Twenty-Five Years of Employee-Benefit Plans

The Sactel Security Admimstration has prepared
annually gtatistics on coverage, contributions, and
benefits under employee-benefit plans, starting with
data for 1950 The 25 year serica has now been
retviewed and revised mm accordance with the latest
gource material Accompanying the revised data
here 18 @ digcuasion of the characteristwcs of and
trends in health and welfare plans The June 1976
isgue of the Bulletin contawmed a swmilar review
of private penston plans

THE YEAR 1974 was one of continuous but
cautious growth as far as privately organized
employee-benefit plans were concerned The 1mm1-
nent passage of Federal pension reform legis-
lation introduced an element of uncertainty into
the picture that 1s still continuing The Em-
ployee Refirement Income Security Act, signed
by President Ford on September 2, 1974, con-
centrated on the establishment of minimum
standards for retirement plans, but 1t also con-
tamed many provisions with respect to admin-
istration and disclosure and fiduciary standards
that affected practically every health and welfare
plan m the country?

In the health field, repercussions from the
Health Mamtenance Organization Act of 19732
have yet to be determined This law requires
employers {of 25 or more workers) who provide
health msurance benefits for their employees to
offer them an option to join a health maintenance
orgamzation (HMO)—essentially a prepaid
group-practice plan in the area—approved by the
Secretary of Health, Education, and Welfare
An mcreasing number of plans are providmg
such dual options for their employees as the
number and geographical dispersion of HMO’s
Increase

The year 1974 also saw enactment of a man-
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dated health insurance program in Hawan?
Effective January 1, 1975, the law requires em-
ployers to provide protection aganst the costs
of hospital and medical care for their employees
The employer may purchase an msurance policy
or arrange for a medical or nonprofit organiza-
tion either to furmish services to employees or
to defray costs or rexmburse employees for the
expense of health care The premum cost of the
program may be paid entirely by the employer
or shared with his employee The latter’s share
18 limited to not more than 15 percent of his
wages

At the end of 1974, 61 million workers were
covered for life msurance and death benefits, 58
million for some type of health care benefits,
31 million for cash sickness benefits, and 80
million for retirement benefits Except for hife
msurance, which rose sharply, these figures rep-
resent modest coverage increases of 1-2 percent
for the year Much greater increases were regis-
tered 1n aggregate contributions and benefits
Contributions to employee-benefit plans rose by
14 percent and benefits by 16 percent in 1974,
the highest annual increases smee 1968-70

An “employee-benefit plan,” as defined here,
18 any type of plan sponsored or imitiated uni-
Iaterally 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 mtent is to m-
clude plans that provide m an orderly predeter-
mined fashion for (1) mcome mamtenance during
periods when regular earnings are cut off because
of death, aceident, sickness, retirement, or unem-
ployment and (2) benefits to meet medical ex-
penses assoctated with 1llness or injury The
sertes thus excludes such fringe benefits as paid
vacations, holidays, leave with pay (other than
formal sick leave), legal aid, savings and stock-
purchase plans, discount privileges, and free
meals

* Alfred M Skolnik, “Compulsory Health Insvrance in
Yawall,” Social Security Bullettn, December 1975,
pages 23-24



Private plans written in comphance with State
temporary disability insurance laws are mncluded
m the series, but workmen’s compensation and
statutory provisions for employer’s liability are
excluded Severance-pay provisions are included
only to the extent that they are linked with the
supplemental unemployment benefit plans

Government employees who are covered by plans
underwritten by nongovernment organizations
are included m 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
eivilian employees with group Ihife insurance,
accidental death and dismemberment insurance,
and hospital, surgical, regular medical, and major-
medical expense msurance Retirement and sick-
leave plans for government employees, which
are financed and administered directly by gov-
ernment, are excluded from the series

HISTORICAL DATA

Coverage

Table 1 presents a revised historical series on
estimates of employee coverage for health, wel-
fare, and retirement benefits An earlier BuLLeTIN
note revised the estimates for some of the years,
and this article carries the series back to 1950+
An explanation of the changes appears i the
technical note at the end of the article

During the 25 years spanned by table 1, the
expansion of employee-benefit plans has been
tmpressive, with Iife insurance and death benefit
coverage mcreasing by 42 million emplovees,
hospital msurance by 33 million, major-medical
expense msurance by 28 million, and retirement
plans by 20 million Coverage under life msur-
ance, surgical msurance, and retirement plans
has more than tripled since 1950 Among the more
recently developed forms of protection such as
regular medical expense insurance, major-medical
expense mnsurance, and long-term disability msur-
ance, the growth rate has been even greater
Only 1n the areas of temporary disability and
supplemental unemployment benefits have the

*Alfred M Skolnik, “Revised Coverage Fstimates for
Employee Benefit Plan Serles,” Social Security Bulletin,
October 1975, pages 18-20
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gains been moderate In most instances, however,
the rate of growth has been progressively smaller
mn each succeeding decade

A somewhat more significant mdication of real
growth 13 provided in table 2 and in chart 1,
which relates employee coverage to the entire
wage and salary labor force Almost every type
of employee-benefit plan registered coverage gains
1 the past quarter-century that exceeded the
growth 1 the employed labor force

This coverage growth was most rapid in the,
1950’s when employee-benefit plans, under the
stimulus of collectrve bargaming, emerged as a
major factor i the security arrangements of the
American worker From 1950 to 1960 the pro-
portion of the employed civilian wage and salary
labor force with some type of health msurance
through the employment place expanded from
one-half to two-thirds, the proportion with group
Iife msurance went from about two-fifths to
almost three-fifths The coverage of private re-
tirement plans during this decade increased from
22 percent to 37 percent of the private wage and
salary labor force

The decade of the 1960’
slackening off 1 the growth rate Health msur-
ance protection moved up to 71 percent of the
wage and salary labor force, life insurance to
69 percent, and retirement benefits to 42 percent
Since 1970, this deceleration has continued, with
coverage barely keeping ahead of the growth
mn the labor force, except for life Insurance and
long-term disability In the case of hospital
expense insurance, surgical expense nsurance,
and temporary disability plans, the proportion
of the labor force covered in 1974 was slightly
Jower than that in 1970

In the health area, chart 1 shows that the
trend has been more toward providing broadened
health care to those already having some health
protection than toward extendmng coverage to
larger proportions of new workers Of those
covered for basic hospital expense insurance n
1950, only two-thirds also had surgical expense
msurance and only one-third had medical expense
msurance During the following decades, this gap
was rapidly closed and by the 1970’s almost all
persons having hospitalization insurance were also
covered for surgical and regular medical expenses
The rapid growth of major-medical expense m-
surance 1s another mdication of this trend toward
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Tasre 1 —Estimated number of wage and salary workers covered under employee-benefit plans! by type of benefit, 195074

1 I [Tn millions]
All wage and sslary workers ‘Wage and sslary workers in private Industry
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End of year Life dental Masjor- Long Bupple-
fusur death Bur Regular | medieal term mental | Retire-
ance and and Written | gleal¢ |medieal? ex- Written dis- unem- | ment e
death? | dismem- in com- penses ¢ in eom- | ability * | ment?

berment 3 Total¥ | pliance Total? | pliance

t with f with

, law law
19 4 r 81 243 12 117 82| o™ 201 6481 . e on 08
20 8 95 271 14 27 w2 .. . n7 68E s
223 107 28 8 15 242 127 02 22 4 70/ 113
24 2 118 31 0 15 29 15 8 & 24 70 128
57 140 311 14 27 8 17 5 8 229 67 R 134
281 15 6 328 14 a0 2 20 2 22 225 68 10 142
29 8 « 178 31 15 32 4 210 a5 247 71| 20 156
312 18 4 36 4 18 342 239 49 249 72| 18 16 7
37 18 7 36 2 14 341 24 5 69 238 a8 17 17 2
LL ) 197 37 2 15 35 4 261 72 24 4 894 . on .- 19 18 2
U2 208 393 12 37 4 282 83 A6 68| . . .aaa 17 187
35 21 3 308 11 380 20 8 03 24 6 88| - .- 19 19 2
36 4 22 6 41 ¢ ] 30 313 117 253 68 ..... - 18 197
37 8 247 42 6 3 40 8 333 132 23 6 62 Q7 I8 20 3
401 26 5 43 9 3 41 8 a5 4 47 231 9 62 12 20 209
41 ¢ 234 45 7 3 43 4 38 2 15 6 245 64 10 21 21 8
43 5 286 47 2 4 45 2 40 2 18 3 25 b 686 23 22 27
457 30 4 48 7 4 47 0 42 5 20 2 26 0 87 a7 22 24 3
48 2 337 50 1 4 48 3 41 8 217 27 9 87 46 22 48
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55 6 0 7 5 2 4 52 9 49 4 26 4 310 71 96 21 215
&7 8 427 56 8 4 65 4 & 7 218 315 72 10 6 23 2% 2
1974 . . . ... . - 611 44 3 57 6 ] 56 1 54 9 28 2 31 70 111 22 298

;
t Plans whose benefits flow from the employrment relationship and are not
underwritten or paid directly by government (Federal, Biate, or local)
xExxﬁ}ﬂ?“ workmen’s compensation required by statute and employer’s
L) ¥ it
3 Group and wholesale life Insurance coverage based on data from Institute
ol Life Insurance, Group Life Insurance and Group Annuily Coverage
in the United Stales, annual fssues, modified to exclude group plans not
related to employment, excludes coverage under servicemen s group life
fnsurance plan Self insured death benefit plan coverage hased on data for
valirlous trade-union, mutual benefit association, and company-administered
plans
T Data from Health Insurance Association of America, Group Health
Insurance Coverages in the United States, snnual issues
4 Data from * Private Health Insurance in 1974 A Review of Coverage,
Enrcllment, snd Financial Experience,” Soccial Security Bulletim, March
1676, Health Insurance Association of America (see footnote 3),and Health In-
surance Institute, Source Book of Health Insuronce Duta, 1875-76 Data mod-
ified to exclude participants not actively employed 2nd to allow for dupli+
cation resniting from partlcipation in mors than one plan, using bench-
mark data {rom s special household survey of employed workers eonducted
I conjunction with the April 1972 Current Pepulation Burvey Data for
hospitslization surgicsl, end regular medical coverage adjusted to include
employees covered by group comprehensive major medical expense insurance
¥ Includes private hospital plans written in compliance with State tempo-
rary disablity insurance law in Californis, shown separately in next ¢olumn
¢ Represents coverage under group supplemenisry and comprehensive
major-medical insurance underwritten by eommercial insurance carriers
¥

broadening the base of health insurance protec-
tion By 1974, almost one-half of those with
hospital protection were covered for catastrophic
-medical expenses,® m 1960, the ratio had been
one-fifth

There 13 evidence that employee-benefit plans
for State and local government employees have
been enjoying much greater growth than that

®*Data on major-medical expense insurance refer ex-
clusively to plans underwritten by commercial Insurance
companies and exclude Blue Cross-Blue Shield plans of
this type
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7 Includes private plans written In compliance with State tempﬁrary disa-
billty insurance laws in California, Hawaii, New Jersey, and New York
shown separately in next column_Data from A Sursey of Aceident and Health
Coverage in the United States (Health Insurance Council, 19503, Health
Insurance Association of America {(see footnote 3), and Health Insurance
Institute (sea footnote 4), adjusted to exclude credit accident and health
insurance Data for 1950 modified slightly to adjust for efect of Btate tem-
porary disability insurance laws on formal pald sick leave and sel! insured
plan coverage Before 1963, includes group long-term disability

¥ Data from Health Insurance Institute (see footnote 4)

* Based on trade unjon and industry reportd and * Financing Supplemental
Lnem&)loyment. Benetit Plans,” AMonthly Labor Eepiew, November 1069
Excludes dismissal wage and separation allowances, except when financed
from supplemental unemployment benefit funds covering temporary and
permsnent layofls

1 Estimated by the Sceial Security Administration from data furnished
primarily by the Institute of Life Insurance and the Securities and Exchange
Commission Data adjusted for duplication resulting from participation in
in more than one plan and the vesiing of benefits, using benchmark data
Irom a special household survey of employed workers conducted in conjune
tion with the April 1972 Current Population Survey Includes pay as-you-go
and deferred profitsharing plans, plans of ponprofit organizations, union
pension plans, and raliroad plans supplementing the Federsl railroad re-
tirement program Excludes pension plans for Federal, Btate, and lotal
government employees, tax sheltered snnuijty plans, and plans for the self
employed Data exclude beneficlaries

of employees 1 private industry According to
data compiled by the quinguenmial Census of
Governments, the number of full-time employees
of State and local governments with lhfe msur-
ance quadrupled i 10 years—from 10 milhon
1n 1962 to 4 0 mllion m 1972 Those with some
form of health insurance more than tripled—
from 18 million to 57 million.®

® Andrea Novotny, Group Life and Healith or Hospiial
Insurance Coverage of Stete-Local Governmeni Em-
ployees, October 1972 (Research and Btatistics Note No
19), Soclal Security Administration, Office of Research
and Statistics, 1975
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TasrLe 2 —Coverage and contributions under employee-benefit plans,! by type of benefit, i relation to employed wage and

salary labor force and payroll, 1950-74
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Employer and employee contributions as percent of all
wages and salarjes ¢

Employer and smployés contributions as pereent
of wages and salaries in private industry *

03 001 040
32 01 45
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37 02 &7
38 02 65
44 02 69
46 02 73
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84 58 76 03 374
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1 Bee footnote 1, table 1

* Coverage of private and public employees related to average number of
private and government full time and pari-time clvillan employees (82 5
million in 1974) from table 6 8 1n Benchmnrk Revision of National Fncome
and Froduct Accounts Department of Commerce, 1976 (Iin press)

* Coverage of private employees related to wage and salary employed labor
force in private Industry {67 7 million in 1974) from Department of Com
merece {see footnote 2)

In terms of the labor force covered, the pro-
portion of State and local government employees
with health insurance rose from 1 out of 3 1n
1062 to 2 out of 3 1n 1972 Tafe insurance
covered one-fifth of the State and local govern-
ment labor force in 1962 and almost one-half 1n
1972

4+ Amounts for private and publicemployees related {o private and govern-
ment civilian wages and salaries (3740 7 billion in 1974) from table 6 & from
Department of Commerce (see footnote 2) Data for contributiens for sur
gical and regular medical benefits not available separately

B Amounts for private employees related to wages and salaries in private
fndnstry (5603 0 billion in 1974) from table & 6 from Department of Com
merce (See footnote 2) Includes contributjons for long term disability

T

Coniributions

Employer-employee contributions to employee-
benefit plans were some $7 billion higher mn 1974
than in 1973 (table 3) The estimated $57 5 billion
contributed 1n 1974 was 14 2 percent greater than
the 1973 total and represented the largest relative

SOCIAL SECURITY



CHART 1 —Workers covered under employee-benefit plansg '!{s a percent of employed wage and salary labor force, 1950-74
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annual 1ncrease smce 1968 Inflation was un-
doubtedly one of the factors at work Another
was the Dberahzation of benefits The largest
merease—18 6 percent ($3 9 billion)—took place,
however, among retirement plans—an 1ndication
that some of the rise may have reflected attempts
to replemish the assets of plans whose market
value had declmed The market value of the
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assets of all nommsured plans dropped from
$1544 billion m 1972 to $1117 bilhon 1n 1974,
according to the Securities and Exchange Com-
mission The 1974 increases 1n contributions, ex-
cluding those of retirement plans, ranged from
7 percent for life imsurance plans to 13 percent
for health 1nsurance plans

The following tabulation shows that aggregate
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Average annual rate (percent) of
growth in contributions
Type of benefit

196060 1860-70 1970-74
Totalla__.__. hee me em am em - 123 108 133
Life insurance . 115 98 72
Health _. ___. .- 174 125 13 5
Disability_ 89 1040 85
Retiremen ———. 10 2 98 156

1 ingiudas supplemental unem‘floyment beneflts

3 Includes accldental death and dismemberment
contributions increased at a faster pace during
the 1950’s than during the 1960%, reflecting the
more raprd extension of coverage during the
earlier period Then, in the 1970, the slacken-
mg growth m numbers covered was more than
offset by the higher amounts needed in a period

of escalating costs to provide a specified level
of benefits per individual As a result, the overall
snnual growth rate in the 1970’s exceeded that
of the 1950’s

The growth rate of contributions has varied,
however, for the different types of benefits Con-
tributions for hife insurance and temporary and
long-term disability rose at a little over half the
rate of those for health and retirement benefits
during the 1970’s During the 1960’s the varation
among plans was much narrower, and i fact pen-
sion plans during the 1950’s and 1960’s had annual
mcreases below the overall averages Contribu-
tions to health plans remamed, however, consis-
tently above the overall average

Table 2, which relates contributions to the

TapLe 3 —Estimated total employer and employee contributions? under employee-benefit plans,? by type of benefit, 1950-74

' [In miltions]
All wage and salary workera ‘Wage and salary workers in private industry
Temporsary disability,
Health benefita including formal

Year Total Accidental sick Jeave Supple-

Life death mental
insurance and unem- | Retirementd

and death? | dismem Burgieal Major ‘Written { ployment

bermentd Total Hospital- and medieal Totalt in compli- | benefits®

fzatjont® regular expense! ance with
medical® e law

1950.. .. ... -] #3400 $480 0 $18 4 8856 3 $502 4 /IO . e $505 3 $75 9 P $2,080 0
W5 . .. . 4 686 4 524 4 232 1,139 1 27 2 a1 8| ... ... 630 7 143 8 (PR 2,660 0
1952000 (0 cemeene b5 676 8 619 8 270 1,373 4 880 5 4424 , ... .. f86 6 155 B {aeecan on as 2,970 0
1053 .. . ..... - 6620 8 603 6 a2 1,663 8 1008 5830) . . - 756 2 6| ... .- 34750
1964 __ . L ... 4,088 6 35 335 1,023 § 1,221 4 84 2 $18 0 40 11| ccen v s 3,515 §
1855 .. .. ——— 7,856 ¢ 880 5 43 4 2,103 6 1,385 1 769 5 38 0 859 1 178 8 $40 0 3,840 0
1956 . - - 8010 5 1,002 0 49 7 25047 1,603 2 897 & 94 0 914 1 177 1 126 0 4,225 0
1857, 0 (. .. .. . 10,041 7 1,076 9 56 5 20558 1,805 5 10213 168 0 1,022 6 217 2 170 0 47200
1968, ... eee- 10,520 6 1,170 0 60 B 3,286 4 1,844 9 10955 266 0 10349 3 232 3 1250 4,820 0
1,714 6 1,201 7 66 0 3,774 2 2,230 3 1,186 9 a7 0 1,007 & 228 126 0 5,360 &
12,530 1 1414 2 70 0 4,257 0 2,504 8 1,282 2 470 0 1,178 9 288 118 0 5,490 0
13,482 4 1566 6 750 4,924 2 28314 14398 651 O 1214 6 255 3 102 0 5,610 9
14,758 4 1677 1 80 ¢ 5,507 9 3,120 0 1,505 9 753 0 1,311 4 2556 4 152 0 8,030 0
15 B30 6 1,867 0 % 0 5,003 3 3,472 2 1,684 1 837 0 1,360 3 244 4 148 0 6,420 0
17 657 4 2,043 6 99 0 6,725 7 3,884 6 1,876 1 965 1,807 1 238 0 112 0 7,280 0
19,918 § 2,233 0 116 0 7 520 0 43328 2,109 2 10780 1,673 8 258 4 I1b 0 8,360 0
21 682 & 2,315 7 131 0 8,041 5 4,516 8 2,299 7 11950 1756 4 280 1 130 0 9,250 0
23,419 0 2538 0 142 0 8,548 B 47027 25521 1,204 0 1897 2 810 8 130 10,180 ¢
26,888 8 283086 169 0 10,075 6 5,639 4 2915 2 1,621 0 2,332 7 342 ( 125 0 11,250 0
30,568 0 22119 190 0 11,504 B 6,341 4 3,363 4 1,890 0 2,702 2 309 ¢ 110 0 12,750 0
34,873 0 3,566 5 24 0 13,877 @ 7,569 3 3,908 3 23100 30740 417 4 130 0 14 000 0
39 792 1 3 853 9 229 0 15,702 7 8 578 4 4 480 3 26350 3,226 & 442 8 140 0 16,8640 0
45,200 7 4323 2 283 6 18 248 2 9 527 5 5,152 3 3,568 4 3,740 7 480 3 155 0 18 540 0
60,370 5 4,368 ¥ a02 8 20,500 2 10,512 0 6,837 8 4,050 4 3,038 8 522 2 160 0 21 10 0
57,512 0 4,684 6 329 2 23 068 1 11,437 2 7,022 4 4,608 & 4,250 1 817 1 160 0 25,020 0

¥ Excludes dividends in group insurance

1 8ea footnote 1, table 1

* Group and wholesale life insnrance premiums hased on data from Insi
tute of Life Insurance, Group Life Insurance and Group Anrnuity Coperage
in the United States, annual issues, modified to exclude group plans not re
lated to em&:loyment Also excludes premiums for servicemen's group life
Insitrance Self insured death benefit eosts hased on data for various trade
union, mutual benefit asspeiation and company administered plans

¢ Data from Health Insurance Associstion of Amarlea, Growp Health
Inaurance Coverages in the Uniled States, annual issues

& Data from " Private Health Insurance in 1974 A Revlew of Coverage,
Enrollment, and Financlal Experience,” Soclal Security Bulletin, March
1076, and Health Insurance Asscclation of America (see footnote 4) In estl
mating contributions for employees under plans other than group insurance
and union and company plans, it was assumed that the proportion of sub-
scription inceme attributable to employed groups increased gradually from
75 percent In 195060 to 85 percent in 1974

¢ Includes private hospital plans written in compllance with State tempo-
:;ry disliability insurance law in California, separate data not available for

ese plans

T Represents premiums for group supplementary and comprehensive

major-medical insurante underwritten by commercial Insurance cartiers
Data from Health Insurance Asseciation of Americs (see footnote 4)

* Data from *Cash Benefitz for Short Term Bickness, 1948-74," Soclal
Security Bulletin, July 1976 Includes private plans written {n compliance
with State temporary disability insurance laws in Callfornia, New Jersey,
and New York, shown separately in next ¢column Includes econtributions
under long term disability policies

¢ Based on trade-union and industry reports, and *“Financing Supple-
mental Unemployment Beneflt Plans,” Monthly Labor Review, November
1960 Excludes dismissal wage and separatlon sallowances, except when
financed by supplemental unemployment benefit funds covering temporary
and parmanent layofls

1o Estimated by the Boclal Security Administration from data eompiled
by the Institute of Life Insurance, Peneion Facta 1875, and the Securitles
and Exchange Commission, 1874 Survey of Private Nominsured Fension
Funde Includes coniributions to pay as-you go and deferred profit sharing
plans, plans of nenprofit organizations, union pension plans, and railyoad
plans supplementing the Federal rallroad retirement program Excludes
eontributions to plans for Federal, Btate, and loeal employees, to tax-shel-
tered annuity plans, and to plans for the self-employed
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total wage and salary bill of the Nation, also
demonstrates how contributions have been accel-
erating for retirement and health benefits n
recent years For retiyement benefits, employer
and employee contributions advanced from $3 25
per $100 of payroll in private mndustry m 1970
to $4 15 1n 1974 Before 1970, a cumulative in-
crease of this magnitude—90 cents—had not been
registered for 13 years Sumilarly, for health
msurance, contributions rose $1 02 per $100 of all
wages and salarres from 1967 to 1974 For the
previous 7 years, the increase had been only 46
cents In contrast, contribution rates for hfe
msurance and temporary disability plans have
shown no unusual accelerations in the past few
years

Benefits

Benefits payable under all types of employee-
benefit plans rose at even a faster pace than
contributions m 1974 The estimated total of
$41 9 billion disbursed was 16 percent larger than
the $361 billion expended the previous year
(table 4) Benefits for health and retirement
agamn led the way with icreases of 17 percent
and 15 percent, respectively The 17-percent in-
crease for health was the greatest since 1970 and
reflects i part the lifting of mandatory economic
controls for the health industry m Aprl 1974
As the followmng tabulation shows, retirement

Average annual rate (percent) of
growth in benefits
Type of benefit

195060 1960-70 1970-74
Totall, - [ 156 128 127
Life insurance ¥_.__ __ . . 12 8 95 82
Health __ ___ . .. [ 186 131 12 5
Disability - P ia = 97 g4 85
Retirementeaae. « =« . - - -- 16 8 158 151

1 Includes supplemental unemployment benefils
3 Includes acridental death and dismemberment

benefits have been expandmg at a faster pace than
health benefits since 1960, with benefits for hife
msurance and disability showimng the least ex-
pansion—about 8-9 percent per year

The figures above also show that for every
major type of program, benefit outlays have been
mcreasmg at a slackening rate Even the average
annual mcreases for health and retirement bene-
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fits were lower n the 1970°s than in the 1960,
m contrast to the contribution pattern

The relative growth of health and retirement
benefits 1s reflected in the growmg proportion of
the benefit dollar that 13 gomng for these purposes
As chart 2 shows, 1n 1950 health benefits accounted
for $4 out of every $10 expended under employee-
benefit plans and retirement benefits for $2 of
every $10 By 1974, health benefits accounted for
more than $5 out of $10 expended and retirement
benefits for $3 out of $10

In contrast, expenditures for life msurance
and temporary disability as a proportion of total
disbursements dropped more than half during
this period Supplemental unemployment benefits
(SUB), since they were first established n 1955,
have never accounted for more than a small frac-
tion of the total In 1974, however, as the fuel
shortage cut into automobile production, the
amounts expended under SUB plans were almost
quadruple the amounts 1n the previous year

CHARACTERISTICS OF HEALTH PLANS

Health plans are designed to help workers and
their dependents meet the cost of hospital serv-
1ces, physictans’ charges for surgery and non-
surgical care m and out of the hospital, drugs,
nursing care, and other medical care items His-
torically, separate plans were developed to pro-
vide these basic benefits (hospital expense insur-
ance, surgical expense nsurance, and regular
medical expense msurance) and major-medical
expense INSUrance

The basic hospital-surgical-medical plans gen-
erally pay expenses for specified medical services
within limits established for each kind of service
How well a plan covers a particular medical bill
depends on the cost and mix of services used m
each case

In contrast, a major-medical plan covers a
broad range of expenses, encompassing substan-
tially all services that may be required for the
successful diagnosis and treatment of an ailment
This type of plan pays a specified fraction of
the whole bill

Hospital Benefits

Basic hospital benefits may take the form of
cash mdemnity benefits or service benefits, or a
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Tasrt 4 —Estimated benefits paid under employee-berefit plans,! by type of benefit, 1950-74 -

[In millions]
All wage and salary workers Wage and salary workers in private ilndustry
Temporary disability, -
Haalth benefits including formal

Year Total Aceidental 81k Jeave Bupple-

Lite death maental
Insurance and unem- |Retlrement®

and desth! | dismem- Surgical Major Writlen | ployment

berment? Total Hospilal- and medjcal Total? in eompll | benefitss

‘ irationd & regular fxpenset ance with
medjcal law
wih . . . . -| $1E155 $310 0 316 0 $708 7 T b $oz1 2 PR $410 8 #5d 3 - me 370 0
1951 | o ceee - 2,385 4 362 5 16 6 1,011 § 654 4 1519 . e - 54 8 H33F-. o 430
1952 .0 o0 oco - - 2,746 6 405 3 198 1,201 8 700 8 410 7 ) - .. 600 1 127 B - - 520
| 115 S 3,183 1 463 1 218 1,445 0 954 1 401 8 - - 632 2 13% 7 - 620
103 3,530 6 o 9 251 16425 10799 552 6 $10 0 644 1 132 0 - 7100
EBS5 .. - - e 4,075 ¢ 581 & 21 1,929 12418 637 1 A0 TI6 & 135 2 . s £50 0
113! - 4,828 0 60 7 30 5 2,320 8 1405 4 757 8 67 0 823 5 151 2 $: 0 1,000 0
1857 .. oo —om aa 5§ 595 38 709 4 367 2,722 0 1,714 1 8% 9 131 ¢ 897 2 178 1 20 1140 0
| L S 8147 £50 9 42 8 9054 8 18927 929 1 733 § L) b 135 © 12600
050 4,490 8 618 & 430 402 8 2107 6 1,024 2 3320 959 5 189 5 »Be 1,540 0
7.812 5§ 1,007 6 47 3 3,808 2 2,355 0 1,116 2 427 0 1,035 4 186 1 Bl 0 1,720 0
B8T 5 1,122 3 50 4,481 5 2675 B L2437 £62 O 15 7 201 4 133 0 1970
9927 123 5 63 8 5082 7 30048 1,410 ¢ €67 0 1,142 7 204 3 102 0 2,330 0
10,844 @ 1,341 8 82 5 5,536 2 8312 4 1,471 & W0 1,201 4 108 2 97 0 2,80 0
12,042 4 1,430 1 83 0 8241 8 3,730 7 1,641 ¢ 68 0 1,220 7 191 4 820 2,000 0
13,560 7 1,550 ¢ 89 B 70121 4 160 5 1,847 & 1,004 0 1,333 1 197 6 620 3,520 ¢
14,965 6 1,706 9 97 0 T427 6 4320 107 & 1,130 0 1,462 2 208 4 820 4,190 0
18 205 3 18000 101 4 7,836 6 4,389 1 2141 5 134 0 1540 3 222 4 e 0 4.700 0
19 233 ¢ 2,137 1 120 5 9,414 8 5,288 5 2,48 1 1 628 0 16267 251 7 105 0 5 530 ¢
22,224 4 2,384 9 128 7 10,084 1 8,128 3 2,033 8 1,922 ¢ 2,176 7 281 2 100 0 8 450 0
!

25,084 1 24831 151 4 13,322 7 7,344 0 3,563 7 2,415 0 25419 30r 2 125 0 7,360 @
28,127 4 2,68% 2 170 & 14,001 6 8,253 0 3,950 B 2,749 0 2 586 0 3o 4 130 0 35000
32,684 4 2,918 & 182 2 16,539 © 8,871 7 4 431 3 31870 2 904 4 328 5 HOQ 10,000 0
36,084 7 31716 nis 18,266 & §.848 2 5125 3 3435 & 3,104 % 353 & 110 D 31,2200
41,852 9 3,350 2 255 T 21,382 6 11,058 0 6,292 8 4 029 0 4,527 4 381 6 400 0 12,930 0

1 Bey footnete 1, table 1

1 Group and wholesale Hfe Insurance benefits based on data from Institute
of Lile Insurance, Life Insurance Fact Book 1675, modified to exclude group
plans not related to employment, excludes benefits pald under the ervice-
men's group lle msuranee plan Self insored death benefits based on data for
Ytllrlnuls trade-union, mgtual berefit association, and eompany administered
plans

1 Unpuhlished data tromn the Institute of Life Insurance

i Dats from “Privete Health Insurance in 1974 A Review of Coverage,
Enrollment, and Financlal Experience,” Social Securty Bulletin, March
1976 In estimating benefits pald to employees under plans other than group
Insuranes and unjon and eompany plans, it was assumed that the proepor-
tlon of benafits attributable to employed groups increased gradually from 75
percent in 185060 to B5 percent 1n 1974

5 Includes private hospital plans written In compliance with State tem
porary disability Insurance law in California

¥ Repregents benefits pald under group supplementary and comprehensjve
major-medical insurance underwritten by commercial insurance carriers

combmation of the two TUnder plans provniding
for cash indemnity benefits, workers are reim-
s bursed for the cost of (1) room and board up
to a fixed amount per day for a specified period
and (2) ancillary or “extra® services, usually
subject to a dollar limitation, 1n some cases with
part of the cost comsured {(payment of fees
shared by plan and employee) Under plans
providing for service benefits, the plan pays the
full cost of specified room-and-board sccommoda-
+tions and extra services for a specified period
The combmation plans generally pay a cash
allowance for room and board and provide speci-
fied hospital extras on a service basis A few plans
specify & maximum dollar amount available to
:"pay for all covered hospital services

10

TData from * Cash Beneflts for Bhort Term Sickness, 1948-74," Soclal
Seenr:ty Bulletin, July 1976 Tncludes private plans written in compliance
with Btate temporary disability insurance laws in California New Jersey
gnd New York, shown separately in next column Includes benefits under
long term disability plans, not available separately

¥ Based on trade union and industry reports and'* Financing Bupplemesntsl
Unemployment Benefit Plans,”" Monthly Labor Reriew, November 1968
Excludes dismissal wags apd separation alowances, except when financed
from supplemental unemploymont benefit funds covering tempordry and
permanent layoits

! Estimated by the Poeial Becurity Administration from data compiled by
the Institute of Life Insurance, Pensgdon Facte 1976 and the Securiiies smd
Exchange Cotnmisaion, 1075 Survey of Privale Nommeured Pension Funds
Includes benefits pald under pay-a3 vouge and deferred profitsharing
plans, plans of nonprofit organizailans, union pension plans, and rajlroad
glans supplementing the Federal rallread retirement propram Excludes

enefits pald under plans for Federnl, Btate, and loeal employees, under
taxsheltered annnity plans, and under plans for the self-employed

Shghtly more than half the employees having
hospital protection through their job m 1974
were 1nsured through group insurance contracts
1ssued by commercial insurance carriers His-
toreally, these contracts have provided for caczh
indemnity benefits, but many now provide service
benefits Forty-four percent of the employees
were covered by group contracts issued by non-
profit Blue Cross and certam Dlue Shield plans
These plans generally provide serviee benefits
The remamnng & percent of the employees with
hosprtal expense protection were subscribers to
or members of self-insured or *“independent”
prepayment plans, which usually make their own
direct arrangement with hospitals or operate
their own hospitals This distribution by type of
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CHart 2 —Percentage distribution of benefits paid under employee-benefit plans, by type of beneflt, selected years,

1950-7T4

Percent
100 —

60 1=

201+

1950 1960 1970

i Including sick leave and long term disability

msuring organization has shown little change over
the past 15 years

Some ndication of the trend m the scope and
nature of hospital and other medical care benefits
provided by msurance companies may be observed
from the continuing sample surveys’ made by the

" Health Insurance Institute, Group Health Insurance
Policies Tssued wn 1860, 1961, Group Health Insurance
Poltcres ITssued wn 1965, 1966, New Group Health Insur-
ance Polictes Issued in 1970, 1971, New Group Health
Insurance Policics Tssued w 1975, 1976, and New Group
Health Insurance Policies Issued wn 1975 and The Five
Year Trend 1970-1975, 1976 These surveys obviocusly
do not measure the many improvements that are made
in the older, well established plans, often pacemakers
in the field
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Relirement In
private
ndusiry
only

Supplemental unemployment

Temporary disability!

Health insurance

Life insurance?

1974

2 Including accidental death and dlsmemberment

Health Insurance Institute (FII) of new group
policies written by commercial carriers during
specified periods, usnally the first 8 months of
the year The 1nsurance companies participating
m the survey account for two-thirds to three-
fourths of the health msurance premiums written
m the year

The HII surveys present only part of the
pieture smce they do not include the coverage
provided by Blue Cross-Blue Shield plans, inde-
pendent prepayment plans, and self-mnsured
unicn-management welfare funds A study con-
ducted by the Conference Board in late 1972
and 1973 gives data for all kinds of group health
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plans (as well as other kinds of employee bene-
fits) that emanate from the employment relation-
ship 1n the private sector ® About 1,800 compantes
responded to the health insurance questionnaire
Unlike the HII data, the Conference Board
figures are available m terms of plans covered
rather than employees affected The firms sur-
veyed were generally the largest, having in most
cases 500 or more employees (except for financial
nstitutions, hotels, restaurants, small manufac-
turers, and construction firms).

Another source of data 13 the Bureau of Labor
Statistics periodic surveys of health benefits m
a selected group of employee-benefit plans, cov-
ering varymng periods smcee 1966 ® Although these
plans are not statistically representative of all
health plans, they are generally large plans that
tend to reflect current trends in provisions Plans
in the BLS survey include prepayment and self-
msured plans, as well as commercial nsurance
policies and Blue Cross-Blue Shield plans

The HII surveys show that dollar amounts
provided by new group health msurance policies
were substantially increased during the past 15
years From 1960 to 1975, the average maximum
daily room-and-board benefit rose from $15 to
$50 As recently as 1970, only 13 percent of the
employees under cash indemnity policies with
25499 employees had room-and-board benefits
of $50 or more a day By 1975, this ratio had
reached 58 percent The BLS periodic surveys
reported 1ncreases in average daily allowances
of 75 percent between 1966 and 1971 and of
38 percent between 1971 and 1974

To a large extent these dollar increases merely
reflected rising hospital costs The difficulties en-
countered by many plans 1n keeping their cash
allowances up to date has led to a shift away
from cash mndemmity to full-service benefits,
which have the advantage of providing automatic

® Mitchell Meyer and Harland Fox, Profile of Employce
Benefits, Conference Board Report No 645, 1974

*Kevin G Wetmore, “Improvements in Employee
Health Care Benefits,” Monthly Labor Review, August
1972, and Dennis F Quigley, “Changes In Selected Health
Care Plans,” Monthly Labor Review, December 1975
The first study analyzed changes in health benefits in 50
plans for office employees and 96 plans for nonoffice
employees between 1966 and 1971, the second analyzed
changes in essentially the same plans between 1971 and
1974 Both articles were based on the plan summaries
published in Bureau of Labor Statistles, Digest of
Ingurance and Health Plans, 1974 and earller editions
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protection against rismng costs The HII survey
shows that i 1965 for employees 1n new com-
merecially insured plans covering 25-499 em-
ployees, only 8 percent were 1n plans utilizing
full-service benefits In 1975, 41 percent of the
employees were bemg reimbursed in full for
room and board

For ancillary or “extra” hospital services such
as the use of the operating room, surgical dress-
ings, drugs, and various laboratory services, a
similar shaft to service benefits is noted In 1965,
for employees covered by new group insurance
policies with 25-499 employees, only 1 percent
were being reimbursed 1 full for hospital extras,
according to the ¥II By 1975, the ratio was
37 percent Where maximum dollar amounts were
specified, the proportion of employees with maxi-
mums of $600 or more rose from 5 percent to 78
percent durmng this period The BLS periodic
surveys reported that, by 1974, 78 percent of the
plans summarized provided service benefits for
room and board and 70 percent for ancillary
services

Another area where real mmprovements have
been registered is in the duration of benefits for
hospital confinement In the HII survey for 1965,
15 percent of the employees 1n plans with 25-499
employees were covered for a maximum of 120
days or more; 1 1975, 38 percent were so covered,
with 8 percent eligible for a full year’s hospitah-
zation The Conference Board study found that
the median length of hospital stay covered by
office and nonoffice employees’ plans was 120 days
m 1973, about 25 percent of the nonoffice plans
offered a year of care as did 20 percent of the
office plans

The BLS conducted a sample survey for the
Social Security Administration of 52,000 private
mdustry health plans reported under the Welfare
and Pension Plans Disclosure Aet The first
results of the survey revealed that 65 percent of
the employees covered by basic hospital benefits
m 1974 were eligible for hospital benefits of 120
days or more duration and 34 percent for 365
days or more ¥

¥ Daniel N Price, “Iealth Benefits for Laldoff Work-
ery,” Social Securtty Bulletin, February 1976 This sur-
vey, which covered some 284 million workers, excludes
plans with fewer than 26 participants and plans for
government workers and nonprofit organization workers
Only Iimited data are available from this survey as yet
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This BLS-SSA survey also gathered data on
the financing of health benefits As of 1974, 68
percent of the employees were 1n plans that were
financed solely by employers (moncontributory
plans), 28 percent were 1n plans that were
financed jointly by employer and employee (con-
tributory plans), and the remainder were 1n plans
financed exclusively by employees or whose financ-
mg could not be determmed The Conference
Board survey reported that 74 percent of the
basic plans for nonoffice workers and 62 percent
of those for office workers were noncontributory
m 1973

Other surveys show a lower proportion of
employees 1n health plans whose benefits are
completely paid for by employers The HII survey
reported that 88 percent of the employees sur-
veyed m 1975 weré 1n noncontributory plans
A household sample survey of full-time wage
and salary workers with group health plans m
April 1972 found that 34 percent were 1n non-
contributory plans® When government workers
are excluded from that survey, the percentage
rises to 38 percent The HII survey, of course,
was limited to new plans underwritten by private
msurance companies, and the household survey
may have suffered from farlure of responding
workers to be fully aware of health benefits for
which they are not making any contribution

‘While the absolute figures may show differences
among the surveys, most of the data indicate a
continuing shift toward elimimnation of the em-
ployee contribution This trend was more pro-
nounced 1n the 1960’s than m the 1970

Surgical and Regular Medical Benefits

Basic surgical and regular medical expense!?
benefits may be provided on a cash indemmty
basis Under a cash indemnity plan, the employee
1s rexmbursed for the cost of operations m accord-
ance with a fee schedule for mdividual surgical

" Walter W Kolodrubetz, “Group Health Insurance
Coverage of Full Time Employees, 1972, Social Securily
Bulletin, April 1974, page 32

B Often termed nonsurgical expense, regular medical
expense refers to medical expense of physiclans’ services
other than surgery Regular medical benefits invariably
include protectlon against the cost of physlcians’ visits
in & hospital and In many cases coverage for visits at
home or in the physiclan’s office Benefits may also apply
to out-of-hospital laboratory and X.ray expenses
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procedures For regular medical expense he 1s
allowed a specified amount for each physician
visit at the home, office, or hospital, the allow-
ance 1s sometimes Iimited to a fixed amount per
day, to a stated number of visits, or to a maxi-
mum dollar amount These amounts do not neces-
sarily cover charges in full, and the employee 1s
responsible for the difference

Under a service plan, the employee 1s covered
for the full cost of specified services rendered by
physicians and surgeons, who are paid directly
by the plan Under the combined service-cash
indemnity plan (sometimes called a service plan
with an 1ncome limitation), employees whose
annual ncome 1s less than a specified amount
(say $10,000) receive service benefits—that 1s,
the participating physicians and surgeons agree
to accept the amount of remmbursement shown m
the fee schedule as payment m full for service
Workers whose mcome 18 more than the specified
amount must pay any differences between the
amount provided by the plan and the surgeon’s
or physician’s charges

Fifty-three percent of all employees with sur-
gical and regular medical expense protection
were covered in 1974 through group insurance
contracts purchased from commercial carriers
The Blue Shield plans and a number of Blue
Cross plans covered 40 percent of the employees
who had such protection The Blue Shield plans
generally provide surgical and regular medical
expense msurance on a service-cash indemmty
basis, the commercial carriers generally furnish
cash indemnity benefits

The remaining 7 percent were covered by in-
dependent prepayment plans, many of which
are group-practice plans (HMQ’s) These plans
tend to provide a broad range of surgeons’ and
physteians’ services both m and out of the hospatal
on a service basis The distribution by type of
underwntimg organization has remained relatively
constant over the past 15 years

In this area, again, trends can be noted from
the HII studies In 1975, 84 percent of the
employees in new group insurance plans with
25499 employees had available surgical expense
benefits of $500 or more for the most expensive
operation listed In 1970, the ratio had been
55 percent, in 1965 1t was 8 percent The per-
centage of those with maximum surgical benefits
of $1,000 or more mecreased from 23 percent 1n
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1970 to 65 percent 1 1975 The percentage of
employees with maximuom benefits of $8 or more
toward the cost of each physician hospital visit
rose from 5 percent in 1970 to 31 percent m 1975
Similar ncreases were registered for m-office and
m-home visits The BLS periodic survey also
reported substantial mecreases in cash allowances
from 1966 to 1974

An mereasing number of plans, ncluding Blue
Shield plans, are departing from surgical and
physician fee schedules with therr maximums and
providing mstead for full payment of reasonable
and customary fees In 1970, 3 percent of the
employees under group msurance policies with
25-499 employees had this type of arrangement
under surgical plans, and 1 percent of those under
regular medical plans By 1975, the proportion
had risen to more than 10 percent under surgical
plans and to 8 percent under regular medical
plans The Conference Board study of 1973 re-
ported that 22 percent of the office employees’
plans and 28 percent of the nonoffice plans sur-
veyed reimburse for reasonable and customary
charges for surgical operations

Virtually all regular medical expense plans
pay for physicians’ visits in the hospatal, the
number paymng for doctors’ visits in the home
or office 1s much smaller Both the BLS periodie
surveys and the Conference Board study reported
that only about a fourth of the plans cover
visits 1n home or office

Major-Medical Benefits

Major-medical expense msurance® helps pay
the costs of 1llness not covered by the basic
msurances, Including such 1tems as private-duty
nursmg care, drugs and medications, medical
applhances, and psychiatric treatment The key
element 18 a “coinsurance” feature, under which
the nsured person, after paymng an 1mtial cash
deductible amount (usually $75-8100 a year),
pays a fixed percentage (usually 20 percent) of

Y 8ome Blue Cross-Blue Shield plans also offer major-
medical expense coverage, often under the name “ex-
tended benefits ™ Most prepayment group praetice plans
alse provide “comprehensive ecare” that includes most
of the types of expenses covered by major medienl
insurance contracts The discussion here on major-
medical expense Insurance and the data presented in
the tables, however, refer exclusively to the coverage
provided by commercial insurance carriers
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all specified medical care expenses The msurance
covers the rest up to a maximum dollar amount—
often as high as $50,000 or more—determined 1n
terms of per disability, per calendar year, or &
Iifetime maximum or s combination

Two types of group major-medical mnsurance
are found—supplemental and comprehenstve The
former 1s designed to supplement the basic
hospital-surgical-medical insurance, paymng out
benefits only affer benefits under the basie plan
are exhausted and a specified “corridor” dedue-
tible amount has been paid by the msured The
comprehensive type of major-medical insurance
replaces the basie plan completely by combining
both the basic and major-medical protection m
the same package The coinsurance features are
applied to “basic” as well as “major” medical
expenses, though comprehensive plan deductibles
are frequently smaller than those imposed by
supplemental plans in recognition of the base
plan’s absence Some plans compensate for the
lack of a basic plan by paymmg some expenses
in full before applying the deductible

According to the Health Insurance Association
of America, the supplemental type of plan covers
most of the employees who have group major-
medical insurance—T71 percent at the end of 1974 14
This ratio has varied from 70 percent to 75 per-
cent m the past decade

As in other health benefit areas, the past few
years have seen a significant trend toward higher
maximum major-medical benefits According to
the HII studies, 92 percent of the employees
covered by mew major-medical msurance policies
with 25-499 employees 1n 1975 had annual maxi-
mum benefits of $25,000 or more, compared with
27 percent m 1970

A trend toward payment of a larger share of
charges by major-medical expense plans 1s also
evident The BLS periodic surveys reported that
m 1966, less than one-half of the plans surveyed
paid 80 percent of all covered charges above
the deductible (most of the remamder paid 75
percent) In 1971, the 80-percent ratio was found
1 about 5 out of § plans; 1n 1974, in 19 out of 20

One area where benefits have been dehberalized
1 the treatment of nervous and mental disorders,

* Health Insurance Assoclation of Ameriea, Group
Health Imsuranee Coverages in the Unated States, 1972-
1574 (Bulletin No T}, December 5§, 1975, and earller
editions
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especially out-of-hospital treatment The IIII
study shows that in 1965, 91 percent of the
employees insured by new comprehensive major-
medical contracts with 25-499 employees were
covered for such illnesses m full for hospital
charges, with reduced or limited benefits when
the individual 1s not confined in the hospital
In 1975 the ratio was 83 percent For supple-
mentary major-medical contracts the comparable
ratios were 83 percent in 1965 and 68 percent
1n 1975

Other Health Benefiis

The last decade has seen the rapid extension
of health 1nsurance to cover new types of health
care In tables 1-4, these new coverages do not
appear separately but are submerged as part of
surgical and regular medical expense benefits
Nevertheless, some mformation 1s available on
the characteristics of the separate plans providing
dental services, nursing-home services, and pre-
scription drugs

Group dental health plans that either provide
dental services or help to reumburse for the cost
of dental services and supplies came mto being
1n the 1950’s Such benefits were first provided
by the nonprofit plans of dental sei1vice corpora-
tions organized by State dental societies Dental
care remained a peripheral employee benefit until
negotiations brought the benefits mto union-
management health and welfare programs using
either direct-service clinics or third-party ar-
rangements such as msurance companies During
the period 1971-74, prepaid dental plans covering
large numbers of workers and dependents were
negotiated by the TUmnited Auto Workers, the
United Steelworkers, the Amalgamated MMeat
Cutters, the Aluminum Workers International
Union, the United Aerospace Workers, and the
Communications Workers of America

The effects of this activity may be noted from
a special survey by the Conference Board, which
reported that an estimated 19 percent of the
companies surveyed n 1975 had dental plans,
compared with 8 percent in 1972 The BLS
reported 1 1ts periodic surveys that one-fourth of

5 Mitchell Meyer, Dental Insurance Plang, Conference
Board Report No 680, 1976 The 1972 survey queried 1,657
companies, the 1975 survey was based on a 25-percent
gample of the 1,607 companies
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the plans studied 1n 1974 reported such benefits
The HIT study reported that among employees
with new group health policies m 1975, 13 per-
cent had dental msurance coverage The HII
figure excludes plans that cover dental care in
their major-medical policies About one-fourth of
the dental plans surveyed by the Conference
Board used their major-medical policies to pro-
vide the coverage

Dental insurance plans, which mvarably -
clude children and other family members as well
as employees, provide coverage in the form of
(1) scheduled benefits—with a dollar himit on
each procedure performed, (2} comprehensive
benefits with comnsurance on covered expenses
after an mtial deductible ($25-$50, usually)—
subject to an annual overall dollar maximum,
usually $500-$1,000, or (3} a combimnation of
scheduled benefits with a deductible (usually
$100) on some or all types of dental expenses
and with eligable expenses rermbursed at 80-100
percent

The HII studies show that for new group
dental plans underwritten by private msurers
the trend has been toward combination plans,
but comprehensive plans are still the most promi-
nent In 1975, 81 percent of those covered for
the first time by dental plans had combination
plans, compared with less than 1 percent in 1970
The proportion of employees covered by compre-
hensive plans dropped from 83 percent in 1970
to 41 percent 1n 1975 Plans with scheduled bene-
fits covered 28 percent of employees 1 1975 and
16 percent in 1970 The Conference Board re-
ported that 29 percent of the denfal plans 1t
surveyed 1n 1975 paid benefits according to a fixed
schedule

The Conference Board study also found that
the typieal dental plan 1s fully pard by the com-
pany, with the employee’s own dental protection
more likely to be provided on a noncontributory
basis than 1s dependent’s coverage In 1975, 76
percent of the dental plans provided noneontribu-
tory coverage for the employee and €3 percent
did so for dependents

Another rapidly growing type of benefit 1s
nursing-home or extended-care facility coverage
The IIIT studies showed that the proportion of
employees m new group nsurance plans that had
convalescent or nursing-home care rose from 13
percent 1n 1970 to 46 percent mn 1975 Of those
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with such coverage 1n 1975, 8 out of 10 had daily
room-and-board benefits of $30 or more, mecludmg
4 1n 10 with full payment for semiprivate accom-
modations In 1970, only 2 out of 10 had room-
and-board benefits of $30 or more, about half
of whom had full payment provisions

Coverage of out-of-hospital prescription drugs
1 another area where a separate type of health
nsurance plan has developed Stimulus came from
the 1967 negotiations in the automobile industry,
followed by agreements won by the major mdus-
trial unions with agricultural equpment manu-
facturers, tire and rubber compames, and meat
packers The Conference Board study of 1973
found that 7 percent of the nonoffice workers’
plans and 4 percent of the office workers’ plans
had separate prescription drug programs with
a separate deductible that may be low enough to
allow payment of most drugs The BLS periodic
surveys report that nearly one-fourth of the plans
i 1974 had prescription drug programs Many
other plans cover prescription drugs as part of
major-medical benefits

Coverage After Retirement

Most group health plans permit continuation
of coverage after retirement either by conversion
to an individual pohicy or plan or by continuing
coverage under the group plan According to the
HII studies, out of every 10 employees i new
group health insurance plans surveyed in 1975,
4 could contmue coverage through conversion and
3 could continue coverage under the group plan
In 1965, coverage had been available under an
mdividual policy of conversion to 7 out of 10
new employees, with 1 out of 10 contmuing
coverage as a member of the existing group

The Conference Board study reported that
almost half the companmes 1 1973 extended the
coverage of their basic benefits to workers after
retirement, with nonoffice employees somewhat
less Iitkely than office employees to be covered
retirement In most cases where the company was
providing the employee’s own coverage before
retirement free of charge, this policy was con-
tinued

The BLS periodic surveys report that 71 per-
cent of the plans in 1974 continued coverage for
retirees over age 65 Of the plans with such
benefits, more than half used the “benefit carve-
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out” method, which provides for retirees over
65 the same benefits provided before age 65 but
reduced by the Medicare benefits under the Social
Security Act Nearly 15 percent used the “building
block” approach, which covers deductibles, co-
msurance, and other charges not covered by
Medicare The remamning plans follow’ a major-
medical approach, under which retirees have the
same or modified major-medical benefit recerved
by active employees, or a combmation of'
approaches '

CHARACTERISTICS OF EMPLOYEE WELFARE PLANS

The employee welfare plans described here are
those providing for temporary disabihity nsur-
ance and sick leave, long-term disability, Life
msurance and death benefits, accidental death
and dismemberment msurance, and supplemental
unemployment benefits These plans have one
characteristic 1n common They are designed to
provide cash payments to replace lost wages
They are thus unhke the health insurance plans,
designed to help finance medical bills, or, less
frequently, to provide actual health care

Temporary Discbility Benefits, Including
Formal Sick Leave

Protection against loss of earmings during
periods of temporary nonoccupational disability
may take the form of weekly disabihity msurance
benefits or of paid sick leave In four States—
California, Hawan, New Jersey, and New York—
temporary disability msurance laws make cov-
erage mandatory but permit employees the option
of providing protection for their workers through
a private plan generally insured by a commercial
carrier or through self-msurance '* About 23 per-
cent of the Nation's wage and salary workers with
private disability coverage are protected by m-
sured or self-insured private plans under these
four State laws

About 70 percent of the employees having

¥ In Rhode Island and the railroad Industry, covered
employees are compulsorily insured through publicly
operated cash sickness fumds that do not permit the
sybstitution of private Insurance for the government
coverage Puerto Rico has also enacted a temporary
digability insurance law, but its program is excluded
here because the data in this article are confined to the
50 States and the District of Columbla
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private disability protection are covered for
weekly cash sickness benefits through group
accident and sickness insurance pohicies purchased
from private msurance companies by employers,
unions, employee mutual benefit associations, and
union-management trust funds About § percent
of the employees are covered by self-insured
plans (excluding sick-leave plans), administered
by these groups Under both insured and self-
msured plans, the benefits are designed to replace
a portion (one-half to two-thirds) of weekly
pay for a specified number of weeks (usually
26) per year or per disability Before benefits
begin, an uncompensated waiting period—1 week
for mckness—is generally required, for accidents
or hospitalization, a shorter waiting period or no
waiting period 18 common

The remaming employees are covered by formal
sick-leave plans that generally provide for the
continunance of full wages or salary for a specified
number of days or weeks of 1llness—usually
without a waiting period The role of these plans
m providing the exclusive source of protection
during sickness has been slowly broadening Dur-
mg the 1950’s they accounted for less than 15
percent of the coverage, but the proportion has
risen from 14 percent m 1960 to 21 percent 1 1974

The HII and the Conference Board studies
mclude data on plans providing weekly accdent
and swickness imsurance benefits The greatest
change noted has been the movement to a 26-
week maximum duration coverage-—partly as a
result of the desire to integrate these short-term
benefits with long-term disability’s typical 180-
day waiting period Weekly maxmmums have
generally been increased in accordance with in-
creases In wages

The HII study reported that under new group
policies covering 25-499 employees, the propor-
tion of employees covered for 26 weeks or more
of benefits mcreased from 40 percent in 1965 to
66 percent m 1975 Almost 8 percent of the em-
ployees m 1975 were protected for 52 weeks or
more, compared with 3 percent 1n 1965 The ratio
of employees covered by 26-week policies that
provide maximum weekly benefits of $100 or more
went from 33 percent in 1970 to 42 percent 1 1975

The 1978 study by the Conference Board re-
ported that about two-thirds of the plans for
nonoffice employees limited benefits to 50-T0 per-
cent of pay, subject to a dollar maximum that
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equaled $100 or more a week m 27 percent of the
plans Benefits were paid in the case of a normal
pregnancy by approximately 40 percent of the
plans

A comparison of manufacturing plans surveyed
by the Conference Board in 1964 and in 1973
reveals that, mn both years, 55 percent provided a
maximum of 26 weeks of benefits About 20 per-
cent of the 1973 plans extended benefits for longer
than 26 weeks (typically for 52 weeks); fewer
than 5 percent did so 1n 1964 As a result, the
proportion of plans that limited benefits to only
13 weeks has declined—from approximately 30
percent of the 1964 plans to 15 percent of the
1973 plans

The Conference Board study also collected
data on formal paid sick-leave plans Fifty-six
percent of the nonoffice plans, 50 percent of the
office plans, and 838 percent of the managerial
plans provided for 1 or 2 weeks’ sick leave per
year, with the remaming plans providing maxi-
mums of longer duration According to the Con-
ference Board, the duration of sick-leave benefits
has apparently changed Dittle

Forty percent of the nonoffice plans and 33
percent of the office plans surveyed 1 1973
allowed an employee to carry sick pay that was
not used m a given year over into the next year
Sick-pay benefits were given in the case of
normal pregnancy by approximately 25 percent
of the plans

The use of formal sick-leave arrangements to
meet the wage-loss problem created by sickness
has been growing in importance, and by 1974 such
provisions were applicable to more than one-third
of all employees with private disability protec-
tion, compared with less than a fourth 1in 1960
Most of these plans, however, were used to sup-
plement nsurance benefits payable under group
accident and sickness policies, usually by pro-
viding payments during the waiting period or by
bringing the msurance benefit up to the level of
full pay Only about 40 percent of the employees
with sick-leave protection mn 1974 relied on paid
sick leave as thetr exclusive source of protection,
1n 1960 the ratio was almost one-half

Long-Term Disability

Group long-term disability income plans, which
were first developed for managerial and office
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employees m the late 1950’5, are designed to
supplement. the short-term protection provided
through group accident and sickness insurance
pohcies or sick leave™ Benefits usnally begmn
after the employee has been totally disabled for
6 months and continue until age 65 The size of
the long-term monthly benefit 15 generally stated
as a percentage of pay (50-60 percent} up to a
maximum of $1,000-$2,000 per month, less part
or all of the disability msurance benefits paid
under the Social Security Aet or other statutory
benefits, such as workmen’s eompensation

Both the HII and the Conference Board
studies show that the characteristics of these
plans have changed little over the years Accord-
mg to the HII study of new long-term disability
policies covering 25-499 employees, benefits were
provided until age 65 for 85 percent of the
employees m 1965 and 83} percent m 1975 The
remammg employees had their benefits limited
to a specified number of years or sometimes, n
ease of accident, continued until death The pro-
portiton of employees m plans that commence to
pay benefits after 3-6 months was about 33-84
percent 1n both years The Conference Board,
likewise, reported 1n 1ts 1965 and 1973 surveys
that most plans pay benefits until age 65 (88
percent n 1973) and require a 6-month waiting
period before benefits begin (60 percent 1n 1973) ,
23 percent have a 3-month elimmation period *

As might be expected, what has changed 1s the
maxmum available monthly mmcome benefit Ac-
cording to the HII study, 94 percent of the
employees 1n plans with 25-499 employees in 1975
had a maximum of $1.000 or more, compared with
76 percent m 1970 The Conference Board re-
ported that i 1873, 46 percent of the plans set
the maximum monthly benefit at 60 percent of
pay and 29 percent provided for 50 percent of
pay In 1965, 20 percent of the plans had set
the maximum at 60 percent and 50 percent at
half-pay

Tong-term disability 1s one of the few benefits
paid for completely by employees to any extent

The data in this article on long-term disabiluty vefer
exclusively to group long term disability policies under-
written by private insurance companies—generally de
fined as those providing benefit durations of 2 years or
more

Y Tgvid A Weeks, “Long-Term Disability Insurance—
Your Next Employee Benefit?’ Conference Board Record,
Jannary 1865, page 19

The Conference Board reported that employees
paid the entire premmum 1 approximately one-
fourth of the plans surveved mn 1973 The cost
was shared by the employee and the firm in
another fourth of the plans, and the firm paid
the entire premium m the remaming half A
comparison with the results of the 1965 survey,
however, reveals a defimte trend toward the
company’s paying more of the cost of the plan
In 1965 only 25 percent of the plans were non-
contributory and 33 percent of the plans required
the employee to pay the entire premium

Life Insurance and Death Benefits

Almost all employees covered through their
place of employment against the contingency of
death are protected through group Iife insurance
contracts purchased from private msurance com-
panies by employers, unions, mutual benefit asso-
clations, and union-management funds A small
number of employees are protected through self-
msured benefits, often termed “funeral” or
“death” benefits, that are provided by unions
or fraternal organizations for their members

Lafe imsurance policies provide cash benefits
to an employee’s survivors m the event of his
death, whether on or off the job and whether
from natural or accidental causes The protec-
tion provided 1s usually 1-year renewable term
msurance, with no cash surrender, paidup, or
other nonforfeitable features The benefit amounts
are most frequently graduated aceording to
annual salary (commonly the eqmivalent of 1-2
years’ salary) but may he in flat amounts {the
same for all employees regardless of salary) or,
occasionally, 1 amounts related to periods of
service or class of employment

With the growth of pension plans, death bene-
fits have taken other forms Growing i signifi-
cance are arrangements for the payment of a
lifetime penston to the spouse of a long-service
employee who died before retirement, generally
when he would otherwise be elizible for an early
retirement benefit **

Over the past decade the characteristics of
group hfe msurance policies have ehanged little,

¥ Por discussion of these benefits, see Alfred M
Skolmk, “Private TPenslon Plans, 1950-7T4," Sncwal Secu-
rity Bullefin, June 1976
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except to provide gher benefit levels For the
most part, these higher levels reflect higher wage
and salary levels but some trend toward providing
greater protection m relation to annual salary
15 apparent Thus, the Conference Board study of
1973 found that among salary-graduated plans,
the median benefit was approximately twice the
base salary, somewhat gher for manageral
employees, somewhat lower for employees
negotiated .plans In a 1961 Conference Board
study, only 30 percent of similar plans provided
coverage of twice the salary or more *

Among companies providing umform or flat
benefits for nonoffice employees the median bene-
fit 1 1973 was $5,000 In 1961, only 22 percent
of a simlar group of uniform benefit plans
provided coverage of $5,000 or more In the
lIatest of these surveys, plans providing um-
form benefits, although dechining in number, still
represent a sizable number (35 percent)

The Conference Board surveys show a strong
trend toward noncontrtbutory group basic Iife
msurance plans, with a doubling of the imncidence
of such plans (to 54 percent) smnce 1961 This
trend 18 not so pronounced, however, when sup-
plemental or optional Iife insurance plans are
considered These are plans that make additional
Iife msurance coverage available to workers who
are willing to assume all or part of the add:-
tional cost

Group Iife msurance for dependents of em-
ployees—typreally m the form of $1,000 bural
policies—remains a minority practice The 1973
Conference Board study found that 15 percent of
the plans surveyed provided such benefits for
office employees and 11 percent for nonoffice
employees A 1964 Conference Board study found
that 11 percent of the manufacturers surveyed
followed this practice 2!

A majonity of plans continue some part of
group life coverage for an employee who retired,
but the prevalence of this benefit apparently has
not mcreased during the past decade The Con-
ference Board found that 72 percent of the m-
dustrial companies 1in the 1973 study continued
hfe insurance after retrrement, compared with
76 percent of a group of manufacturers m a

® Harland Fox, “Group Life Insurance, 1961," Manage-
ment Record, November 1962, page 6

® The Conference Board, Personnel Practices in Fac-
tory and Office Manufacturing (Studies in Personnel
Policy, No 194), 1964, page 99
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1963 study # When protection continues after:
retirement, most plans reduce the amount of
msurance on either & gradual or one-time basis

The Conference Board reports that group life
msurance for retired workers has shown a trend
toward smaller benefits (as a percentage of pre-
retirement coverage) and toward the practice of
reducing benefits 1mmediately upon retirement
rather than gradually over a span of years fol-
lowing retirement, In 1973, the median postre-
tirement benefit was one-third of the amount of
Iife mnsurance i effect just before retirement
In the 1963 Conference Board study, the median
was usually 50 percent of the preretirement
benefit

As a pgeneral rule, the employer pays the
entire premmum for that part of the coverage
continued after retirement The 1973 Conference
Board study showed that 83 percent of the -
dustrial companies paid the full premmum for
postretirement coverage, compared with 77 per-
cent of manufacturers m 1963 :

Accadental Death and Dismemberment Insurance

About three-fourths of the employees covered
by group hfe msurance had accidental death
and dismemberment riders® attached to their
policies m 1974—a moderate mcrease from the’
roughly two-thirds of a decade before These
riders provide cash benefits mn the event of death
or dismemberment caused by accidental means
and customarily cover both occupational and
nonoccupational accidents

The amount of the benefit 15 often the same
as that under group hfe mnsurance and deter-
mined m the same manner, though frequently the '
maximum 1s lower The full amount 13 pmd 1n
the event of accidental death, the loss of the
sight of both eyes, or the loss of two members
of the body One half the amount 15 paid for
the loss of the smight of one eye or the loss of
one limb i

According to the 1973 Conference Board study,
the salary-graduated accidental death and dis-

S Iartand Fox, “Life Insurance for Retired Em-
ployees,” Managenient Record, February 1963, page 12

®The data in this article on accidental death and
dismemberment Insurance refer exclusisely to group®
policles issued by private Insurance companies
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memberment benefit was 1dentical to the em-
ployee’s group hfe insurance coverage i 70
percent of the plans In a 1961 Conference Board
study, the median accidental death and dismem-
berment benefit was less than the median hfe
msurance benefit 2¢

In addition to higher benefit levels, a trend
toward noncontributory plans 1s noted Eighty
percent of nonoffice workers’ plans surveyed by
the Conference Board in 1973, for example, re-
quired no emplojee contribution, m 1964 only
57 percent of the plans for blue-collar workers m
manufacturing were noncontributory #* A sumilar
shift 13 apparent for office employees

Supplemental Unemployment Benefits

Supplemental unemployment benefits (SUB)
were first introduced on a large scale 1n 1955 as
a result of umon-company negotiations n the
automobile mdustry During the next few years
the plans spread mto aluminum, can, gas, mari-
time, rubber, and steel mdustries, but since then
they have shown little tendency to expand fur-
ther The SUB plans 1n the automobile, rubber,
and steel industries are of prime importance sice
they cover about three-fourths of the workers
with such coverage

Under the automobile plans, for example, the
mtent 18 to ensure that combmed State and
private unemployment weekly benefits wmill be
equivalent (after a 1-week waiting period) to
95 percent of take-home, straight-time pay minus
a flat 8750 (to take mto account work-related
expenses such as transportation and lunches, not
mcurred) After unemployment benefits under
the State programs are exhausted, SUB payments
are ncreased 1n like amount

The plan 1s designed to pay benefits for as
long as 52 weeks The employee earns one-half
of one “credit unit” for each full week of em-
ployment, up to 52 units One eredit unit 15 good
for 1 week’s benefit when the fund 1s fully valuéd
If the fund 1s not fully valued then the credit
units are deflated according to a table that takes
mto account, 1 part, the semority of the mdi-
vidual applying for benefits

# HMarland Fox, “Group Life Insurance, 1961,” op ctt,
page 12

®The Conference Board, Personnel Practices in Fac
tory and Office Manufacturing, loc cit
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SUB benefits are completely financed by em-
ployers In 1974, contribution rates m the auto
industry ranged from 7 cents to 12 cents an
hour, depending on the level of the fund In the
steel industry the maximum funding figure was
15 cents an hour and the SUB maximmum benefit
was $100 a week for an employee without
dependents when the employee was receiving State
unemployment 1nsurance benefits and $135 a week
when the employee was not recelving such benefits

Technical Note

The historical series on coverage appearing
m table 1 has been revised i decordance with
the concepts discussed 1 “Revised Coverage Esti-
mates for Employee-Benefit Plan Series,” mn the
October 1975 1ssue of the Burrerin, Differences
between the figures published here and i the
October 1975 article are maimnly due to revisions
m the data furnished by the Institute of Lafe
Insurance and the Health Insurance Association
of America

Estimates on private health msurance coverage
for workers are derived from reports of gross
enrollment by the Health Insurance Association
of America, the Blue Cross Assocration, the
National Association of Blue Shield Plans, and
the independent health plans?’ Data for indi-
vidual segments of the health mdustry are esti-
mated first and then adjusted by the Social
Security Admmstration to exclude workers not
actively employed because of sickness, retire-
ment, layoff, or job shifts and to allow for dupl-
cation resulting from participation 1n more than
one plan, using benchmark data from a specral
household survey® of employed workers in con-

% IMealth Insurance Institute, Source Book of Health
Insurance Data, 1975-76, Health Insurance Assoclation
of America, Group Health Insurance Coverages in the
United Stqies, 1972-7%, and Institute of Life Insurance,
Group Iafe Imsurance and CGroup Annuity Coverage in
the United Rtates, 1971-1} and Pension Facts, 1975

7 Marjorle 8mith Mueller and Paula A Plro, “Prlvate
Health Insurance in 1974 A Review of Coverage, Enroll-
ment, and Finaneial Experience,” Social Security Bulle-
tin, March 1976, pages 3-20, and earlier artlcles In the
serles

= Walter W Kolodrubetz, “Group Health Insurance
Coverage of Full-Time Employees, 1972, Social Security
Bullefin, April 1974, pages 17-35, and “Employee-Beanefit
Plans, 1972," Soctel Security Bulletin, May 1974, pages
15-21
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junction with the April 1972 Current Population
Survey

In estimating employee coverage, the enroll-
ment data are classified by age—those under age
65 and those aged 65 and over For group com-
mercial health msurance, data on employees under
age 65 are from Group Health Insurance Cover-
ages in the Unated States, annual 1ssues This
publication breaks down the enrollment data be-
tween employees and dependents For other plans
except union and company plans, the data are
first adjusted to exclude nongroup plans (esti-
mated to account for 10~25 percent of gross enroll-
ment) and then the number of covered employees
under age 65 are estimated by applying the
employee-dependent factor derived from the
commercial group msurance data For group
major-medical msurance under commercial poh-
cies a further adjustment for duplication between
supplementary and comprehensive coverage 1s
made m accordance with information presented
m Source Book of Health Insurance Data, 1975~
76, page 27 Data for employees aged 65 and over
are derived from gross enrollment data m the
Burretin’s private health mnsurance series? and
m the Source Book, reduced by roughly five-
sixths to exclude dependents and nonworkmng
participants

The cumulative data thus derived from the
mdividual msurers are then tied mn to the
benchmark data for 1972, and the data for years
before and subsequent to 1972 are estimated by
applymg to the 1972 benchmark data the per-
centage changes m the coverage figures reported
by the private msurers

The coverage estimates of private retirement
plans are based on gross figures for mnsured and
nonmsured plans, adjusted to exclude workers

= Marjorie Mueller and Paula Piro, op ot
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not actively employed, workers with dual cever-
age, and workers with vested rights, on the basis
of benchmark data from a special survey of
pension coverage of employed workers conducted
m April 1972% Estimates for subsequent years
are based on trends mdicated by the financial
data and worker-beneficiary relationships re-
ported by the Institute of Life Insurance and
the Securities and Exchange Commission

Data on group life msurance coverage from the
Institute of Lafe Insurance are modified to ex-
clude group plans not related to employment
This adjustment 1s made mm accordance with
special surveys conducted by the Institute on the
extent to which group Iife msurance protection
covers employer-employee groups®

The historical series on contributions and bene-
fits in tables 3 and 4 have also been revised from
the data appearing m the May 1975 Buireriy
For group hfe msurance, the new, higher esti-
mates take mnto account the latest data developed
by the Institute of Life Insurance on the exient
to which group life msurance contributions and
benefits refer to employment groups For tempo-
rary disability insurance, the changes take into
account (1) additional amounts of contributions
and benefits paid under funded self-insured plans,
which had been previously underestimated, and
(2) revisions 1n formal paid sick-leave benefit
estimates *? Changes 1n health insurance estimates
primarily involve the updatmg of prelimmary
data

* See Walter W Kolodrubetz and Donald M Landay,
“Coverage and Vesting of Full time Employees under
Private Retirement Plans,” Social Security Bulletin,
November 1973, pages 20-3G, and the techmical note in
AlMfred M Skolnik, “Private Penslon Plans, 1950-74,”
Social Securtty Bulletin, June 1976

® Institute of Life Insurance, Life Insurance Fact Book,
19%4, page 32, and unpublished data

®Damel N Price, “Cash Benefits for Short-Term
Sickness, 148-74," Soctal Security Bullefin, July 1976



