬁar&au of Labox &%ﬁtiﬁti&ﬁ, Ue 8. Department of Lﬁbﬂx,
Op« eitey Ps 128,

21y ehburn, op« Eitss Py Bée
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Insurance Coverage

antion.»~The present workmen's coumpensation laws

in Texas provide for 2 weekly payment of sixty ﬁar‘aant ¢f the
employee's average weekly wage for loss of time from wrk dus
o0 injury or illness susteined in the course of employment,
The mimimum amount payable 1s nine dollars woekly =ad the
maximun amount i twenty-five dollars ﬁaakly, regarilees

of %tha average weakly wa@m.sﬁ

Yeriode of payment
longer, ecompensation iz paysble from the date of injury or the
23

gewwif dieability lasts four weeks or
4ate on which disability actuslly bhegan. Specinrl nursing
services are limited to ninety-one days, and regular hospital
services are limited to 2 pericod of 180 daye from the dnte

of injury or the date on which disability metually began.®¢

For temporary or permanent total disability, coupensation paye
ments are limited to a meximum of 401 weeks,®® ¥or permanent
partial disabllity, compensation paymente ars linited to 300

woeks for disabdilities not licted in the schedule of specific
partial disability a@varmga.aﬁ Paymant& to benelficinaries in death

2%}1f%i@tb L@gi&l&tura, He Be 10y 88s g&&., ps 1.
2%pexne Department of State, Foptieth Leaislatus

e 81%ey Do B4,
S47irtieth Legislature, H. B. 10, Op. @lkes Do 1.
3 6%
ngaxas Departoment of State, Ihir aturs,
8By Si%e, s 274,
26

Division of Labor &tandards, U, &, Department of Labor,
LB, 2;%#, Do 25,
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gages are limited %o 380 wesks, less any periocd of dieability
payments. The amcount of compensation is determined on the
same basls as lose of Vine eam@ensaticn.gv

The Texns Vorksen's Compenssztion Insurance Act provides
for a definite perivd of compensaticn payments for the loss
of spec¢ific members of the body, The number of weeks for the
specifie inJjurles i3 shown im Tsble &, The principles upon

| TABLE B

PR P WEBES POR WHIGH ﬂdi@ﬁﬂﬁk'ﬁ'ﬁf}ﬁ
Iu ?&Ekﬁ&}i }f*ﬁh 3.:{3'3«:: OF OR LO3S 0F UBE

OF BPROIFIZD WEMBER OF THE BODY
Member Taeks
THUED o o » o » « & & 2 5 & » & 8 60%
First fi%@?- e o % 8 4 s & % 2 ¢ » ab®
Beocond TingeY « + 4 # & « « % + ¥ ¢ 30%
%iw fiﬁ&@rp s * & K 3 B & ¥ ¥ # 21#
Fourth TA0ger « « » « o « + s +» » & _AOF
mﬁ; % & B ® ® % & % » wm & 5 B = lﬁ@
AT « % 5 o o & 5 & 2 ¢ » 5 % & » « 200
&x%t OB 4 » & o &« * 4 2 m2 s 8 & 8 S0
Other $0€ « » ¢ o + « ¢ ¢ » ¢+ 3 3 & 10
FOOte o ¢ » « « 5 & o 5 2 + 5 + o o 12D
LOZ « v o # % & & s« & 5 5 ¢« ¢« v s o 200
ﬁﬁﬁ ﬁ'y@ ¢ % ® & ¥ #4 & 82 B €& & + & 3 l@ﬂ
Hearing both @BX8 + o « » » » 2 o » 150
ﬁﬁ& aye and one leg + « » « » + + 350
One eye snd ORE ATM . 4 v & + + » ¢ OO0
One ove and one hand, + « « « « » » OR5
One eye and one ook o o o » & & o« BQO0

#54ditional 10 weeks for loss of

netacarpal bone.

sourees ?if%ﬁatﬁ Legislature of Texss,
ﬁ“g*, j‘?h 5-

87
Ib&ﬁt; Pe 17»
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which this portion of the law is baged are that 1% is %o the
advantage of the worker to know &efinitely what aid to depend
upon after an injury. It wss aleo suppossd that the worker
could ad just himself to his handieap and recover his place in
tndustyry within a given pericd of time, In Soue states, pro~
vigions are mde for rehebilitation in the form of reteaining,
efucntion, or placement end Job guzdana@.ta help the irjured
person find sultable work before the period of compensation
runs out.”®

In sixteen stetes and slec under the Unlted States aet for
compensating injuries to eivil employees, 1ife bene=lits are
paid for permanent totel disability. In sight states, additional
compensation 1s paid where the permanently and totslly disabled
employee iz married or hae dependent children, The Uni ted
States act for civil employees, and also $he laws of Arizons,
Hawali snd Nevada, provide sdditional payments for an attendant
if ope is required,®® The present workmen's compensation laus
of Texas 8o not provide for sny of these additional payments,
Fowever, provision has been made for the payment for artificiel
eppliances when the appliances are necessary, >

he Fifticth Legisleture added an amendment %o the Texas

vorkmen'se foupensetion Act intended to provide compenestion %o

29

3§EB§§J} Pe. 30 Ibid., ps 18.

aa?exaa papsrtment of State, Forty~Seventh Legielature,
ap» m't' Te B804,




employees who suffer disability by veason of exposure o eonhw
ditione in their employment eausing oertain disesses, The
following disenses are covered:

Pw&&aa@ng‘bgs
Aluminum trioxide Lend
Arpenie langangse
Pougol or its homologues Eeroury
B angxiarivaﬁivwa §§§§§?9§ax 1d
ervllinm jethyl ohloride
aaigxwm Fisrous fumes
Carben bisulphide ¥itvie acid
garbon dioxide Petroleun
Cayboy monoxide Fhosphotus
Chloyine Seleniun ,
Cyanide Sulphuric seld
Formaldehyde , v Selphur dioxide
Halogensted hy@Groearions Sulphur trioxide
Hydroghloric acid Thallurium
Hydrofluoric aoid Thallium
Hydrogen sulphide Zine ,
Anthyax caused by handling wool, heir, bristles, and skins
Bligters caused by repeated use of tools or aypizﬁﬁﬁ&ﬁ
Synovitis, tencsynovitis, or bursitis
Chrome ulceration
Compresssed aly illness ‘
Dermatitis ¢nuasd by oil, cutting compounds, lubricauts,
dust, liquids, fumes, guses, OF VApOrs
Disgnsed condition esused by exposure 0 X-~rajye
Diseased condition of ﬁka'egaﬁ dne to eleotric arc or welding
Epitheliomatous cancer or ulceration of the skin caused by
tar, pitch, bitumen, mineral oil, or paraffin
glanders caused by handlipg any equine anmimal
Infactious or contagious disesses contracted in the courss
of employment in connection with a hoepitsl or saunstorium
Nystagmus inourred im underground work
Ashestonis :
Silicosis

Any employee who becomes afflicted with any one of these

Ry

spoeified diseases, by reason of his employment, will be com~
pensated under the terms of the ¥orkmen's Compensation Law,

and on the s=me basis ap applies to 1n3uw&aﬁa§l

al?ifﬁia%ﬁ Legislature, 8. Bs £0, 9ps Sibey PPy 1, 20



2xtent of ooversge.~-Employers who are eligible to provide
workmen's compensation insurance for their employees in Texas
way 4o so, or they may slest to remain outside the mverage
without the three common law defenseés in oase of sult for
pereonal damages. It was estlmmted by an officlal of the
Taxas Employers* insurance Association that spproximately
ninety-nine per cent of the employers eligible to provide
workmen's compensation insurance for thelr employees have proe
vided the iasurance coverage rather than lesve themsslves
liable to suit for persounal damsges without the ¢ommon law
detenses. 52 1In 1940, there wers 2,138,355 persons gainfully
anployed in’Taxaa,aa end the Industrial Acclident Board esti~
mated that there were 615,000 employess covered by workmen's
compensation insurance,>® Therafore, less than twenty-unine
per cent of the gainfully employed workers were coversd by
woykmen's compensation insuranes for that ysar, More recent
estimntes of the extent of coverage have not been made by the
industyrial Aovident Board, but there have been no changes in
the Texas laws sinos that time to expand the scope of persons
and employments covered by vworkmen's compensation insurance,

In ali probability the percentege of smployses covered han

32parsonal intervisw with Smith Teylor, Chief Undewwriter
@f the Texss Zmployers' Insurance Associntion, July a&,vlﬁé?a

B8y, 5, Buresu of the Census, Sizteenth Uensus of the
United Statess 1940, The Labor Yores, Vole 111, Py 4784

ﬁﬁlfdaﬁsfxal.&@a;éaat‘ﬁagxﬁ, 1840, ops gite, Pe Lo
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inorensod since 3940 due to the migration from excluded work
classifications to industrial classificstions. The absence
of any statutory provisions for providing workmen's compens
sation coverage to eivil employess of the Btate, with the

exception of the Texas Highway pepartment, the specific exe

amption of farm and ranch labararﬁ,,&um@wtia.sﬁrﬁanﬁﬁ* and
empioyees of employers having fewvar thaa thrse euployses
mppear to be the chiel reasons for the limited number of eme
ployses covered by workmen's compensation imsurance in Texas.
In eleven states, sorkmen's compensation laws cover all public
employees,; and in tweniy-ons gtntes coverags is provided for all
public employees except elected officisle and sdministrative
officers,>® Steps have been taken in other states to indlude
fars laborers and domestic servants under compensation QOVers
ages In tix"éﬁataa, mechaniged or powey cperations in farm
work are covered, end in these same stetes, operations for gain
that are not in the course of the farmers'! oum produetion
routine are ﬁﬂ?ﬁrﬁﬁgaﬁ gonnectiout, Hew Jersey, Cunlifornin,
and New York laws provide coverage for domestic servants, and
in ¢alifornia and New York a minimum number of work houys per
week is prescrided to determine sligibility.97 Nineteen states

make no numeriesl axumptiama from eligibility iar &uvawaga*aa

aﬁﬁiv&aiau of Labor ﬁtmnaarﬁa. Ue Bs ﬁﬁparﬁmﬁnﬁ of Labar,
DD ‘&gﬁ: Per $s

B1p14,  37muid., pe 10, OOIbid., Pe 6o
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Insuranee Qoupsnies Writing Vorkmen's
5 &M&’ﬁiﬂn IMW@# in ‘f&mﬁ

-;;riara.uwwha types af @arr&ara that are pers
/ﬁ&%tad to write wwwk&aﬁ*a aampaaﬁazia& iasurence in Texrs ure
atuak eawyaﬁiea, mntaa& companies, raeipxaaal organizations,
'Llayﬁa aﬁga@&aﬂ&a&ﬁ, ‘apé the @wxas‘@wyl@yaxs' Insurance |
&amamiaﬁﬁenﬁ |

Insurance stock ¢ompanies are orgenized and cperated,
not primarily for the bemefit of their polieyholders, bui
for the profit of their owners or stockholders,>®
" Mutusl insursnce companies are corporations owned and

operated by'aﬁﬁ for their peliecyholders. Every member of the

mpany is a policyholder, and avery polioyholder isva nember «
Legally the administration of the compsny is in the hands of
the members, butl since insursnce is a husinsss based ﬁn gxpert
knowledoe snd the application of a lnrge bLody of techniesl and
managerial skills, the mutual coumpany is actually operated by
the oame kiand @f‘pﬂxﬁamﬁ&l ag the stogk lasurance gorporation,
ke stock earrviers, the'maﬁual insurance companies writing
enguslty insurance collect premiums at the beginning of the
poliey period and not at the end, ALl savings belong % the
polisyholders, to be returned as dividends or placed in come
pany surplue. Assesszent nutuals, those that rely eatirely

or largely on collecting the cost of insurance protection
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after coets have been determined at the ¢lose of the poliey
period, do net write workmen's coupensation insurance, because
in the long~tersm oasualty hazards the dangers of pelying on &
1evy of all or substantislly all of loss costs after the event
wara as grest as for the life hazard, ¥
| The resiproeal axahan@e, or interinsursnoe ezchangs, is
an aggregation of persons, firme or corporations, talled sube

soribers, who, unde: ongage in the business of

axchanging contracts of insurance through ap ﬁﬁﬁﬁ#ﬁ&?ﬂ&ﬁM£aﬁﬁ
havipg asuthority to obligate the auhwarib@mﬁ 3@1&%&? and
soverally. OContrscts for insurance are issued only to members,
and every member insures every other member at the same time
that he himself is insured. The attorney«in-Lfaet perforns &ﬁ
general the funoctions of an in@awanqa cOmpAny mamagaw&a%iéi
4 A Lloyas asscolation is an sssociation of underwriters
who sceept risks by traaﬁfﬁw, Liability of the individeal
undersriter is iﬁﬁiv&ﬁugl and not jJoint, and the amount of
1iablility is specified in the power of attorney given to tha‘
attorney~inaract, 4 | |

, The Taxss HEaployers' Insuranee Associalion 18 2 COXporae
tion ocreated by the Texas Legislature to write workments Coms

pengation 133&3&&@& at cost. Dividends may bs declared to the

*gzwag;. Py 456, U1p1d., pe 460,

Taxaﬁ pepartment of HState,
9B+ giles e B4
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subsorivers vhen approved by the Hoard of Insurance Commimeione
wﬁgw
EX10rs ewsThe prinary puipose of

awgmr&iaiﬁﬁ of insurange ﬁ@ﬁ%&ﬂiﬁ& bns begows coupany sclvenoy
and falr treataent of the insuring public. Most of the reguw
iation hap %o do with guapding scupany solvensy Trom day to
Gday snd year Yo year sngd sssuring equiteble end honest tronte
ment of polieyholder and olaimant. %% Since insurence in
nesessary to securs the publis ends for whieh compensation
lawa are gpactoed, since the oost of lnsuranve must wltimately
bs paid by the public at lsrge, and sinoe Llosuyause companies
ars sgenclaey suthorized by law for the osrrying out of the
legislative purpose, private lnsurers of cowpenssiion 1iadility
are rightly subjested to &ﬁ&&rViﬁiaé”in the ﬁﬁh&iﬂ‘iﬁﬁﬂf&ﬁﬁﬂﬁﬁ
The laws of Texns provide for the regulstion of eapital,
reporven, daposite, Lnvestnenty, and nazsessments of the five
types of carriers sriding workmen's compensation insurssee in
Tesnt, The yeguletions pertaining to financial strueture of
the differant types of carriers sye shown in Table 3¢ Regue
lation is aiumed at solvenoy of the companiss,; ond Lt 1o 0¥«
$ain that insurance by priwate carciers will not serve the

ia%axas ﬁqgawﬁﬁﬁﬁﬁ of ﬁ%ﬁ%ﬁ, TirtyeSes
8B+ £4%ey Py 450,

%mﬁl ops Silrs Ppe 606, 817,

45 |
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TABLE B
CAPITAL, DEPOSIT

RESERVE, INVESTMENT, AND
REQUIREMENTS OF CARHIERS WRITING WORKWE

AQERSEMENT
o8 B

- COMPENSATION INEUBANCE IN TEXAS

-
L ]

Type of Carrier Capital

Deposits

8took Company $360,000

Matual Uompany § 50,000 in cash
or invested

assels

Reciprocal Ixchange & 50,000 Burplus

Lloyde Sssociation

BAEBERBEOET LD ENN

Texas Zmployers'
Insurance Assoviation

EESANRB U S ERFBR A AN

350,000

BERPERFERANE ST S

426,000 4f an
individunly

50,000 4 a
gorporstion

%ﬁﬁ;ﬁgg*gaaranﬁv

ANBENBEANES LR ENED

T srarnlaed FrioF o T0H

Sourees: Board of Insurance Commissioners of Texas,
Insurance Lanws of Texas, 1037, 1943, 1945,




TABLE Se-Continued

Reserve

Invesimente

" ¥hen Subscribers
Ave Liable %o
Assessuent

50% of snnual
premium income

50% of aﬁna&l
premium inecone

04 of annual
premium income

G0% of annual
premium fnoouwe

Adeguate to meet
anticipanted losses

Stocks or bonds of

pesurities

ﬁ&m@ as gtoak
eompanies, but
investnente nust
fbe at lenst one
tenth of annuasl
premium income

ny seourities
ermitted to any

and carry all cleimsg other casualty

o aaturity end
policies to termie
nation

SuRpany

EEBBEREPER SRR BRI NN

Admitted assots less

then premium reserve
liabilitiesn and
surplus

Cash or tonvertible Surpl

Y A I I I

Surplus less than
$200,000
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ends of workmen's compensation unless these carriers are sube
Jeoted to rigorous and fareresching ecntrol %€

Prior to 195%, the minimum fxnanaial regulirements of
the reciproeal oarriers wers far short of the requirements of
the other types of ocarriers. The reciproeal compaules were
allowsd %o operates with an unearsed premium reserve, or rein-

surance reserve, as low as $10,000, baoked by assets of only

$10,000. OF the ten reciprocal companies writing workmen's
sompensation insurance in Texas in 1937, four were placed in
the hends of regeivers in 1938, with a total defisit of
$490,806.84,%7 This deficit of elmost a half milllion dollars

represented unpaid elaims %o injured workers and unearned

premiums that the subscribers had pald for insurance protection
in good feith, The employers who were left without insurance
protection when these ¢arriers failed wers forced to tuy
another policy of workmen’s compensation insurance t¢ gover
the same risk and for at least a portion of the same perioed

of time Tor whioh the originmsl pollicy was intended. The

5¢ of

employers are slso liable Yo asgesement for the purpo
p&#i&a the putastanding olaims when a reciprogal company
betones inﬁel?mnxgﬁﬁ

The Texas lasg now require a bond or a deposit with the
Board of Insurance Commissioners of $25,000 if the attorney-

in-faot is an individusl, or §60,000 if the attormey-in-fact

4§§E1Qwi P 31* | Q?zﬁﬁﬁ‘i Pe 27, &%ﬁggﬁ‘* Pe 86,
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is a corporation, Etock tompanies are regquired to make a
deposit of §$50,000, and Lloyds associations must deposit a
guaranty fund of §60,000, or $40,000 if licensed prior %o
19889, Mutual companies are not ysgulred to make a deposit,
but they are reguired %o nmaintain oash and invested assets
of at leaat 50,000, The Texas Employers® Enﬁuranaa'&aﬁuaxmm
tion 18 gound fimancially beeause it 1s in effeect s private
stual company sven though the snlaries of ite officers are
pald by the Btate, and it i earefully examined annually by
the Board of Insurance Uommissioners,

Even though the fimancial structure of the wsakest type
of carrier writing workmen's compenssation ipsurance in Texas
er of a compal

has besn greatly improved, the dan v's beconing

imsolvent has not been completely removed, There were many
acoidanis reported during the war years for which claims were
not filed due to high wages in way indusiries, It is believed
that a large number of these cleims will be filed when wages
start golng down.%® 1his delayed filing of claims will introm
duse an error intc premium rates and will make underwriting
practices eryroneous. Thege unantigipated losses and the
resmliing inadeguacy of premium rates may endanger the solvenoy
pf earrviers writing workmen's compensation ilpsurance in Texas

in the future.

*gznﬁasﬁxial.$ﬁaiﬁan$ Board, 1842, 1945, 1944,

Op» 8ik.s Ps 2
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In addition %o rigid Tinsnoial control of insurance
parriers, siate funds bave been provided by statutes in
lew Jorsey, New York, Horth Oarolins, Pennsylvanis, Wisoconsin,
and Hipnesota for the purpose of gusranteeing payment of awards
agninst ipsolvent inaﬁranas,aampan&aapsa Texas laws make no
provislon for meeting the obligntions of an imsolvent insurance

COMPANY «

ﬁgﬁﬁ?&&ﬁ of Iabor Statistics, U. 8. Depsriment of Labor,

2pe git., p« 28,



CHAPTER IV

CONCLUSLUNS AND RECGUMIL

{DATIONS

Conclusions

The problem of this study hee been to record the evolution
and determine the present status of workmen's compensstion in-
surance in Texas.

The Tindinge of this study have revealed that workmen's

compensation insurance in Texas is elective %o employers and
employees, with the exceptlon of all motor bus eompanies.
If the employer elscts to remain outslde the coverage, he
ioses the three common law defenses in eass of a personal
suit for demsges by an injured employee. If the employee
elects to refuse the coverage offered by the employer, he
may bring personal sult for damages for work injuries, but
the employer retains the three common law defenses,

faprm and rapch laborers,; domestic servents, rallway
employees, and employees of employers with fewer than ihree
employees are exempt Iyom the terms of the Workmen's Compene
sation Insurasnocs Aet in Texas. By oonstitutional smendment,
the Texas Legislature waz glven authority to provide coverw
age for eivil employees, but no coverajge hag as yet been
provided for these employees, with the exception of the

employees of the Texas liighway Department. It wap estipated

45
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in 1940 that less than twenty-nine per cent of the 2,138,358
gainfully employed workers in Texas wers covered by workmen's
sompensation iasureange.

The maximum fee thet on attorney may charge for the
representation of an lanjured wmorker before the industrisl
Accident Board is fifteen per cent of the first 1,000 award
and ten per cent of the amount in excess of 1,000, wshile 2n
attorney may charge one third of the amount recovered from a
sult in court. The court is charged with the diffiocult task
of dstermining whoat benefite have scerued to the injured worker
a# 8 presult of representation by the attorney.

The insurance earrier iz required to provide medical
treatment for the injured worker and may be pequired to pay
for an operation if the Indusirial Accident Board rules the
operation necessary, Hospital services are limited to 180
days, and nurse service is limited to ninety-one days, The
insurance company ie reguired to furnish artificial sapplisnces
up to a ¢ost of $200 if the Industrial Agcident Board rules
that the appliances are necessary to promote the well-being
of the injured employee, |

Uompenseation for disability from cecupational illness or
injury is set ot sixty per cent of the avernge weekly wage of
the worker, bud way not sxeeed twenty~five dollaxrs o week nor be
less then nine dollsrs & week, Yhe insursnce compsny 15 liable
.ﬁmr any work injury that cauwses disnbility that lasts more

than seven days, If diesbility lasts four weeks or longer,
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compensation is payable from the date of injury or the date
ou which dAisability actunlly began., This provision of the
lew eliminates to 2 great extent the nuisance claims, but
compensztes the euwployee for the walting period if » reanl
and serious dlsability exists.
L second iunjury fund has bean authorizsd for ths purpose
of sonpeneating an injured employee for the combined effeot
of two or more injuries. The insurance earrier is liabdle
only for an ipjury or illness that ogcurred during the coversge
period, and the Indystrial Sccident Board 1s to use the fund
to augment compensation paid by the insurance garrier %oﬂhring
the total compeneation paid by the carrier and the Board up
to the amount to which the injured employes iz entitled for
the combived injuries. The fund is to be limited to 2100,000
and is to be ereated by payment of $1,500 to the Industrial
Aeoident Eﬁafﬁ by the insurance company in every ﬁa&th tese
of an insured worker where there ig no surviving beneficiary,
Coupensation is payable to n worker who hes contracted
% disense ag o direet resuld of hie employment, The coupohe
sation for diseassa that sre included in the sohedule of
eoverage ie paysble at the same rates as Tor injuries sustained
in the course of employmsnt,
The Board of Insurance Commisgioners c¢lassifies hazards,
sote premium rates, and presoribves policy forms to be used by
all insuranoe companies writing workment's cowmpensation insurance

in Texas, No insurance coupany writing workmen's compensation



ineurance way declare dividends without the approval of the
Eoard. The Bosrd is empowered by law to make periodic examie
nations of all carriers writing workmen's compensation inw
surance in Texas,

The l1aws of Texas presoribe maximum periods of bensfits
for permsnent total disability, permanent partial disnability,
temporary total dis=bility, 2and the loss of = member of the
body. Xq sixteen states, life venefits ars payable for permae
nent total disability, but benefits for permsnent totsl dise
abllity are limited to s period of 401 weeks in Texss, In
eight states, additional ccmpensation iz payable where the
totally and permanently disabled employee is married or has
dependent ghildren.

Compensation is payable for 360 weeks to beneficiaries
ef employees who sustain injuries resulting in death, regard-
less of the number of persons who were dependent upon the
decessed worker for suppord.

The Industrial Aceident Board hae no finml authority in
ssttling contested claims for workmen's compensation benefits,
Appeale mny be made from the decislons of the Board on guestions
of faet or law, with trial de novo in the lower courte and the
right to #appe=l to the higsher courts. The injured employse
suffers a!aarien& delay when cases are appesled to the courts,
and nwanty~s1x states limit appesals strictly to questions of

law in recognition of the unsultability of court procedure in
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handling compensation elaims. The Ipdustrial hccident Board
is seriously handieapped in prendering prompt and effiecient
service to claimnnte becsuse of insufficient persommel to
hendle the lorge volume of ¢lajiws prosonted to the Bomrd,

Stoek compnnies, mutuasl companies, Lloyds nssocintions,
reciproeal companies, and the Texae Employera' lasurance
Agsociation are authorized to write workuen's compensntion
insuranoce in Texss. The financial structure of thaéa sompanies
iz regulated for the purpose of maintaining solvenay, but there
is no state fund to guarantes payment of the obilgations of

insclvent enrriers,

Recommendat ions

Horkmen's compensation legislatiocn has been aimed prie
marily at providing speedy, adequste, aud socially acceptable
compensation for loss of incoume due to the hazgards present in
almost every type of employment, 4% has been the purpose of
this thesis to determine to whal sxtent this sim has been
accomplished in Texas, Ilp the interest of the conplete
attalnment of the goal of workmean's cowmpensation insurance
in Texns, the following reccmsendations for izprovement of
the present syster are offereds

{1} That the dafinition Qf employes bve changed to include
faym and ranch laborers and domestic servante 1f thoy are
employsed regulaxrly and'wark'§ar$g,héuws or more per waek, and

that provision be made for the lnclusion of all civil employess
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of the State within the workmen's compensation insurance
BOVErago.
{2) That attorney's fees for representing an injured

worker in court be bussd on the sams ratas as apply for

thought thet such s provision woull eliminate appeals o the
courts instigateéd by attorneys for their own personal gain
rather than for the gain of the injursd employes,

{3} That benstits for permanent total disability be pmid
for life or until the disabled smployee derives support from
soms other source, and that an additional psyment of five
dollars per weeok be made for each person entirely depandent
upon the injured employee fox support. |

{4) That benefits payable in death cnses be enlarged %o
take into considerntion the number of persons who were entiraly
dependent upon the dscensed worker for suppoert, and that
benefite to dependent children be paid until they reach
maturity or derive support from some other source, aué that
widows of degensed workers be paid benefite for 1ife or until
remarrisge,

{8) That a fund of $B500,000 be created to pay the obllie
gationg of insolvent ¢arriers, and that the fund be oreated
by payment to the Poard of Insurance Sonmissioners of one
per cent of ench workmen's compensstion e¢lnim peyment made
by the insurance coupanies writing workmen's compensation ine
surance in Texas, Faymente should be discontinued when the

fund reaches 500,000, and premium rates should be inereased %o
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allow for thies additionel cost of insurance, if an increase
ig negessary.

(6) That the State Constitution be amended so that the
Indugtrial Accident Board may be given final Jjurisdiction
over the determination of freets in contested claims, and
that appeals to the courts be limited to questions of law,

{7} That a study be mede of workmen's compensation insure
anc¢e systems in other statss to compare the efficiency of
private insurance with state-~fund ineurapce., This study
should not be limited t0 a determination of the costs of the
two systems to thelr subseribers, but should inelude compari-
song of the services rendered to the employeses covared by
the twe systems of workmen's ocompensstion ineurenoce., The
most important criterion for evaluating the two syastems of
insurance should be a combination of cost to subscribers and
the serviees rendered to those for whom the services are

intended.,
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