Employee-Benefit Plans, 1973

Some slackening in the growth rate of employee-
benefit plans providing income-maintenance and
health expense benefits was apparent n 1973,
despite continuing inflationary pressures. Group
health insurance plans in particular showed mod-
erate rates of increase in contributions and benefits,
as the health industry continued to be fully subject
to the economic stabilization program during the
year. This year’s review includes some preliminary
data on the distribution of these health plans by
size of company, industry, type of worker, method
of financing, and collective bargaining status.

FOR EMPLOYEE-BENEFIT plans in 1973 a
basic fact stands out—growth rates were lower
despite continuing inflationary pressures. Con-
tributions for employee-benefit plans rose by only
10.8 percent from 1972 to 1973. This growth rate
was not only the smallest since 1967, but was
also much lower than the growth in wages and
salaries during the year. The annual cost to
employers and employees of financing voluntary
health, welfare, and pension plans reached $50
billion in 1973. Benefit payments, like contribu-
tions, showed a less sharp growth rate in 1973,
compared with recent years, but still totaled
$36.0 billion.

An “employee-benefit plan,” as defined here, is
any type of plan sponsored or initiated uni-
laterally or jointly by employers or employees
and providing benefits that stem from the em-
ployment relationship and that are not under-
written or paid directly by government (Federal,
State, or local). In general, the intent is to include
plans that provide in an orderly predetermined
fashion for (1) income maintenance during
periods when regular earnings are cut off because
of death, accident, sickness, retirement, or un-
employment and (2) benefits to meet medical
expenses associated with illness or injury.

Government employees who are covered by
plans underwritten by nongovernment organiza-

* Division of Retirement and Survivor Studies, Office
of Research and Statistics. The data were prepared with
the assistance of Andrea Novotny.
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tions are included in the series, whether or not
the government unit contributes (as an employer)
to the financing of the program. Specifically in-
cluded here are plans providing government
civilian employees with group life insurance;
accidental death and dismemberment insurance;
and hospital, surgical, regular medical, and major-
medical expense insurance. Retirement and sick-
leave plans for government employees, which are
financed and administered directly by govern-
ment, are excluded from the series.

OVERVIEW

Coverage Estimates

Earlier articles in this series have noted that
the estimates of employee coverage in group
health and retirement plans have been less precise
than desirable. Estimates for health insurance, for
example, are based on reports of private insurance
companies and other nongovernmental agencies.
Many of the reports include data for persons
who—because of retirement, layoff, sickness, or
job shifts—are no longer employed as wage and
salary workers. In addition, such establishment
reporting leads to an unknown amount of dupli-
cation in the coverage of group health insurance,
especially that involving working husbands and
wives.

Dual coverage is also a critical factor with
respect to private retirement plan coverage. In
recent years a growing number of employers have
installed more than one type of pension or profit-
sharing plan for some or maybe all of their
employees. Workers are frequently covered by
both an insured plan and a noninsured plan, or
by a multiemployer plan and a union-sponsored
plan. Duplicate coverage also arises from provi-
sions for separate pension plans established for
workers earning more than the social security
taxable maximum.

Another factor that inflates the usual estimates
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of coverage under retirement plans is the increas-
ing number of workers entitled to vested pensions
from a previous employer. Establishment report-
ing tends to count such workers twice if they are
currently covered by a pension plan at the same
time that they have deferred vested rights from
a previous job.

A survey of pension and health insurance cov-
erage of the labor force (conducted in April 1972)
was used to adjust pension and health insurance
coverage estimates for 1972.! Benchmarks from
this estimating procedure were in turn used for
1978 coverage estimates. (See the Sources of Data
and Definitions at the end of this article for
further details of methodology.)

Group health insurance plans continued to be
the most common type of coverage under em-
ployee-benefit plans at the end of 1973. The total
number of workers covered under such plans
(estimated at 56.0 million) was somewhat greater
than the total coverage figure under surgical
insurance, a closely related protection (table 1).
Regular in-hospital medical insurance covered

! Walter W, Kolodrubetz and Donald M. Landay, “Cov-
erage and Vesting of Full-Time Employees Under Private
Retirement Plans,” Social Security Bulletin, November
1973, and Walter W. Kolodrubetz, “Group Health Insur-
ance Coverage of Full-Time Employees, 1972,” Social
Security Bulletin, April 1974,

TaBLE 1.—Estimated number of wage and salary workers
co:_/ier?dl gl,l;édel‘ employee-benefit plans,! by type of benefit,
end o

Number of | Percent of

workers wage and

Type of benefit covered salary
(1n workers
millions) | covered?
All wage and salary workers
Life insurance and death benefits __.__..__.... 551 69 1
Accidental death and dismemberment - 43 9 55 1
Hospitalization ..___._._.__....... - 56 0 70 3
Written in complance with law . [ 3 PO,
Surgieal cmee e icnneiinceeaaaan 550 69 0
Regular medical .______.... . 53 0 66 5
Major-medical eXpenses.......coccucccnmmanennn. 260 326
‘Wage and salary workers in private industry
Temporary disability, Including formal sick

L2 Y 30 8 46 7
Written in comf)lmnce WIh 1aW el 75 11 4
Long-term disability.. ... .. . .. oooo... 107 16 2
Supplementary unemployment .........._._... 25 38
Retirement _._ . ... o 290 40

1 Plans whose benefits flow from the employment relationship and are not
underwritten or paid directly by government (Federal, State, or local).
ﬁ;xg}ﬁ?es workmen’s compensation required by statute and employer’s

ability.

1 Coverage of all public and private workers related to average number of
g{ivate and government full-time and part-time employees—79 7 million

1973, and coverage of private workers related to average number of private
full-time and part-time employees—65 9 million in 1973 (table 6 3 in Survey
of Current Business, July 1974},
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53.0 million workers, while major-medical expense
insurance protected 26.0 million workers in 1973.

Under programs not related to medical care
protection, group life insurance was the most
common type of protection at the end of 1973,
with 55.1 million workers covered. Accidental
death and dismemberment plans covering 43.9
million workers ranked next. In private industry,
temporary disability plans covered 30.8 million
workers. Private retirement plans had an esti-
mated 29.0 million workers covered.

Employee-benefit plans providing medical care
protection covered a sizable fraction of the em-
ployed civiiian labor force in 1972 (table 1).
About 7 out of 10 workers had botl: group hos-
pital and surgical insurance; more than 6 out of
10 had regular inhospital medical coverage. Major
medical plans of commercial insurers were esti-
mated to cover a third of the labor force. The
proportions of the civilian labor force with group
life insurance plans and accidental death and
dismemberment coverage were estimated at almost
70 percent and 55 percent, respectively.

In private industry, private retirement plans
were estimated to reach about 44 percent of
wage and salary workers. The proportion of
private wage and salary workers with temporary
disability protection was slightly higher—al-
most 47 percent. Long-term disability programs
now cover about 16 percent of the private labor
force.

Contributions

Employer and employee contributions to em-
ployee-benefit plans amounted to $49.7 billion in
1978 (table 2). The 10.8-percent rise was con-
siderably lower than the average rise of 14 per-
cent in the preceding 5 years.

Some of the increase in total contributions
was attributable to the continued escalation in
health insurance costs. But contributions for
group health insurance rose less rapidly in 1973
than in recent years. Nonetheless, as a result of
the 10.4-percent rise in the cost of financing health
insurance programs, the health insurance bill for
employers and employees rose by $1.9 billion to
reach almost $20 billion during 1973.

Much of the increase in total contributions



TapLe 2 —Fstimated total employer and employee contributions ! under émployee-beneﬁt plans,? by type of benefit, selected

years, 1950-73

[In millions]
Type of benefit 1950 1965 1960 1965 1970 1971 1972 1973
b 7Y PR $3,937 0 $7,861 6 | $12,5221 | $19,8020{ $34,757 2| $39,7056 4 | $44,832 8 $49,680 &
All wage and salary workers
Life insurance and death benefits$_......_..._........ 480 0 880 5 1,416 2 2,233 0 3,622 9 3,837 6 4,345 0 4,406 8
Accidental death and dismemberment 4. 18 4 43 4 70 0 116 0 224 0 229 0 272 208 0
Total health benefits.. 856 3 2,193 6 4,257 0 7,520 0 13,877 8 15,702 7 17,937 4 19,808 9
Hosplitalization 88 .._...__... 562 4 ,385 2,504 8 4,332 8 7,500 3 8,587 4 9,617 7 ,166 1
Surgical and regular medical & 293 9 769 8 1,282 2 2,109 2 3,998 3 4,489 3 5,202 7 5,801 8
Major-medical expense 7 390 476 0 1,078 0 2,310 0 2,635 0 3,217.0 3,839 0
‘Wage and salary workers in private industry
Temporary disability, including formal sick leave 3. . 502 3 854 1,170 9 1,547 0 3,002 7 3,146 1 3,683 4 3,005 8
Written in compliance WA lgW . oo oo ovoivminnnnannnn 178 238 8 258 4 417 4 442 8 488 9 544 2
Supplemental unemployment benefits _ 40 118 ¢ 118 0 130 0 140 0 155 0 160 0
Retirement 10, .o o ieiciccannaenae P, 3,840 5,490 0 8,360 0 14,000 0 16,650 0 18,540 0 21,105 0
1 Excludes dividends in group insurance these plans.

2 Plans whose benefits flow from the employment relationship and are not
underwritten or paid directly by government (Federal, State, or local)
1Exclludes workmen’s compensation required by statute, and employer’s

iability

3 Group and wholesale life insurance premiums based on data from Insti-
tute of Life Insurance and Health Insurance Assoclation of America, Group
Insurance Coverages in the United States, annual issues, and Tally, October
1974, modified to exclude group plans not related to employment, excludes

remiums for the servicemen’s group life insurance plan 8Self-insured death

enefit costs based on data for varlous trade-union, mutual benefit associ-
ation, and company-administered plans.

¢ Data from Institute of Life Insurance (see footnote 3)

8 Data from * Private Health Insurance in 1973 A Review of Coverage,
Enrollment, and Financlal Experience,” Social Security Bulletin, February
1975, modified to exclude grou&plans not related to employment

¢ Includes private hospital plans written in compliance with State tempor-
ary disability insurance law In California; separate data not available for

to employee-benefit plans resulted from the sharp
increase in employee and employer contributions
to private retirement plans. These contributions
amounted to $21.1 billion in 1973—13.8 percent
higher than the 1972 figure. This increase fol-
lowed a 1972 gain of 11.4 percent.

Although contributions to finance other types
of employee-benefit plans were significant in
absolute terms during the year 1973, the relative
growth rates over a period of time typically were
not of the same magnitude as for group health
and private retirement programs. For temporary
disability and formal paid sick-leave plans in
private industry, contributions totaled $3.9 billion,
or 9.0 percent more than in 1972. Contributions
for group life insurance and accidental death
and dismemberment programs were only 1.9 per-
cent higher in 1973 than in 1972.

When contributions to employee-benefit pro-
grams are related to aggregate wage and salary
payroll, these plans also show advances during
1973, a continuation of the long-term upward
trend. The ratio of contribution to wages and
salaries has shown a fairly moderate increase
since 1960 for most types of benefits, but it has
been expanding sharply in recent years. In 1973,
for example, contributions for health benefits
equaled 2.9 percent of all wages and salaries,
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7 Unpublished data from the Health Insurance Association of America
Represents premiums for group supplementary and comprehensive major-
medical insurance underwritten by commercial insurance carriers

8 Data from ‘‘Cash Benefits for Short-Term Sickness, 1948-72," Social
Security Bulletin, January 1974, and unpublished Soclal Security Administra-
tion estimates for 1973 Includes private plans written in compliance with
State temporary disability laws in California, New Jersey, and New York,
shown separately in next line

? Based on trade-union and Industry reports, and ‘‘Financin
mental Unemployment Benefit Plans,” Monthly Lebor Review,
1969 Excludes dismissal wage and separation allowances, except when
financed by supFlemental unemployment henefit funds covering temporary
and permanent layofls,

1o Estimated by the Soclal Security Administration Includes contribu-
tions to pay-as-you-go and deferred profit-sharing plans, plans of nonprofit
organizations, union pension plans, and rallroad plans supplementing Fed-
eral rallroad retirement program,

Supple-
ovember

compared with 2.2 percent in 1968 (table 3).
Employer-employee contributions to private re-
tirement plans rose from 3.0 percent of total
private wage and salary payroll in 1968 to 3.9
percent in 1973,

Benefits

An estimated $36.0 billion was paid out by
employee-benefit plans during 1973 (table 4). The
10.6-percent rise over 1972 expenditures was some-
what smaller than that experienced in the pre-
ceding 5 years, partly because of a slight slacken-
ing in the growth rate of benefits paid under
private retirement programs. The estimated $11.2
billion paid for retirement claims in 1973 repre-
sented a 12.2-percent increase over 1972—a sub-
stantial drop from the 16.4-percent growth rate
registered in the preceding year.

Total health benefit payments of $18.2 billion
in 1973 represented a 10.3-percent increase over
1972. This rise was about the same as the growth
rate in the preceding year. The economic stabiliza-
tion program, which continued to be fully in
effect for the health industry in 1973, was un-
doubtedly a factor here.

Life insurance and accidental death and dis-
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TasLr 3.—Contributions under employee-benefit plans,! by type of benefit in relation to wage and salary payroll, selected years,

1950-73

Yesr

Temporary
Lite Accldental Hospital- Surgleal and Major- disability, Supple-
insurance {deathand dis- izagio regular medical including mental un- | Retirement
and death |memberment n medical 2 expense loximal sgck employment
eave
Employer and employee contributions as
Employer and employee contributions as percent of all wages and ercent of wages and salaries in private
salaries 4 ndustry $

034 001 0 40 021 |aieiaiacecanan 040 |oeeeeiiceanaa. 167
44 02 02 38 002 49 002 219
54 03 96 49 18 53 05 2 47
58 03 106 54 .24 53 05 2 48
59 03 11 56 .26 54 06 25
.62 03 118 56 28 .53 06 2 85
.63 03 121 58 .30 .51 04 27
. 03 125 61 31 .54 04 289
62 03 120 .61 W31 .54 04 2,92
62 03 116 . .32 55 03 300
668 .04 124 . .65 36 .62 03 303
66 04 129 .69 38 .65 03 315
67 04 145 7 .44 70 .03 328
69 04 155 81 .51 70 03 37
.72 04 156 86 53 73 03 3n
04 152 .86 .87 72 .03 387

! Plans whose benefits flow from the employment relationship and are not
underwritten or paid directly by government (Federal, State, or local).
Excludes workmen’s compensation required by statute and employer's

liability.
able separately.
separately.

memberment benefits, which amounted to $3.4
billion, had a growth rate of around 11 percent—

4 Amounts for private and public employees related to private and govern-
ment civillan wages and salaries (3671 0 billion In 1973) from table 62 in
Survey of Current Business, July 1974, and the National Income and Product

Accounts of the United States, 1929-1965 Statistical Tables (Supplement to the
2 Data on contributions for surgical and regular medical benefits not avail- Survey of Current Business), 1966
5 Amounts for private employees related to wages and salaries in private
3 Includes contributions for long-term disability, data not available industry ($545 1 billion In 1973) from table 6 2 in source listed {n footnote 4.

substantially above the increase a year earlier.  for 1972.

Temporary disability payments to workers in pri-
vate industry (including formal paid sick leave)
amounted to $3.1 billion—a moderate rise from

TaBLE 4.—FEstimated benefits paid under employee-benefit plans,! by type of benefit, selected years, 1950-73

the amount disbursed in 1973. The 8.3-percent in-
crease, however, was much smaller than the rise

A gradual broadening of the health insurance
benefit structure has emerged in the past 15
years—especially with respect to protection for

{In millions]
Type of benefit 1950 1955 1960 1965 1970 1971 1972 1973
B X012 | RPN PR, $1,812 5 $4,070 9 $7,804 5| $13,643 7| $25,878 1| $20,077 1| $32,542 5 $35,991 1
All wage and salary workers
Life insurance and death benefits *......__...._......__ 310 0 581 5 1,017 6 1,550 0 2,435 1 2,700 8 2,899 8 3,196 3
Accidental death and dismemberment 3. 16 0 26 1 47 3 89 5 151 4 170 6 182 2 211 8
Total health benefits.... .. .ccaeeoo.o- 708 7 1,902 9 3,808 2 7,012 1 13,322 7 14,961 6 16,500 2 18,199 2
Hospitallzation 45 ___..__... 477 & 1,241 8 2,355 0 4,160 5 7,344 0 8,263 0 8,852 5 9,668 1
Surglcal and regular medical 231 2 637 1,116 2 1,847 6 3,563 7 3,859 6 4,460 7 5,136 1
Major-medicalexpense 8_ ... . .ociiiaiiaineia]iiaaeaaanns 240 427 0 1,004 0 2,415 0 2,749 0 3,187.0 3,506 0
‘Wage and salary workers in private industry
Temporary disability, including formal sick leave 7... 407 8 710 4 1,030 4. 1,310 1 2,483 9 2,624 1 2,820 4 3,054 1
Written in compliance with law. ... oo eeenren.... 196 1 197 6 307 2 310 4 328 6 364 1
Bupplemental unemployment benefits &_ 91 0 62 0 1256 0 130 0 140 ¢ 110 0
Retiremont . iieieceeieaceanaan 1,720 0 3,520 0 7,360 0 8,590 0 10,000 0 11,220 0

1 Plans whose benefits flow from the employment relationship and are not
underwritten or paid directly bfr government (Federal, State, or local).
on required by statute and employer’s

Excludes workmen’s compensat
liability

? Group and wholesale life insurance benefits based on data from Institute
of Life Insurance, Life Insurance Fact Book, 1974, modified to exclude group
plans not related to employment, excludes benefits paid under the service-
men’s group life insurance plan Self-insured death benefit costs based on
data for varfous trade-union, mutual benefit association, and company-

administered plans

3 Unpublished data from the Institute of Life Insurance

Represents benefits paid under group supplementary and comprehensive
major-medical insurance underwritten by commercial insurance carriers
7 Data from ‘*Cash Benefits for Short-Term Sickness, 1973,”" Social Secur-

ity Bulltin, March 1975 Includes private plans written in compliance with

State temporary disability insurance laws in California, New Jersey, and
New York, shown separately in next line Includes benefits under long-
term disability plans, not available separately.

¢ Based on trade-union and industry reports and *‘ Financi;

Supplemental
Unemployment Benefit Plans,” Monthly Labor Reglew,

ovember 1969

Excludes dismissal wage and separation allowances, except when financed

4 Data from *‘Private Health Insurance in 1973 A Review of Coverage, permanent layoffs

Enrollment, and Financial Experience,” Social Security Bulletin, February
1975, modified to exclude grouP plans not related to employment
al

§ Includes private hospital

ederal rallroad retirement program.

Unpublished data from Ithe Health Insurance Assoclation of America.
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from supplemental unemployment benefit funds covering temporary and

? Estimated by the Soclal Security Administration Includes benefits
pald under pay-as-you-go and deferred profit-sharing plans, plans of non-
ns written in compliance with State tempor- %roﬁt organizations, union pension plans, and railroad plans supplementing
nry disability insurance law in California



services other than hospitalization and physi-

(na.nb Services. .l.lle UulK Ul LUL(U. lledlbll pre‘ﬂur-
tures by employee-benefit plans, however, still
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JD ATLALIIUWL AVl

pa yments
physicians’ services.

This pattern is shown
health services in table 5. Benefits paid for medi-
cal services, other than hospital and physician
care, continued to expand but remained small as
a proportion (7.5 percent in 1973) of total health

insurance expenditures.

by the breakdown of

TaBLE 5.—Estinated health insurance benefit expenditures
of employee-benefit plans, by type of service, 1968 and 1973

{In millions]

1973 1968

Type of service P R P ¢
ercentage ercentage
Amount |3,stribution| ATOUE |istribution
Total health benefits.| $18,199 2 100 0 $9,414 6 100 0
Hospital care......._.... 11,033 1 60 6 5,979 5 635
Physicians’ services - 5,807 8 319 2,966 9 35
Other types of care...... 1,358 3 75 468 2 50

PRIVATE PENSION TRENDS

Contributions

Contributions to private retirement plans grew
at an excentionallv strong pace in 1973, Contri-

@y R e

butions to finance current and future benefit

P [, P [

- < £4 1
SO lllltﬂll.b uriuernr UllblUll PLULIL’DJJ.G;L g

u
lans totaled $21.1 bllllOIl—-OI‘ t en times the 1950
laval ffn]n]n R\ The charn increace of 13.8 nnw\nnf

evel The sharp increase of 13
above the 1972 contribution level contmues the
upward trend in contributions to finance private
retirement plans. The rise was somewhat higher
than that in the previous year—reflecting, in
part, the escalation in wages and salaries during
1973.

Employer contributions rose more rapidly
during 1973 than those from employees, a pattern
that has been evident in the past 10 years. It is
estimated that employers pald $19.4 billion into
private retirement plans in 1$73; employees con-
tributed only $1 7 bllhon. The employ r share of
D ra

S
) 4] 1079
va per ivio.

e avring
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Benefits and Beneficiaries

Benefits paid out by private pension plans
reached $11.2 billion in 1973. The 12.2-percent
increase was substantially lower than the average
rise of 16 percent a year in the preceding decade.
An estimated 6.1 million persons (retired workers
and survivors) were receiving benefits during

1072 _ o grawth of 104 nereant over +hae 1070
LU by W SLU YUllL V1L LV, T HUL VGLIL UYOL UG A1 &
total.
A rouch cance of imnprovements in pension
£ rougn gallge oI Hnprovemenis in penhsion

TasLe 6.—Private pension and deferred profit-sharing plans.! Estimated contributions, beneficiaries, benefit payments, and

reserves, 1950, 1955, 1960-73

Employer Employee Number of beneficiaries, Amount of benefit Reserves, book value,
contributions coniributions end of year paymenis end of year
v (in millions) (in mithons) (In thousands) (in millions}) (in billions)
ear
Non- 1 Nen- 11T Nen- 1 2 Non- Non-

Total [Insured {nsured Total |Insured iy o eq| Total |Insured| (o, 0q| Total# Insured| . 0q, Total Insured Insured
$720 | 81,030 $330 $200 $130 450 150 300 $370 $80 $200 | $121 $56 $6 5

1,100 | 2,180 560 280 280 980 200 690 850 180 670 2756 11 3 181

1,190 } 3,520 780 300 480 [ 1,780 540 | 1,240 1,720 390t 1,330 520 18 8 331

1,180 { 3,650 780 290 460 | 1,910 570 | 1,340 | 1,970 450 | 1,520 57 8 202 376

1,240 | 3,960 830 310 520 | 2,100 630 | 1,470 | 2,330 510 | 1,820 63 6 216 41 9

1,300 | 4,170 860 300 560 | 2,280 600 | 1,500 | 2,5% 5701 2,020 69 9 23 3 46 6

1,520 | 4,850 910 310 600 | 2,490 740 ] 1,750 | 2,990 640 | 2,350 777 25 2 52 4

1,770 | 5,600 990 320 670 | 2,750 790 1 1,960 | 3,520 720 | 2,800 86 5 27 3 59 2

1.850 | 6,360 | 1,040 330 710 1 3,110 8701 2,240 § 4,190 |10 | 3,380 95 5 29 3 66 2

2,010 7,040} 1,130 340 7% | 3,410 930 | 2,480 { 4,790 910 | 3,880 | 106 2 39 742

2,2401 7,700 1 1,230 340 8 3,770 { 1,010 | 2,760 | 5,530 | 1,030 | 4,500 ] 1178 348 81

2,930 | 8,490 [ 1,360 350 [ 1,010 | 4,180 | 1,070 | 3,110 | 6,450 | 1,160 | 5,290 | 1278 | 372 90 6

2,860 | 9,720 | 1,420 350 | 1,070 | 4,720 | 1,220} 3,500 | 7,360 1,330 | 6,030 | 1371 40 1 97 0

3,840 | 11,320 { 1,490 370 1,120 | 5,100 1,300 { 3,800 | 8,501 1,510 ( 7,080 { 151 4 45 0 106 4

4,200 | 12,740 | 1,600 400 | 1,200 5,550 ,350 | 4,200 | 10,000 | 1,700 | 8,300 | 167 8 50 3 117.5

5,020 | 14,370 | 1,715 45| 1,270 | 6,130 | 1,480 ] 4,650 | 11,220 § 1,910 | 9,310 | 180 2 837 126 5

1Includes pay-as-you-go, multiemployer, and union-administered plans,
those of nonprofit organizations and railroad plans supplementing the
Federal rallroad retirement program Excludes pension plans for Federal,
State, and local government employees as well a3 pension plans for the self-
employed Insured plans are underwritten by insurance companies, non-
insured pians are, in general, funded through trustees
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2 Includes refunds to employees and their survivors and lump sums paid
under deferred proﬁt‘sharmg plans
Cnat

nnnnnnn r tha a1 @
SouUree u\_uuf;ucu by the Social Security A

nished primarily by the Institute of Life Insura
Exchange Commlssmn
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levels over the long run can be derived by com-
puting average outlays—that is, by dividing
aggregate benefits by the number of beneficiaries
(see technical note). Estimates show that the
annual outlay per beneficiary averaged $1,920
in 1973 and $1,020 in 1960. When discounted for
inflation, the increase was 25 percent.

In the short run, however, inflation has had
the same adverse effects on private pension bene-
fits as on many other fixed income-maintenance
programs. In 1968 the average outlay per private
pension beneficiary was $1,540. With price in-
creases since then taken into account, the adjusted
value of this outlay in 1973 dollars was $1,967—
a higher figure than the average outlay in 1973.

Reserves

Reserves set aside for current and future bene-
fits of private pension plans rose to $180.2 billion
(book value) in 1973—a net addition of $12.4
billion to reserves during the year. The relatively
modest gain of 7.4 percent followed a gain of
10.8 percent in 1972,

In terms of market value, the assets of pension
plans dropped off radically in 1973. Noninsured
private pension funds reported assets of $132.2
billion at market value on December 81, 1973,
compared with $154.8 billion the year before. In
the past decade, decreases in market value were
reported for just two years—1966 and 1969—
and these decreases were of modest nature.

GROUP HEALTH PLANS IN PRIVATE INDUSTRY

In 1974, the Bureau of Labor Statistics con-
ducted a survey of the detailed characteristics
of current group health insurance plans in private
industry. The collection of data was made under
contract with the Social Security Administration,
Department of Health, Education, and Welfare.
The survey was based on a scientifically selected
sample* of reports and plan descriptions filed

?The Bureau of Labor Statistics analyzed a stratified
random sample of plans on file, selected on the basis of
industry and size of plan. Data for each sample plan are
weighted so that tables show estimates for all health
insurance plans filing reports.
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with the Department of Labor’s Office of Labor-
Management Reports, under the Welfare and
Pension Plans Disclosure Act.

Based on preliminary data, by the end of 1973
approximately 52,000 plans providing health in-
surance coverage for 28.4 million workers were
on file. The preliminary tabulations exclude plans
with fewer than 26 participants and plans of
nonprofit organizations, State, local, and Federal
government—all of which are included in the .
Social Security Administration estimates of total
health insurance coverage previously described.

This preliminary analysis focuses on the overall
view of the health insurance structure for workers
in private industry. The analysis shows wide di-
versity in financing and health insurance coverage
arrangements. This diversity has been influenced
by a number of factors, including the extent of
collective bargaining, the spread of multiemployer
plan arrangements, the financial ability and in-
terest of an individual firm or industry, and labor-
market forces, etc.

The typical group health insurance plan in
private industry is small—85 percent of the plans
had more than 25 participants but fewer than
500. These plans cover only 17 percent of all
workers (table 7). Three-fourths of the coverage
was in plans covering 1,000 or more workers.
A third of the total coverage was in large plans—
10,000 or more participants in each—with a com-
bined coverage of almost 10 million workers.

TasLe 7.—Group health insurance plans in private industry,
by size of plans, 1974

[Preliminary data]
Percentage distribution
Size of plan
(number of workers covered)

Plans Workers 1
Total NuMber... e ccccacarnccccanans 51,600 28,375,000
Total pereent. ..o oiiaiiiaiiaaaa. 100 100
25butlessthan 100_ . ... .. ... oooooio... 54 5
100499 .ot aneas 31 12
500-999......._. . 7 8
1,0004,999 e acaeaaaaa ke 26
5,000-9,999____ ... eaiaaoe. 1 14
10,000-24,999._ 1 14
25,000-49,999__ (’g ]
50,000-99,999_____ @ 3
100,000 or more. . ™ 10

1'Workers in 1973
? Less than 0 § percent

About one-fourth of the plans, covering 55
percent of the workers, were mentioned in collec-
tive bargaining agreements between management
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TasLe 8.—Selected characteristics of group health insurance
plans in private industry, 1974

{Preliminary data]
Percentage distribution
Characteristic
Plans ‘Workers !
ANl PlanS. .o e caicicmaec s 100 100
Type of employer unit
Single empPlOYer..eeee e ceeearamecaeacaeann 91 72
Multiemployer. . ... ccococoaureiaccnncannn 9 27
Collective bargaining status
In agreement 24 55
Not in agreement__ 74 44
Not determinable__.. 2 1
Type of worker covered: ;
alaried and production. ... . ..._....__ 28 30
Production only. ... oo ooiiiiiiiiiaiaa. 14 29
Salarfed only...... - 1 14
TNot dettlemirimble._.. .................... 48 28
pe of financing
IAPIOYEE e e eaemvacacccceczcnnn . 47 63
Jointly by employer and employee. - 33 25
EmMpPloyes. cuc.cerennccacacmcanaan .- 3 1
Not determinable. . ..ccoemunmmoneiamnnnnas 18 1

1 Workers In 1973,

and unions (table 8). Variations in the impact
of collective bargaining, the spread of multi-
employer plans, and other underlying factors in
the development of group employee-benefit health
insurance plans have resulted in concentrations
of coverage in certain industries.

The concentration of coverage in mass produc-
tion industries, as shown by this study, can be
attributed in large measure to the spread of
health insurance coverage to unionized workers
in both single and multiemployer plans begin-
ning as early as 1945. More than 50 percent of all
workers in the group health plans were in manu-
facturing industries (table 9). An estimated 9
out of 10 full-time workers in manufacturing
industries (almost 60 percent in collectively bar-
gained plans) have group health coverage.® Simi-
larly, in the communications and public utilities
industry, coverage is almost universal. In con-
trast, significantly smaller proportions of em-
ployed workers in retail trade and services are
in such plans.

The bulk of the plans studied here—more than
90 percent, with almost three-fourths of the
coverage—were single-employer plans established
either through collective bargaining or unilat-
erally by the employer (table 8). The growth
and development of negotiated multiemployer
group health insurance plans, however, has re-
sulted in heavy concentrations of health insurance

3Walter W. Kolodrubetz, “Group Health Insurance

Coverage of Full-Time Employees, 1972,” Social Security
Bulletin, April 1974,

28

coverage in certain industries. Although only
about a tenth of all plans were collectively bar-
gained multiemployer plans, they included about
a fourth of all workers with coverage. In mining,
transportation, wholesale and retail trade, and
services, about 40 percent of the covered workers
were in collectively bargained multiemployer
plans. Of the workers with health coverage in
the construction industry, more than 90 percent
were in such plans. Within manufacturing, con-
centrations of such plans were found in the
apparel and food products industries.

More than two-thirds of the workers in group
health plans for which financing information was
determinable were in plans financed by the em-
ployer only (table 8). Most of the remaining
covered workers were in contributory plans re-
quiring that a portion of the costs be borne by
employees. A few union-operated plans are
financed in full by the workers.

There is a close relationship between collective
bargaining influence in both multiemployer and
single employer plans and full employer financ-
ing of health benefits. Most collectively bargained
multiemployer plans are noncontributory and
financed by specified employer contributions to
a central fund. As a result, in industries such
as construction and mining, where these plans
predominate, full employer financing of benefits
is most common. Similarly, in mass production
manufacturing, where collectively bargained,
single-employer plans are prevalent, full employer
financing is also common. In industries where the
influence of collective bargaining is more limited,
on the other hand, there are significant propor-
tions of workers in jointly financed plans.

TaBLE 9 —Group health insurance plans in private industry,
by major industry group, 1974

[Preliminary data)
Percentage distribution
Industry

Plans ‘Workers !
ALl PlanS oo eiciaicrecanciaccnaae 100 100
Mining.....ccuee - 1 1
Construction.... .- 4 7
Manufacturing. . PR, 45 53
Transportation. (... .o o iiaiiiaol - 4 6
Communications and public utilities. .- 2 6
‘Wholesale and retail trade............ 20 12
Finance, insurance, and real estate.... 7 7
211 T TN 14 [}
(07417 N 4 3

! Workers in 1973.
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Preliminary data indicate that the number of
persons in health plans limited to salaried groups
is small and accounts for less than 15 percent of
health insurance coverage. A separate plan for
other employees is usually made available by the
employer or through collective bargaining. About
30 percent of the workers were in plans limited
to production or hourly workers. An additional
30 percent of the workers were included in plans
covering both salaried and production workers.
For the remaining group, type of employee
coverage was unknown.

SOURCES OF DATA AND DEFINITIONS

Estimates of coverage under life insurance,
death, and accidental death and dismemberment
plans are based, for the most part, on group and
wholesale life insurance data from the Institute
of Life Insurance, modified to exclude workers
in plans not associated with employment. Ex-
cluded is servicemen’s group life insurance issued
to cover members of the Armed Forces.

Estimates on private health insurance coverage
of workers are based on data compiled by the
Blue Cross Association, the National Association
of Blue Shield Plans, and the Health Insurance
Association of America. These data are adjusted
to exclude workers not actively employed, ac-
cording to a special survey of group health in-
surance coverage of employed workers conducted
in April 1972.

Coverage estimates for temporary and long-
term disability are based on data from the Insti-
tute of Life Insurance and the Health Insurance
Association of America, adjusted to exclude credit
accident and health insurance. These estimates
include private plans written in compliance with
State temporary disability insurance laws in
California, Hawaii, New Jersey, and New York.

Supplemental unemployment benefit coverage
estimates are based on trade union and industry
reports and exclude dismissal-wage and separa-
tion allowances, except when such payments are
financed by supplemental unemployment benefit
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funds covering temporary and permanent layoffs.

Private retirement plan coverage is estimated
by the Social Security Administration from data
furnished primarily by the Institute of Life In-
surance and the Securities and Exchange Com-
mission. The estimate includes pay-as-you-go and
deferred profit-sharing plans, plans of nonprofit
organizations, union pension plans, and railroad
plans supplementing the Federal railroad retire-
ment program. These data have been adjusted to
exclude workers not actively employed, workers
with dual coverage, and workers with vested
rights, on the basis of benchmark data from
a special survey of pension coverage of employed
workers conducted in April 1972.

The estimates of contributions and benefits in
the employee-benefit plan series are based for
the most part on reports by private insurance
companies and other nongovernment agencies.

Contributions under insured pension plans are
on a net basis, with dividends and refunds de-
ducted. Contributions under noninsured plans
are, for the most part, on a gross basis, and
refunds appear as benefit payments. For pay-as-
you-go (unfunded) plans, contributions have been
assumed to equal benefit payments.

The number of beneficiaries under pension plans
relates to those receiving periodic payments at
the end of the year and thus excludes those who
received lump sums during the year. The amounts
shown for retirement benefits under noninsured
plans do include (1) refunds of employee con-
tributions to individuals who withdraw from the
plans before retirement and before accumulating
vested deferred rights, (2) payment of the unpaid
amount of employee contributions to survivors
of pensioners who die before they receive in re-
tirement benefits an amount equal to their con-
tributions, and (3) lump-sum payments made
under deferred profit-sharing plans. Because the
source of the data from which the estimates have
been developed does not permit distinction be-
tween these lump-sum benefits and the amounts
representing monthly retirement benefits, precise
data on average monthly or annual retirement
benefit amounts cannot be derived.
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