Cash Benefits for Short-Term Sickness, 1948—70

When a worker is disabled through illness or an
accident away from his job, he may suffer con-
siderable loss of wages unless he has some form
of protection for such contingencies. About two-
thirds of American workers are under formal
plans assuring them of income replacement in the
event of short-term nonoccupational disability,
either through sick leave or some type of in-
surance. For a number of years information on
benefits paid through insurance has been available
from private insurance sources and from the
agencies that administer statutory income-
maintenance programs. Such data, plus estimates
made of sick-leave payments and of the income
lost through sickness, are compiled annually by
the Social Security Administration. This article
presents the most recent data in the series, and
includes an explanation of some of the estimat-
ing procedures used.

CASH SICKNESS BENEFITS continued their
upward climb in 1970 with the third largest annual
rate of increase since 1948. The $5,544 million
paid in benefits in 1970 for non-work-connected
disability exceeded the 1969 total by $718 million,
or almost 15 percent. Continued inflationary pres-
sures plus an increase in the number of days of
disability compensated during the year were im-
portant factors in the higher total.

The two categories showing the most pro-
nounced benefit increases were private group in-
surance benefits—particularly under voluntary
plans (21 percent)—and government sick-leave
payments (17 percent). Since sick leave is gener-
ally a full-pay-replacement benefit, it accounts
for the largest part of short-term disability pay-
ments. In 1970, sick-leave payments came to $3
billion, and $2 billion of this total was received by
Federal, State, and local government workers.

The amount of income lost through sickness
rose at a brisk pace but somewhat more slowly
than benefits, so that the proportion of lost in-
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come replaced by benefits increased from 34 per-
cent in 1969 to 86 percent in 1970. This change
represents a continuation of a trend toward an-
nual improvements in the ratio, observed since
1967, following a period (from 1960 through
1966) during which there was no progress.

Of the 71 million wage and salary workers in
December 1970, slightly more than 47 million
were protected under a formal plan of sick leave
or wage continuation or under sickness insurance.
This number with protection was only 500,000
higher than the 1969 figure, reflecting the fact
that the number of employed civilian workers
between 1969 and 1970 remained practically un-
changed. Although two-thirds of all workers are
under a sick-leave or insurance plan, such pro-
tection drops to 51 percent if the totals are ad-
justed to exclude government employees and
workers in the areas with temporary disability
insurance laws.

MEASURING INCOME LOSS

The income-loss estimate used in this series is
designed to reflect the loss of current earning
power during the first 6 months of a nonoccupa-
tional illness or injury. It thus encompasses prac-
tically all the work-time lost because of tem-
porary disability and part of the loss (the first
6 months) attributed to long-term disability. The
estimate also includes loss of income that is po-
tential as well as actual—that is, income that
might be lost if it were not for a sick-leave plan
that continues wages and salaries during periods
of illness. Payments under such plans are counted
in this series as benefits that offset the potential
wage loss.

Using this concept of income loss, it has been
estimated that wage and salary workers in pri-
vate industry lose an average of 7 days of work-
time a year, Federal Government workers 8 days
a year, and State and local government em-
ployees 7 days a year.

As table 1 shows, these averages have been
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TABLE 1.—Estimated income-loss from nonoccupational
short-term sickness,! by type of employment, 1948-70 2

(In millions]

‘Wage and salary workers

In private In public
employment 3 | employment
Self-
em-
Year Total Cov- ployed
ered by persons$
Total | tem-
porary State
dis- [ Others| Fed- and
ability eral® | local?
insur-
ance
laws 4
,568 | 83,630 $391 | $2,807 $174 $258 $038
4,424 | 3,601 48, 2,643 1%0 28, 823
4,795 1 3,921 712 | 2,703 201 305 874
5,473 | 4,494 | 1,059 | 2,842 259 334 979
5,814 | 4,831 1,132 | 3,039 291 369 983
6,144 | 5,199 | 1,213 | 3,295 290 401 945
6,094 5,161 1,212 3,232 280 437 933
6,646 | 5,573 1,299 t 3,507 297 470 973

12:582 11:146 2,479 | 6,688 626 | 1,353 1,436

13,608 | 12,215 | 2,689 | 7,344 691 | 1,491 1,483
14,1656 | 12,695 | 2,815 | 7,647 712 | 1,521 1,470
15,456 | 13,943 } 3,011 | 8,347 816 | 1,769 1,513

1 Short-term or temporary non-work-connected disability (lasting not
more than 6 months) and the first 6 months of long-term disability

2 Beginning 1960, data include Alaska and Hawai Beginning 1959, data
adjusted to reflect changes in sickness experience (average number of dis-
ability days), as reported in the Health Interview Survey of the Public
Health Service

* Annual payrolls of wage and salary workers in private employment,
multiplied by 7 (estimated average workdays lost per year due to short-
term sickness) and divided by 255 (estimated workdays in year) Data for
1948-64 from table 6 2 of The Natwnal Income and Product Accounts of the
Unated States, 1929-1965, Statistical Tables® A Supplement to the Survey of
Current Business, 1966 (Department of Commerce) Comparable data for
1965-70 from annual Sursey of Current Business, Natwnal Income Issue

4 Total annual payrolls of wage and salary workers in Industries covered
by temporary disabiity insurance laws in Rhode Island, California, New
Jersey, and New York and In the railroad industry, multiplied by 7 and
divided by 255

5 Difference between total loss for all wage workers in private employment
and for those covered by temporary disability insurance laws.

¢ Federal eivilian payroll in United States from U 8 Civil Service Com-
mission, multiplied by 8 (estimated average workdays lost per year due to
short-term sickness) and divided by 260 (scheduled workdays in year)

7 Annual wage and salary payrolls of State and local government em-
ployees from Department of Commerce data (see footnote 3) multiplied by
estimated average workdays lost per year due to short-term sickness, (for
1948-66, 7 5 days, for 1967, 7 35 days, for 1968, 7 2 days, and for 1969-70, 7.0
days) and divided by 255 (estimated workdays in year)

8 Annual farm and nonfarm proprietors’ income from Department of Com-
merce data (see footnote 3), multiphed by 7 (estimated income-loss days
per year due to short-term sickness) and divided by 300 (estimated work-
days in year)

modified annually, starting with 1959, to reflect
the actual year-to-year overall variations in sick-
ness rates as reported by the annual Health
Interview Survey of the Public Health Service.
The Health Interview Survey data are used as a
measure of year-to-year variations rather than
as the measure of average number of income days
lost because of several significant conceptual dif-
ferences between that survey and the Social

20

Security Administration series.? Data are avail-
able from the Health Interview Survey on an-
nual work-loss days per currently employed per-
sons aged 17 and over, by class of worker. These
figures, starting with 1967—the first year in
which such information has been available on a
calendar year basis—are presented in table 2.

Differences in these data over a period of time
result from seasonal variations in sickness, long-
range changes in health levels, and changing com-
position of the groups of workers. The annual
number of work-loss days for all types has been
stable at or about 5.4 days for the 4 years shown.
The distributions by sex and class of worker
have been far more variable. When more years of
data are accumulated, it may be possible to dis-
cern trends by class of worker that can be used
to further refine the estimates made for the Social
Security Administration series.

The rate of sickness among workers, measured
by a sickness index (1958 =100) and adjusted
by Public Health Service data, has been com-
puted as 97 for 1970. This is an increase from the
1969 index of 94, following a decline from the

! For full discussion of these and other factors responsi-
ble for the differences between the two series, see Alfred
M. Skolnik, “Income-Loss Protection Against Illness,
1948-66,” Social Security Bulletin, January 1968.

Tasrg 2.—Number of work-loss davs per person per year
for currently emploved persons aged 17 and over, by class
of worker and sex, 1967-70

State
Privated gederal Iand1 Selt
wage an overn- ocal elf-
Period Total ! salary ment govern- | employed
workers | employees ment
employees
Total
54 53 88 51 60
54 54 6.8 54 50
52 52 6.6 51 46
54 55 6.1 46 51
Men
53 5.1 58 54 61
52 5.1 64 5.3 51
52 52 590 51 49
51 51 5.1 45 55
Women

56 56 93 48 59
59 60 7.6 5.6 43
5.2 52 81 5.2 37
5.9 6.3 8.2 4.6 35

1 Includes nonpaid workers

Source National Center for Health Statistics, Public Health Service,
unpublished data from the Health Interview Survey.
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1968 level of 99. The 1969 index has been revised
downward from a preliminary estimate of 100
made last year when Health Interview Survey
data for only the first quarter of 1969 were avail-
able. The substantial drop from the preliminary
to the final index figure reflects a decline in res-
piratory ailments between 1968 and 1969 asso-
ciated with the decline of incidence in “Hong
Kong flu.”

The total income loss from nonoccupational ill-
ness recorded in table 1 rose $1.3 billion from
the 1969 total to almost $15.5 billion in 1970.
Increases of from 7-16 percent were experienced
by the various employment groups between 1969
and 1970—except for self-employment income
loss, which registered a 3-percent growth. The
overall increase in income loss between 1969 and
1970 (9 percent) was larger than that between
1968 and 1969 (3 percent) primarily because of
the different rates of morbidity experienced in
each of those years. As the sickness indexes above
indicate, sickness increased in relation to the
number of workers between 1969 and 1970, in
contrast to the decline over the 1968-69 period.

Rising wage levels continue to be a basic factor
affecting income-loss levels in each of the past
few years. Average annual earnings per civilian
full-time employee rose 6.2 percent in 1970,
compared with a 6.5-percent rise in 1969. A
moderating influence, however, was the trend in
employment. The growth in civilian full-time
employment dropped in 1970 to just 0.2 percent
above the 1969 level. The number of employees
was 3.1 percent higher in 1969 than in 1968.

PROTECTION AGAINST INCOME LOSS

Workers Covered und Types of Protection

The number of workers protected by some form
of income-maintenance plan for short-term sick-
ness has been increasing gradually each year as
the total number of workers grows. In addition,
the proportion of the labor force with such protec-
tion has gone slowly up in the last several years
as coverage of income-maintenance plans has
been extended. The following tabulation shows
these developments in the period December 1967-
December 1970 for all wage and salary workers
in civilian employment:
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Number with protection
December

Total As a percent

(in millions) | of all workers
1967, 415 62
1968, - 44 2 65
1969, - 16.8 66
1970_.... 47.3 67

The rise in number of workers protected against
loss of income from short-term sickness from
1969 to 1970 was a half million. This quite small
increase occurred primarily because of the in-
fluence of the economic slowdown in 1970, that
dampened the usual annual increase in the labor
force.

Protection against loss of earnings in periods
of nonoccupational disability is provided in a
number of ways. For wage and salary workers in
private industry, the most common method is
through group or individual insurance policies
sold by commercial insurance companies that pay
cash amounts during specified periods of disabil-
ity. Employers may also self-insure, providing
either cash benefits or paid sick leave. Some
unions, union management trust funds, fraternal
societies, and mutual benefit associations also pay
cash disability benefits. These methods are not
mutually exclusive: employers often use a paid-
sick-leave plan to supplement benefits under in-
surance plans, and workers may, as individuals,
purchase insurance policies to supplement the
protection provided through their jobs.

This private insured protection may be ob-
tained through voluntary action by the employer
or the employee, or—as in California, Hawaii,
New Jersey, New York, and Puerto Rico—it may
come about as the result of a compulsory tempo-
rary disability insurance law.? In addition, some
of the protection required by law in these juris-
dictions (except Hawaii) may be provided by
publicly operated funds. Under the other two
compulsory programs—that of Rhode Island and
the Federal program for railroad employees—all
the mandatory protection comes from publicly
operated funds, though private plans may sup-
plement the government-paid benefits.

In 1970, 36.9 million of the 47.8 million work-

? Mandatory sickness insurance protection was insti-
tuted for workers in Puerto Rico on July 1, 1969, and in
Hawalii on January 1, 1970. Coverage and benefits data
for these areas are not included here; data are not yet
available.
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ers with protection were in private industry.
Federal, State, and local government sick-leave
plans account for the remaining coverage. Vir-
tually all Federal employees and most State and
local government workers are under some income-
protection plan,

Because of the extensive mandatory provisions
in States with temporary disability insurance
laws, most private industry workers (14.6 mil-
lion) in those areas have sickness insurance or
similar protection. Almost all railroad workers
are included in the Federal statutory program
for that industry. The other six compulsory pro-
grams safeguard more than four-fifths of the
employees in these jurisdictions. The protection
provided, like that under the unemployment in-
surance laws in these States, is extended mainly
to employees in industrial and commercial firms.
California, Hawaii, and Puerto Rico also cover
hired farm workers. Domestic workers and em-
ployees of governments and nonprofit organiza-
tions are generally not covered.

By contrast, workers in private employment
throughout the rest of the country are much less
likely to have wage replacement through their
jobs when disabled. The rate of coverage, how-
ever, has been rising slightly and, as table 3
shows, had risen to 51 percent in 1970. (The ap-
parent drop from 1964 to 1966 was caused by a
refinement in the available data, described in
footnote 3 of table 3.) Among those covered by
private insurance, the extent of protection may
vary considerably. Insurance plans have charac-
teristically provided maximum potential dura-
tion of 13 or 26 weeks, with a noticeable trend
toward the more liberal provision in recent years.
A survey of new plans issued indicated that 37
percent allowed up to 26 weeks of benefits in
1965; and 52 percent of the new plans provided
this duration in 1970.2 It should be noted that
some plans providing disability benefits of lim-
ited duration may be coordinated with plans that
provide long-term benefits upon the expiration
of the short-term benefits.

The data for voluntary group insurance cover-
age exclude persons with protection only under
credit insurance arrangements since this type of
insurance does not generally stem from an em-
ployment relationship. Credit insurance is pur-

*New Group Health Insurance, Health Insurance In-
stitute, New York, 1971.
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TaeLE 3.—Degree of income-loss protection against short-
term sickness for employed wage and salary workers in
private industry not under temporary disability insurance
laws, selected years 1954-70

Wage and salary workers not under
compulsory programs

Year ‘With protection
Total
number (in
thousands) ! | Number (in Percent
thousands) * of total
31,400 15,000 47.8
34,200 16,400 48,0
33,600 16,000 47,6
34,300 8,800 49,0
35,900 17,300 48 2
38,100 18, 500 48.6
41,000 18,400 44 9
41, 18,800 45.1
42,600 20,900 49.1
43,900 22,000 50.1
43,400 22,300 51.4

1 Number in private industry (excluding railroad employees), as adjusted
by ratio of private industry employees on nonagricultural payrolls in the
four States with temporary disability insurance laws to all such employees
Datafrom Bureau of Labor Statistics, Employment and Earnimgs and Monthly
Report on the Labor Force Beginning with 1967, data not strictly comparable
with that for earlier years Labor-force information for 1967 and thereafter
excludes those aged 14 and aged 15 and includes certain workers previously
clasgified as self-employed.

* Estimated number of private-industry workers (1) with group accident
and sickness insurance (except group credit insurance), (2) under paid sick-
leave plans, and (3) under union and mutual association plans after sub-
traction of the number of workers with such {protection in jurisdictions
with temporary disability laws Estimates of private protection besed on
data from Health Insurance Association of America and from State adminis-
trative agencies

3 Beginning with 1966, group accident and sickness insurance ¢overage has
been adjusted to exclude those with long-term benefit policies, which usually
do not provide short-term benefits

chased by lending institutions to protect their
loans against the risk of nonpayment because of
disability.

Besides group insurance policies and self-
insurance benefit programs, the other major
means of maintaining a worker’s wage when he
cannot work because of illness or accident is sick
leave. Although sickness insurance and sick leave
have the same objectives of preventing the stop-
page of income during temporary periods of in-
capacity they operate in very different fashions.
Sick leave generally is paid in full replacement
of earnings from the first day of illness for a
specified number of days, usually from 5 to 15
a year; sometimes unused leave can be accumu-
lated from year to year. In contrast, sickness
insurance may pay up to 26 weeks of benefits
after a waiting period of a week, at some fraction
of weekly wages—between one-half and two-
thirds—subject to a specified maximum amount.

Benefits Paid

Private insurance—The year 1970 saw mod-
erate growth in private insurance premiums and
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a large increase in benefit payments. The $3,261
million collected in premiums during 1970 under
private insurance was more than 7 percent above
the 1969 amount but represented a considerably
smaller rise than the unusually large increases in
the 2 preceding years (13 percent from 1968 to
1969 and 21 percent from 1967 to 1968). Bene-
fits in 1970 ($2,137 million) exceeded the 1969
level by $280 million or 15 percent, the third
large increase in as many years. Included in the
term “private insurance” for purposes of table 4
are data for funded private plans such as union
or company trust funds and mutual benefit asso-
ciations and for unfunded plans in States with
temporary disability insurance laws requiring the
payment of benefits. Unfunded plans in other
States, as well as all sick-leave plans, are not
shown in table 4 but are part of table 6, which
describes sick-leave benefits.

Premiums and benefit payments for each of the
categories of insurance in table 4 were higher in
1970 than in 1969. Benefits under voluntary
group insurance rose 21 percent to $1,114 million.
During 1970, benefits through individual insur-
ance contracts and private benefits in compliance
with temporary disability insurance laws each
had a lower rate of increase than that of all pri-
vate insurance benefits combined.

Benefits under temporary disability insurance
laws.—DBenefits paid under the provisions of tem-
porary disability insurance laws, through pub-
licly operated funds as well as through private
insurance, amounted to $718 million in 1970
(table 5). As for voluntary private insurance,
benefits paid through the statutory programs
showed a fairly high increase (almost 10 per-
cent) from 1969 to 1970 though they rose at a
slower rate than in the immediately preceding
years (12 percent in 1969 and 13 percent in
1968). Benefit payments actually declined be-
tween 1969 and 1970 under the Rhode Island and
railroad programs. With the contracting of the
railroad labor force, the decline in the railroad
program is probably a return to the pattern of
annual declines experienced from 1960 through
1967. The benefit increases that occurred in 1968
and 1969 were largely the result of the major
benefit liberalizations effective in those years. In
1970, the main statutory benefit changes were the
increases in the maximum weekly amount in New
Jersey from $65 to $69, effective January 1, 1970,
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and in New York from $65 to $75, effective July
1, 1970.

The relationship between private and public
program benefits remained about the same in

TaBLE 4 —Premiums and benefit payments for private
insurance against income loss, 1948-70 1

[In millions]
Under voluntary provisions Ugg%gggm
Year Total
Group vxlltll(lillt;l Belt- Group| Self-
Total | insur- { 0" linsur-| Totallinsur- [Insur-
ance? | o et [ance ? ance 3ance ¢
Premiums
1948, $558 9 | $545.8 | $162.2 [ $350 0 ($33 6 [$13 1 [$127 | $0 4
6036 | 564 8| 177.8 | 355.0 { 32,0 | 38.8 | 31.9 69
6853 | 6094 | 225.6 | 360.0 {238 (759 (583 17.6
804.7 | 660.9 | 260.4 | 366.0 | 25 5 (143.8 102,90 { 409
874 0 | 718.2 | 286.2 | 405.4 | 26 6 (155.8 [112,8 | 43 0
1,026.0 | 839.5 | 321.5 | 404.8 | 23 2 [186.5 136 2 | 50.3
1,074 1 | 896.0 | 340.1 | 534.2 | 21.7 [178.1 {120 8 | 48.3
1,133.9 | 956.1 | 386.2 | 547.8 | 21,1 |178.8 {128.3 | 5O &
1,206.3 [1,020.2 | 418.3 | 691.2 | 19 7 [177.1 [128.5 | 48.6
1,346.9 [1,120.7 | 453.7 | 654.4 | 21.6 [217.2 |157.9 | 50.3
1,417.9 {1,185.6 | 449.6 | 714.6 |} 21.4 [232.3 |167.8 | 64.5
1,526,4 (1,293.6 | 484.1 787.8 | 21 7 [232.8 [166.1 | 66.7
1,561.9 |1,323.1 516.8 | 783.0 | 23 3 |238.8 [168.2 | 70 6
1,630,5 |1,375.2 | 516.0 | 835.9 | 23 3 {255.3 (179.1 | 76.2
1,692 6 (1,437,2 556.9 | 856 5 | 23,8 [255.4 [179.6 | 758
1,697.7 (1,453 3 560.0 | 870.0 | 23 3 (244 4 [161.0 | 83.4
1,815.6 [1,677.6 | 6208 | 933 0 | 23.8 [238.0 |153.2 | 84.8
1,027.1 [1,668.7 | 710.9 | 933 1 | 24.7 [258.4 |163.0 | 95.4
2,134.9 1,854 8 | 810.6 [1,018 5 | 25,7 |280.1 |175 9 | 104.2
2,237.4 1,926 8 | 853.1 [1,048.6 | 25.1 [310.6 {194.3 | 116 3
2,697.9 [2,355.9 i1,131.8 [1,198.0 { 26.1 [342.0 {209.2 | 132.8
3,037.9 2,638.5 {1,304.6 {1,304.5 | 29.4 [394.4 243.0 | 155.5
3,261.4 2,844 0 [1,512.7 [1,299.7 | 31.6 |417.4 |249.6 | 167.8
Benefit payments
286.8 | 2775 | 115.0 | 1410 (21,5 9.3 9.0 0.3
322.0 | 2049 | 124.7 | 150.0 (20 2 { 27.1 | 22.3 4.8
383.8 { 320.5 | 161.3 ) 153.0 [ 152 | 54.3 | 41.7 | 12.6
500.8 | 387.5 | 212.4 | 157.0 | 18.1 1113.3 | 81.1 | 32.2
550.1 | 431.3 | 234.6 | 177.0 | 19.7 j127.8 | 92.5 | 35.3
606.2 | 466.5 | 241.0 | 209.0 | 16.5 [139.7 |102.0 | 37.7
629.1 | 497,1 | 251.8 | 230.0 | 15 3 {132.0 | 96.2 | 35.8
602.4 | 557.2 ( 292 0] 250.0 | 152 |135.2 | 07.0 | 38.2
B02.5 | 651.3 | 357.3 | 278.0 | 16.0 [151.2 [109.7 | 41.5
874 4 | 606.3 | 372.3 | 307.2 | 16.8 [178.1 |120.6 | 48.6
909.1 | 725.4 | 355.9 | 353.4 | 16.1 {183.7 (132.7 | 81.0
990.1 | 800.6 | 304.2 | 389.6 (16 8 {189.5 (1352 | 543
1,031.2 | 8351 | 424.1 | 302.8 [18.2 1961 [1381 | 88 0
1,051.8 | 850.2 | 406.8 | 425.9 | 17.5 |201.4 [141 3 | €0.1
1,086.7 | 882.4 | 4458 | 418.5 | 18.1 |204,3 |143.7 | 60.6
1,117.6 | 0193 | 454 2 | 447.2 | 17.9 {198,2 |130.6 | 67.6
1,192 4 (1,001.0 | 498.9 | 483 9 | 18 2 191.4 (123 2 | 68.2
1,239.7 (1,042.1 541.6 | 482.6 | 17,9 {197.6 {124 8 | 72.8
1,342.7 1,134.3 | 603.2 | 512 9 | 18 2 {208 4 |130.9 | 77.5
1,377.4 {1,155.0 | 610.5 | 527.4 | 17.1 222.4 |139.1 | 83 3
1,711.0 {1,460 2 | 832.9 | 609.1 | 18,2 [251.7 14 0 | 97.7
1,856.6 (1,575 4 | 919.9 | 635.4 | 20.1 {281.2 |171.7 | 109.5
2,136.6 [1,820.4 |1,113.6 | 693.7 | 22.1 [307.2 183 7 [ 123 &

! Beginning 1960, data include Alaska and Hawall.

2 Data on premiums earned and losses incurred by commercial companies
(including fraternal) as grovlded by the Health Insurance Association of
America for the United Btates, by types of insurance benefits, adjusted to
include accidental death and dismemberment grovlslons in individusl

Hefes that Insure against income loss to offset understatement arising from

he omission of current short-term income-less insurance in automobile
restdent liability, life, and other policles For 1956-70, dividends deducted
from earned premiums (2-3 percent for groul:a; 1 percent for individual).
Starting with 1936, all eredit accldent and health insurance classified under
individusl insurence

3 Company and union-management trust fund, trade-union, and mutual
benefit association plans.

¢ Company, union, snd union-management plans under California, New
Jersey, and New York laws, whether or not funded.



TasLe 5.—Cash benefits under temporary disability in-
surance laws provided through private plans and through
publicly operated funds, 1948-70 1

[In millions]

Type of insurance arrangment
Private plans 2

Year Total p Publicly

operated

Group Self- funds +

insurance |insurance 3

$66 4 $9 0 303 $57.1
89 2 223 4.8 62.1
117 4 41.7 12.6 63.1
174 2 81.1 32,2 60.9
202.3 925 35.3 15
230.2 102 0 37.7 90.5
235 1 96 2 35 8 103.1
244 6 97.0 38.2 109 4
265 0 109 7 41,5 113.8
305 3 129.5 48.6 127.2
3261 132 7 51.0 141.4
353 2 135.2 54,3 163.7
368 2 138.1 58.0 172,1
396 6 141 3 60,1 195 2
416 3 143 7 60,6 212.0
442.2 130.6 67.6 243.9
455 8 123.2 68.2 264 4
466.7 124 8 72.8 269 1
481.6 130 9 77.5 273 2
507.1 1391 833 284 7
571.9 154 97.7 320 2
654.9 171.7 109 5 373 7
717.8 183 7 123 & 410 6

! Programs under the Railroad Unemployment Insurance Act and the
laws of Rhode Island, California, New Jersey (beginning 1949), and New
York (beginning 1950). Excludes hospital benefits in Californta and hospital,
surgical, and medical benefits in New York.

2 Under the laws of California, New Jersey, and New York

3 Employers may self-insure by observing certain stipulations of the law.
Includes some union plans whose provisions come under the law,

¢ Includes State-operated glans in Rhode Island, California, and New
Jersey, the State Insurance Fund and the special fund for the disabled un-
employed in New York, and the railroad program

1970 as in 1969 ; about 57 percent of all temporary
disability insurance benefits were paid through
publicly operated funds in both years. A decline
in the ratio of private plan benefits to total bene-
fits under the New Jersey program was roughly
offset by the benefit declines experienced by the
exclusively public programs of the railroad in-
dustry and Rhode Island.

The benefits paid through private plans in New
Jersey have been declining for many years in
relation to benefits through public.plans. This
decline reflects in part, at least, the difficulty of
competing with the State program, which has
paid more in benefits than it has received in con-
tributions (financing the difference by drawing
upon a cash reserve for a number of years). It is
interesting to note that the New Jersey legisla-
ture at the end of 1970, in order to provide
greater revenue for the State plan, enacted a
number of financial measures that became oper-
ative in July 1971. ‘

Employee and employer contribution rates
were raised: the employee rate went from 0.50
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percent to 0.75 percent of the employee’s wage
up to the $3,600 wage base and the employer rate
from 0.25 percent to 0.50 percent of the $3,600
wage base (the standard contribution, with indi-
vidual employer rates varying according to
experience-rating provisions). The maximum
assessment on employers for the disability-during-
unemployment fund was also increased—from
0.02 percent to 0.1 percent of taxable wages.

In the jurisdictions with temporary disability
insurance laws virtually all workers are provided
sickness insurance protection; the benefits paid
in those areas as group protection therefore ac-
count for a disproportionately large part of such
benefits paid nationally. The wage loss of private
industry workers in areas with statutory pro-
grams accounted for 28 percent of the national
total in 1970, but the benefits paid under these
programs were 39 percent of all benefit payments
in the United States. (These wage loss and bene-
fit estimates exclude sick leave in order to make
a more relevant comparison.)

The share of national wage loss represented
by the jurisdictions with temporary disability
insurance laws has been stable, not varying by
more than one percentage point since 1951. The
benefit relationship has, however, been far more
variable, depending on changes in statutory cov-
erage and benefit provisions and on the effects
(in areas without laws) of economic fluctuations
on growth in voluntary insurance coverage. Bene-
fits paid under the temporary disability insurance
laws accounted for as much as 46 percent of bene-
fit payments for short-term sickness nationally
in 1963, but the proportion has fallen irregularly
since then to the 1970 level of 89 percent.

Puaid sick leave.—The estimated amount of for-
mal sick leave paid workers in 1970 was just
short of $3 billion (table 6). The increase of $400
million from 1969 to 1970 was at a 15.5-percent
rate, the largest annual percentage change since
1951. Each type of sick leave showed a substantial
gain in 1970, with leave payments to Federal
employees having the largest relative increment
(16.7 percent).

The sick-leave estimates in table 6 include the
value of leave paid as a supplement to group
insurance, publicly operated plans, or other types
of group protection, as well as the value of ex-
clusive sick leave (sick leave in lieu of any other
type of group income-loss protection). Supple-
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mental sick leave often takes the form of wage
replacement of an initial waiting period before
insurance benefits become available.

In dollar terms, the sick-leave benefits paid to

TABLE 6.—Estimated value of formal paid sick leave in
private industry and in Federal, State, and local govern-
ment employment, 1948-70 1

[In millions]

‘Workers In private

industry 3 Government workers

Not Cov-
cgvi) e{)ed
ered by, ¥

Year Total tem- | tem- State
Total | POISTY | POTAIY | mopqy [ Fed: | “pg
dis- dis- eral 4 local §

ability | ability 0
insur- | insur-
ance | ance
laws | laws?$

$157 $145 $12 $256 $148 $108
162

147 15 300 173 127
177 154 23 315 172 143
198 164 34 390 221 169
214 178 36 453 254 199
231 193 38 482 262 220
241 201 40 500 262 248
268 224 44 545 269 278
293 243 49 591 280 31
324 270 54 627 290 337
338 283 56 696 315 381
351 295 56 725 315 410
392 327 65 827 348 479
410 3 67 900 376 524
461 384 7 098 414 584
513 428 85| 1,110 450 860
492 412 80 | 1,137 445 692
553 464 90 | 1,269 488 781
606 508 99 | 1,39 523 872
656 851 105 | 1,503 558 045

744 627 117 | 1,668 606
849 719 120 | 1,747 622 1,126
960 817 143 | 2,037 726 1,310

! Beginning 1960, data include Alaska and Hawaii Beginning 1959, data
sdjusted to reflect changes in sickness experience (average number of dis-
ability days), as reported in the Health Interview Survey of the Public
Health Service

2 Sum of estimated value of formal paid sick leave for employees with (a)
sick leave but no other group protection and (b) sick-leave supplemental to
group Insurance or other forms of group protection, including publicly oper-
ated funds Under each category, number of employees was adapted from
Health Insurance Council, Annual Survey of Accident end Health Coperage
m the Unaited States, 1948-54, after reducing estimates of exclusive sick-leave
coverage In early years by a third to allow for exclusion of informal sick-leave
plans and conversion of exclusive protection to supplemental protection
under temporary disability insurance laws Later-year estimates based on
nationwide projection of formal paid sick-leave coverage reported for plant
and office workers in the community wage surveys of the Bureau of Labor
Statistics Assumes that workers in private industry receive an average of
4 days of pald sick leave a year, excluding other protection, and 3 2 days
when they have other group protection Daily wages obtained by dividing
average annual earnings per full-time private employee as reported in table
6 5 in The National Income and Product Accounts of the United States, 1929-
65, Statistical Tables, A Supplement to the Survey of Current Business, 1966,
and in the annual Surpey of Current Business, National Income Issue (Depart-
ment of Commerce), by 255 (estimated workdays in a year).

8 Assumes that some workers entitled to cash benefits under temporary
disability insurance laws have sick leave in addition to their benefits under
the laws, but only to the extent needed to bring up to 80 percent the replace-
ment of their potential wage loss

4 Based on studies showing that Federal employees use paid sick leave of
7.7 days on the average for nonoccupationsl sickness, equivalent to 3 per-
cent of payroll Payroll data derived by multiplying number of paid civilian
full-time employees as of June 30 in all branches of the Federal Government
in the United States, by their mean earnings, as reported in Pay Structure
of the Federal Civd Service, Annual Reports, U 8 Civil Service Commission.
Practically all full-time employees are covered by paid sick-leave protection

¥ Assumes that number of State and local government employees covered
by formal sick-leave plans has increased gradually from 65 percent of the total
number employed full-time in 1948 to 90 percent in 1970, and that workers
covered by such plans recelved on the average pald sick feave ranging from
52 days in 1948 to 6 1 in 1970 Number of full-time employees from Public
Employment, Annual Reports (Bureau of the Census) Dally wages obtained
by dividing average annual earnings per full-time State and local employee
a8 reported in Department of Commerce data (see footnote 2), by 2565 (esti-
mated workdays in a year)
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government workers are by far the most im-
portant part of all sick-leave payments for two
reasons: (1) the extent of coverage under govern-
ment sick-leave plans is much higher than that
under private industry sick-leave plans and (2)
the sick leave provided government workers is
almost always exclusive leave. Such a full-
replacement benefit will naturally be much higher
than those intended to supplement insurance
benefits.

The growth of sick-leave payments to State
and local government workers has reflected dra-
matically the combined effect of paying full-
replacement benefits and rapid growth in em-
ployment in this sector. In 1948, sick leave paid
to State and local government workers reached
$108 million, or roughly seven-tenths of both the
amount paid for Federal employees and that for
workers in private industry. By 1970, sick-leave
payments for State and local government workers
had increased elevenfold to $1,310 million—
considerably more than the totals for the other
types of workers—80 percent larger than the
figure for Federal employees and 36 percent
larger than the total for those working in private
industry.

The extent of wage-loss replacement in the
aggregate for workers under exclusive sick-leave

TABLE 7.—Estimated value of formal paid sick leave in
relation to income loss due to short-term sickness among
;v&ré(e;s covered by exclusive formal sick-leave plans,!

[Amounts in millions]

Y&:{hlle of © Rstig) "
sick leave ercent) o
Year Inlt(:)g;ne under sick leave
exclusive to Income
plans loss
1948 ... $567 $375 66,1
1949 601 416 69 2
1950 e 635 432 68 0
1951 - 723 507 701
1952 —_— 804 577 7.7
1953 . 846 612 72.3
1954 . 874 634 725
1956 . 952 691 726
1956 - 1,024 745 72 8
1967, - 1,107 723
1958 . 1,203 875 727
1959_ - 1,242 908 73.1
1960, - - e 1,427 1,034 72.8
1961, . 1,536 1,126 73.2
1962 . e 1,699 1,243 73.2
1963 - 1,875 1,384 38
1064 o eccaana 1,804 1,399 739
1965 2,114 1,564 74.0
1966 2,318 1,711 73.8
1967, 2,460 1,841 74.8
b 3 ORI, 2,715 2,050 755
1969. 2,868 2,153 75.1
1970 3,233 2,488 77.0

1 Bick-leave plans that do not supplement any other form of group protec-
tion, including publicly operated plans,
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plans is shown in table 7. In 1970, the rate of
replacement was 77 percent, the highest reported
in any year in the series. The assumptions made
in arriving at the estimates for the number of
work-loss days and of sick-leave days allowed
for each class of worker involve factors that are
relatively stable. Significant variations do occur,
however, in other factors that help determine the
amount of exclusive sick leave and associated
wage loss—the number of workers in each indus-
trial sector, for example, and trends in supple-
mentary versus exclusive sick-leave payments in
private industry. The net result has been a slow
increase in the wage-replacement ratio in the
period shown in table 7.

Summary of Protection Provided

Data on the various types of benefits discussed
up to this point are brought together in table 8.
All the benefits shown under group insurance and

TaBLE 8.—Benefits provided as protection against income
loss, summary data, 1948-70

{In millions}
Group benefits provided as protection
ageinst wage and salary loss
‘Workers In private
Bene- employment
fits
pro-
vided Pri- Siek
Year Total [through vate Pub- for
indi- cash |38 or
vidual | Total sick- | 1o gov-
Insur- ness |04 | Sick | ment
ance Total 1::‘;' cash |leave| em-
and slek- ployees
self- tggsgs
insur-
ance !
$756 9 | $141,0 | $615.0 | $350 9 | $145 8 |$67.1 {$1570 | $256 0
848 1 150 0] 696.1 | 3961 172 0 | 62.1 |162.0 300 0
938.9 | 153.0 ] 785.9 | 470 9 | 230 8} 63.1 J177.0 3150
1,140 71 157.0 | 992.7| 6028 | 343 8 | 60.9 {198.0 390 0
1,300 6 | 177.0 |1,123 6 | 670 6 | 382.1 | 74.5 |214.0 453 0
1,409.7 | 209.0 |1,200 7{ 718 7| 397.2 | 90 5 |231 0 482 0
1,473 2 | 230.0 [1,243 2| 743.2 | 399.1 {103.1 |241 0 500 0
1,614 8 | 250 0 (1,364 8 | 819.8 | 442.4 [109.4 |268 0 545 0
1,800.3 | 278.0 |1,522.3 | ©31.3 | 524.5 {113.8 [203.0 591.0
1,952.6 | 307.2 [1,645.4 |1,018.4 | 567.2 ]127.2 |324.0 627.0
2,084 5 | 353 4 ]1,731.1 |1,035.1 555.7 |141.4 {338 0 696 0
2,229 8 | 3896 [1,840.2 {1,115 2 | 600 5 {163 7 |351 O 725 0
2,422.3 | 302 8 [2,029.5 {1,202 5 | 638 4 [172.1 {392 0 827.0
2,556 8 | 425 9 |2,130.9 1,230.9 | 625.7 |195 2 |410.0 900 0
2,757.7 | 418 5 2,339 2 |1,341,2 | 668.2 [212.0 |461.0 998 0
2,084.4 | 447.2 |2,537.2 {1,427.2 | 670 3 [243.9 {5130 | 1,110 0
3,085 8 | 483.9 [2,601.9 (1,464.9 | 708 6 [264.4 }482.0 [ 1,137 0
3,330 8 | 482.6 |2,848.2 |1,579.2 | 757.1 |269.1 |553 0 | 1,260 0
3,616.9 | 512.9 (3,104 0 [1,709.0 | 829 8 {273.2 (606 0 | 1,395.0
3,821.1 627.4 {3,208 7 {1,790 7 | 850 0 [284.7 |656.0 | 1,503 0
4,444.1 609 1 3,835.0 {2,167 0 1,102 8 [320.2 |744 0 | 1,668 0
4,826 3 | 635 4 |4,190.9 |2,443 9 [1,221.2 |373 7 {849 0 | 1,747.0
5,044 2 | 693 7 [4,850.5 2,813 5 |1,442 9 |410.6 |960.0 | 2,037.0

1 Includes s small but undetermined amount of group disability insurance
benefits paid to government workers and to self-employed persons through
farm, trade, or professional associations.
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sick leave are wage-replacement payments to
workers. Some of the benefits received through
individual insurance are in replacement of lost
self-employment income, but this type of insur-
ance to some extent also includes benefits to in-
dividuals not attached to the labor force. It should
be noted that the category “private cash sickness
insurance and self-insurance” includes both volun-
tary protection and policies issued in compliance
with temporary disability insurance laws. (The
relationship between benefits under temporary
disability insurance and other group protection is
treated later in table 10.)

Cash benefits provided for short-term sickness
totaled $5,544 million in 1970. The increase of
$718 million from 1969 to 1970 was the largest
in absolute terms since the series began in 1948
and in relative terms was almost 15 percent—
the third largest annual increase. The effects of
inflation in raising wages and thus indirectly
benefits, together with the increase in sickness in
1970, were in the main responsible for the vigor-
ous growth in aggregate benefits. Benefit pay-
ments were higher in 1970 for each group in table
8. The $290 million jump in sick-leave payments
for government workers was the most notable.

TABLE 9.—Extent of protection against income loss, 1948-70
{Amounts in millions]

Income loss and grotectlon
provide
Income Net cost
Year loss not Jof providln‘g
Income | Protectlon g‘g:fggrt‘ protected | insurance
loss provided 3 of loss
$4,508 $757 166 $3,811 $277
4,424 844 191 3,578 7
4,795 939 196 3,856 307
5,473 1,150 21.0 4,323 311
5,814 1,301 22.4 4,513 322
6,144 1,410 229 4,734 428
6,004 1,473 24,20 4,621 453
6,546 1,615 24.7 4,931 450
7,031 1,800 25.8 5,231 413
7,363 1,953 26.5 5,410 482
7,458 2,084 27.9 5,374 519
7,724 2,230 28 9 5,494 548
8,555 2,422 28 3 6,133 542
8,639 2,587 296 6,082 592
9,622 2,758 28.7 6,804 620
10,178 2,984 29,3 7,194 596
10,248 3,086 301 7,162 640
11,278 3,331 295 7,947 704
12,205 3,617 298 8,538
12,582 3,821 30 4 8,761 878
13,698 4,444 324 9,254 1,008
14,166 4,826 41 9,339 1,201
15,456 5,544 35.9 9,912 1,146

1 From table 1, .

3 Total benefits, including sick leave (from table B).

3 Includes retention costs {for contingency reserves, taxes, cornmissions,
aquisition, claims settlement, and underwriting gains) of private insurance
companies (from table 4) and administrative expenses for publicly operated
plans and for supervision of the operation of private plans Excludes costs of
operating sick-leave plans, data not avallable
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Throughout the past decade, sick-leave payments
for government and private industry workers,
combined, accounted for over half of all cash
payments for nonoccupational disability (54 per-
cent in 1970).

MEASURING THE EXTENT OF PROTECTION

Several different types of voluntary and statu-
tory methods are available for maintaining
workers’ income when they are sick. How effec-
tive are they? One way to throw light on this
question is to relate the payments made to the
amount of income loss incurred. Tables 9-11
measure the benefit/income loss relationship.
Table 9 deals with the relationship between all
benefits and the income loss pertaining to short-
term sickness; table 10 examines this relationship
for wage and salary workers under group plans;
and table 11 focuses on the compensable part of
income loss that is replaced through insurance
benefits alone.

The comparison of combined benefits from all
sources with total income loss in table 9 is a
broad measure, including wage loss and self-

employment income loss and all forms of benefit
protection against short-term disability—includ-
ing total sick-leave payments, group and individ-
ual insurance under voluntary auspices, and
temporary disability insurance payments.

Table 9 shows that over one-third of all income
loss was replaced in 1970. Historically, the bene-
fit-loss ratio has gone through three distinct
phases. The ratio improved—that is, increased—
throughout the 1950’s. The growth in benefit pay-
ments relative to income loss leveled off from
1960 through 1966. And, once again, the benefit-
loss ratio has resumed its climb—ifrom 30 percent
in 1967 to almost 36 percent in 1970.

The costs of providing short-term sickness
benefits through insurance are given in table 9.
Corresponding data for sick-leave plans are not
available. Under commercial insurance and self-
insurance, these costs—$1.1 billion in 1970—
mainly represent the difference between insurance
premiums and benefit payments and are made
up of selling and administrative expenses, pre-
mium taxes, additions to reserves, and under-
writing gains.

In each of the periods during which the over-
all ratio increased, gains were also recorded in

TaBLE 10.—Group protection provided in relation to wage and salary loss, 1948-70

[Amounts in millions]

‘Wage and salary workers in private industry
All wage and salary workers
Total Covered by temporary Not covered by temporary
disability insurance laws disability insurance laws
Year Protection Protection Protection Protection
provided provided provided provided
Income Income Income Income
loss Percent loss Percent loss Percent loss Percent
Amount £ Amount of Amount of Amount of
income income income {income
loss loss loss loss
$3,630 $616 17.0 $3,198 11.3 $391 $78 19.9 $2,807 $282 10.0
3,601 696 19.3 3,126 396 127 483 104 21.5 2,643 292 11.1
3,921 786 200 3,415 471 138 712 140 19.7 2,703 331 12.2
4,494 993 22.1 3,901 603 15.5 1,059 208 19.6 2,842 395 13.9
4,831 1,124 23.3 4,171 671 161 1,132 238 210 3,038 433 14.2
5,199 1,201 23.1 4,508 719 159 1,213 268 221 3,295 451 13.7
5,161 1,243 24.1 4,444 743 187 1,212 275 227 3,232 468 14.5
5,573 1,365 24.5 4,806 820 17.1 1,299 289 22,2 3,507 631 15.1
6,034 1,522 26 2 5,203 931 17.9 1,430 314 22.0 3,773 617 16.4
6,335 1,645 26 0 5,442 1,018 18.7 1,512 359 23 7 3,930 659 16.8
6,371 1,731 27.2 6,391 1,035 19 2 1,507 380 25 2 3,884 6565 16 9
6,671 1,840 27.6 5,659 1,115 19,7 1,580 409 269 4,079 706 17.3
7,445 2,030 27.3 6,280 1, 19 2 1,773 433 24 4 4,507 770 17.1
7,498 2,131 28,4 6,262 1,231 197 1,770 464 26.2 4,492 767 17.1
8,383 2,339 27,9 6,988 1,341 19 2 1,983 493 24 9 5,005 848 16 9
8,905 2,537 285 7,39 1,427 19.3 2,084 827 25.3 5,306 900 17.0
9,015 2,602 289 7,468 1,465 19.8 2,085 536 25 7 5,383 929 17.3
9,002 2,848 28 8 8,189 1,579 19.3 2,244 556 24.8 5,045 1,023 17.2
10,746 3,104 28,9 8,870 1,709 193 2,408 580 241 6,462 1,129 17.8
11,146 3,204 29,6 9,167 1,791 196 2,479 612 24.7 6,688 1,179 17.8
12,215 3,835 31,4 10,033 2,167 2186 2,689 689 25.8 7,344 1,478 2 1
1969 —— 12,696 4,191 33.0 10,462 2,444 234 2,815 784 27.9 7,047 1,660 21.7
1970 13,943 4,850 348 1,368 2,814 24.8 3,011 861 28.6 8,347 1,953 23.4
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benefit-income loss ratios for each major type of
protection: sick leave for government workers,
private voluntary (group and individual) insur-
ance, and benefits under temporary disability in-
surance laws.

Readily apparent is the effect of sick-leave pro-
visions in government employment on the overall
group protection received by wage and salary
workers in the labor force. For wage and salary
workers in private industry, who are primarily
dependent upon insurance measures for protec-
tion, benefit payments in 1970 equaled 24.8 per-
cent of lost wages. When government employees
with their extensive paid sick-leave coverage are
included in the computation, cash sickness bene-
fits (including sick leave) jump to 84.8 percent
of total wages lost (table 10).

It may be of interest to look at the explicit
benefit-wage loss ratios of government workers
in comparison with those in private industry.
The following tabulatioh shows expectedly high
ratios for both State and local government work-
ers and for Federal employees. The relative sta-
bility of the Federal ratio over time and the
rising State and local government ratio are
evident. These different trends reflect (1) the
practically universal coverage of the Federal
sick-leave program and its unchanging benefit
provisions and (2) the continuing expansion and
liberalization of sick-leave plans among State and
local government employees. The tabulation also
shows that the benefit-wage ratio went up from
1969 to 1970, especially for Federal workers, like
the ratios for workers in jurisdictions with and
without temporary disability insurance laws.

Ratio (percent) of benefit payments
to wage loss
Year
State and
Total local Federal
government workers
workers
62 3 46,9 85 6
7.0 62,9 86.4
78,2 740 87.4
78 11 890

The relationship of cash sickness benefits to the
income they replace is not necessarily expected
to be “one-to-one.” Insurance benefits in partic-
ular are usually established as a partial income-
replacement scheme. To discourage malingering,
insurance plans ordinarily undertake to compen-
sate for only a part of the weekly wage or salary
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TasrLE 11.—Insurance benefits as percent of estimated
potentially insurable and compensable income loss! for
workers without exclusive formal sick leave, 1948-70

[Amounts fn millions]

As a percent of income loss—
Amount of
Year insurance After first 3 days ? After first 7 days ¢
benefits 3

Total |Two-thirds}] Total [Two-thirds

$334 12.3 18,4 15.6 23.4

384 14.4 21,5 18.3 27.4

447 15.4 230 196 20 3

562 16 9 25.4 21 8 32.3

634 18.1 27.1 230 345

697 188 28 2 239 359

732 20.0 300 25.5 38.2

802 205 30.7 26.1 39.1

916 21.8 32,7 27.7 41.6

1,002 29 34,3 29.1 43.7
1,050 240 360 N6 45.8
1,154 25.4 381 324 48 5
1,203 24.1 36 2 07 46 0
1,247 251 376 3L.9 47.9
1,299 23.4 35.1 29 8 44,7
1,361 23.4 351 29 8 4 7
1,457 24.9 37.4 317 47.6
1,509 23.5 35.3 29 ¢ 44.9
1,616 23.3 350 29.7 4 6
1,662 23.5 35.2 29.1 44.8
2,032 28.4 39 8 336 50.5
2,231 28.2 42.3 35.9 53.9
2,547 29.8 4“7 37.9 56.8

! The portion of income loss that may be considered insurable or compen-
sable under prevailing insurance practices,

2 Excludes sick-leave payments

2 Based on 70 percent of total income loss (from table 1), after exclusion of
income loss of workers covered by exclusive sick-leave plans (from table 7).

4 Based on 55 percent of total income loss (from table 1), after exclusion of
income loss of workers covered by exclusive sick-leave plans (from table 7).

loss and cover the first few days or first week of
disability only when the disability results from
an accident.

Table 11 therefore presents a comparison be-
tween the actual amount of insurance benefits
(excluding sick leave) paid and the hypothetical
amount of income loss that is considered poten-
tially insurable as a means of gauging the ade-
quacy of insurance in replacing wages lost during
short-term sickness. A few alternative insurance
objectives are assumed, with the benefit provisions
of some of the more liberal insurance policies
used as guides. The amount of assumed income
loss varies according to (1) selection of alterna-
tive waiting periods before payments begin and
(2) whether all or two-thirds of the gross weekly
wage is to be replaced.

The replacement of income loss by insurance
benefits went up substantially in 1970, compared
with the 1969 benefit-loss ratios. The increase
was the fourth consecutive annual rise. Under the
assumed insurance objective of two-thirds wage
replacement after a 7-day waiting period, almost
57 percent of the loss was compensated in 1970
under all public and private insurance plans.
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Moderate to large increases in the ratio have
been experienced in each of the 3 most recent
years; the largest rise was almost six percentage
points—from about 45 percent in 1967 to less
than 51 percent in 1968. In contrast, in the period
1958-67 the proportion fluctuated practically
every year between 45 percent and 49 percent.
The years before 1958, like the present period,

witnessed nnnhnlnng 1mnrnvnmnnf in the ratio.

itnessed continuing improvement in the ratio

If one assumes the most liberal replacement
objective shown on table 11—that is, a full weekly
wage replacement after a 8-day waiting period—
the degree of wage replacement by insurance
benefits for short-term sickness falls to 30 percent
in 1970. But trends over the years were about the
same as under the least liberal hypothetical pro-

visions and under each of the other assumed
insurance objectives.

In summary, 1970 was a year in which growth
was observed in benefit payments for short-term
nonoccupational disability. The ratio of benefits
to income loss showed gains for the various

groups of workers and types of protection tab-

ulated. But, in perspective, the gap between the
benefit protection achieved and the amount of
wage loss incurred is still considerable. Even in
terms of the most restrictive insurance objective
described in table 11 (providing a 1-week wait-
ing period and a replacement rate of two-thirds),
more than two-fifths of the income loss consid-
ered suitable for compensation was not being
compensated in 1970.

Notes and Brief Reports

Wotkmen's Compensation Payments
and Costs, 1970%

Despite a nonexpanding labor force, work-
men’s compensation payments in 1970 experi-
enced the largest relative annual increase since
1951. Total cash and medical benefits under work-
injury laws in the United States rose by $303
million or 11.5 percent to a new estimated high
of €2.927 million. Althouoh the 1970 increases in

Ui Plyvdi 10 4320200048 VAl 41101 0ASTS

medical care prices and wage levels were less
rapid than that of the previous year, apparently
the carryover of awards from recent inflationary
years was still having an effect. In addition, 1969
and 1970 witnessed considerable legislative activ-
ity as all but 12 jurisdictions liberalized benefits
for disability and/or death. Injury-frequency
rates in manufacturing——‘rhe number of disabling
ln]urles per mllllOIl mannou’rs \VOI'KE(I—IUbe 11 OIn

14.8 in 1969 to 15.2 in 1970, according to pre-

est:mnlrne aof the n‘F T.abor

Rire
LIIALCS Uk tne ureau adounr UL

liminary
Statistics.
The number of workers covered by State and

Federal workmen’s compensation laws leveled off

*Prepared by Alfred M. Skolnik, Division of Economie
and Long-Range Studies. Annual estimates of workmen’s
compensation payments appear in the January issue of
the Bulletin.
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in 1970. A few States expanded their coverage
(Florida and Yowa by shifting from elective to
compulsory coverage and Missouri by covering
State employees compulsorily), but the general
slowdo

weekly covered labor force of about the same
size as in 1969—58.8 million to 59.0 million per-
sons. During 1969 the gain had been more than
2 million.

Average wages in private industry, on which
cash benefits are based, advanced at a slower pace
in 1970 (under 5 percent) than in 1969 when the
rate of increase was more than 6 percent. Medical
care prices also rose at a slower rate in 1970—
6.3 percent, compared with 6.9 percent in 1969—

a ~H to tha O Py
according to the Consumer Price Index of the

Bureau of Labor Statistics.
Tmmdnhve changes in State workmen’s com-

wn in tha soanamy v-ncu'lfor] in an average

pensatlon laws seemed to be the most influential
force in raising benefit expenditures. During
1969 and 1970, 30 States raised the maximum
amount of weekly benefits for temporary total
disability. In most cases, 1970 was the first full
year to reflect the increases. In addition, eight
States (and the program under the Federal
Employees’ Compensation Act) increased their
xrantele: Mo erimnziine aribrraatinalle oo g, |

WCOR1Y IlaX1IUulils duLUllldblbdlly as LllU Lbbull/ Ul.

legislation that ties the maximum to current wage
scales—usually 50 percent of their statewide
average wage.

At the end of 1970, three-fourths of all State

workmen’s compensation laws paid a weekly

2%



