Employee-Benefit Plans, 1975

Despite the national decline in the number of
employed workers i 1975, the number of workers
covered under most typez of employece-benefit plana
inoreased shghily Contributions and benefit pay-
ments underwent the greatest change Total con-
tributions increased 1Y percent and dbenefit pay-
ments rose 14 percent In part this change can De
attributed to wnflation, but 1t also reflects real
growth in contributions and paymenis for most
types of plans, partwularly those for relirement
and health care benefita Review of the prwvale
pengion plans shows that an increasing number
twere termanated in 1975, bul the reason has not
been determined, coniributions to these retirement
plans showed one of the largest annual increages
ever

IN 1975 WORKER coverage for most types of
employee-benefit plans increased shightly despite
a 2 percent decline nationally i the number of
employed workers By the end of the year an
estimated 62 4 xmllion persons were protected for
Iife mmsurance and death benefits, 582 million
for some type of health care benefits, and 303
million for retirement benefits These estimates
represent an annual growth of 1-3 percent 1n the
number of workers who have such protection, with
coverage for life insurance growing most rapidly
during the year Of the major categories of
worker benefits, only temporary disability showed
a declime m the number covered, which dropped
2 percent to 31 1 mithion

The most noticeable changes 1n 1975 were 1n
the amounts of contributions and benefit pay-
ments Aggregate contributions to employee-
benefit plans ncreased approximately 17 percent
to an estimated $67 3 billion Total benefit pay-
ments are estimated to have risen 14 percent to
$479 billion Although a part of this growth can
be attributed to mflation, these changes also re-
flect & real growth 1n aggregate contributions
and benefits for most categories of benefit plans,
particularly for retirement and health care plans,
which account for 85 percent of all contributions
and 83 percent of the total benefits paid in 1975

* Divislon of Retirement and Survivors Studles, Office
of Research and Statistics, Social Becurity Administra-
tion
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An “employee-benefit plan,” as defined here,
18 any type of plan sponsored or initiated uni-
laterally or jontly 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 13 to m-
clude plans that provide 1n an orderly predeter-
mined fashion for (1} mcome maintenance during
periods when regular earnings are cut off because
of death, accident, sickness, retirement, or unem-
ployment and (2) benefits to meet medical ex-
penses associated with i1llness or injury The series
thus excludes such fringe benefits as paid vaca-
tions, holidays, leave with pay (other than formal
sick leave), legal a1d, savings and stock-purchase
plans, discount privileges, and free meals

Private plans written i comphance with State
temporary disability insurance laws are included
i the series, but workers’ compensation and
statutory provisions for employer’s hability are
excluded Severance-pay provisions are mcluded
only to the extent that they are associated with
the supplemental unemployment benefit (SUB)
plans

Government employees who are covered by
plans underwritten by nongovernment orgamza-
tions are included in the series, whether or not
the government umit contributes (as an em-
ployer) to the financing of the program Spe-
cifically mcluded here are plans providing gov-
ernment civilian employees with group hife in-
surance; accidental death and dismemberment
msurance, and hospital, surgieal, regular medical,
and major-medical expense insurance Those re-
tirement and sick-leave plans for government
employees financed and adminstered directly by
government are excluded from the series

f

OVERVIEW

Coverage

As table 1 shows, the estimated number of
workers covered by most employee-benefit plans



TasLe 1 —Estimated number of wage and salary workers covered under employee-benefit plans,' by type of benefit,

selected years, 1950-T5

{In millions]
Type of beneflt 1950 1953 1960 1965 1970 1971 1672 1973 1974 1975
All wage and salary workers
Life insurance and death beneflts 2 . . . __ R R, 19 4 281 M2 41 8 61 8 531 55 2 57 8 80 6 82 4
Accidental death and dismemberment * - - — - B 1 156 20 9 28 4 387 29 2 40 7 427 44 3 46 5
Hospitalization + 4 . - .- . P, 248 328 393 457 531 53 2 54 2 56 8 87 6 58 2
Wrilten in compliance with law . o em ew o ee e oe o 12 14 12 3 4 4 4 4 4 4
Burgical 4. - . - e - . - = e mes 177 30 2 37 4 43 4 51 5 517 52 9 85 4 56 1 i)
Rogular medical 4 _ - - e e e aa - 82 2 2 28 2 38 2 45 0 48 3 49 4 53 7 54 9 56 1
Major-medical expenses ¢ . .- e e aa - - 22 88 16 8 24 6 257 2% 4 276 25 2 2086
Wage and salary workers in private indusiry
Retirement? _ . . - . . - - 88 142 18 7 218 261 26 4 275 29 2 208 03
Temporary disability, including formal sick leave ® 201 235 24 5 24 3 27 a0 1 813 320 317 311
Wrtten in compliancewrthlaw _ . . _ . . . . . _ 66 68 L] 64 71 68 71 72 70 70
Long term disabllity® . . | _ _ P 14 70 80 98 10 8 11 s
Supplemental unemployment 0 __ R 10 17 21 22 22 20 21 20 19

! Plans whose bensgfits flow from the employment relationship and are not
underwritten or pald directly by government (Federal, State, ot local) Ex-
eludes workmen 5 compensation required by statute snd employer's lability

* Group and wholesale life insurance coverage based on data from American
Councll of Life Insurance, Group Life Inaurance and Group Annuity Coverages
in the Unated States, annual issues modified to exclude group plans not related
to employment, excludes coverage under servicemen s group life insurance
plan Belf insured and upfunded death benefit plan coverage based on 1976
survey of various tradé-union, mutual benefit association, and company ad
minisiered and jolntly administered plan reports filed with the Department
of Lahor under the Wellare and Pension Plan Disclosure Aet

* Data from Health Insurance Association of America, Group Health In
surence Coverages in the United States annual 1ssues

¢ Data from * Private Health Insurance in 1975 Coverage, Enfollment, and
Financial Experience, Social Secursty Bulletin, June 1977 Health Insurance
Assoclation of Amerlea {see footnote 3) and Health Insurance Institute, Source
Boot; of Health Insurance Date 1576-77 Data modified to exclude participants
not actively employed and to altow for duplication resulting from participation
in more then one plan, nsing benchmark data from special household survey
of employed workers eonducted in conjunction with the April 1972 Current
Population Survey Includes employees covered by group comprehensive
raajor medical expensa insurance

i Includes private hospital plans written in compliance with State temporary
disability insurance law in California, shown separately below

* Represents coverage under group supplementary and comprehensive
mstliortmg)dical Insurance underwritten by eommercial insurance carriers (ses
potnote

mcreased modestly 1 1975 despite a 2-percent
dechine 1 that year in the number of employed
wage and salary workers Of the types of benefit
plans ncluded 1 this series, only temporary
disability and SUB plans showed a decline 1n the
number of covered employees

The 1975 estimates of coverage mark a con-
tinuation of long-term trends in the growth of
employee-benefit plans In the 26 years for which
estimates are avallable, three patterns have
emerged First, coverage under retirement plans
and for the four categories of health benefits
increased rapidly for approximately 10 years In
subsequent years, however, the rate of growth
In. the number of covered workers declined
markedly In recent years the trend m health
benefits and for retirement plans apparently has
been more toward providing broadened protec-
tion to workers already covered than toward ex-
panding coverage to greater numbers of new
groups of workers

Second, coverage under life insurance and
accidental death benefits plans has been extended
to large numbers of new workers in recent years

20

7 Estimaled by the Social Security Administration primarily from data
compiled by the American Couneil of Life Insurance, Pension Facts, 1876,
and the Becuritlez and Exchange Commission, 197§ Survey of Pruwate Non
ingured Pension Funds Data adjusted for duplheation resulting from participa-
tion in more than one plan and the vesting of benefits, using benchmark daia
{rom special household survey of employed workers condueted in conjunction
with the April 1972 Current Population Survey Includes pay as-you go and
deferred profit-sharing plans, plans of nongroﬂt organizations, unlon pension
plans, and rajlroad plans supplementing the Federal railroad retirement pro-
gram Excludes pension plans for Federal, 8tate, and local employees tax
sheltered annuity plans, and plans for the seliemplayed

1 Includes private plans written in compliance with State temleorm'y dis
ab{lity insurance laws in California, Hawaii, New Jersey, and New Yor
shown separately below Data from Health Insurance Councll, A Survey of
Acerdentand Flealth Coperage in the United States, 1950, and the Health Insurance
Asgociation of America (zee footnote 3) adjusted to exclude credit accident and
health insurance Data for 1%:0 modifled slightly to adjust for effect of State
temporary disability insurance laws on formal paid sick leave and other self
‘i:ﬂsur?]dtp an coverage Data for 1950, 1955, and 1960 include group long-term

sability

* Data from Health Insurance Institute (see footnote 4)

 Based on trade union snd industry reports, * Financing Supplementai
Unemployment Benefit Plang, ' Monihly Labor Remew, November 1869,
anhd a 1976 survey of reports filed with the Department of Labor under the Wel
fare and Pension Plans Disclosure Act Excludes dismissal wage and separa-
tion sllowances, except when financed from supplemental unempleyment
benefit funds covering temporary and permanent lnyofis

Take retirement and health benefits plans, the
most rapid expansion of coverage for these
benefits occurred during the first 10 years for
which estimates are available

The coverage growth rates, however—begin-
ning with 1960 for life msurance and accidental
death and dismemberment insurance—did not
drop off as much m relation to the earher period
as did the rates for retirement and health plans
In the most recent period, 1970-75, coverage for
Iife insurance and accidental death and dismem-
berment benefits has increased at an average
annual rate of 4 percent, compared with 2-3 per-
cent average annual growth rates among refire-
ment and health plans (except for a 4-percent
average annual rise In major medical care
coverage).

Third, for temporary disability benefit plans,
long-term gamns 1n coverage have been moderate
The number of workers covered by SUB plans
has been about the same since 1956, fluctuating
narrowly over the years

At the end of 1975 an estimated 624 milhon
workers were covered for hfe insurance and
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death benefits, a 3-percent mncrease over the pre-
vious year in the number of covered workers
Since 1972, 1ife insurance and death benefits have
become the most common form of employee
benefit, with coverage for these benefits exceed-
mng that for hosprtal insurance for the first
time in the years for which estimates are avail-
able Coverage under accidental death and dis-
memberment insurance plans increased by ap-
proximately & percent over the previous year to
mclude an estimated 46 5 million employees at
the end of 1975

As noted above, recent trends in health bene-
fits coverage have been more toward providing
broadened health care to persons already having
some health insurance protection than toward
extending coverage to greater numbers of new
workers This pattern remains unchanged n 1975
Hospital and surgical coverage mncreased approxi-
mately 1 percent so that by the end of the year
an estimated 582 mllion workers were covered
for basic hospital expenses and 566 million
workers were protected by surgical-expense 1in-
surance Since the early 1970%, regular medical
coverage has reached rough parity with hospital
and surgical coverage, and m 1975 the number of
workers covered for this benefit mcreased 2 per-
cent to include approximately 561 million per-
sons Major-medical msurance protection 1s the
most rapidly expanding form of health care
protection, having risen approximately 5 per-
cent 1 1975 to cover an estinated 296 mmllion
workers

The number of workers 1n private industry
covered for retirement benefits increased by 2
percent to an estimated 303 mullion employees
m 1975 Generally, the growth pattern for these
benefit plans 1s comparable with that for health
care benefits—that 1s, 1n recent years aggregate
coverage estimates have grown modestly The
trend has been toward reducing the minmimum
service requirements that an employee must meet
to qualify for full benefits A greater propor-
tion of private pension plans have been providing
early-retirement, disability, and survivor bene-
fits for eovered workers?

Coverage for temporary disability and supple-
mental unemployment benefits declined in 1975
At the end of the year an estimated 311 milhion

1Alfred M Skolnik, “Private Pension Plans, 1950-74,"
Rocial Becurity Bulletin, June 1976,
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employees were covered for temporary disability
benefits, a 2-percent drop in coverage from the
previous year’s estimate The number of workers
covered under temporary disability plans has
declined five times in the years for which such
data are available Contrary to this pattern,
coverage for long-term disability insurance has
mcreased steadily since 1t was introduced as an
employee benefit in the mid-1960’s By the end
of 1975 an estimated 115 million workers were
protected for these benefits, a 4-percent rise
from the estimated number of covered employees
n 1974

Coverage for supplemental unemployment
benefits 1s concentrated in the automobile, rubber,
and steel industries, and traditionally far fewer
workers have been covered for these benefits than
for the other categories of employee benefits 1n-
cluded i this series Because of the relatively
high rates of unemployment during 1975 1n the
mdustries providing supplemental unemployment
benefit protection, the number of workers cov-
ered under these plans dechined to 19 million

The proportion of employed wage and salary
workers covered for each category of employee
benefits except supplemental unemployment
benefits was greater 1n 1975 than 1n 1974, as table
2 shows The yearly gams ranged from 1 percent
to 4 percent, with the largest imncreases m the
proportion of workers covered under life insur-
ance and accidental death benefit plans At the
end of 1975, more than three-fourths of the em-
ployed labor force had Life msurance coverage
Somewhat less than half of the wage and salary
workers 1n private industry had pension cover-
age, and a simlar proportion was protected by
temporary disability plans Seventy-two percent
of the employed labor force was covered by some
form of health care insurance, and 18 percent
had long-term disability protection Only the
proportion of workers covered under supple-
mental unemployment benefit plans—less than
3 percent of the labor force—declined

One of the eflects of the declhine in the em-
ployed labor force in 1975 was that for each
category of coverage except supplemental un-
employment benefits, the proportion of all wage
and salary workers with benefit protection rose
more rapidly than did the absolute numbers of
covered workers (The rate of increase in the
proportion of workers covered ranged from 1



TasLE 2 —Estimated number of wage and salary workers under employee-benefit plans' as percent of employed wage

and salary labor force, selected years, 1350-75

Type of benefit 1950 1955 1960 1965 1970 1971 1972 1973 1974 1975

Covered employees as percent of all wage and salary workers

Life insurance and death benefits .  __ .. . ... .. . ....|] 38 50 8 518 837 69 0 705 711 712 735 3

Accidentsl death and dismemberment. . . . ... . . . ... 16 2 28 2 85 3 431 51 6 52 0 52 4 527 537 578

Hospitalization W e mm e me e em e e e e e a 48 6 59 3 66 & 69 4 07 70 8 89 8 700 69 9 722

Burgical - - e e e - wae- mm e = = 35 4 54 6 833 859 88 8 68 6 68 1 68 3 68 1 01

Regular medical . e o e e e mam e e moem - 16 4 3 6 477 58 0 63 9 641 63 6 602 66 5 69 5

Major-medical expense e e w e o e e . R 40 148 25 2 a2r 31 30 LT 42 7
Coviergd etmpgoyees 83 percent of wage and salary workers in private

ndustry*

Retirement __ P . e e 2 o a mmoee m oeam a 25 206 372 385 421 42 6 431 43 7 44 0 46 2

Temporary disability, incleding formalslckleave _ __ .. .. . . 46 49 1 48 7 443 a7 9 48 7 49 1 47 ¢ 46 8 47 5

Long-term disability _ U T - 34 1m2 128 148 158 15 4 17 6

Bupplementalunemployment ... ... - . .. . - .o o .| . 21 34 38 34 36 31 31 30 29

1 Plans whoss heneflts flow from the employment relatlonship and are not
underwritten or paid directly by government {Federal, State, or local) Ex-
cludes workmen s compensation tequired by statute and employer 8 liability

1 Coverage of private angd 1Y'ublllc employees related to average number of
private and government full ime and part-time civillan employees (807
milton {n 1975) from table 8 7in Sureey of Current Business, Tuly 1976, and table

percent for temporary disability benefits to 7
percent for accidental death, major-medical, and
long-term disability benefits As noted earlier,
the greatest yearly rate of merease in the absolute
numbers of covered workers was 5 percent for
accidental death and major-medical benefits )
Consequently, recent declines in the proportion
of the employed labor force covered for hospital
and surgical expense msurance and for temporary
disability insurance were arrested

Contnibutions

Employer-employee contributions to employee-
benefit plans totaled $67 3 bilhion 1n 1975 (table
3) 'This amount was $9 6 bithon, or 17 percent,
more than contributions mn 1974 and was one of
the largest annual increases in contributions to
benefit plans If one adjusts for the effects of
mflation as measured by the Consumer Price
Index of the Bureau of Labor Statistics, how-
ever, the rate of icrease was less noteworthy Ex-
pressed 1n terms of constant dollars, contribu-
tions went up 7 percent in 1975, a rate equal
to the average annnal rate of imcrease over the
preceding 10 years

Followmng a pattern set by 1970, the largest
current-dollar increases 1 contributions were
for health and retirement benefits Combined
employer and employee contributions for private
pensions rose by $48 billion to $298 billion m
1975, health benefits contributions by $4 0 billion
to a total of $27.1 billion

Contributtons for group life mmsurance rose to
$5 1 ballion n 1975—$378 8 mullion more than the

22

67 in National Income and Product Accounts of the United States, 1929-74, De
partment of Commerce, 1977

¥ Coverage of private employees related to average number of wage and
salary employed labor foree in private induostry (65.6 milllon §n 1975) from
sourees in footnote 2

1974 total Contributions to temporary disability
plans mereased by $3215 million te $4 7 billion
m 1975 During the year $331 1 million was con-
tributed for accidental death and dismember-
ment msurance and $2400 mmlhion was con-
tributed for supplemental unemployment benefits

Table 4 shows the relation between current
dollar contributions to employee benefit plans
and total wages and salaries paid durmng 1975
Again the largest yearly increases mn contribu-
tions were for health and retirement plans
Viewed as a proportion of all wages and salaries
m prnivate industry, contributions to pension
. plans rose 14 percent to $4 73 for each $100 of
payroll Contributions for all health benefits in-
creased 11 percent from the previous year’s
total to $3 46 per $100 of all wages and salaries
Of the four categories of health msurance in-
cluded mn this series, contributions for major-
medical mnsurance rose most rapidly, increasmng
by 16 percent to 72 cents per $100, The largest
contributions for health benefits, however, were
for hospital expense msurance Contributions to
these benefit plans increased 10 percent in the
12-month period to $169 per $100 of payroll

Proportional 1ncreases m contributions for
other categories of benefits were shght 1n com-
parison to retirement and health care plans
Accidental death insurance and supplemental
unemployment benefit contributions remaimned at
the same level as the previous year Contribu-
tions to short- and long-term disability plans
mereased by 2 cents to 75 cents for every $100
of private mmdustry payroll Lafe msurance con-
tributions also increased by 2 cents to 65 cents
per $100 of all wages and salaries

SOCIAL SECURITY



Tapre 3 —Estimated total employer and employee contributions® under employee-benefit plans® by type of beneflt,

selected years, 1950-75

[In mitlions]
Typa of benefit 1350 1955 1965 1970 1871 1572 1973 1974 1875
Total .. . e e e = ae o ee .o | 83,940 0] $7,850 6 |$12 530 1 [$19,918 & |$34 862 0 |$39,800 1 |$45 428 7 |350 460 1 |$57,740 5 | $67,301 &
All wage and salary workers
Life insurance and death benefits$ . _ - - 450 0 880 5| 1 21 22330 3,5765| 38089 | 43432| 4,343| 47106 5089 4
Aceidental death and dismembermenti. . . 18 4 43 4 0 116 0 224 0 229 0 283 8 302 8 320 2 331 1
Total heslth benefits . . R 86 3] 2,1936] 4 0] 7,520 0 {13877 61157027 |18 2482 | 20500 2 | 23,068 1 | 27 087 O
Hospitalization ¢ _ | N . K24 1951 2 B) 43328 7,563 85784 | 95275 | 105120 | 11,4372} 13212 8
Surgical and regular medical ¥ . - 203 9 w5l 1 21 2,1002| 3,0083| 44898 651523 | 59378 7,022 4 81622
Major-medical expense 7 P a0 0| 10780 23100 2,6350 | 3,5684) 4,050 4| 4608 5 5652 0
Wage and salary workers in private industry
Retirarnent® _ _ _ . - - - 20800 384000 | 54000 | 8,3600 |14 0000 | 16,6400 (185400211000 250200 29,850 Q
Temporary disability, including formal sick
leave® __ _ - - - - 605 3 8591 1,178 9| 15738 38,0749 | 3,2265| 37407 | 53,9388 | 43826 4,704 1
Written tn comphiance wath law e o meeme 79 178 8 238 8 258 4 417 4 442 8 499 3 522 2 517 1 580 2
Supplemental unemployment 10 __ . RN PP, 40 118 9 16 0 109 0 194 0 264 0 224 0 230 0 240 ¢

1 Exclides dividends in grouP [nsurance

? Plans whose benefits flow from the employment relationship and are not
underwrniten or psid directly by government (Federsl State, or loeal) Ex
eludes workmen s compensation required by statute and employer’s liabillty

! Group and wholessle life Insurance premiums based on data from American
Council of Life Insurance, Group Life Mnsurance and Group Annualy Coverages
in the United Stetes snnuslissues, modified to exclude group plans not related
to employment excludes premiums under servicemen 8 group life insurance
plan Belf insured and unfunded death benefits based on 1976 survey of various
trade unfon, mutual benefit association, and compsany sdministered and
jointly administered 1Esl:&ms filed with the Department of Labor under the
‘Welfare and Pensjon Plan Disclosure Act

4 Data from Health Insurance Association of Amenca, Group Health In-
aurgnce Coverages in the United States, annnal jssies

5 Data from * Private Health Insurance in 1970 Coverage Enrollment, and
Financial Experlence,” Sociel Securdy Bulletin, June 1977, and Health In
surance Association of America {see footnote 4) In estimating contributions
for employees under plans other than group insurance snd unionand company
plans, it wag assumed that the propertion of subscription income attribuiabls

lto %f;sployed groups increased gradually from 7o percent in 1950-60 to 84 percent
n

& In¢ludes private hospital plans wnitten in complance with State temporary
disabnlity insurance law in Calfornia, data not available separately

These contributions data, in conjunction with
data on recent trends m worker coverage under
employee-benefit plans, suggest an 1nverse rela-
tionship between the cost, as measured by the
amount of contributions, of providing employee
benefits and expanded growth in the number of
workers protected Estimates of the absolute
amounts of contributions to these plans and of
the proportion of all wages and salaries paxd for
employee benefits indicate that contributions for
retrrement and health care benefits are higher and
have been mecreasing more rapidly than those for
the other major benefit categories

Parallel estimates of the number of employees
covered by the plans and of covered workers as
a proportion of the employed labor force show
that, 1n recent years, the rates of growth m cover-
age for health care, except for major-medical
plan coverage, and retirement plans have been
lower than those for life insurance and accidental
death benefits In fact, the number of workers
covered by Iife msurance plans has surpassed the
number protected by hospital expense msurance

Although the declning rates of growth in
coverage under private pension plans are an
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T Represents premium for group supplementary and eomprehensive major
medi:x)ll insurance underwritten by commercial insurance carrlers {(see foot
note

# Estimated by the Social Security Administration from data complled by
the American Counell of Life Insurance, Fenaton Facts, 1978 and the Secur|
ties and Exchange Comrnission, 1875 Survey of Private Nontngured Pension
Funds Includes pay as you go and deferred profit-sharing plans, plans of non
profit organizations, union pensicon plans and rallroad plans supplementing
the Federal railroad retirement program Excludes plans for Federal, State,
a?d I%cal employees, tax sheltered annuity plans, and plans for the self-eme
ploye

¢ Data from “ Cash Benefits for Short Term Sickness,’ Soctal Security Bul-
letin July 1976, and, for 1975, unpublished Social Security Administration
estimates Includes private plans wrnitten in compliance with State temporary
disabality insurahce laws in California, New Jersey, and New York shown
seperately below (dsta for Hawsi not avalable) Includes contributions
under long term disability policies, not available separately

1e Based on trade unlon and industry reports ** Financing Supplemental
Unemployment Benefit Plans ' Monthly Labor Rewiew, November 1968
and 6 1976 survey of reporis filed with the Department of Labor under the Wel
fare and Pension Plang Disclosure Act Excludes dismissal-wage and separa-
tion allowsnces exeept when financed from supplemental unemployment
bensfit funds covering temporary and psrmanent layoffs

mdicatton 1n part that a high proportion of the
most accessible groups of workers already are
covered for retirement benefits,® 1t also appears
that, 1n general, coverage has been expandmng
m the last several years primarly for those
categories of employee benefits that have com-
paratively lower levels of costs

Benefits

An estimated $479 billion was paid for all
categories of employee benefits in 1975 (table 5).
These expenditures exceeded the amount paid
during the previous year by 14 percent In con-
trast to the relationship shown 1n 1974, however,
the rate of merease m total benefit payments was
somewhat less than the proportional imcrease 1n
total contributions

The largest yearly mcreases 1 benefit expendi-
tures were for health benefits, which rose 17
percent durmng the year Hospital payments n-
creased 18 percent 1n 1975, surgical and medical

2 Alfred M Skolnik, op cit



Tasiz 4 —Estimated total contributions under employee benefit plans® 23 percent of national payroll, by type of beneflt,

selected years, 1950-75

Type of benefit 1950 1955 1960 1985 19720 1971 1672 1973 1074 1975

Contributlons as percent of all wages and salarles ?

Life insuranece and death beneflts o, 034 044 & 54 0 64 068 0 69 o7 0 65 043 065

Accldental death and dismembetment __ .. . .. ... . . .- 1) 02 03 03 04 04 05 ) 04 04

Hospitalization | _ e e o e e e v e e cmmme —m 40 69 9% 124 144 153 158 155 154 1469

Burgical and regularmedical .. _ . .. c. cce v e . am - - = 21 35 49 80 76 80 84 8T 95 104

Major medlealexpense - - .. - . .. - . . .. T 02 18 81 44 47 58 80 62 72
Contributlons as percent of wages snd salaries in private industry 3 >

Retlrement .. . _ - - e e e eem - 167 219 248 2 86 325 366 374 3 82 414 473

Temporary disability, including formal mck leave .. . .. .... 41 49 53 54 71 71 (] 71 73 5

Supplemental unemployment. . . . .. . oee oo L. - 02 05 04 0 04 05 04 o4 04

1 Plans whose benefits flow from the employment relationship and are not
underwritten or pald directly by government {Federal, State, or local) Ex-
cludes workmen's compensation required by statute and employer & liabllity

® Amounts for private and public employees related to private and govern
ment elvilian wages and salaries ($783.4 billion in 1975) from table 8.6 In Survey
of Current Buginess, July 1976, and from table 5.6 ln the Netionat Income and

benefit payments also rose 18 percent in that
year DBenefit payments for major-medical ex-
penses increased at the comparatively lower rate
of 11 percent, although coverage and contribu-
tions for this form of benefit went up at a notice.
ably faster pace than they did for other health
benefits At the end of 1975, payments for all four
categories of health benefits were estimated to be
$24 9 billion, or slightly more than half of the
total expenditures for employee benefits .
Private pension expenditures increased ap-
proximately 15 percent to an estimated $148
billion m 1975 This growth rate corresponded
closely to the overall rise in benefit payments for

Prodiuct Accounts of the United States, 1926-74 (Department of Commerce),
1977 Data for surgical and for regular medical benefits not available separately
5 Amounts for private emplogees related to wages and salarles in private
industry ($630.8 billlon in 1875) from sources In footnote 2
i Includes contributions for long term disability

the year and equaled the average annual rate of
1ncrease recorded for retirement payments for the
preceding 5 years The proportionate share of
total benefit expenditures paid for retirement
benefits had been rising gradually during that
period, and by 1975 pension payments were ap-
proximately one-third of the total benefit ex-
penditures

Except for supplemental unemployment bene-
fit payments, the percentage mcrease in expendi-
tures for other categories of benefits included
m this series was modest, compared with the
rise 1 health and retirement benefits Lafe in-
surance payments rose 5 percent to $3 6 billion,

TABLE § —Estimated benefits paid under employee benefit plans,' by type of benefit, selected years, 1950-75

[In millions]
Type of benefit 1950 1955 1960 1865 1970 1971 1072 1973 1974 1975
Total . e b e m e e e - - | $1 8155 84,075 9 | $7,812 5 |$13,566 7 [$26,115 1 [$20,341 4 [$32,872 4 836,210 3 |$42,011 ¢ | $47,886 8
All wage and salary workers
Life insurance and death benefits* _ _ . . 3100 81 54 1,0176| :,5500| 24631 2,704 2| 2,938 8| 8,197 2| 3,385 2 8,502 18
Accldental death and dismemberment $ —- 16 0 26 1 4 89 5 151 4 170 6 182 2 211 5 255 7 286 2
Total health benefits . . - e e = - JORT| 10029 ( 38982 7,0121 (13,3227 | 14061 6 |16 5300 | 18 260 8 | 21 380 8 | 24 020 2
Hospitalization 4% _ . . . 477 5] 1,241 8} 23550| 4,160 5 1344 8,253 0 F 8,871 7| 9648 2| 11,050 0] 13064 3
Burgical and regular medicald _ . . . _. 231 2 637 1) 211162] 18476 )] 36637 39506 ] 4480 5,185 3] 6,202 8 7,403 6
Major medical expense * _ - - .- 240 4270 10040 2,4150) 2,7400| 83,1870 38,4350 4,020 0 4,461 0
Wage and salary workers in private Industry
tirement 7 _ - - 370 0 8500 1,7200| 3,5200 | 7,360 0 | 8,590 010,000 0 | 11,220 0 | 12,030 0 | 14,810 0
Temporary disability, lncluding formal sick
leave # - . . . - 410 8 7164 10384 1,3331 | 2,541 9| 2,190 | 2,978 4| 32048 | 3,6604 3,798 &
Written in compliance with lomw _ - 54 8 135 2 196 1 197 6| . 307 2 310 4 328 5 353 6 3681 8 400 9
Bupplemental unemployment benefits 9_ . - - - o1 0 620 248 0 296 0 2310 100 400 0 500 0

! Plans whose benefits flow from the employment relationship and are not
underwritten or paid directly by government (Federal, State, or local) Ex
cludes workmen 8 compensation reduired by statute and employer’s liability

2 Group and wholesals life insurance benefits based on data from American
Couneil of Life Ingurance, 7 ife Insurance Fact Book, 1978, modified to exclude
group plans not related to emiployment. excludes benefits paid under service
‘men s group lfe insurance plan Self-insured and unfunded death benefits
bhased on 1976 survey of varous trede union, muiunal benefit assoelatlon and
eompany administered and Jointly administered plan reports fled with the
Department of Labor under the Welfare and Pension Plans Disclosure Act

# Unpublished data from the American Counell of Lite Insurance

4+ Date from “Private Health Insurance jn 1975 Coverage, Enrollment, and
Financial Experience, ' Soctal Secursty Bulletim June 1977

! Includes private hospital plans written in comphance with Btate temporaty
disability Insurance law in California data not svailable separately

¢ Represents benefits pald under group supplementary and comprehensive
major-medical insurapee underwritten by commercial insurance carriers

T Egtimated by the Social Security Administration from data compiled by
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the Amerlcan Council of Life Insurance, Pension Facts, 1876, 3nd the Securities
end Exchange Commission, 1975 Surtey of Private Noninsured Peraion Funda
Includes Fay as-you go and deferred profit-sharing plans, plans of nonprofit
organizations union pension plans, and rallrosd plans supplementing the
Federsl railroad retirement program Exeludes plans for Federal, Btate, and
local employees, tax-sheltered annuity plans, an glans for the gell-employed
! Data from “Cash Benefits for Short Term Sickness, Socigl Security Bul
letin, July 1976, and, for 1975, unpublished Bocial Secutity Administration
estimates Includes private plans wriiten in compliance with State temporary
disability insurance laws in California, New Jersey, and New York, shown
separately below (data for Hawail not available) Includes benefits under long
term disability plans data not avsilable separately
Based on trade-union and industry reports “Financing Supplemental
Unemployment Benefit Plans,' Monihly Laber Reew, November 1069
and 1976 survey of reports flled with the Department of Labor under the Wel-
fare and Penslon Plane Disclosure Act Excludes dismissal wage and separa-
tion allowances, except when financed from Bupplemental unemployment
benefit funds covering ternporary and permanent layoils
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temporary disability payments were $3 8 billon,
a 4-percent increase from 1974 outlays Accidental
death payments rose more rapidly (at an annual
rate of 12 percent), but total expenditures for
this form of worker msurance were lés than
$300 million

Supplemental unemployment benefits m 1975
were a reflection of the high rates of unemploy-
ment 1n those few mdustries with high concentra-
tron of this coverage, particularly the automobile
imndustry, which traditionally accounts for 70-80
percent of the total SUB outlay In 1975, benefit
expenditures for SUB rose 25 percent to an est1-
mated $500 million Although this rate of increase
18 high, 1t 1s much lower than the increase in
1974 when the growth was three times what 1t
had been 1n the previous year

The combmed payments for SUB and hfe,
accidental death, and temporary disability insur-
ance were less than 20 percent of the total annual
expenditure for employee benefits Coverage for
hife msurance was the most common form of
worker benefit, but gronp hfe msurance pay-
ments accounted for only 7 percent of total benefit
payments made m 1975 In the last 10 years, hife
Insurance payments as a proportion of total
benefit payments have declined—from 11 percent
1n 1966 to 7 percent 1n the most recent estimates

As with contributions, the annual inereases 1n
employee-benefit payments are less noteworthy if
one adjusts for the effects of mflation Expressed
m terms of constant dollars, total benefit pay-
ments 1ncreased by 4 percent m 1975 With
price rises taken 1nte account, payments for tem-
porary disability benefits and for hife insurance
and death benefits were somewhat lower m 1973
than m 1974 Benefit payments for all other
categories of employee benefits, however, went
up more rapidly than the price increases meas-
ured by the Consumer Price Index

PRIVATE PENSIONS

The number of private pension and profit-
sharing plans submitted for approval to the
Internal Revenue Service dropped sharply m
1975 while the number of plans that were ter-
minated imncreased, as the following figures show

Estmmates of the number of workers affected
by pension plan termunations are not reported
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Pension and profit-sharing plans, number of —

Year
Plans Participating Plans
apptoved employees, terminated
approved plans)

1973, . & e e
1974 oo - ceeeee -
W . el el -

1,841 242 4,130
1 507,209 4,604
758,447 8,108

Source U 8 Department of the Treasury, Internal Revenue Service, Bene-
fit Plan Determination Letters (quarterty}

routinely An estimate of the proportion of all
workers covered under pension plans that were
termmated 1n 1975 can be projected, however,
from data reported by the Pension Benefit
Guaranty Corporation (PBGC) from a survey
of single-employer defined-benefit plans terminat-
ing 1n that year Approximately half the plans
that were terminated mn 1975 (3,950 plans) were
defined-benefit plans covered under the PBGC
termination Imsurance program By assuming
that the ratio of the number of affected workers
to the number of terminating plans 1s the same
for all terminating plans as it 1s for those
surveyed by the PBGC, 1t can be estimated that
less than 1 percent of the 30 3 million employees
covered by private pension plans i 1975 were
affected by plan terminations in that year

While the large number of pension plan
termmations 1n 1975 has been the focus of much
public concern in recent months, no agreement
has been reached as yet on possible explanations
for these statistics Some observers argue that
many small plans are closing as a result of the
paperwork requirements stemming from the re-
porting and disclosure provisions of the Em-
ployee Retirement Income Security Act of 1974
(ERISA) Others belhieve that the increase m
terminations i 1975 was more a result of general
business and economic conditions

Under provisions of the ERISA legislation,
any person not covered by a qualified private
pension, profit-sharing plan, or public employee
retirement plan can establish an mdividual re-
tirement account (IRA) and thus enjoy the same
tax advantages as self-employed persons and
employees covered by retirement plans® Pre-
Iiminary data from the Internal Revenue Service
indicate that about 114 milhon persons adopted
IRA’s 1n 1975, the first year that IRA arrange-
ments were avallable Survey data from the

*Alfred M Rkolnik, “Pension Reform Leglislation of
1974, Social Security Bulletin, December 1974
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PBGC show that few defined-benefit plan ter-
minations m 1975 involved changeovers to IRA’s

Contributions

Employer and employee contributions to re-
tirement plans were $298 billion in 1975, an
merease of $48 billion from the total in the
preceding 12 months Both i current dollar
amounts and after adjustment for price increases,
this mcrease 15 one of the larger annual rises in
contributions 1n recent years (a 19-percent in-
crease 1n current dollar payments, and a 9-percent
mcrease with contributions adjusted for infla-
tion).

Employers paid 92 percent of the total con-
tributions to retirement plans in 1975 Until
recently, employers were paymg ncreasingly
larger proportions of the total contributions to
pension plans In 1973-78, however, the em-
ployer share of the contributions has remaned
at 92 percent.

As noted previously, contributions to retirement
plans have been increasing more rapidly than
has coverage under these plans This trend 1s
illustrated by the increasing amounts of contri-
bution payments made for each covered worker
In 1975, combmned employer and employee con-
tributions per covered worker were $993, up from
$848 1n 1974 In 1970, contributions per worker
were $535 When these amounts are adjusted for
inflation, the rate of increase mn contributions per
covered worker from 1974 to 1975 was 7 percent

Benefits ::nd Beneficiaries

Retirement benefit expenditures were an esti-
mated $148 bilhion 1n 1975—$19 billion more
than pension benefit payments for 1974 Ths
yearly rate of increase equaled the 15-percent
average annual growth rate recorded since 1970
During this period, 1t 1s estimated that the num-
ber of pension beneficiaries mncreased at an aver-
age rate of 8 percent annually., By the end of
1975, approximately 7.1 mullion persons were
recelving benefits from private pension plans

A rough indication of recent changes in the
levels of pension benefits can be derived by divid-
ing the total amount of annual benefit payments

shown 1n table 6 by an estimate of the average
number of persons receiwving benefit payments
during the year (midyear estimates).* Usmg this
method, 1t can be estimated that the annual outlay
per beneficiary was $2,204 in 1975, compared with
an average payment of $2,074 in 1974 In 1970,
estimated average benefit payments were $1,650
When recent price mcreases are taken into ae-
count, however, the value of average benefit out-
lays shows & decline 1n each of the past 3 years
Expressed 1 terms of 1975 dollars, the adjusted
value of the average benefit payment in 1970
was $2,287, a higher average benefit than that
paid m 1975.

Reserves

Reserves set aside for current and future
pension benefit commitments rose to $212 6 billion
(book value) m 1973, a net addition of $209
billion to reserves during the year The addition
18 the largest absolute increase recorded since this
series began and 1s the largest relative annual in-
crease {11 percent) recorded smce 1968,

The market value of all pension fund assets
rose $339 bilhon m 1975, followmng a $205
billion decline i the previous year Noninsured
pension funds reported assets of $145 6 bilion 1
market value on December 31, 1975, compared
with $111.7 billion the year earher

SOURCES OF DATA AND DEFINITIONS

Estimates of coverage under life insurance
plans are based on group and wholesale hife in-
surance data from the American Council of Lafe
Insurance, modified to exclude group plans not
related to employment Servicemen’s group lhfe
msurance 1ssued to cover members of the Armed
Forces also 13 excluded

Estimates of coverage, contributions, and bene-
fits under self-insured and noninsured death bene-
fits plans are mcluded with the estimates for life
msurance plans reported m this series These
estimates are derived from a recent Bureau of

¢ These estimates are not precise and overrepresent
the average amount of monthly or annual benefit pay-
ments Estlmates of total benefit payments are derived
from data that Include lump-sum payments under non-
insured plans Beneficiary data exclude those persons
recelving lump-sum payments during the year
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TABLE 6 —Private pension and deferred profit-sharing plans ' Estimated coverage, contributions, beneficiaries, benefit

payments, and reserves, selected years, 1950-75

Contributions
Comerus, ront ot yoe Nomber of banee- | Amountoftemtt | osrres ook
(in thousands) Employer (in millions) E:Igi)lllti)ggg) (In (in thousands) (in miljions) ({In billions
Year
Non-

In- Non Non- Non- Non- Non-

Total, | corea, | 38 1 otar | Joo0 1 “in |rotal| T2 | Cin- | Totat{ I8 | i | wotar| XM, | “in }rotat] I0v ) in-
net | “gross’ ’g"f:g' sured | 2ired sured | o yreq sured [ ;req sured ( gyraq s sured | 4 pog
1950, . 08001 2600 7,200 61,750 $720 | 81,030 [ $320 | %2001 $130 450 150 300 $370 $80 $200( 8121 $56 65
1855 . .- | 14,200 | 3800 | 1L 600 | 3280 | 1,100( 2,180 &60 280 280 880 200 690 850 180 670 | 275 13 161
1960 _ .| 18700 4900]16,300] 4,710 118} | 3,520 780 300 480 | 1 780 540 11240 1,720 30| 1,330 ) 5201 188 a1l
1965 . . 21,800 | 62000 19,100| 7.870( 1,770 6,600 090 320 870 | 2 750 790 {1,060 | B,520 720| 2,800} B8R 5[ 273 59 2
1970 ... | 26,300 | 8,800 ,000 | 12,880 860 | 9, 1,420 350 | 1,000 | 4,750 { 1,220 | 3,520 | 7,360 | 1330| 6,030 |1371| 401 0
1971 ... 23,400 | 9000 22,800 | 15,150 | 383011 11,320 { 1 490 870 | 1,120 1 5180 | 1300 | 3880 8500 1,510 7080 )11514| 450 106 4
1972 . 27 500 | 9,600 | 24,000 | 16 940 | 4,200 | 12,740 | 1,600 400 [ 1200 5,650 | 1,850 | 4 200 | 10000 1,700 | 8,800 ] 16787 503 ] 117 &
1973 . .| 29,200 | 10 200 | 25,600 { 19 380 | 5020 | 14,370 | 1,710 440 | 1270 | 6080 | 1,480 { 4600 | 11,2201 1910 0,310 {180 2| 637 | 1265
1004 .. . 20,800 ] 10800 |26 200 23,020 6 Q50| 16,070 | 2,000 640 | 1,460 | 6,300 |1 550 | 4840 | 12,930 | 2,190 [ 10740 191 7| 580 | 133 7
975 .. .- 30,300 | 11,600 | 26 800 | 27,560 | 7,730 | 19 830 | 2 290 600 | 1600 | 7,050 | 1,600 | 5,360 | 34 B10 | 2,480 { 12330 | 2126 | 67 4] 1452

1 Inclndes pay 83 yougo, multiemployer, snd pnion administersd plans
nonprofit organization plans, and rallrgad plans supplementing the Federa
railroad retirement program Excludes penslon plang for Federai, State, and
local government employees, pension plansg for the self-employed, and IRA
{individusl retirement accounts) plans under the Employment Retirement
Income Security Act Insured plans are underwritten by insurance companies,

Labor Statistics survey of plan reports filed with
the Department of Labor 1n accordance with the
reporting provisions of the Welfare and Pension
Plans Disclosure Act

Coverage estimates for accidental death and
dismemberment 1insurance plans are based on data
from the Iealth Insurance Association of
America ‘

Estimates on private health msurance coverage
are derived from reports of gross enrollment by
the Health Insurance Association of America, the
Blue Cross Association, the National Association
of Blue Shield Plans, and independent health
plans These figures are adjusted by the Social
Security Admmastration to exclude workers not
actively employed and to allow for duplication
resulting from participation m more than one
plan, using benchmark data from a special house-
hold survey of employed workers made m con-
junction with the April 1972 Current Population
Survey of the Bureau of the Census

Coverage estimates for temporary and long-
term disability are based on data from the
Health Insurance Association of America, ad-
justed to exclude credit accident and health -
surance These estimates include .private plans
written 1n compliance with State temporary dis-
abiity 1insurance laws in Califormia, Hawau,
New Jersey, and New York.

The coverage estimates of private retirement
plans are based on gross figures for msured and
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noninsured plans are, in general, funded through trustees

* Excludes beneficlaries

1 Ineludes refunds te employees and thelr survivors end Jump sums paid
under deferred profit-sharing plans

Bource Datafurnished primarﬂé by the American Couneil of Life Insurance
ang the Securities snd Exchange Commissjon

noninsured plans, adjusted—on the basis of

- benchmark data from a special survey of pension

coverage of employed workers conducted m April
1972—to exclude workers not actively employed,
workers with dual coverage, and workers with
deferred vested rights from a previous job Esti-
mates for subsequent years are based on trends
mndicated by the financial data and worker-
beneficiary relationships reported by the Ameri-
can Counci! of Life Insurance and the Securities
and Exchange Commission

Estimates of coverage, contributions, and bene-
fits under supplemental unemployment benefit
plans have been revised for the years smce 1968
These new estimates are based on data from a
1976 Bureau of Labor Statistics survey of SUB
plan reports, filed for the years 1968-73, under
the Welfare and Pension Plans Disclosure Act
Estimates for 1974 and 1975 were projected by
the Social Security Admimstration from this
survey data, supplemented by data from the Na-
tional Income Accounts of the Department of
Commerce,* and by materials from trade-union
and industry sources Estmmates for the years
before 1968 are based on a previous Bureau of
Labor Statisties survey of SUB plan reports®
The estimates reported here exclude dismissal-

5 See the Survey of Current Business, July 1876, table
613

*See Emerson H Beler, “Financing Supplemental Up-
employment Benefit Plans,” Monthly Labor Review,
November 1969
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wage and separation allowances except when such
payments are financed by SUB funds covering
temporary and permanent layoffs

The estimates of contributions and benefits
m the employee-benefit plan series are based,
for the most part, on reports by private msur-
ance companies and other nongovernment
agencles

Contributions under msured pension plans are
cn a net basis, with dividends and refunds de-
ducted Contributions under nommnsured plans are,
for the most part, on a gross basis, and refunds
appear as benefit payments Data on contribu-
tions, benefits, and reserves under insured plans
are adjusted to exclude tax-sheltered annuities
and the self-employed

The number of beneficiaries under pension
plans refers to only those persons recerving

periodic payments at the end of the year. The
retirement benefit amounts under nonmsured plans
mclude (1) refunds of employee contributions to
mdividuals withdrawing from the plans before
retirement and before accumulating vested de-
ferred rights, (2) payment of the unpaid amount
of employee contributions to survivors of pen-
sioners who the before receiving retirement bene-
fits equal to their contributions, and (3) lump-
sum payments made under deferred profit-sharing
plans Because the data for these estimates do not
permit distinction between such Iump-sum bene-
fits and monthly retirement benefits, precise data
on average monthly or annual retirement benefit
amounts cannot be derived. Estimates of per
capita contributions are derived by dividing total
annual contributions by the average number of
employees covered during the year

Notes and Brief Reports

Dual Receipt of Disabled-Worker
Benefits Under OASDHI and Workers'
Compensation*

Since a number of social msurance programs
to protect workers against income loss because of
work-related disabilities have been established
at different times, through a varety of govern-
ment and private auspices, certam overlapping
of benefits, gaps, and other problems have de-
veloped between the programs The focus of con-
siderable attention over the years has been the
simultaneous receipt of benefits under the old-age,
survivors, disability, and health insurance
(OASDHI) and workers’ compensation pro-
grams At both the Federal and State level, at-
tempts have been made to deal with the issue,
preserving the rights of the individual worker to

* Prepared by Daniel N Price, Divislon of Retirement
and Survivors Studies, Office of Research and Statistics,
Soclal Security Administration Adapted from a paper
presented before the Southern Association of Workmen's
Compensation Admirstrators in San Antonlo, Texas,
July 20, 1977
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benefits for income loss and at the same time pre-
venting unwarranted duplication of benefits This
note reviews the background and present status
of Federal and State laws and discusses some of
the recent experience under them

HISTORY AND CURRENT STATUS
OF OFFSET PROVISIONS

Federal law

The Social Security Act first dealt with the
wage losses assoclated with disability in 1954
At that time, periods of disability were excluded
from a worker’s earnings record for purposes of
computing retirement and survivor benefits In
1956, when cash disability benefits were estab-
hished under the OASDHI program for workers
aged 50 or older who were permanently and
totally disabled, they were reduced dollar for
dollar for workers’ compensation payments This
offset provision, however, was elimmated in 1958

In 1960 the disability msurance program was
broadened to include workers under age 50, and
a new offset provision was instituted m 1965
Several subsequent amendments to the Social
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