Cash Benefits for Short-Term Sickness, 1948-74

In 1974, tncome 10ss due to short-term non-work-
related disadbilitres totaled $217 billion, and work-
erg recewved cash benefits of 79 biullion to replace
such losses The aggregate rale of wmcome replace-
ment has increased slouly over the years to the
pownt where it now accounts for 36 percent of lost
earmngs

Much of the hwstorical statistics published in
thie article has been revised to conform with new
wage and employment dala compiled by the De-
partment of Commerce, changed in statistics on
prwate {nsurance worker covergge arailable from
the Heallth Insurance Association of America, end
remsed self-insurance benefits and premiume esthr-
mated by the Socal Secunity Admwmstration

~

CASH BENEFITS for short-term nonoccupa-
tional disability m 1974 amounted to $7 9 billion,
or 9 6 percent more than the total for the previous
year The rise was reflected m all of the sick-pay
components—individual msurance policies, group
coverage under publicly operated cash sickness
funds, private group cash sickness msurance and
self-insurance, and sick leave—but was most pro-
nounced under private group insurance plans

The $20 bilhon paid through private group
msurance 1ncluded private 1insurance allowed
under compulsory temporary disability msurance
programs and voluntary self-mnsurance This
amount was almost $290 million, or 16 6 percent,
above the 1973 level Self-insurance payments mn
the voluntary sector totaled $78 million for the
year—a figure almost triple what 1t would have
been had major statistical revisions not been made
this year but still the smallest component among
the various types of benefits discussed here
Payments under individual insurance policies
amounted to $851 0 million, and the publicly op-
erated compulsory temporary disability msurance
programs accounted for $4853 mlhon of the
total

Sick-leave payments totaled $4 3 billion 1n 1974
and represented the major share of all benefits
recelved For many workers, sick leave 15 a full
replacement benefit but sickness insurance plans

* Division of Retirement and Surviver Studies, Office
of Research and Statistics
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replace only part of 1ncome loss The sick-leave
payments for government workers rose by only
4 8 percent during the year (to $2 8 billion) com-
pared with a 9 8-percent rise (to $15 billion)
recorded for sick-leave pay to workers m private
industry

The amount of meome lost due to sickness 1n
1974 rose at a more moderate rate (32 percent)
than benefits Contrbuting factors were a declin-
mg sickness index (from 101 to 97) and a com-
paratively stable labor force covered by sickness
benefit plans Because benefits rose more quickly
than income loss, the benefit-loss ratios devaloped
1 thig analysis showed an ncrease In particular,
the large ncrease in private nsurance benefits
helped boost the benefit-loss ratio for private
mdustry workers m areas outstde jurisdictions
with mandatory temporary disability msurance
from 22 1 percent 1n 1973 to 24 3 percent 1n 1974

The estimated number of workers under formal
plans providing cash benefits for short-term dis-
ability 1n 1974 was 494 million, or about two-
thirds of all those in wage and salary employ-
ment As has been the case for a number of years,
however, less than half of the private industry
workers 1 States without temporary disability
msurance laws were under voluntary sick-leave
or sickness msurance plans

MEASURING INCOME LOSS

Concepts

The estimates of income loss used 1 this series
are destgned to reflect the loss of current earnings
during the first 6 months of a nonoccupational
illness or injury, mcluding mcome lost during the
first 6 months of a long-term digability The term
mcome loss, as used 1n this article, refers to the
value of potential as well as actual mcome It
mncludes, for example, earnings that would have
been lost had they not been replaced under a
sick-leave plan that continues wages and salares
during periods of 1llness or under another type
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of arrangement Payments under such plans are
counted as benefits that offset the worker’s poten-
tial wage loss

Employmng this concept, the Social Security
Administration has estimated that wage and
salary workers in private industry lose an aver-
age of 70 workdays a year, Federal Government
workers lose 8 0 days, State and loeal government
employees, 75 days, and the self-employed, 70
days These averages have been modified annually,
starting with 1959, to reflect trends in morhdity
rates as reported by the Health Interview Survey
of the Public Health Service The averages in this
series have been higher than those derived from
the Health Interview Survey The main reasons
were that the survey excludes the noninstitution-
alized population and the work loss experienced
by mdividuals no longer currently employed *

In this article, as 1n a couple of earlier reports
in the sertes, Health Interview Survey data for
several years are presented for comparison As
table 1 shows, the average number of days lost
from work m 1974, as reported by the Health
Interview Survey, was 50 for private industry
workers, 5 1 for Federal employees, 52 for State
and local government employees, and 4 3 for the
self-employed During the period 1968-74, how-
ever, the Public Health Service has reported no
consistent patterns of change by sex or class of
worker

Other data from the Health Interview Survey
showing patterns of work-loss days have been
published 2 A higher number of work-loss days
annually per employed person has been noted
for older workers than for younger ones, for
workers 1n families with lower family income
than for those with higher family income, for
women than for men, and for blacks than fou
whites These differences often reflect a varety
of characteristics and underlymg causes Women
have higher work-loss rates than men overall, for
example, but, among those aged 45 and older, the
experience of women 1s similar to that of men
The effect of child-bearing 13 no doubt reflected

'¥or a discussion of factors responsible for the ¢if-
ferences in the two series, see Daniel N Price, “Cash
Benefits for Short-Term Sickness, 1948-72, Socwal Secu-
rity Bulletsn, January 1974

* See Mary H Wilder and Allce N Pearson, Disability
Days, United States, 1971, U8 Department of Health,
Education, and Welfare, Public Health Service, June
1974
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m the higher average work loss shown for women
under age 45 Similarly, the difference 1n averages
by race 1s probably much mfluenced by the higher
prevalence of work-loss days associated with low
famly income, which 1s more commonly found
among blacks than whites

Each year the Social Security Administration
derives a rate of mickness from the data on
average work-loss days for all currently employed
workers {table 1) and other Health Interview
Survey statistics used as trend indicators Ex-
pressed as an index with 1958 as the base of
100, the rate for 1974 has been computed as 97
As the followmg figures show, this 15 the second
consecutive yearly decline

1970 ——————— e —— - 105
1971 — - - -~ 10
1972 S — [ 105
1973 e - - JE— {1 |
1974 _ S - - 7

A recent estimate of all the costs of 1llness® put
the 1972 mncome loss attributable to the sickness
of currently employed workers at $176 billion
That figure daffers conceptually from the $19 6
billion estimate in the revised series presented
here, the former amount 15 lower because 1t
excludes income loss for the first 6 months of
disablity for individuals no longer in the labor
force Still, the degree of closeness between the
two estimates 13 notable since they were com-
puted by using considerably different approaches
The Cooper-Rice estimate involves applicatron
of average earnings by age and sex to estimated
work-loss years for those groups, but the ap-
proach followed 1n this article 1s to measure work-
loss and average earnings by using data on 1n-
dustry and class of worker

Trends

Short-term sickness resulted mn an estimated n-
come loss of about $21 7 billion 1n 1974 (table 2)
The lost earnings of wage and salary workers
continued to account for more than 90 percent of
the total, as has generally been the case since
1970 The loss suffered by the self-employed, 9

*Barbara 8§ Cooper and Dorothy I* Rice, “The Eco-
nomic Cost of Illness Revisited,” Social Security Bullefin,
February 1976



TasLe 1 —Number of work-loss days per person for cur-
rently employed workers aged 17 and over, by type of
employment and sgex, 1968-74

Btate
P‘}'vivate Federal and Belt-

Perlod Total ! age Govern- local
and ment govern- employed

salary ment

Total
1068 ... . 54 54 63 54 50
1960 . 52 52 66 51 46
1970 - 54 568 81 45 61
1971 . 51 52 53 58 38
1072 ... 53 54 75 50 44
1973 . 54 53 57 62 52
1074 - 40 50 51 52 43
Men
1068 - 52 51 64 53 51
1869 Y52 52 59 51 49
1970 51 51 51 45 55
1971 - 49 51 48 51 37
1072 .. - 572 52 76 &0 45
1973 52 50 53 61 51
1914 . . 48 48 53 [ i} 42
‘Women

1068 . - 59 60 78 56 43
1p69 .. . 52 52 81 52 3T
1970 - 59 63 82 46 35
1971 - 55 55 61 58 49
1972 . . 55 57 73 49 42
73 58 58 a6 63 54
1974 - 51 53 48 49 L]

“

1 Ineludes nonpaid workers
gource Natlonal Center for Health Statistles Public Health Service,
unpublished data fvom the Health Interview Study

percent of the total m 1974, covered a larger
ghare in earlier years—as high as 21 percent m
1948

The 1974 loss from short-term sickness was
above the level of income loss 1n 1973 by only
3 2 percent The two previous annual increases m
mcome loss were much greater 76 percent in
1973 and 14 0 percent 1n 1972

The modest increage 1 1974 was attributable
primarily to a constderable reduction 1 morbidity
that year as will as to the slowmg of growth n
employment among wage and salary workers that
accompanied the economic downturn In 1974,
full-time equivalent civilian employment reported
by the Department of Commerce rose to shightly
less than 74 million workers—only 15 percent
above the 1973 total This growth compares with
inereases of 4 5 percent for 1973 and 3 1 percent
for 1972

Another factor influencing growth of income
loss due to sickness 1s the wage level Average
annual full-time crvilian earnmgs have risen by
67 percent each year since 1967 In 1974, average
annual earnings went up by 7 6 percent to $10,010

24

The effect of this somewhat greater-than-average
rise 1n earnings on the estimated mcome loss was
offset, hownever, by the small rise 1n employment
and the drop m morbidity experience

PROTECTION AGAINST INCOME LOSS

Coverage

Protection agamst loss of earnings 1n perrods
of nonoccupational disability 15 provided m a
number of ways For wage and salary workers i
private industry, the most common method 1s
through group or ndividual insurance policies
sold by msurance companies that pay cash
amounts during specified periods of disability
Employers may also self-insure, providing either
cash benefits or paid sick leave Some unions,
union-management trust funds, fraternal societses,
and mutual benefit associations glso pay cash
disability benefits These methods are not mutu-
ally exclusive Employers often use a paid-sick-
leave plan to supplement benefits under msurance
plans, and workers may, as mdividhals, purchase
msurance policies to supplement the protection
provided through their jobs

This privately insured protection may be ob-
tamed through voluntary action by the employer
or the employee, or—as in California, Hawan,
New Jersey, New York, and Puerto Rico—1t may
come about as the result of a law requiring com-
pulsory temporary disability insurance Some of
the protection required by law m these jurisdiec-
tions (except Hawai) may be provided by pub-
licly operated funds Tlnder the other two com-
pulsory programs—that of Rhode Island and the
Federal program for railread employees—all the
mandatory protection comes from publicly oper-
ated funds, though private plans may supplement
the government-paid benefits

Excluded here 1s protection afforded by group-
credit aceident nsurance* and by informal sick
leave or other informal employment-related plans
Group-credit accident policies are not provided
as part of an employment relationship, nor are
they 1ssued primarily for the benefit of the n-

¢ Thig type of lngurance {8 lssned through a lender or
lending agency to cover pavment of & loan or install-
ment purchase if the Insured becomes disabled
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Taipie 2 —Estimated income-loss from nonoccupational
short-term sickness,! by type of employment, 1948-74 *

{In millions]
Wage and sslary workers
In private In public ¢
employment ? employment (Self-em
Year Total ployed
per~

? |Covered by Stat sons *

temporary ate

Total | disability | Other ¥ g.:‘li. and
insurance local
laws ¢

10:8... .. $4 582 | $3,632 $301 1 $2 800 [ $174 | $288 $550
910 . 4 445 | 3 802 483 | 2,644 1 285 813
1950 . . 4 815 3921 7121 2 703 201 305 805
1951 _. 6,404 | 4 495 1,059 1 2,843 259 334 699
1952... .| 56,8341 4 832 11321 3,040 201 369 1,002
1053_.. 6163 | 5,199 1213] 3 205 290 401 964
1954... 6 L4 5162 1,2121 3,233 280 437 952
W55 - 6,665 | 5,574 1 3,508 297 470 491
1956... TO052] 6036 1,430 3 T4 313 518 1017
1957... .| 7,386 | 6,336 1,5121 3,831 323 570 1,080
1058, .. 7477 | 6,371 15071 3 88% 152 828 1106
1950... 7,749 | 6680 1,580 1 4 090 356 6854 1 069
1980.. . 8591 ) 7462 1,773 1 4,528 403 760 1129
1961... . 8,684 | 7 527 70| 4,524 420 8t3 1137
1962 . 9,653 | B,428 1683 % & 051 467 925 1,227
1963 _. 10213 | 8956 2,084 5 359 804 { 1 000 1257
1964 . 10,206 ] 9 065 5,435 508 | 14039 123
1965 .. 11,333 | 94671 22441 6017 648 | 1,182 1 362
1966 . 12 268 | 10 833 2 408 § 553 597 1,275 1,435
1967 . 12 844 | 11,407 2,520 | 4,928 838 1312 1437
1068 14 620 | 13 087 2BE2| T 904 733 1578 1,553
1969 . 15 315 | 13 756 3,025 | 8334 765 ] 1631 1 460
197¢ 16,759 | 15 203 32611 9,147 883 ] 1912 1 598
1971 17,164 | 15,558 3273 #321 05 [ 2,059 1,596
mwe . 19 555 | 17 689 8,653 | 10,649 | 1,009 | 2 378 1,866
1073 . - | 21 045 | 18 843 3797 | 11,517 | 1,036 ] 2533 2 162
1974... 21,723 | 19,797 4001 | 12,056 | 1,084 2,657 1,028

1 8hort term or temporary non work connected disability (lasting not
more than 6 months} and the flrst 6 months of long term disability

t Beginning 1060, data include Aleska and Hawall Beginning 1859, data
adjusted to refleet changes In sickness experfence (average number of disa
bility days}, as reported in the Health Interview Survey of the Public
Health Bervice

# Annual payrells of wage and salary workers in private employment,
muliiplied by 7 (estimated average workdays lost per year due to short-
term sickness) and divided by 255 (estimated workdays in year). Data for
1948-74 from unpublished advance tables in Benehmark Revision of National
Income and Product Accounts (Department of Commerce)

+ Total annual payrolls of wage and salary workers In industries covered
by temporary disability insurance laws in Rhode Island, California, New
Jerssy, and New York and in the railroad Industry, multiplied by 7 and di
vided by 255

5 Difference hetween total loss for allwage warkers in private employment
and for those covered by temporary disabllity insurance laws

8 Federal civillan payroils in the United States from U 8 Civil Service
Commission, multiphed 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 8tate and local government employ-
ees from Department of Commerce data (ses footnote 3), multiplied by est1
mated average workdays lost per year due to short term sickness (for 19/8-
66, 75 days for 1967 7 25 days, for 1968, 72 days and for 1969 to date, 70
days) and divided by 255 (estimated workdays in year)

¢ Annual farm and nonfarm propretors income from Department of Com
merce data (see footnote 3) maltiplied by 7 (estimated income loss days per
year d1;a to short term sickness) and divided by 300 (estimated workdays
in year

sured Informal sick-leave protection 1s also ex-
cluded, since such arrangements for contmuation
of pay at the discretion of the employer are
rarely specified publicly 1n advance It 1s there-
fore difficult to estimate either the number of
workers who could actually receive payments of
this nature when they are sick or the magmtude
of such benefits

The extent of cash-benefit protection for short-
term disability has been stable for some time
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Less than two-thirds (494 million) of the 772
milhon wage and salary workers in private -
dustry and government employment were covered
under some formal cash sickness plan at the end
of 1974 About 84 millhon of those protected in
that year were covered under insurance plans
that generally provided partial wage replacement
after a waiting period of 3-5 days This estimate
mcludes those protected through mandatory as
well as voluntary coverage and funded self-
msured plans as well as commercial nsurance
The remaining group with mcome protection dur-
g sickness 1s the almost 16 milhon workers 1n
government and private mdustry whose primary
benefits are through a sick-leave or wage con-
tmuation program ®

A much higher proportion of public than pri-
vate workers 1s protected under sick-pay plans
When government workers are excluded, as m
table 8, an estimated 369 mllion workers, or
Just short of three-fifths of all those employed
in private industry, are covered The total number
of workers under formal programs and the cov-
erage rate went down shghtly from 1973, in part
because of the declining economy durmg that
period

Voluntary protection —Table 3 shows the num-
ber of workers with income-maintenance protec-
tion aganst short-term sickness with revisions
back to 1962 The revisions are attributable pr-
marily to two sets of changes in the voluntary
sector

First. in hne with continming efforts by the
Social Security Admimistration te mmprove its
estimates, new ficures have been compiled on
the number of workers with cash-sickness benefits
under self-insured plans m private mndnstry With
1972 data from the Department of Labor files
on welfare plans and unpublished nformation
from admimistrative agencies on the statutory
temmorary disability insurance programs, the
number of workers under private self-msured
plans i 1972 was revised upward to 27 million,
from 11 million An estimated 1 7 million work-
ers (excluding those protected under mandatory
programs) had coverage in the voluntary sector

*For a discussion of the differing c(haracteristics of
the two major forms of protectlon, see Danlel N Price,
“Ineome-Loss Protection Against Illness, 1948-67," Social
Security Bulletin, January 1969
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TABLE 3———Degree of income-loss protection against short-
term sickness for all employed wage and salary workers 1n

rivate industry and for those not under temporary disa-
Elhty nsurance laws, selected years 1954-74

‘With protection
Total number
December (In thousands)'|  wypper Percent
(in thousands}? of total
All wage and salary workers

1954 e e e . 43 000 25 600 595
1966 . . . 46 000 27,700 60 2
1958 - 45 900 26 900 58 8
10 - 47 00O 28,200 80 0
1962 . 48 900 20 8OO 80 9
1964 - - 51,200 25 700 56 1
1966 - 54,800 30 700 56 0
1968 | - - - 56 800 33 500 59 0
70 - = . 58 000 35 300 60 9
1971 - 58,900 35 80O 60 8
1972 - - 61 400 36,500 50 4
93 . . - - 63 800 38,200 59 9
1974 .. .- - 62 800 36,800 58 8

Wage and ralary workers not under temporary

disability insurance laws

1954 - 31,400 15 000 478
1956 . - — 34 200 16 460 48 0
1958 - . 33 600 16 000 47 6
1960 . - 34 300 16 80O 49 0
1962 . a e 35 17 400 48 5
196§ . - - 38 100 16 006 42 0
1966 _ _ - 41,000 17 000 41 6
1968 - 42,600 19 300 45 3
070 . 43 300 20,600 78
7l . . .. 44 300 21,200 47 9
7 . - 46 500 21 B0C 46 5
1973 _ - - . 47 700 22,100 40 3
074 L - . 47 700 21,800 457

1 Number in private industry For areas not under temrporary disability
fnsurance laws, total excludes raflroad workers and 1s adjusted by ratio of
private industry employees on nonagricultural payrolls in the States with
temporary disabllity insurance laws to all such empleyees Data from
Bureau of Labor Statistics, Employment and Earnings and Monthly Report
on the Labor Force Beginning with 1968, data net strictly comparable with
that for earlier years Labor force information for 19¢8 and thereafter ex
cludes those aged 14-15 and includes certain workers previously classified as
self-employed

1 Estimated number of private-industry workers {1} with group aceldent
and sickness insursnce (except group eredit insurance} (2) under paid
sick-leave plans (3) under union and mutual association plang, and (4) under
Btate-operated temporary disability insurance funds Beginning with 1964,
group accident snd sickness insurance coverage has been adjusted to ex
clude those with long term henefit policies that usually do not provide short
term benefits Estimates of private protection based on data from Health
Insnrance Association of America and from State administrative agencies

Revised estimates tymg mto the last benchmark
were also compiled back to 1962 (See the techni-
cal note, page 33, for the derivation of the new
coverage figures )

The second factor affecting the data m table 3
was the revision of coverage statistics on com-
mercial group msurance plans The Health Insur-
ance Association of America (HIAA) provided
revised imnformation for the years 1963-73, raismg
the previous figures for some years but lowering
them for other years

The net result of these improved estimates was
an mcrease 1 the number of workers protected
i private mndustry for each year starting with
1962, along with corresponding mmprovements 1n

the coverage rates, which rose from less than 1
percentage pomnt 1n 1962 to 3 percentage points
m 1972 In 1974, 21 8 million workers, or almost
46 percent of those employed by private industry
m nontemporary disability insurance areas were
covered under sick-leave or mnsurance plans The
difference between the 46-percent rate of cover-
age m the voluntary sector and the 59-percent
rate for private industry as a whole reflects the
nearly universal coverage of private employees
in Jurisdictions with temporary disability msur-
ance

Public programs —In California, Hawan, New
Jersey, New York, Puerto Rico, and Rhode Is-
land, coverage 1s provided through a compulsory
State temporary disability msurance law In the
rallroad mdustry, workers are protected under a
Federal act More than four-fifths of the em-
ployees 1n the five States and Puerto Rico and
all railroad workers are protected agamnst wage
loss by these laws The protection provided, like
that under the unemployment nsurance laws mn
these States, 15 extended mainly to employees 1n
mdustrial and commercial firms California,
Hawan, and Puerto Rico also cover hired farm
workers Domestic workers and employees of
governments and nonprofit organizations are gen-
erally not covered

Many of those not protected by statutory pro-
grams m these jurisdictions, however, have dis-
ability insurance or sick leave provided by their
employers Most State and local government
workers and many employees of nonprofit firms
are covered under such mcome-maintenance pro-
grams In all, 15 milhon—or more than 9 out of
10 of all wage and salary workers 1n these States
—are elizible for some form of mcome mainte-
nance when they are 11

PREMIUMS AND BENEFITS

Except for benefits paid through compulsory
temporary disability msurance programs and mn
the form of Federal employee sick leave, most
of the payment figures from 1962 onward have
been revised The changed coverage estimates for
self-insurance and voluntary private commercial
msurance discussed above gave rise to correspond-
ing changes n benefits and contributions In addi-
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tion, private and State and local government
sick-leave estunates were affected by revisions 1n
earnings and employment data for 1948-73 re-
sulting from the periodic review by the De-
partment of Commerce of 1ts National Income
Accounts

Private Insurance

Table 4 presents data on the insurance protec-
tion provided through private arrangements with
nongovernmental agencies The table shows sep-
arately the dollar amounts of private nsurance

TasrLE 4 —Premiums and benefit payments for private insurance against income loss, 1948-74 1

[In millions]

Under voluntary provisicns Under public provisicns
Year Total G 4 s
roup | Individual elf Group Belf
Total insurance ¥ [ insurance ¥| fnsurance ? Total insurance ! | insurance +
Premiums
1048 _ - - - $558 9 $545 8 $162 2 $350 0 $33 6 5131 $12 7 $0 4
149 .. .. - . - - - . 603 & 564 8 177 8 355 Q 320 38 8 319 69
1950 _ . - . - - . - 685 3 600 4 225 6 360 0 238 %9 68 8 178
1951 .. . . 804 7 660 9 268 4 366 0 25 5 143 8 102 0 40 9
1852 . . - - . 874 0 718 2 286 2 405 4 26 6 155 8 112 8 43 0
18563 cae - e . 10280 839 5§ 321 6 494 § 232 186 5 138 2 50 3
less . . - - - - . - 10741 896 0 340 1 534 2 217 178 1 129 8 48 3
1955 - . I, PR, 1,133 9 855 1 386 2 547 8 211 178 8 128 3 50 5
1966_. . [, - e . 1,206 3 1,029 2 418 3 591 2 19 7 1771 128 & 48 &
1957 e e e = - .- 1 346 8 1,120 7 453 7 654 4 21 6 217 2 157 @ 59 3
1958 . . . 14179 1,185 6 440 6 714 8 21 4 232 3 167 8 84 5
1950 .. . - e - - e . - - 1,526 4 1263 8 484 1 787 8 217 232 8 166 1 66 7
1060 . . - - - - 1,561 9 1,323 1 514 8 783 0 233 238 8 168 2 70 6
1941 - - - - - - - - 1,830 & 1,375 2 516 ¢ 835 9 233 255 3 1791 82
1962 . - . . - - - 1695 9 1,440 5 5&6 @ 856 & 271 256 4 179 6 758
1963 - . - . . 17043 1,459 9 660 0 870 0 299 244 4 181 0 83 ¢
1964 __ _ . . . . PR 1,825 1 1,687 1 620 8 833 0 333 238 0 153 2 84 8
1965 - - - e e - 1,940 9 1,682 5 T 9 933 1 38 5 258 4 163 0 95 4
1966 - “ e a. 2163 9 1873 8 810 6 1018 5 44 7 280 1 175 & 10§ 2
1967 - - - - - . 22658 1,855 2 833 1 1,048 6 53 5 310 & 194 3 116 3
1968 - - . - 27277 2385 7 11318 1,198 0 55 9 342 0 209 2 132 8
19680 _ . - 3076 % 2,677 3 1304 6 1,304 5 68 2 399 4 243 @ 155 6
1670 __ - - . . 3 308 6 28012 15127 12997 B8 417 4 240 @ 167 8
1971 . - - . - . 3 583 7 3 140 9 1,597 3 1,454 2 89 4 442 8 2 5 180 3
1972 - - 30187 3,419 4 18538 1,450 0 106 & 499 3 279 2 220 1
1973 . - P 4240 8 3,718 & 1§42 0 16710 105 8 522 2 286 0 236 2
1074 . .. . - - 46181 41010 2,119 4 1,87M1 0 110 8 5171 270 8 246 5
Benefit payments

1948 . - - . $286 8 8277 &5 $116 0 3141 0 $21 5 $9 3 00 $0 3
1949 - - . 220 294 9 124 7 160 0 20 2 271 22 3 i 8
1050 . - . - . 383 8 3205 161 3 153 ¢ 15 2 54 8 417 126
1951 .. . . . 500 8 387 5 212 4 157 ¢ 181 113 3 Bl1 322
1952 . - - 559 1 431 3 234 6 177 0 197 127 8§ 92 5 35 3
1053 - - - . 606 2 466 5 2410 209 0 16 5 139 7 102 0 377
1954 - . . - 629 1 497 1 251 8 230 0 153 1320 96 2 35 8
1955 - - - - - . 692 4 55T 2 202 0 250 0 152 135 2 67 0 38 2
1956 _ - - e e - - - - 802 5 651 3 357 3 278 0 16 0 151 2 100 7 41 5
1957 .. . - - - . e e = 874 4 896 3 323 307 2 16 8 178 1 120 5 48 6
1958 . . - - - 909 1 725 4 355 9 353 4 16 1 183 7 132 7 810
1959 R e e e . .. - 980 1 800 & 394 2 389 6 168 180 & 135 2 64 3
1960 - - - - 10312 835 1 424 1 32 8 18 2 106 1 138 1 580
1961 . . - - 1,061 6 860 2 406 8 425 9 17 5 201 4 141 3 801
1962 . . - - 1,080 2 884 9 445 8 418 5 20 8 204 3 143 7 80 6
1983 . PO . - 11226 924 ¢4 454 2 447 2 230 108 2 137 8 67 8
1964 - .- - - 1,199 6 1008 2 408 9 483 9 254 191 4 123 2 88 2
1965 _ | . - . . - 1,249 7 1,052 1 541 5 482 6 27 9 197 6 124 8 728
1966 - - - 1,356 1 1,147 7 603 2 512 9 31 8 208 4 130 9 775
1967 - - - - 13967 1,174 8 810 5 527 4 36 4 222 4 139 1 a3
1868 . - - . . - 1,732 8 1,481 1 832 9 60g 1 391 251 7 154 0 o7 7
1069 .. . - - - 18321 16000 919 9 635 4 15 0 281 2 171 7 109 5
1970 Foe . . . - 2149 8 1,862 4 1,113 6 603 7 55 1 307 2 183 7 123 5
1971 - - 2,210 9 1,909 5 11191 730 9 69 & 310 4 181 0 126 4
1972 .- e - - 2,386 4 2057 9 1,219 3 7720 66 6 328 & 183 7 144 8
1973 R . 2,530 8 21778 1,314 4 785 0 67 9 853 5 163 6 150 8
1974 | . - - - e - = 2875 4 2493 8 156538 8510 778 381 86 109 7 181 ¢

1 Beginning 1960, data include Alaska and Hawail

1 Data on premiums earned and losses incurred by commercial companles
{including fraternal) as provided by the Health Insurance Association of
Amerjca for the United Btates, by type of insurance benefits adjusted to
fnclude aceidental death and dismemberment provisions in individual

llcles that insure agalnst income loss t¢ offset understatement arising
B'?nn the omission of current short-term income Joss insurance in sutomobile,
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regident liability, life, and other policies For 1056-74, dividends deducted
from earnsd premiums (2-3 peteent for group 1 percent for individual)

¥ Company and union mansagement trust fun:

trade-union, and mutusal

benefit association plans Excludes unfunded plans included in table 6
4 Company union, and gnion management plana ynder California, New

Jersey, and New York laws, whetber or not funded
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written under voluntary arrangements and that
written mn compliance with State temporary dis-
ability msurance laws in California, New Jersey,
and New York DBenefits through self-mmsurance
plans are also presented In States without com-
pulsory laws, however, benefits paid through self-
msured, employer-administered plans that are
unfunded are considered separately in table 6
(along with sick leave) and are excluded from
table 4

More than $46 billion was paid m premiums
for cash sickness insurance 1n 1974 This amount
represented a 9-percent rise from 1973, similar
to the 8-9 percent annual increase of the past
several years It should be noted that the 1973
data for voluntary msurance are somewhat lower
than those previously recorded for the year, due
to refinements 1 premums and benefits reported
by the HIAA for 1973, as well as for 1972
Premmums under voluntary provisions rose more
than 10 percent 1 contrast to the shght declhine
from 1973 to 1974 1n premums paid through the
public programs

Benefits paid through private insurance in 1974,
totaling $2 9 billion, were up 136 percent from
the corresponding amount a year earlier This
rate was at least double the annual growth in
the previous 3 years, and was well above the
growth 1n premium mcome Thus, 1n spite of a
lower rate of sickness 1n 1974, inflation of wages
and/or 1mproved benefit scales pushed benefit
payments up at an accelerated pace

Premiums and benefits under self-insured plans
were higher for all the years 1962-73 than they
were before revision Total benefits paid for 1973
under self-insured plans outside jurisdictions with
mandatory temporary disability surance pro-
grams were, for example, previously calculated
at $26 4 mllion The revised benefit payment for
1973 15 now shown m table 4 at $679 mllion
The technical note (page 83) describes the sources
and the procedures followed to produce these
new data

Temporary Disability Insurance Benefits

Benefits paid for temporary disability under
statutory programs i four States—Cahformia,
New Jersey, New York, and Rhode Island—and
the Federal statutory program for railroad em-
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TanrE 5 —Cash benefits under temporary disabilit¥ nsur-
ance laws provided through private plans and , through
publicly operated funds, 1948-74 1

[In miltions]
Type of insurance arrangement
Year Total Private plans !

Publiely

operated

Group Relf funds +

insurance | insurance *

1948 ___ . e $66 4 $90 $0 3 857 1
140 . _ | - 89 2 223 43 621
1850 - - — 117 4 41 7 126 631
851, _, . 174 2 811 a2 2 6 8
192 . . 202 3 825 853 75
1858 . . . .. . 230 2 162 0 T %0 5
1954, . - .- 251 96 2 35 8 103 1
1955 ... . . . _ 244 6 g7 0 38 2 109 4
1656 . _ . . ... 265 0 169 7 41 & 113 8
W67, . .- - 305 & 129 5 48 8 127 2
1858 . . 3251 132 7 510 141 4
1959 - 353 2 135 2 54 3 183 7
960 . . . e . 386 2 138 1 58 0 1721
1961 .. . ... . 306 6 1413 801 195 2
1e62 __ | . - 416 3 143 7 80 6§ 212 0
1863 | - - 442 2 130 8 67 8 213 ¢
19651 . R - 455 8 123 2 68 2 204 4
1985 _ [ 468 7 124 8 728 268 1
166 .. | . - 481 @ 130 9 778 73 2
1967 _. . - 8§07 1 138 1 833 87
1068..., . - - 571 9 154 0 07 % 820 2
1069 ... . . . _ . 654 9 171 7 108 5 a7
e . . . . . 7178 183 7 123 5 410 8
b3+ D . 721 3 184 0 126 4 410 4
1972 e . - 0 & 183 7 144 8 412 0
1973... . .. . 709 3 193 6 169 9 445 9
1 S 866 8 196 7 181 9 185 3

! Programs under the Railroad Unemployment Insurance Act and the
laws of Rhode Island, California, New Jersey (beginning 1949), and New
York {(heginning 1950) Data for Hawali not avallable Excludes benefits in
Puerto Rico (86 6 miltlon in 1974) for congistency with wage loss data in table
1and elsowhere Exeludes hospital benefits in Callfornia and hospltal, surgl-
cal, and medical benefits in New York

1 Under the laws of Callfornia, New Jersey, and New York

! Employers may self insure by ¢bserving certaln stipulations of the law
Includes some union plans whose provisions come under the law

4 Includes State-operated plans in Rhode Island, California, and New Jer
sey, the Btate Insurance Fund and the special fund for the digabled unem-
ployed In New York, and the rajlroad program

ployees totaled $867 mullion in 1974 (table 5)®
The 8 5-percent mcrease in temporary disability
msurance benefits between 1973 and 1974 was due
largely to the growth of payments by public
carriers and by private self-insurers Among the
three benefit components shown 1 table 5, self-
msurers can be seen to have mereased their share
of the total over the years (from 15 percent to
21 percent in the period 1964-T4) while private
commercial msurance payments have declined
(from 27 percent to 23 percent in the same span)
and the publicly operated funds have continued
to account for about the same share (56 percent
m 1974, compared with 58 percent in 1964)

The share of national wage loss represented by
the jurisdictions with temporary disability m-

*Data for Hawail were not available and data for
Puerto Rico were excluded in order to ensure consistency
with work-loss statistics appearing elsewhere In this
article
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surance laws (adjusted to exclude the loss pro-
tected by sick leave) has declmed slightly over
the years from a lgh of 28 percent n the early
1960°s to 26 percent 1n 1974 The benefit relation-
ship, however, has been far more variable, de-
pending on changes n statutory coverage and
benefit provisions and on the effects (in areas
without such laws) of economic fluctuations on
growth mn voluntary msurance coverage Benefits
paid under the temporary disability msurance
laws accounted for as much as 46 percent of in-
surance benefit payments for short-term sickness
nationally 1n 1963, but the proportion has fallen
irregularly since then to the 1974 level of 35
percent

State legislative activity relating to disability
msurance laws was moderate 1n 1974, as 1t had
been previously Probably the most significant
changes aflecting aggregate benefits paid were
the mcreases 1 maximum weekly amounts that
became effective during 1974 from $75 to $95 n
New York and from $105 to $119 in California
The latter State also raised its taxable wage base
(to $9,000), as did New Jersey (to $4,800, eflec-
trve m 1975) In January 1976, New Jersey joined
Hawan 1n providing for automatic increases m
the taxable wage base under its temporary dis-
ability insurance program

Paid Sick Leave

Sick-leave payments m 1974 totaled $4 3 billion,
64 percent above the 1973 level (table 6) The
growth 1n such payments continued to be greater
In private industry (98 percent} than i govern-
ment (48 percent), as had also been true durmg
the previous 2 years Patterns have been changing
mn the two sectors From 1950-60, total sick leave
rose 162 percent in Federal and State and local
government and 122 percent m private ndustry,
from 1960-70, such payments increased by 167
percent m both sectors, and since 1970, private
industry sick-leave pay has gone up 41 percent,
while government benefits have risen 29 percent

The major difference between the private and
government sectors in the growth of sick-leave
benefit payments occurred between 1950 and 1952,
when government sick-leave pay rose 44 percent
while private mndustry benefits rose 21 percent
This pattern reflected, among other factors, an
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accelerated growth m Federal employment dur-
g the period associated with the Korean Con-
flict Since then, however, the growth of State
and local government sick leave has been much
greater than that for Federal workers, a reflection
of fast-growing employment and improved sick-
leave provisions m the former sector

In terms of the total amount paid, sick-leave
plans 1n the public sector continue to domimate
this type of income-loss protectron against short-
term disability Practically all Federal workers
are entitled to sick leave, and 1t has been esti-
mated that 90 percent of all full-time State and
local government employees have this protection
In 1974, 65 percent of all sick-leave benefits was
accounted for by government workers

Income-loss protection provided entirely
through sick leave (that 1s, exclusive sick leave)
totaled $3 5 billion m 1974 and covered about 75
percent of the wage-loss mcurred (table 7) Ex-
clusive sick leave 1s more prevalent among gov-
ernment workers than among those 1n private
mdustry Though government workers accounted
for only about two-thirds of all paid sick leave
in 1974, four-fifths of the total paid out mn exelu-
sive sick-leave benefits went to these workers The
difference 18 attributable to the fact that most
government workers are covered by exclusive sick-
leave programs Among workers in industry and
commerce, however, paid sick leave as a supple-
ment to other forms of group disability protection
13 more common On the basis of the Bureau
of Labor Statistics (BLS) labor-market studies
for selected communities, 1t 15 estimated that 60
percent of those private employees covered by
pard sick-leave plans in 1974 were also covered
on their jobs by other sick-pay programs

Summary of Protection N

'

Total sickness benefits paid by group and in-
dividual msurance, self-msurance, and sick-leave
plans reached almost $7 9 nlhion 1n 1974 (table 8)
The high rate of inflation reflected 1n wage 1n-
creases was largely responsible for the 9 6-percent
growth 1n benefit payments from the 1973 amount
This rate of growth was somewhat higher than
that recorded generally 1n the series—a rate ex-
ceeded, for example, m just 8 of the last 10 years
The ncrease m 1974 was as little as 4 8 percent

3
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TasLe 6 —Estimated value of formal paid sick leave 1n private industry and in Federsl, State, and local government employ-

ment, 1948-74 1 -

[In milligns}
' ‘Workers in private industry 2 CGovernment workers
Not Covered
Year Total lzovered by . by 1 5 q
eINporary | temporary tate an
Total | Gisability | disability | Totel | Fedemals | By 1%
fnsurance | insurance
laws laws ¢
1948 - . - et e $418 $158 $146 812 $259 $148 $111
1949 .. o - .- emea - - . e 464 164 149 16 300 173 127
1850 . .. . - — - 495 180 156 24 316 172 143
1951 .. . . ... .- e . R - 591 ‘201 188 35 390 221 169
1952 - - - .- 670 218 181 37 453 154 199
1953 - e e aa . . . - ——— 716 235 196 a8 82 262 220
1954 .. . - - - 745 245 206 40 500 252 248
18556 . . - - - e e aa. 818 273 228 45 845 269 176
1956_.. - - - - - - - - 839 209 248 80 591 il
957... .. - e e meme e = - 956 330 205 55 827 200 337
1958 .. . — - - e eee aas eoa - 1,043 348 290 &7 696 315 381
18959 . -~ - - . 1082 359 301 58 724 315 408
weo . . . . . . e w = e . - 1226 400 334 T 66 826 348 478
W6l... . . .. . - - - - . . - 1314 420 352 68 B 376 518
1962 __ . - . . . - - - 1475 472 394 79 1 003 414 689
1983 .. - . - - .. 1 631 526 439 &7 1 105 450 8565
w64, . . L. . - . . . . 1 637 805 424 1 1133 445 677
g6 _ __ . - - - - - - - 1 830 866 475 81 1,264 488 70
1966, ... . -e . e eee- - . - 2,00 819 519 100 1 389 523 866
1967, . - .- - es e e - 221 680 &72 109 1 531 569 902
1968 - - - - - - 2 570 803 678 128 1767 843 1124
1968 - - o - . e - - 2,805 830 786 144 1 874 668 1,208
1870 N - - 3 28 1 066 903 163 2 202 786 1,418
1871, . . P - - - - - 3,408 1,087 931 165 2,311 Bl14 1 497
1672 .. . . . . 3 908 1 200 1,004 196 2 818 868 1720
1973 _ . P ce e e - - 4 081 1 360 1,168 200 2,712 485 1 827
1974 . - . . - . 4,344 1 503 1,285 218 2 441 ["E 1,935

! Beginning 1960, data include Alaska and Hawail Beginning 1959, data
adjusted to reflect changes in sickness experience (average number of disa
biiity days), ms reported in the Health Interview Survey of the Public
Hoalth Bervice

1 Sum of estimated walue of formal paid sick leave for employees with (1)
slck leave but no other group protection and (2) sick-leave supplemental to
group insurance or other forms of group %rotectmn. including publicly
operated funds Under each category, number of employees was adapted
from Health Tnsurance Council, Annrel Survey of Accldent and Health
Coverage in the United States, 1943-54, after reducing estimates of exclusive
sick leave coverage In early years by a third to ailow for exciusion of informal
gick leave plans and conversion of exclusive protection to supplemental
gmtection under temporary disability insurance laws Later year estimates

ased on nationwide projection of formal pald sick leave coverage reported
for plant and office workers in the community wage surveys of the Buresu
of Labor Btatistics Assumes that workers in private industry recelve an
average of 4 days of pald sick leave a year, excluding other pretection, and
3 2 days when they have other group protection Daily wages obtained by
dividing average annital earnings per full time private employee as reported
in table 6 7 In The National Income and Product Accounts of the United States,
1928-T4, Statsstical Tubles (to be published), and in the annual Sureey of

for government sick-leave payments and as high
as 166 percent for payments under private m-
surance and self-msurance Each of the forms of
cash sickness payments rose at a faster rate than
1t had 1n the previous year

Table 8 also highhights the fact that sick leave
accounts for the major part of all short-term
disability benefits In 1974, government and pri-
vate sick leave combined paid 55 percent of all
such benefits, 1f only the benefits under group
protection are taken into account, the share for
government and private sick leave 13 62 percent
This benefit pattern exists even though the large
majority of workers are protected for cash sick-

20

Current Businesr National Income Issue {Department of Commerce), by
225 (estimated workdays in a year)

¥ Assumes that some workers entitled to cash benefits under temporary
disability Insurance laws have sick teave in addition to their benefits under
the laws, but only to the extent needed to bring up to 80 percent the re-
placement of their potential wage loss

4 Based on studies showing that Federal emﬁﬂoyees use paid sick leave of
7 7days on the average for nonoceypational sickness equivalent to 3 percent
of payroll Payroll data derived by multiplying number of paid civilian
full time employees In all branches of the Federal Government in the United
Btates, by their mean earnings, as reported in Pa&Strucmn of the Federal
Cipil Service, Annual Report (U 8 Clvil Bervice Commission) Practically
all full time employees are covered by paid sick leave protection

¥ Assumes that number of State and local government employees covered
by formalsick leave plans has increased gradually from 65 percent of the total
number employed full time in 1948 to 90 percent in 197i, and that workers
covered by such plans received an the average pald sick leave ranging from
5 2daysin 19 8 to 61 in 1974 Number of full time employees from Pubhe
Employment, Annual Reports (Bureau of the Census) Daily wagesobtained
by dividing average annual earnings per full time State and local employee
as reperted in Department of Commerce data (see footnote 2), by 255 (estl
mated workdays in 8 year)

ness benefits by insurance plans rather than by
sick leave, because sick leave 1s generally a full-
wage-replacement benefit The share of all sick-
ness benefits provided by each type of protection
has been rather stable over the past 26 years,
except for the dechme mn payments under mdi-
vidual mnsurance policies from almost 19 percent
of the total m 1948 to 11 percent i 1974

MEASURING THE EXTENT OF PROTECTION

Examining benefits m relation to the income
loss they replace offers a useful way of evaluating
the effectiveness of programs providing cash bene-
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TapLe 7 —FEstimated value of formal paid sick leave m
relation to income loss due to short-term sckness among
\Iw;)oiéce;i covered by exclusive formal sich-leave plans,l

[Amounts in millians]

Value Ratio
ofsitk  |{percent) of
Year Income loss|leave under| sick leave
exclusive | to income

plans loss
19:8 . $560 $378 66 4
1919 605 417 68 9
1950 _ - - 439 434 47 9
1651 . 726 509 70 1
1952 - - 808 578 716
1953 - - 850 614 722
1851 . N 878 836 72 4
1955 - 958 691 72 4
1958 - 1 030 T8 72 6
1957 . 1,113 80 722
1958 1211 g79 28
1958 1,213 010 750
1950 1 394 1,038 s
1951 - 1495 1,124 52
1952 - - 1 867 1 254 752
1953 . v 181 1 485 752
1961 . - 185 101 7% 9
1608 - 2 057 1,586 1
19066 2 252 1711 76 0
1867 - . 2 463 1 882 76 4
1068 ... 2 816 2178 785
1969 3 c42 2,320 r 76 3
1970 3 40 2 693 772
1971 . 3,625 2 812 e
1972 . 4,227 320 707
1973 . 4 482 3 376 75 7
1974 - - - - 4 682 8 530 75 4

¥ Bick leave plans that do not supplement any other form of group protec
tlon, including publicly operated plans

fits durmg sickness Tables 9 through 11 provide
data with which to measure this relationship

Overall, compensation was received for an esti-
mated 36 2 percent of the 1974 income loss from
short-term  sickness~the highest ratio ever
achieved 1n the series One factor that may ac-
count for the rise of more than 2 percentage
poiwnts over the 1973 figure (34 1 percent) was the
economic decline that cost many workers their
jobs Typically, norkers with low seniority or
in marginal jobs, and hence with fewer fringe
benefits like accident and sickness msurance or
sick leave, are the most likely to be laid off when
unemployment first begins to rise -

The 17-percent replacement rate for 1948 given
m table 9 has more than doubled over the years—
a rise traceable to the establishment of manda-
tory benefit programs 1n 1949 and 1950, new plans
for groups of workers i private and government
employment, and improvements 1 benefit levels
The #13 9-bilhon income loss not protected 1n
1974 should be recognized as including the earn-
ings of workers not covered under any mecome-
replacement plan as well as earnings lost during

TarLe 8 —Benefits provided as protection against income loss, summary data, 1948-74

i

[In millions])

Group benefits provided as protection against wage and salary loss
Benefits ‘Warkers in private employment
provided
Year Totalt through
fndividual Totatl Private cash | Publicly
insurance oa ‘ 3ickness operated Blek leave for
, Total lnsurance eash Bick leave | government
and self sickness employees
insurance 1 funds

1948 - - - $701 4 $141 0 $620 4 $361 3 $145 8 $57 1 $158 4 $£250 1
1949 . 882 150 0 698 2 398 3 172 0 621 164 2 200 9
£950 . g1l 8 154 @ 788 8 473 7 230 8 a3 1 179 8 315 1
1951 _ . . 1,152 9 157 0 995 @ 605 8 343 8 60 9 201 1 380 1
16852 . 1303 9 177 0 1,120 9 6711 382 1 745 217 5 452 8
1953 14127 2000 1208 7 722 4 397 2 8 5 2L T 481 3
1954 . 1,477 6 230 0 12478 LT3 309 1 103 1 251 500 3
1985 _ - - - - 16196 250 0 1,369 6 825 9 442 4 109 4 273 1 544 7
1956 . 18067 278 0 18277 936 9 521 & 113 8 208 6 590 8
1957 . . 1 957 & 307 2 1850 7 102t 3 667 2 127 2 426 9 626 4
1968 _ - — - 2093 2 353 4 17398 1043 6 555 7 141 4 316 4 69_6 3
1958 _ - - 2,236 3 389 6 1867 1,122 9 600 5 163 7 358 7 723 8
1960 _ 2,420 8 362 8 2036 8 1,210 6 638 4 172 1 406 1 826 2
1961 - . 2 560 7 425 9 21348 121190 625 7 195 2 420 1 893 8
1962 . 2776 8 418 5 23578 1,355 0 670 7 212 0 472 3 10028
1963 _. 2857 3 447 2 2 550 1 1444 9 675 4 2i3 9 525 ¢ 11052
1964 .- 31018 483 0 2,617 4 1,484 B 715 7 204 4 501 7 11326
1965 . . .- 3 34% 0 {82 6 2 866 4 16023 T6T 1 260 1 566 1 12611
1966 2836 8 512 9 3123 8 17351 843 2 273 2 618 7 1383 8
1967 . e 3,802 6 527 4 3,365 2 1,834 4 869 3 283 7 £80 4 15808
1668 - - 4622 9 609 1 4,013 8 2,216 9 1,123 7 320 2 803 0 1,766 @
1989 - “ - 5,060 8 635 4 4,425 2 255807 12467 373 7 00 8 1,874 5
14570 - 5 8:8 0 693 7 5151 3 2952 5 1475 9 410 6 10680 22018
1971 . . - - 6,038 5 730 9 5 307 6 2898 7T 1,480 ¢ 410 9 10098 23109
72 - 6 706 4 7720 5934 4 33165 1614 4 412 0 1,290 1 28179
1973 - . . 7167 § 795 0 6,372 8 3 550 o 1,735 8 445 @ 1385 2 2719
D! L S T80 851 0 7.004 0 4,012 6 2,021 4 485 3 15629 2,811 4

1 Beginning 1973, includes benefits for the sixth month of disability payable
under the old age, survivors, and disabihty insurance program (not shown
separately)
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1 Includes 8 small but undsterminsd ameunt of group disability Insurance
benefits paid to government workers and to self-employed persons through
farm, trade, or professional assoclations
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TasLE 9 —Extent of protection agammst income Joss, 1948-74

[Amounts in millions)

Income loss and protection
Inlcome Nu}t cost
058 of pro
Year Income Protection | Protection not vlé)ing
loss 1 pro a8 percent i protected | insurance ¢
vided 23 of loss
1948 - $4,582 $761 18 6 $3,821 277
1649 4,445 848 191 3 597 287
1980 _ . 4818 942 19 8 3,874 307
1981, . . 5 494 1,153 210 4,341 31
1952 . & 834 1 304 22 4 4 530 322
1953 P 6,163 1413 29 4 750 428
1854 . 6114 1,478 242 4 638 453
1955 6 565 1,620 2479 4 915 450
1956 7 062 1,806 25 8 5,248 413
1957 . . 7,386 1 958 26 & 5 428 482
1958 ... . 7,477 2 093 280 § 384 519
1959 _ _ . 7 749 2 234 289 5 513 548
1969 - 8 501 2,430 28 3 €,161 542
1961 - §, 664 2 561 20 A 6 103 5§92
1962 . 9 653 2776 28 8 8 877 621
1963 10 213 2,007 203 7,218 597
1064 _ 10 298 3101 30 1 7,195 642
1965 . 11 333 3 349 20 8 7 981 708
1966 . - 12 268 3,637 296 8,631 R15
1967 12,844 3,803 303 8,951 887
1968 . 14 820 4 623 3l 6 8 697 1014
1969 15 315 5,061 330 10,254 1214
1970 . 16 799 5 818 348 10 951 1,160
1971 17 154 6 038 35 2 11 116 1,386
1972 19 555 6,708 43 12 849 1 556
1973 21 045 7 168 31 13,877 1734
1974 _ - 21,723 T 855 36 2 13 868 1 768
1 From table 1

1 Total benefits, including sick leave (from table 8)”

! Beglnning 1973, includes benefits for the sixth month of disability under
the old age, survivors, and disability insurante program

¢ Includes retention costs (for contingency resetves, taxes, gommissions,
aoquisition, claims settlement, and underwriting gains} of private insurance
companles (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 available

warting periods and after benefits are used up and
the difference between wages and weekly benefits
under plans providing partial replacement
Table 9 also indicates the net cost of providing
short-term sickness benefits through insurance,
exclusive of the costs of admmistering sick-leave
plans, for which data are not available Under
commercial nsurance and self-imsurance, these
costs—$1 8 bilhon m 1974—represent manly the
difference between 1msurance premiums and bene-
fit payments and are made up of selling and
administrative expenses, premium taxes, additions
to reserves, and underwriting gains and profits
Benefit-income loss ratios can be examined with
respect to benefits provided through the job to
wage and salary workers by excluding self-
employment income on the earnings-loss side, and
payments from mdividual msurance policies on
the benefit side Of the $198 billion wage and
salary loss mncurred by workers i 1974, 35 4 per-
cent was replaced by group sickness msurance
{or self-insurance) or sick leave Begmnmg m
1970, thie ratio has been at least one-third, but
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1t remans to be seen whether the recent economic
downturn has had any long-term effect on the
high benefit-loss replacement rate reached 1n 1974

The wage-replacement ratio 1s much higher for
all wage and salary workers than for those m
private industry (230 percent) because the
former includes government workers’ sick-leave
payments, which replace income at a much higher
proportion than nsurance benefits

To analyze the effectiveness of mmsurance bene-
fits 1n making up for income lost during short-
term 1llnesses, sick leave can be excluded and
allowance made for that part of the income loss
nol normally considered msurable and compens-
able under prevailling msurance practices The
relationship of benefits to such hypothetical levels
of compensable-income loss offers a means of
judging the extent to which insurance pohicies are
achieving their goals (table 11)

Under the typical insurance plan, there 1s an
mitial waiting period (except for mjury or hos-
pitalization cases, ordinarily) before benefits are
payable, and the benefit level 15 set below the
worker’s full wage These limitations are designed
to prevent malingering, they may also allow more
substantial payments for long-term 1llnesses by
not msuring the indispositions of shortest dura-
tion In addition, establishment of benefit levels
below a worker’s wage takes into account the fact
that msurance benefits, unlike wages, are not
subject to Federal mcome tax The alternative
warting periods shown here and the two-thirds
level of weekly wage replacement are in line with
provisions of some of the more progressive plans
how 1n operation

In table 11, the total income loss 18 reduced for
(1) a 3-day uncompensated waiting period, which
requires a 30-percent reduction, and (2) a 7-day
uncompensated warting period, calling for a 45-
percent reduction The potentially insurable in-
come loss 18 further reduced by one-third to allow
for the portion of the loss that 1s not indemnified
after the waiting period It 1s assumed that two-
thirds of wages are to be replaced

Benefits payable under exclusive sick-leave pro-
grams and the income loss associtated with such
programs (shown 1n table 7} are excluded from
table 11 Sick-leave benefits under plans that
generally supplement nsurance benefits are also
excluded since the wage loss generally protected
by this sick leave (that 1s, the first 83-7 days)
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TasLE 10 —Group protection provided in relation to wage and salary loss, 1948-74

[Amounts in millions]

‘Wage and salary wotkers In private industry
All wage and salary workers c B
'overed by temporary Not covered by temporary
Total disability insurance laws disability insurance laws
Year Protectlon Protection Protection Protaectlon
provided provided provided provided
Income Income Income Income
loss Percent loss Percent loss Percent loss Percent
Amount of Amount of Amount of Amount of
income income income ount | yneome
loss loss loss loss
1948 $3 632 $620 171 $3,199 $301 11 3 $391 $79 202 $2 809 $282 16 ¢
1949 3,602 608 19 4 3127 398 127 483 105 217 2 644 204 111
1950 3,921 789 201 3,415 474 13 ¢ 712 141 19 8 2703 333 123
1951 4 195 996 222 3 002 666 15 5 1059 209 19 7 2 Bi3 397 140
1952 - 4,832 1127 23 3 4 172 874 16 2 1132 239 211 3 040 440 M3
1953 5 199 1,204 232 4 508 722 16 0 1213 269 222 3 295 453 137
195¢ 5,162 1218 212 4 H5 T 16 8 1212 276 228 3 243 471 14 6
1955 5,574 1370 2t 6 4,807 825 17 2 1,209 290 223 3 508 535 153
1958 - § 035 1528 253 5,204 947 130 1 440 316 221 374 621 16 5
1957 . . - 6 336 1,851 26 1 5,443 1924 18 8 1812 360 23 8 3,831 664 16 ¢
1958 6 371 1740 273 5 391 1 044 19 4 1 507 382 25 3 3,881 662 70
1959 . 6 680 1,817 278 5 870 1,123 198 1 580 411 26 0 4 Go0 712 17 4
1960 . 7 462 2037 73 6 299 1,211 192 1,773 425 2t 5 4 528 778 171
1951 - 7,527 2 135 28 4 6,291 1211 197 1770 465 26 3 4 52t T7h 17 2
1962 8 428 2 358 B O T 034 1 355 18 3 1983 495 250 5 051 860 17 0
1963 . 8 956 2 550 28 5 7,443 1,445 19 4 2,081 529 254 5 359 g18 171
1964 9,065 23 617 229 ,520 1 485 14 7 2 085 637 25 8 5 435 gi8 17 4
1985 g 971 2,866 287 8 261 1 602 19 4 2244 558 2t 9 6 017 1 044 17 4
1956 - 10 B33 3 12¢ 28 8 8 951 1,735 19 4 2, 108 581 2t 1 8 553 1,154 i7 6
1967 - - 11,407 3 365 29 4 9,457 1,834 19 4 2,529 616 21 4 6 928 1,218 17 6
1968 13,087 4 014 307 10,758 2 297 209 2,852 699 215 7 901 1,548 15 @
1969 - 13 755 4 425 322 11 359 2 551 225 3 025 704 26 4 8 334 1 752 2040
1970 . 15 203 5,154 33 9 13 408 2 953 238 3 261 880 27 0 9 147 2 074 27
1971 - 15 558 5 308 341 12 501 2 997 23 8 3273 887 271 9 321 2 110 226
1972 . - 17 688 5,034 335 14 302 3317 25 2 3 653 947 25 6 10 8489 2,580 22 3
1973 - 18 883 6,373 37 15,314 3 851 232 3797 1 000 25 4 11,517 2 851 221
1974 - - 19 787 7,004 35 4 16,056 4 013 250 4 001 1,085 21 2,055 2 928 213

18 also excluded The remammg income loss 1s
not excluded since such sick-leave provisions do
not give any appreciable protection aganst the
portion of the loss resulting from sickness that
18 considered insurable under prevalling provi-
S101S

Under the type of plan with a 3-day waiting
pertod that provides a two-thirds replacement of
mcome loss, the $35 billion paid by surance
benefits 1 1974 would have protected about 44
percent of the aggregate loss incurred The degree
of partial income replacement by insurance n-
creased noticeably from 1973 to 1974—from al-
most 3 percentage pomnts to § 5 percentage points,
according to the level of income loss compared
These ncreases followed the pattern already
noted for other benefit replacement ratios

For all of the various groups of workers and
types of benefits provided, 1t can be concluded
that cash payments for short-term sickness rose
substantially m 1974, m large part because of
inflationary pressures on wage levels The income-
loss level, on the other hand, went up somewhat
less, reflecting lower sickness rates durmng the
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year Benefit-income loss ratios showed a corres-
ponding upward movement m comparison with

1973 levels

Technical Note

Self-imnsured plan premiums and benefits for

1962-73 1n plans outstde jurisdictions with com-
pulsory temporary disability msurance have been
revised upward on the basis of (1) exammation
of employment data for such plans as reported to
the Department of Labor under the Welfare and
Pension Plans Disclosure Act and (2) revisions
by the HIAA 1n certain commercial mnsurance
data used mn estimating self-insured premiums
and benefits Premium estimates for self-insurance
are derived primarily from two components Cov-
ered employment 1n self-msured plans and pre-
miums per employed worker under commercial
cash-sickness 1nsurance adjusted to apply as im-
puted premiums for self-insurance Premiums
obtained by multiplymng these two components

a3



TaeLr 11 —Insurance benefits as percent of estimated po-
tentially insurable and compensable tncome loss ! for workers
without exclumve formal sick leave, 1948-74

[Amounts in millions]
As a pereent of income loss—
Armount of
Yoar insurancs After first 8 days? After firat T days ¢
benefits

Total |Two thirds Total Two thirds
1948 . $343 12 2 18 3 15 5 233
1649 384 143 21 4 18 2 27 3
1050 “7 153 229 19 5 292
1851 . 562 ig 8 a5 2 21 4 azi
1052 634 180 27 0 29 34 4
1953 . 697 187 281 239 358
1054 733 20 a0 255 a 2
1955 802 20 4 36 26 0 380
1956 . .. 917 218 326 7 41 &
1957_. . 1,002 228 342 200 438
1958 .. . 1050 23 8 359 20 5 4T
1959 . 1 154 252 378 321 48 1
1960 1,204 239 358 30 4 15 6
1861 _ ., . 1,247 249 373 318 47 4
1962 | 1,30 233 349 29 4 44 4
1963 1,366 23 3 348 m7 “us
1964 _ | 1,464 24 7 371 315 47 2
1965 15619 23 4 351 298 4 @
9656 . | 1 829 232 348 29 6 4 3
1967.. . 1,682 231 347 29 4 442
1068 2 053 249 a7 3 inr 47 5
1969 _ - 2,258 26 3 a9 4 334 501
1970 . 2 580 21 7 415 35 2 52 8
1971 .. .. . 2 630 278 41 6 353 53 0
1972 . 2,798 261 3¢ 1 33 2 49 8
1973 .. . 3 087 26 8 399 338 50 7
974 . . | 3,511 204 441 375 56 2

! The portlon of Income loss that may be considered insurable or compens
able under provailing insurance practices

! Excludes sick leave payments

¥ Based on 70 percent of total income loss (from table 2), 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 23, after exclusion of
income loss of workers covered by exclusive sick leave plans {from table 7}

were used to estimate benefits by applying an
appropriate Joss ratio

The number of workers covered by self-insured
cash sickness plans throughout the United States
mn 1972 was obtamned from data representing
50,000 welfare plans in private industry on file
at the Department of Labor Samples of actual
welfare plan records were also reviewed 1n order
to (1) account for workers m plans utilizing
commercial nsurance for some welfare benefits
and self-mnsurance for others and (2) determine
whether the file mncluded workers m self-msured
plans m temporary disabtlity insurance juris-
dictions In addition, though the estimates were
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primarly for covérage m union and jJomtly
administered plans, workers covered under self-
msured employer-admimistered plans were also
included because the Labor Department files show
evidence of substantial benefit funding for such
plans Finally, the resulting worker-coverage es-
timates were interpolated back to the previous
benchmark year of 1961 The new estimates of
coverage under self-insured plans were substan-
tially higher than the earlier estimates—27
million workers nattonally m 1972, for example,
compared with the 1 1-mllion estimate previously
used

Coverage under self-insured plans in temporary
disability insurance jurisdictions was then sub-
tracted from the United States total This step
was accomplished primarily by using unpublished
data on self-insurance provided by State agen-
cies that administer the temporary disallity n-
surance programs For the benchmark year of
1972, the revised estimate of the number of
workers 1n private mdustry under self-msured
sickness benefit plans in the voluntary sector was
17 million

Per capita premiums under self-insured plans
were derived from data published by the HIAA
Aggregate premiums for group cash sickness -
surance were divided by the number of workers
protected At the beginnmg of 1976, the HIAA
revised downward the number of workers under
these group plans for 1964-73, creating higher
premium amounts per worker These premiums
were then multiplied by the estimated number of
workers under self-insured plans in jurisdictions
without compulsory temporary disability insur-
ance to produce the revised dollar amount for
1964~73 shown under voluntary provisions 1n
table 3 Corresponding benefit estimates 1 the
table were compiled by applying group insurance
loss ratios to the premium totals, after applymg
a factor developed earlier to convert the ratios
to self-isurance
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