
TABLE 3.-Administrative expenses of the combined old-age, 
survivors, and disabilify insurance program in relation to 

* contribution income, benefit payments, and taxable payroll, 
,.,4940-62 

Calendar year 

1940-62 -~~~~--~~--~~~~ 

195?~-~~.~~~----~~-~-~ 
1958 ____- _ ----__-_-- __ 
1959 ______- _ ___----- _- 
1960 _____ I --------- -._ 
lg61...--....-..---... 
1962 ’ _______---_-_---. 

- 
-_ 
! ,- 

Total 
amount 1 

(In mIlllon.3) 

8,490 

As percent of- 

Benefit Taxable 
payments payroll 
--- 

2.8 0.09 

i:: 
.OQ 
.ll 

1:; 
.I2 
.I2 

2:2 
.I4 
.I5 

1 Prellmlnary estimates. 

gram, which costs relatively more to administer 
t,han old-age and survivors insurance. 

For the entire period (1940-62) that monthly 
benefits have been payable, administrat.ive ex- 
penses have represented 2.4 percent of contribu- 
tions, 2.8 percent of benefit. payments, and 0.09 
percent of taxable payroll. It is clear that, what- 
ever base is used, administrative expenses pa.id 
out. of the trust funds-in other words, out of the 
contributions of workers and employers-are rela- 
t,ively low. By far t.he greatest part of such con- 
tribut.ions is thus available for benefit. payments. 

Ad 
Independent Health Insurance Plans, 
1962* 

“Independent” group health insura.nce plans in 
the United States had an estimated enrollment at 
the end of 1962 of ‘7 million persons for hospital 
care, about 8 million for surgical-obstetrical serv- 
ice and for in-hospital medical service, and some- 
what more than 7 million for in-hospital medical 
service and office, clinic, and home visits. The 
plans had a total income of $475 million in 1962 
and espended $430 million for benefits and $32 
million for administrative expenses. 

The “inclepei~dent” health insurance plans are 
all private organizations that are not Blue Cross 
plans, Blue Shield plans, or insurance companies 
and that provide specified llealth services and/or 
supplies or make benefit payments for them on a 
group l)repngment, risk-sl)readinp basis. If the 
plan does not, itself provide the services, it may 
make payment, directly to the supplier of the 

* Prepared by Louis 5. Reed, Division of Research and 
S tntistics. 
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services or it may reimburse t,he covered individ- 
ual for his expenditures for them. 

The plans are of five main t,ypes: (1) com- 
munit.y plans, serving the general community or a 
consumer group and cont.rolled by persons se- 
lected to represent the community or consumer 
group ; (2) employer-employee-union plans, set 
up to serve a particular group of employees or 
union members (and usually their dependents) 
and operated by a jointly managed (employer- 
union) welfare fund or less frequently, by an 
employer, an employee association, or a union; 
(3) medical-society plans, serving the general 
community and sponsored by State or local medi- 
cal societies but not affiliated with the National 
..$ssocintion of Blue Shield Plans; (4) dentaI- 
society plans, serving the general community and 
sponsored by State or local dental societies; and 
(5) private group clinic plans, operated and 
owned by private physicians and/or dentists 
functioning as a group. 

The Uvision of Research and Statistics makes 
annual surveys (in some years on an all-inclusive 
basis, in others on a sample basis) of independent, 
health insurance plans in order to obtain informa- 
tion on their enrollment and finances. The data 
are then combined with similar data from the 
Blue Cross-Blue Shield plans ancl insurance com- 
panies to develop national estimates of the num- 
ber and proportion of the population having 
health insurance coverage and of the total income 
and benefit expenditures of all health insurance 
organizations. l 

The survey made in 1963 was on a sample basis. 
Questionnaires were sent to a few (32) of the 
larger plans of each type, and replies mere re- 
ceived from 27. These responding plans in 1961 
had more than half the enrollment in all inde- 
pendent plans; they had 80 percent. of the total 
enrollment in community plans, about 40 percent 
of the enrollment in employer-employee-union 
plans, 52 percent. of that in private group clinic 
plans, and 97 percent of the enrollment in medical- 

1 For summary findings of the latest comprehensive 
survey of all independent health insurance plans, see 
Donald G. Hay, “Independent Kealth Insurance Plans, 
1961 Survey,” Socinl Sewrit~ Bulktin, February 1963. 
More detailed Andings are presented in Research Report 
So. 2, Irrdepenclcsut Health I,mwance Plans, 1961, by 
Donald G. Hay, Louis S. Reed, and Robert E. Melia, 
which is about to be released by the Division of Research 
and Rtattstics. 
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society ~&UW not affiliated with Blue Shield. No 
questibl~naires were sent to dental-society plans, 
but comprehensive data on the enrollment and 
finances of the five plans in operat.ion during 1962 
were obtained from the Division of Dental Public 
Health and Resources of the Public Health Serv- 
ice, which each year surveys these plans. 

Estimates of the enrollment as of December 
1962 in all independent, plans (other than dentnl- 
society plans) and of their 19&l income and bene- 
fit expenditures were made by assuming that for 
all plans of each type the changes from 1961 to 
19BJ were similar to the changes in the respond- 
ing plans. 

ENROLLMENT 

It, is estimated that as of December 31, 1962, 
there were 7.0 million persons enrolled in the 
independent plans for hospital care, 8.3 million 
enrolled for surgical-obstetrical service, 7.8 mil- 
lion for in-hospital medical services, and ‘7.4 mil- 
lion for physicians’ visits (office, clinic, and 
home).? Enrollment for these services by type of 

TABLE 1 .--Estimated enrollment in independent health 
insurance plans for hospital and physicians’ service benefits, 
by type of plan, December 31, 1962 1 

[In thousands] 

Physicinns’ services 

Type of plan 
_---_------ 

Hospital 
care Surgical- 

ohstet- 
rical 

Total . . . . . . . . . . . . . . . . . . . . . . . . F.959 8,308 7,808 7,423 

Community . . . . . . . .._.... . ..__ 1.837 3,010 2,904 2,641 
Medical society -..- . . . ..___ 344 346 346 342 
Private group clinic... ..__ -. 

4,7;: 
243 249 255 

Employer-employee-union.....-- 4,709 4,309 4,190 

1 Excludes college and university health services; also excludes dental- 
society plans, which had 78,000 enrollees for dental care benefits. 

plan is shown in table 1. Estimates of enrollment 
at the end of 1962 for other services-dental care, 
drugs, special- and visiting-nurse services, and 
nursing-home care-were not made because the 
available data were incomplete. In any case, the 

2 d small number of those shown as enrolled for physi- 
cians’ visits (office, clinic, and home) are entitled only 
to service at a clinic or health center; all others are 
entitled to service in the office, clinic, and home. It may 
be assunled that all persons corered for office-clinic-home 
visits are corered for X-ray and laboratory examinations 
in 1)hysicians’ offices or at a clinic or health center. 

figures would probably show little change from 
those for the end of 1961, as shown below. 

a 

Type of benefit All 
plans 

Dental . . . . . . .._.___ -._. 1,124 
Nursing . . . . . . . . .._._... 3,864 
Drugs outside hospital. 1,417 
Nursing-home cure..... 526 
Other health benefit.... 3,027 

Type of plan 1 
--~ 

Em- 
Co?- M$ical Dental P,‘$F p:E 

mumty society society c,inic ployee- 
union 

--__-- 
195 162 

2.572 4 ..______ i 
760 

1,279 
125 4 . ..-____ 23 1,265 

_ 526 
1,880 8 _ _. _ _. _ 11 1,128 

1 Excludes college and university health services. 
Source: Donald 0. Hay, “Independent Health Insurance Plans, IQ61 

Survey,” Socid Security Bulletin, February 1963, p. 11. 

The estimated enrollment in all plans for hos- 
pital care and the three types of physicians’ serv- 
ices is slightly less than it, was at the end of 1961. 
There are two reasons for the decrease: (1) The 
small gains in some plans were more than canceled 
by a downward readjustment, based on more ac- 
curate information for one large employer- 
employee-union plan, and (2) another sizable 
organization, formerly considered to be an inde- 
pendent plan of the community type, was found 
to be an insurance company and hence was 
clropped from the independent group. 6 

The community and private group clinic plans 
had a small increase in enrollment. The medical- 
society plans had no change. Employer-employee- 
union plans showed a drop in enrollment because 
of the readjustment of data for one large plan; 
there was relatively little change in the enroll- 
ment of the other plans of this type. The dental- 
society plans had 78,000 persons enrolled at the 
end of 1962. This was less than half the enroll- 
ment (162,000) reported for 1961. That figure, 
it now appears, was an overstatement, since it, 
included for one plan a kge number of welfare 
recipients served mider a contract between the 
plan and the State welfare department. 

Table 2 sl~ows estimntecl enrollment in all inde- 
pendent health insurance plans for hospital care 
and surgical and in-hospital medical physicians 
service, by region ancl State. These estimates are 
based on those for the year 1961,3 with adjust- 
ments made on the basis of the changes in enroll- 

3 I~:stimatecl enrollment in all independent plans at the 
end of 1961, by region and State, are shown in the Febru- 
ary Uftllctii~ (see footnote 1). 
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TABLE 2.-Estimated enrollment in indenendent health TABLE 3.--Estimated income, expenditures for benefits and 
administration, and net income of independent health 
insurance plans, 1962 1 

plans for specified types of benefits’, by region and 
December 31, 1962 

[Inthousands] [In millions] 

Number enrolled for 
specified benefit 

Expenditures I 

P ‘hysicians’ services 
Benefit expense 

-- - 
Ad- Net 

Total Phy- minis- in- 
ex- si- tra- come’ 

pense Hoe.- cians’ tive 
Total pita1 and ex- 

care other pense 
serv- 

ice 
-p-----7--- 

i462.3 $430.4 $185.1 $245.3 $31.9 $12.2 
____-----~--- 

Region and State 
Hospital 

care 
lurgical 

In- 
hospital 
medical 

8,308 7,808 

Type of plan 

United Stntes......................---- 6,959 

129 
7 
5 

7: 

3; 
2,177 
1,326 

163 
688 
058 

3:: 
292 

50 
149 
32Q 

64 

1;: 
2 

:: 

646: 

3; 
113 
127 
234 

43 
17 
43 

2:: 
12i 

45 
72 
36 

157 
31 
35 
19 
72 

207 
4 

: 
i7 

6 
35 
lx 
10 

2,03Q 
460 
323 

!,I4 
(‘1 

i3 
72 
22 

127 
8 

i 
70 

8 

3,4! 
2,763 

134 
486 

1,001 

3:: 
368 
49 

1.52 
361 
96 
29 

169 
2 

10 
14 
41 

580 
3 

1:: 
103 
201 

43 
17 
21 

2:: 
127 

:i 
36 

159 
31 
35 
19 
74 

206 
4 
5 
4 

76 
6 

3.5 
66 
IO 

2,1x0 
452 
326 

1.3% 
(1) 

73 
21 
21 

125 
8 
5 

6: 
7 

3.1;; 
2,545 

130 
427 
824 

22 
297 

45 
142 

% 
25 

155 
2 

10 
8 

5:: 
i 

36 
110 
IO:! 
201 

41 
13 
21 

340: 
125 

42 
107 

35 
147 

25 
35 
1 5 
72 

200 
4 
5 
4 

72 
6 

34 
63 
10 

2,liO 
447 
3% 

1 ,sl’l 
(‘J 

73 
1 I) 
19 

New England _____..______._..........-..- - 
Maine.--.-....-.- ....................... 
New Hampshire..-..-.................- - 
Vermont.......-.-.-.-.----..-.........- - 
Massachusetts..... ...... -._-. ... ~_.~. ... 
Rhode Island ____ -._.-. ........ .._.___ ... 

All plans.. .............. 

Community.. ............... 
Medical society .._. ...... ~_. 
Dental society-. ............ 
Private group clinic.. ...... 
Employer-employee-union . . 

Connecticut ______._.__.................-. 
Middle Atlantic ..... __._____..._.._......-. 

New York.---...--.......- .............. 
New Jersey.........-....--....-....- .... 
Pennsylvania _______ ._ .__._._._ .......... 

East North Central ..___________.__ ........ 
Michigan....~........~.~~~~~~~~~~....~-. 
Ohio ................. __ ... ______._...._ .. 
Illinois---....---.------------........-- .. 

1 Excludes college and unircrsity health services. 
2 Difference between total income and total expenses; reprrsents addition 

to rcservcs for plans operated on n nonprofit basis. 

Indians.........-...-..--.-.--.-- ........ 
Wisconsin..-..................--.-..- .... 

West North Central ................. _...__. 
Minnesota.-.-.-..-...---.....-....-...-. 
Iowa..~~~~......~..........~....~ ........ 
Missouri.- ______._ ..... -_- __._..._ ....... 
North Dakota...............---..- ....... 
South Dakota ____.___._ .. .._ _ _____ ...... 
Nebraskn..-......-..---...--....----- ... 
Kansas--..-.-.-.....---.-.-......---.-- .. 

South Atlantic ._ ............. . ............ 
Delaware...-..................-- ........ 
Marylend......................~ ......... 
District of Columbia .-...... .... .._ ...... 
Virginia-...........-..-.---........- ..... 
West Virginirr.--.....-............- ...... 

.orth Carolina 
-@ 

......... .._._.._ ......... 
outh Carolina .......... -__- ___ .......... 

Qeoreia......................---- ........ 

tllau iii l!Kl. Total benefit expenditures nmonnted 
to $430 million, an increase of 8.3 percent. Ad- 
nliiiistrative expenses were Hot shown as a sep- 
rntc item in the previous survey reports. It is 
estinlated that in 1’36~2 they amounted to $32 Cl- 
lion, bringing total expenditures to $462 inillion, 
and t lint net income (wwplus of total income ovel 
total espenclitnres) amomitecl to $12 million 
(1-able 3). For all l)laiis, benefit expenditures 
amomiletl to 90.5 percelit of total income, admiw 
ist rati\-e expenses to 6.7 l)erceiit, ant1 nrtj income’ 
to 2.8 percent. 

Iht:i on esl)enditurcs for benefits sepnr:kte from 
those for :ld31iiiiistl.:ltioil :tre not apt to be meaii- 
ingful, liowcve~, for group practice l)laiis provid- 
ing direct ser\-ice. (In 1961 the illcome of these 
l)l:uis ecpled al~l~roxiin:~t ely 71 peweiit of qg:l’e- 

gate iiicoiiie io~ all c~oiiilnunity l~l:ws, 100 percent 
oi t II:11 for all l)riv:lte ponl) clinic plans, and 
41 l)erwlil 1’or all iiidnst Cal 1)l;uis.) Wlieil :I pl:tii 
l)i*ovides scrvicaes tl~rongl~ its on-ii facilities niid 
st:11Y, it is tlifliciilt to separate espenditures foi 
:Idiliiiiist rat ioil of tllr nletlicnl program from es- 
lwiises incwwetl ill administering t lie l)repayment 
:qmts of Ihe 1~lnlL Sinlil:wly, espenses incurred 
ill pro-\-iding service cxnnot well be separated 
I’twi~i the expenses of administering the clinic- 
al I are ])ilrt s of the cost of providing service. (The 
l)rol)leil~ does not arise for :L plan, such as the 
IIe:~ltli Insnrmice Plan of Greater T\‘ew Pork, 

,I For all plans other than private group clinic plans, 
iirt income means additions to reserres. 

Florida........................-.-- ....... 
East South Ccntml....... ....... .._____ ... 

Kentucky.. ........... . .......... __._._ .. 
Tennessee..........-.-................~ .. 
Alabnma..........~~....~............-- .. 
Mississippi .._...__....___.._ ............. 

West South Central-. ................ .._ ... 
Arkonsas............~..............-.~ ... 
Louisiana _.._ ............... .._ .......... 
Oklahoma~....~ ......................... 
Texas...................-..~.-.-.-.~ ..... 

Mountain............- ..................... 
1Montnna ................................ 
Id:rho...............................~~ .. 
Wyoming............................~~ .. 
Colorado.....-......................~~ .. 
New Mexico ............................ 
Arizona...............~...............-. 
Utah...............~.............~~~~~~. 
Nevada . ..-.- ........................... 

Pacific...-...........~.................~ .. 
Washington--. .......................... 
Oregon..............~....-~ ............. 
Cnlifornia.....................~~~~.~ .... 
Alnsks......................~~...~~~~ ... 
Ilnwaii........~......................~ .. 

Outlying...~..~.........~...............~. 
Puerto Rico~~~.~~~.~~..~~~.~~........~ .. 

1 Less than 500. 

FINANCES 

Total income of all iiitlcl~entlent pl:\ns iii l!)C,:! 
is estininted at $475 million, 9.4 percclit more 
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that provides benefits through a number of nutono- 
mow group practice units and is thus mniuly n 
prepayment, organization.) The breakclown of 
expenditures of independent plans between bene- 
fits and ndministration must therefore be used 
with caution. 

Ontario’s “Portable Pension” Law* 

The ILegislature of Ontario Province, Canndn, 
recently passed the Pension Benefits Act, 1962-63, 
to remedy some of the shortcomings found in 
employee-pension plnus. The principal aims of 
the new law, which was proclnimecl June 1, 1963, 
are to extend the coverage of the plans, to im- 
prove their fin:unchl soundness, nucl to facilitate 
the transfer of pension credits when workers 
more from one plan to another. Passage of the 
bill climaxecl n legislative history thnt began in 
the spring of 1960 wiitli the appointment of a 
group of experts to the Ontario Committee on 
Portable Pensions. 

Ontario’s Prime Minister, ,Joh Iiobarts, in 
introclucing the bill on March 10, 1063, referred to 
the January 106, s 0 winouucement of the Canilclian 
Government that it \\‘ils seeking n constitutional 
amendment to establish a nationwide, contribu- 
tory, wage-related pension plan with survivor 
benefits attached. He inclicatecl then that the Pen- 
sion Benefits Hill or similar Provincinl legislation 
woulcl still be neecled to regulate employee pcn- 
sion plans and to improve their “portnbility.” 

COVERAGE AND MEMBERSHIP 

The Pension Benetits Act requires that every 
employer with 15 or more employees in Ontario 
Province set up nt least a minimum pension plan 
by ,Jxnuary 1, 1965. Plaiis that. are already in 
existence but fall short of the minimum pension 
standards are to be amencled. All Provincial nnd 
local government agencies nre included. In deter- 
mining the number of employees, cnsnal and cer- 
tain part-time workers arc excluded. Certain 
-- 

*Prepared in the Division of Research and Statistics. 
This explanation of the law (Bill 110) is based in part 
on the Introductory Statement of the Prime Minister of 
Ontario delivered in the Provincial Legislature on 
March 10, 1063. 

types of employment will be excluded from cover- 
age by regulation. 

An employee who Iins rencliecl the fige of 3 l!P , 
who has Iincl G mont~hs’ continuous service, aud 
who has worked nn average of at least. 24 hours 
a week during the 6 months must become n mem- 
ber of the firm’s pension plan. The effect of this 
provision is to exclude seasonal, part-time, and 
other temporilry workers. Workers aged 70 or 
over are also excluded. In acldition, workers who 
we nlrendy ugecl 66 when they become members 
of :L~I eligible group of employees Iinve the option 
of :hstaiuiug from plan participation. 

MINIMUM BENEFIT STANDARDS 

The n~iiiiiiiuni benefit standards that will go 
into force when the law takes effect in 1965 are 
lower tlinii those con~nioiily fouiid iii established 
pl;\i~s. They were scnletl low in recognition of the 
cost burden on employers already committed to 
heavy espeiises for fringe bench. These mini- 
mum benefits nre pny:tble for life stnrtiiig at age 
70. (The actuarial equivalent is to be I)ayable foi 
benefits c:oiiui~encing e;lrIier than age 70, for joint 
ant1 survivorship benefits, and for benefits tli, 
assume iI fixed iiuniber of p~lyments.) w ,i’ 

Sillce existing plans use a variety of benefit 
formuhs? tlic law gives employers several alternii- 
tire ways of providiiig the minimum benefits: 

1. A unit-benefit plan, under which the minimum 
monthly benetit is to equal lh of 1 percent of the 
first $400 of monthly pay for each year of employ- 
ment. 

2. A flat-benefit plan, under which the minimum is 
$2 a month for each pear of employment. According 
to a proposed schedule in the preliminary draft regu- 
lations, the annual contribution needed to pay this 
amount to workers starting at age 70 would be as 
folloms : 

~.-- __-- 
.4nnual contribution 

AW -~--- 

MUI women 
-------______ __-- ---- _--_ 

30.-............-...---.-.-..-.--..--~--------- 
40........-.-...--..-------.-.-.-.-.~...----.-. ?;: 

"ii 
-15.........~....~..~~.~.~~~..~.~....~~.~....~.. !I5 105 
50.........................~~...~.~.......~~~.. 115 127 
55.-.......----........-....-..........-~-.---.I 140 155 
ijO................------.--.----..-----~-.-..-.i li0 158 

I 

3. A money-purchase plan, under which the mini- 
mum must be the amount purchasable with total 
employer-employee contributions, based on the follow- 


