Private Industry Health Insurance Plans:
Employment Requirements for Coverage in 1974

In 1974, epprozimately 28 § million active workers
participating wn almost 52,000 health plans on thew
jobs were covered by wn-hospital heglth insurance
benefits A survey of these plang, conducted for the
Socral Security Admumsiration by the Bureau of
Labor Statistics, revealed that not all workers are
antomatically entitled to benefits on the first day
they report for work More than three-fifths had to
Fulfill at leasl one job-related reguwement before
their hospital coverage was effective The extent
and variety of employment requirements in private
industry are discussed here along wuh data that
show how plens that have such requwrements differ

from those that do not

PROVISION OF HEALTH benefits through
work-related insurance plans 1s widespread 1n the
United States, although the scope of protection
varies * Of special mterest here 1s the employment
requirement for health benefits—the length of
time an employee must work to be eligible for
such protection The data examined for this study
mdicate the extent of the employment require-
ment 1n a ssmple representing approximately
52,000 health plans ? covering 28 4 million workers
at the begmmning of 1974 The sample ncludes
plans of private firms only, excluding those with
fewer than 26 participants and plans of most
nonprofit organizations

EXTENT OF EMPLOYMENT REQUIREMENT

Of the workers i the surveyed plans, 62 per-
cent had to have been employed at least 1 month

* Division of Retirement and Survivors Studies, Office
of Research and Statistles

! See Marjorie Smith Mueller, “Private Health Insur-
ance in 1974 A Review of Coverage, Enrollment, and
Financial Experience,” Soclal Securtly Bulletin, March
1076, and Alfred M Skolnik, “Twenty-five Years of
Employee-Benefit Plans,” Social Security Bulletin, Sep-
temher 1976

*To be included in the sample, o plan was required to
provide in-hospital protection through either a basre
hospital plan with first-dollar coverage or as part of a
comprehensive major medical plan package For addl-
tional informsiion about the scope of the study, see
Damel N Price, “Health Benefits for Laidoff Workers,”
Socwal Becurity Bulletin, February 1976, pages 4045, 51
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to be eligible for hospital benefits For the re-
mainder, coverage began with employment The
walting period was 1 month for 28 percent of the
workers, 2 months for 8 percent, 3 months for 16
percent, and 4 months or more for 11 percent

Variations from the flat number-of-months re-
quirement mclude those that provide benefits (1)
on the first day of the second month followmg
specified months of employment, (2) on a specific
date 1n the month following specified months of
employment, (3) on the first day of the quarter
following specified months of employment, (4)
during a certamn month following union member-
ship, or (5) after a specific pay period Two pro-
visions were most prevalent—coverage after a
specific number of months and eoverage on a spe-
cific day of the month following a certain number
of months of empleyment A mimimum number of
plans were classified in the other categories

Workers were counted as having immediate cov-
erage 1f they were eligible for all the benefits of
their particular health plan when they began
working or 1f the eligtbility requirement was at
least 1 day but less than 1 month on the job (table
1) Seven percent were m the latter category
Twelve percent of the workers were in plang that
did not report any existing employment require-
ment These plans presumably did not have entry
restrictions so workers participating in them were
mcluded 1n the immediate-coverage category Al-
together, 38 percent of the workers were classified
n this category

SELECTED PLAN CHARACTERISTICS
Industry

The provision of immediate coverage, as table 1
shows, varies widely from industry to industry
The proportion of workers with this type of cov-
erage ranged from 85 percent in mining to 8
percent 1n construction One explanation for the
low percentage of workers with immediate health
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TasLE 1 —Number and percentage distribution of workers with health care coverage, by employment waiting-period require-

ment for benefits and by mndustry, 1974

N ‘Workers with health care benefits
- Number of
Industry hgﬂ;l; tz:e Total Percentage distribution, by waiting period (in months)
¥ P thousands) number
’ } {(nmilllons) | mpypg None ! 1 2 3 4.or tore
Total. .. . .o -+ ce ool 51 6 284 100 38 28 8 16 1
Manufacturing. ceece co oe o oan 23 3 150 100 42 30 9 14 5
Constructlon___. _._ .- _ .. . . 4 19 100 8 26 2 11 53
Mining... we e mome w e we o 1¢ 3 100 85 L P 2 7
Transportation... . .. — - - 1¢ 18 100 28 36 14 9 14
Communications and public utilitles_, ] 11 17 100 50 27 [} 9 ]
‘Wholesale and retail trade., . . - 101 34 100 32 22 ] 2 ”
Finance, insurance, and real estate .. 38 1¢ 100 a0 19 8 31 3
Bervices ____ . e ome e omee = 72 I ] 100 27 a8 7 15 13
Other (farming, foreStT¥) avees on we = 1¢ 8 100 50 15 2 30 4

1In all tabaler matter, includes 2.3 million workers for whom no employ-
ment requirsment waa reported

coverage 1n the construction mdustry 1s that the
nature of the work dictates a different method of
deterrmning eligibility The employment eriterion
used mn this mdustry, and to a much smaller extent
m a few other industries, 1s the number of hours
of work within specific time periods Few workers
m the surveyed plans were affected by this par-
ticular eligibility requirement (These workers
are discussed later ) Slightly more than one-
fourth of the workers covered by health plans in
the transportation and service industries gained
ummediate benefits with employment, while plans
for manufacturing and all other mdustries cov-
ered approximmately one<third to one-half of the
workers without a waiting period

When all nonmanufacturing industries are
grouped so that they can be compared with the
manufacturing mdustries, the difference m the
extent of the required waiting period 1s clear, as
the following tabulation shows Manufacturing 1s

Industry
Employment waiting perlod
requirernent, 1974
{in months) Manufac Notmnanufac-
turing turing
Total number {in milllons)_____ _ .. 150 13 4
Totalpereent. . ... . . .. ._ 100 100
42 33
30 26
9 8
3 14 18
4 or more & 17

more likely to offer coverage early in employment
than are nonmanufacturing industries 42 percent
for the former, 33 percent for the latter This
difference becomes even more apparent for em-
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1In all tabular matter, Includes 0 7 million workers who must filll en em-
ployment requirement, with the exact length not determinable

ployees whose coverage begimns after 3 months or
more Only 19 percent of the employees 1n manu-
facturing had to wait at least 3 months to obtain
coverage, compared with 35 percent in the other
mdustries

Size of Plan

In 1974 the employment requirement for private
health msurance coverage generally was not re-
lated to the number of employees 1n health care
plans No clear-cut differences are seen m the cov-
erage figures of plans with varymmg numbers of
enrollees (table 2) Instead, an irregular pattern
appears The only :dentifiable distinetion oceurs
between very large plans covering 50,000 or more
employees and all plans covering less than 50,000
employees Workers mn the large plans were not
as likely to obtamn immediate coverage 27 per-
cent had coverage that began with the first day of
work, compared with a range of 36-45 percent of

TaBLE 2 —Number and percentage distnbution of workers
with health care coverage, by employment waitmng-period
requirement for benefits and by size of plan, 1974

‘Workera with health care bensfits
Bize of plan | Total Percentage distribution,
(mamber ¢f | num- by waiting period (in months)
workers) ber
S 4
m or
Iions) Total | None 1 2 3 more
Lass than 100 15 100 45 22 8 20 &
100999 .. 59 100 a8 12 17 10
1 000-4,099 ___ 75 100 40 27 5 17 11
5 000-9,909 __ 40 100 36 33 & 15 11
10,000-19,999 . 34 100 45 26 4 14 12
20 000-49, - 23 100 36 41 [ 5 13
50,000 or more.. 39 100 27 24 15 19 1
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the employees 1n plans covering less than 50,000
workers One reason for this difference is the
greater proportion of employees m large plans
than m small who are workers paid hourly and/or
who are in multiemployer plans The nature of
certain multiemployer mdustries more often leads
to longer eligibility periods or to different types
of requirements—such as hours of work—than
that of single-employer plang

Negoliation Status

Health plans that were established as a result
of collective bargaming were less likely to offer
mmediate benefits than nonnegotiated plans
Close to one-third of the enrollees in the negota-
ated plans had immediate coverage but for those
m nonnegotiated plans the proportion rises nearer
to one-half, as the following tabulation indicates

Collective-bargalning
Employment walting period status of plan
requirement 1974
(in months)

Negotiated ! | Nonnegotiated

Total number (in milliong)...... .. - 158 128
Total percefit. __. - .. oo ee e wuwesd 100 100
Nooe.... .. ..o .. o0 -o. _____-‘._-__- - 31 48
o 32 23
eeme = @ e wa msmmd ee - mm e em me 9 é
a. ... e e emomm em oem e = e 14 18
4OPMOM® . . ol ool s em e - e e 4 ]

1 Includes plans negotiated for some but not necessarily all covered work
ors 1}“1;:1[“des 270,000 workers for whom data on negotiation status were not
available

If employees with immediate coverage are com-
bmed with those who must wait 1 month, the pro-
portions covered under either type of plan are
more similar 63 percent in the negotiated plans
and 69 percent 1 nonnegotiated plans Once
again, 1n negotiated plans, the predominance of
workers patd hourly and of workers in multiem-
ployer plans helps to account for the differences
Fewer workers (6 percent) had to fulfill the 4-
month waiting period 1n nonnegotiated plans than
in collectively bargained plans (14 percent)

Single-Employer and Multiemployer Plans

Single-employer plans, as discussed earler,
were more likely to cover workers immediately
than were multiemployer plans Immediate cov-
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erage was avallable to 45 percent of the workers
m single-employer plans, compared with 18 per-
cent of workers m multiemployer plans A wait-
ing period of at least 4 months was imposed on
24 percent of the workers in multiemployer plans
and 6 percent of those 1 single-employer plans

The manufacturing imdustries, as noted, were
more lkely to provide immediate benefits than
were nonmanufacturing mdustries It 13 not sur-
prising then to find that 63 percent of the workers
m single-employer plans were in the manufactur-
mg industries, and only 26 percent of the workers
n multiemployer plans were engaged 1 manufac-
turmg work Previously discussed interrelation-
ships also contribute to the distribution of work-
ers seen 1n the following tabulation

T of employment unit
Employment walting period ype PO
requirement, 1974
(in months) Bingle- Multi

employer smployer
Total namber (in millions). ... .. 208 78
Total pereent - . __ _ . .. ... 100 100
Nome... _ . . .ol o el . 45 18
Do et mieit e et ee e e emae 26 32
mae de mm em mmm mm m ce me e maman 8 (]
e s e e e D em e e - 15 19
AOFMOTCan e co oe cccoe ae o e e e ] 24

Type of Worker

Available data on hourly and salaried workers
indicate that salaried workers were much more
likely to be mn a plan affording 1mmediate cover-
age—45 percent, compared with 27 percent of the
employees paid hourly Almost one-fifth of the
employees 1n plans solely for hourly workers had
to be employed at least 4 months before they were
eligible for health plan benefits Immediate cover-
age under plans covering both hourly and salaried
employees more closely resembles that for salaried
workers than for workers paid hourly In plans
with both. types of workers 40 percent of the em-
ployees were covered as soon as they began therr
jobs (table 3)

Duration of Hospital Benefits

Health plans that provide immediate coverage
to new employees also tend to provide full hospi-
tal benefits for longer periods of time than plans
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TaBLE 3 —Number and percentage distribution of workers

the employment requirements necessary to obtamn

with kealth care coverage, by employment waiting-period .
requirement for benefits and by wage status of workers, 1974 such benefits Of the 11 1 million workers covered
by health benefits after they are Iaid off their jobs,
Workers with health eare henefita however, 34 percent received immediate health
Wogosiatus | Total Percentage dlstribution, coverage when employed, and, as the following
of workers | DL by waitng peried (in months) tabulation shows, 40 percent of those without
(in
lﬁgs) Total | None 1 2 3 ,313,’5
Hourl 82 100 o7 0 g 18 18 Benefit protection status
ourly . -
snalaﬂlgd T I S 45 » 0 8 2 Empl‘?eﬂﬁ'gs"z‘ﬁu%’fe e Withlayol! | Without Jayot
our. ani 4 () BYO!
salaried . ... 85| 100 40 31 8 17 8 (in months) beneft beneft.
Not available . 78 100 43 22 8 15 13 protection protection
Total pumber (in millions)._...... . 1mi 171
requiring 3 months or more of employment for Total pereent... . .. .. . . . .. 100 100
benefit ehigibility The data in table 4 indicate that — wop . . ” 0
44 percent of the workers 1n plans providing cov- i =
erage for more than a year of in-hospital care also K 2

recerve 1mmediate health benefits, only 15 percent
must walt at least 3 months for health care bene-
fits Plans that provide between 1 and 31 days of
m-hospital coverage not only are less liberal in the
maximum period allowed for basic hospital bene-
fits but also provide immediate health care bene-
fits to only 27 percent of their enrollees More
than two-fifths of their enrollees must wait at
least 8 months For the bulk of workers (187
million) covered under plans providing 71 days
to 12 months of hospital benefits, immediate bene-
fits were available to two-fifths of the partici-
pants and one-fifth had to wart 8 months or more
for health care benefits

Coverage During loyoff

No clear-cut relationship exists between the
avallability of health benefits during layoff and

health coverage during layoff were eligible for
mmediate health coverage when employed A
higher proportion of employees not receiving
health benefits while laid off must, on the other
hand, work at least 3 months to be eligible for
health care benefits 81 percent, compared with
20 percent of workers with layoff benefits protec-
tion ®

Insurer of Hospital Benefit

Employment requirements vary with the type
of msurer who underwrites the employer’s health
care plan The msurer of the basic hospital benefit
may not always insure surgical, medical, or other

*Ibiud, page 41 The data In that article have since
been updated

TapLE 4 —Number and percentage distribution of workers with health care coverage, by employment waiting-period require-
ment for benefits and by duration of full basic hospital benefit, 1974

‘Workers with health care benefits
Durats { tull basi guﬂll?er of
uration of full baslc ealth catp
hospital benefit (in days) plans (in Total Peroentage distribution, by walting perlod (In months
thousands) number
(in millions) Total None 1 2 3 4 or more

Total'. . _ _.... - - 51 & 28 4 100 338 28 8 16 11
1-31. ——— . . - e . 88 25 00 27 i | 8 23 2
32-70 . - - - 87 48 100 3 34 4 17 14
71-120 - - m ee e = 118 68 100 41 25 5 17 11
121-305 - e e - - 46 8¢ 100 42 32 12 ] 8
366 or more... . _—— e eem - 19 15 100 44 21 20 9 é
Dollar maxfmymt | | - 91 25 100 a7 26 10 21 5
Comprehensive major medical ¥ . _ . 44 24 100 44 29 3 16 7

! Includes less than 1 0 million workers for whom dats on duration of hos-
pital benefits were not available
1 Duratlon of basie hospital benefit limfted by actual specified dollar amount
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per confinement rather than number of days of hospital stay
§ Hospital benefits have an initial deduetible and/or colnsurance payment
rather than full basic benefit



TapLE 5§ —Number and pereentage distribution of workers
with health care coverage, by employment waiting-period
requirement for benefits and by type of mngurer, 1974

‘Workers with health cara beneflts
Insyrer for Total Percentags distribution,
hasie hospital | num- by walting period (In months)
heneflt ber
(13 .
mil- or
lons) Total | None 1 2 3 more
Total1_____ 4 100 38 23 8 18 11
Commercial 15 4 100 32 31 8 21 8
Blue Cross __ 84 100 48 25 ? 9 10
Independent,
sell-in-
sured, and
unfanded.. 22 100 a3 19 5 10 32

1 Includes 2 4 million workers covered by comprehensive major medical
plans not shown separately
1 Includes 68,000 workers for whom data were not svailable

benefits under the same plan package* Almost
half the workers whose hospital benefits were
msured by Blue Cross plans recerved immediate
health coverage, but only one-third of those with
commercial group msurance were covered immedi-
ately on employment (table 5).

Plans that were independent, selfinsured, and
unfunded had the most stringent ehgibility re-
quirements Forty-three percent of the workers
n these types of plans were required to work for
8 months or more to quahify for the health msur-
ance plan on their jobs, compared with 19 percent
m Blue Cross plans and 29 percent 1n commercial
plans

Financing of Hospital Pian

Approxmmately 7 out of 10 workers participate
m hospital plans for which they make no contr-
butions Among hospital msurance plans that are
totally employer-financed, 35 percent of the work-
ers abtained 1mmediate benefits, 28 percent were
required to work a month for eligibility, 9 per-
cent, 2 months, 16 percent, 3 months; and 13 per-
cent had to work 4 months or longer Jomtly
financed plans, where partial funding 1s recerved
from the employee or union, were more hberal
than plans financed entirely by employers Of the
81 mullion workers participating m jomntly fi-
nanced hospital plans, 42 percent had immediate
benefits, 31 percent were required to wait a month,

*Danlel N Price, “Private Industry Health Insurance
Plans Type of Administration and Insurer in 1974," page
13 of this issue

and only 6 percent needed to work 4 months or
more The few plans that were financed entirely
by employees (contaimng fewer than 200,000
workers) rarely mmposed an employment require-
ment upon the workers .

OTHER EMPLOYMENT-.RELATED REQUIREMENTS

In addition to the basic months-of-work re-
quirement, a number of health plans contamed
other work-related criteria for hospital coverage
ehigbility Generally, the number of workers who
had to fulfill these requirements was very small
In some cases, only one or two of the plans in the
sample had the specific requirement Nevertheless,
1t 18 1mportant to note that variations i1n require-
ments do exist and that for a small number of
workers health coverage ehigibility may be con-
timgent upon several criteria

The hours-of-work requirement affects 5 percent
of the surveyed plans—9 percent of the employees
1 the study, the vast majority of whom worked
m the construction mdustry Often, the eligibihity
requirements for mmtial coverage must also be
fulfilled on a current basis to maimntain such pro-
tection Construction mdustry employees or other
employees with hours-of-work requirements may
therefore be required to work a specified number
of hours 1n each 8- or 6-month period, for ex-
ample, to mamtain ongomg health coverage

Of the surveyed workers with an hours-of-work
requirement, 56 percent could be classified in three
categortes almost equally prevalent, (1) those
who had to work 320-39% hours in the previous
6 months of employment to gain or mamtain hos-
pital coverage, (2) those required to work 160-819
hours 1n the preceding quarter, and (3) those who
needed 160 hours or less mn the preceding month
The remaining workers were m several other re-
quirement categories, each with varymg hours m
varymg periods of time A few workers were re-
quired to fulfill both a requirement in terms of
hours per quarter and hours per previous year of
employment to maintain coverage Others had to
work & mumimum number of hours to obtam cov-
erage mtially and, as the length of employment
increased, the number of hours required was also
adjusted upward

Other work-related requirements included max:-
mum age, MINIMUM earhings, mmimum age and
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earnings, union membership, and specified periods
of time other than months or hours These miscel-
laneous eligibility requirements affected only 2
percent of all workers in the survey The few
workers affected by these requirements were em-
ployed 1n several mdustries manufacturig,
transportation, construction, wholesale and retail
trade, and services

About 3 percent or less than 1 million of all
surveyed workers were covered by plans that spe-
cified different requrements for separate groups
of employees under the same health plan In these
plans certain groups of employees were allowed
more or less liberal benefits than others Eliygibil-
1ty might vary, for example, from worker to
worker according to earmmngs, age, career status,
full- or part-time status, geographic location, or
salary

Occasionally different employment requirements
are used as criteria for health benefits other than
hospital coverage In certain mstances the em-
ployment requirements needed for hospital bene-
fits were less or more stringent than those for
supplemental major medical or dental benefits
Ehgibility requirements that varied from those
for hospital coverage under the same plan affected
shghtly more than 1 million workers mn the sample
—86 percent of them with a different requirement
for supplemental major medical benefits Approx-
mmately 7 out of 10 of all workers i plans with
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varied employment requirements for different
health benefits were in the communications and
public utilities industries, with the remainder m
manufacturing, wholesale and retail trade, and
construction

SUMMARY

The 1974 survey of health msurance plans mndi-
cates that 62 percent of private mndustry workers
are accorded the benefits of their particular health
plan either immediately with employment or after
less than a month on the job Another 28 percent
are covered after 1 month, and approximately 1
1n 10 was required to wait 4 months or more Eli-
gibility requirements other than those calling for
specified months of work were contamed mn few
plans and affected only about 1 out of every 10
employees Workers in health plans providing the
most liberal duration of in-hospital benefits were
less hkely to have an employment requirement in
their plan provisions Employees were also more
hkely to be eligible for immediate health care
benefits 1f they were participants in plans that
(1) were 1n the manufacturing or communications
and public utilities industries, (2) were nonnego-
tiated, (3) were single-employer, (4) had fewer
than 50,000 participants, (8} included salaried
employees, or (6) were underwritten by Blue
Cross plans



