Notes and Brief Reports

Cash Benefits for Short-Term Sickness,
1973%

Sickness and non-work-related accidents in
1973 left the Nation’s workers with a short-term
potential earnings loss of $20.9 billion. Cash
benefits, largely through accident and sickness
insurance and sick leave, replaced $7.2 billion
or almost 35 percent of the loss. In 1973, even
more than in previous years, inflation helped to
push the income-loss and benefit levels above
the levels a year earlier. The growth of the
labor force in 1973 also contributed to the rise
in income loss and benefits. A decline in the
number of workdays lost from sickness per worker
reduced the rate of increase, however. Overall,
benefits rose 9 percent and income loss 8 percent
from 1972 to 1973.

The term “income loss” refers here to work-
time loss resulting from the first 6 months of
illness of long duration, as well as from non-
occupational disabilities lasting less than 6
months. It encompasses, in addition, not only
income actually lost but income that would have
been lost if it were not for sick leave or wage-
continuation programs. Formal sick leave is
counted as an offset to this potential loss and
added to benefit totals.

The rate of benefit protection (benefits as a
percent of income loss) was a little higher in 1973,
The main factor in the slightly upward change
in the ratio (from 34.2 percent in 1972 to 34.6
percent in 1973) was the addition to this series
in 1973 of $111 million in benefits for the sixth
month of disability paid under the Federal old-
age, survivors, disability, and health insurance
(OASDHI) program, as a result of a 1972
amendment to the waiting-period provision in the
Social Security Act.
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* P‘J;epared by Daniel N. Price, Division of Retirement
and Survivors Studies, Office of Research and Statistics.
This presentation is briefer than that previously pub-
lished annually on cash-sickness benefits in January
issues of the Bulletin See, for example, Daniel Price,
“Cash Benefits for Short-Term Sickness, 1948-72, Jan-

uary 1974, for a detailed discussion of the concepts and
methodology used.
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SCOPE OF PROTECTION

For most workers, income protection against
short-term illness comes through their employ-
ment relationship. Sick leave or insurance may
be provided voluntarily by employers through
labor-management negotiations or otherwise. In
addition, five States (California, Hawaii, New
Jersey, New York, and Rhode Island) and two
other jurisdictions (the railroad industry and
Puerto Rico) have laws requiring employers to
protect their workers against short-term nonoc-
cupational disability. /

In 1973, 48.6 million wage and salary workers,
or 63 percent of the 77.7 million in the labor
force, were under formal plans protecting them
against wage loss when ill. Among workers in
private industry, the proportion covered was 57
percent (table 1). Coverage has been stable for
a number of years at about this level. Almost all
workers in the jurisdictions with temporary dis-
ability insurance laws are protected. With these
jurisdictions excluded, the proportion of wage
and salary workers who are covered is 44 percent.
Data on the number of workers with protection
have been revised downward, back to 1963, to
account for adjustments in the number of workers
under voluntary group insurance plans. These
adjustments result from improvements made by
the Health Insurance Association of America in
its annual survey of such plans.

BENEFIT EXPERIENCE

Benefits were increased for each of the benefit
categories in 1973 as the following figures, derived
from table 2, show, Insurance benefits rose at a
greater rate than sick-leave compensation. The
increase in individual insurance-benefit levels
reflect in part the methodological improvements
made in the data-gathering procedure for 1973.

Percentage increase,

Type of benefit from 1972 to 1973

Total benefits 9.1
Individual insurance ___ - 169
Group voluntary (private) .. __ 10.1
Under public laws:

Privately written 10.8

Publicly operated _______________ 9.7
Sick leave:

Private industry —___ - 59

Government 34
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TaBLe 1..~Degree of income-loss protection against short-
term sickness for all employed wage and salary workers in
private industry and for those not under temporary disability
1nsurance laws, selected years 1954-73

‘With group protection
Total
December of— number (in
thousands)! Number (in Percent of
thousands)? total

All wage and salary workers

43,000 26,600 60 0
46,000 27,700 59 2
45,900 26,900 58 6
47,000 28,200 60
48,900 29,700 60 1
51,200 28,100 5 9
54,800 32,400 501
56,800 32,700 576
68,000 34,300 501
58,900 34,600 587
61,400 34,600 56 4
63,800 36,400 51.1

‘Wage and salary workers not under temporary
disability insurance laws

31,400 15,000 47 8
34,200 ,400 48 0
33,6800 18,000 46
34,300 16,800 490 0
35,900 17,300 482
38,100 185,400 40 4
41,000 18,300 39.8
42,600 18,500 43 4
43,800 19,600 453
44,300 20,000 451
46,500 19,700 42.4
47,700 21,200 44

1 Number in private industry. For areas without temporary disability
Insurance laws, total excludes railroad workers and is adjusted by ratio of
private industry employees on nonagricultural payrolis in the States with
temporary disability insurance laws to all such employees Data from the
Bureau of Labor Statistics, Employment and Earnings snd Monthly Report
on the Labor Forece, Beginning with 1968, data not strictly comparable with
figures for earlier years Beginning 1968, labor-force information excludes
those aged 14-15 and includes certain workers previously classified as self-
em%:ycd.

3 Estimated number of private-industry workers (1) with group accident
and sickness insurance (except group cyedit insurance), (2) under paid sick-
leave plans, and (3) under union and mutusl association plans Estimates
of private protection based on data from the Health Insurance Association
of America and from State administrative agencies Beginning 1964, data
not strictly comparable with figures for earlier years because of a changein
Health Insurance Association of America survey procedures to eliminate
duplication between short-term and long-term insurance coverage.

The 9.1-percent increase in benefits during
1973 was in large measure due to a rise in wages
and an expansion in the labor force, counter-
acted to some degree by a reduction in morbidity
rates. Full-time civilian employment rose by 4.3
percent from 1972 and wages and salaries of
civilian employees went up 5.8 percent. The sick-
ness rate declined 4 percent, however, according
to the Social Security Administration estimates
based on data from the Health Interview Survey
conducted annually by the U.S. Public Health
Service.

Part of the rise in short-term sickness bene-
fits in 1973 came from a new source: 1973 was
the first year in which benefits for the sixth month
of disability became payable under the OASDHI
program and were included in this series. Before
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the 1972 amendments, the sixth month was part
of a noncompensable waiting period under that
program.

A legal issue developed in 1974 that might
have had major implications for short-term sick-
ness-benefit plans. An attempt was made to pro-
hibit the temporary disability insurance program
in California- from excluding benefits to women
for normal pregnancy. The United States Su-
preme Court ruled, however, that exclusion of
such benefits was not discriminatory. During the
same year, another indication of the drive to
provide equal sickness insurance protection for
women was the announcement of a nondiscrimina-
tory individual insurance policy offered by a
private company. In general, disability from
pregnancy continues to be excluded from sick-
ness-benefit protection or is provided in very
limited fashion, under both public and private
plans.

BENEFIT-INCOME REPLACEMENT RATES

Since income loss and benefits rose at about
the same rate, the benefit-loss ratio for 1973
remained at somewhat more than one-third—
as it has been, beginning 1970. The tabulation
that follows reveals a striking difference in
benefit-loss ratios for government workers and
workers in private industry in 1973. This differ-
ence is due in large measure to the fact that
government worker benefits are under sick-leave
plans that generally offer full-pay replacement,
and private industry sick-pay is primarily under
insurance policies that are intended to provide

[Amounts in millions]

‘Wage and salary
workers in private
employment
In
govern-
Item Total ! Covered Not ment
by covered by | employ-
temporary | temporary ment
disability | disability
insurance | insurance
laws laws
Incomeloss.............. $18,661 43,797 $11,315 $3,540
Benefits (Including sick
) L3 ) F 6,324 1,012 2,494 2,707
Benefits as percent of
fncome 1088, ...ccovun.. 33.9 27 20 76.8

t Beginning 1973, includes benefits for the sixth month of disability payable
under the old-age, survivors, disability, and health insurance program.
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TasLE 2.—Protection against income loss from short-term sickness,! 1948-73

[In millions}
Protection provided
Total Type of cash benefit
Income Group benefits to workers in private industry
Year ,l“’ -
rom "
short-term Under public | Biok
sickness nder public laws save
Percent | Individual for gov-
Amount ? | “5r1oes’ | insurancs vo{.';",‘:::y ernment
Total ali’ckn 633 Pﬂg&t:ly Publl‘cols Sick leave | smployees
written 0]
insurance !| yiopnees | sfokness
insurance 4] funds#

84,068 $787 16 8 8141 8187 $9 857 $187 $256
4,424 846 191 180 306 145 n 62 182 300
4,708 939 196 153 471 177 54 a3 177 315
5,473 1,180 21.0 157 603 281 113 61 168 390
5,814 1,301 22 4 17 871 254 128 78 214 483
6,144 1,410 22.9 209 719 258 140 91 231 482
6,004 1,473 242 2%0 743 207 132 103 241 500
6,546 1,818 24 7 250 820 807 188 109 268 545
7,081 1,800 256 278 931 373 181 114 208 591
7,363 1,083 268 a7 1,018 338 178 127 3 627
7,458 2,084 27.9 353 1,035 b 104 184 141 338 696
7,724 2,230 289 390 1,115 411 190 164 351 728
8,585 2,422 283 393 1,208 442 106 172 392 827
8,680 2,587 20 6 426 1,231 24 201 108 410 000
9,622 2,788 287 419 1,341 464 204 212 4681 998

10,178 2,984 203 447 1,427 472 198 244 513 1,110

10,248 3,086 30.1 484 1,465 817 191 264 492 1,187

11,278 3,331 29.5 483 1,578 560 198 2689 583 1,269

12,208 3,617 206 518 1,709 621 208 273 608 1,308

12,838 8,864 3.1 527 1,804 628 222 288 0669 l..ﬂa

14,528 4,801 31.8 600 2,213 851 282 320 780 1,769

18,227 5,020 30 635 2,508 940 281 374 918 1,877

16,741 8,701 348 094 2,804 1,136 307 411 1,040 2,204

,041 5,070 35,0 731 2,938 1,142 310 411 1,072 2,304

19,383 6,637 .2 785 8,232 1,229 320 412 1,283 2,619

20,928 7,242 34.6 918 3,508 1,853 364 452 1,387 2,707

non-work-connected

1 8hort-term sickness refers to short-term or tempo
8t 6 months of long-

disabiifty ﬁla.stln not more than 6 months) and the
term disabllity. Data for 80 8tates and the District of Columbia.

? Beginning 1973, includes benefits for the sixth month of disability payable
under 1!:hle old-age, survivors, and disability insurance program, not shown
separately.

Group accident and sickness {nsurance and self-insurance privately
written on a voluntary basis Includes a small hut undetermined amount of
group disability insurance paid to government workers and to self-employed
persons through farm, trade, or professional associations.

partial wage-replacement benefits and do not
cover the first few days of an illness. On the
other hand, the wage-replacement rate for sick-
ness insurance would be higher than indicated
here if account could be taken of the fact that
such benefits are not subject to Federal income

14

¢ Privately written group sickness insurance and self-insurance provided
under private é)lnm estabiished in compliance with State tempo
bility laws in California, New Jersey, and New York. Comparable data for
Hawali not avallable,

¢ Btate-operated funds in Rhode Island, California, and New Jersey; the
State Insurance Fund and the special fund for the disabled unem% yod

3

in New York; and the cash sickness provisions of the Raflroad Unem-
ployment Insurance Act.
¢ Prelimiunary data, .

tax. Another major factor in the difference be-
tween the replacement rates for government and
private industry workers is the higher proportion
of government workers with protection (more
than 9 out of 10, compared with less than 6 out
of 10 among private industry workers in 1973).
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