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ABSTRACT
This article discusses the long-term growth of

employee-benefit plans (which have grown tremendously since 1950) and
assesses this trend in terms of real gains. The article states that
contributions, by 1970, were nine times greater and benefit outlays
14 times greater than in 1950, and the number of persons covered by

most types of benefits grew sharply. There also were impressive
developments in the scope and level of benefits. Detailed tables,
graphs, and statistics illustrate the drastic increases. Typical
benefits, including life insurance, health and hospitalization,
disability, unemployment, retirement, pension plans, and others are
reviewed. (NH)
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Two Decades of Employee-Benefit Plans,
. 1950-70: A Review

In the '20 years since 1950, the scope of employee-
benefit plans has gniwn tremendously. By 1970.
contribution,: were nine times greater and benefit
outlays fourteen times greater than they were in
1t.60. Flu, number of persons covered by most
types of benefits also grew sharply. Furthermore.
impressive developments hare occurred in both
the grope and level of benefits. especially in. the
past few yearx. 7.1ilx article diseliNSeS the long-
term gmeth in these plans and assesses the trend
in terms of real gains.

ENIPLOYEE-BENEFIT PLANS in 1970 ex-
hibited strong increases in contributions and ben-
efits, despite the general slowdown in the econ-
omy. Benefit payments amounted to $25.8 billion
(18.6 percent more than in 1969), and contribu-
tions reached $3-1.7 billion (13.8 percent more
than a year earlier). A large portion of the gain,
however, was offset by inflation.

For most types of plans, coverage gains were
smaller than the growth rate in contributions and
benefits. All types of benefit plans in this series,
however, showed substantial increases in the
number of persons covered, mainly attributable
to expanded employment in existing plans.

Employee- benefit plans are now the predomi-
nant institution through which most workers and
their families obtain basic medical care protec-
tion. As the decade of the sixties ended, the most
common health coverages provided were for hos-
pital expense (153 million workers and depend-
ents) and surgical expense (151 million persons),
followed by in-hospital medical benefits protec-
tion (133 million persons). Comprehensive and
supplementary major-medical expense plans in-
cluded 72 million workers and dependents. There
were 52 million workers with life insurance pro-
tection and 31 million with temporary disability
insurance protection. Almost 30 million persons
had private retirement plan coverage provided
through their place of employment.

Division of Economic and Long-Range Studies, Office
of Research and Statistics. Susan Piaks assisted the
author in the preparation of the article.

by WALTER W. KOLODRUBETZ*

These totals mark a 20-year period of growth
in which the number of persons included in hos-
pital insurance, life insurance, and retirement
plans has tripled. ('overage under surgical, regu-
lar medical, and major-medical expense plans
has expanded at an even greater pace.

The long-run gains are further accentuated
when the number of workers covered is related
to the total labor force. From 1950 to 1970 the
proportion of the employed civilian wage and
salary labor force with some type of health in-
surane through the employment place expanded
from about 50 percent to SO percent. The per-
centage of employees with group life insurance
and death benefit protection increased from about
40 percent to almost 70 percent. Nearly 50 per-
cent of the private wage and salary work force
had private retirement plans in 1970, more than
double the proportion for 1950.

Despite these impressive statistics, evidence of
the past few years indicates that under the exist-
ing institutional structure, a portion of the labor
force faces substantial barriers in obtaining these
basic protections through their place of employ-
ment. For private retirement and temporary dis-
ability plans, the coverage gap remains quite
large. It is somewhat smaller for basic types of
health-benefit plans.

An "employee-benefit plan," as defined here, is
any type of plan sponsored or initiated unilater
ally or jointly by employers or employees and
providing benefits that stem from the employ-
ment relationship and are not underwritten or
paid directly by government (Federal, State, or
local). In general, the intent. is to include plans
that provide in an orderly predetermined fashion
(1) income maintenance when regular earnings
are cut off because of death, accident, sickness,
retirement, or unemployment and (2) benefits to
meet medical expenses associated with illness or
injury.

Government employees who are covered by
plans underwritten by nongovernment organiza-
tions are included in the series, whether or not
the government unit contributes (as an employ.



er) to the financing of the program. Specifically
included here are plans providing government
employees with group life insurance, accidental
death and dismemberment insurance, and hos-
pital, surgical, regular medical, and major-medi-
cal expense instmmee. Retirement and sick-leave
plans for government employees, which are fi-
nanced and administered directly by government,
are excluded from the series.

HISTORICAL DATA

The historical series on employee-benefit plans
has undergone one substantial revision. Contri-
butions and benefits paid under private retire-
ment plans have been adjusted upward, for years
Sine(' 1962 to account for revised estimates made
by the Aecurities and Exchange Commission. A
minor change has been the exclusion of the self-
employed from the coverage series of private
retirement plans. The effect of these changes is
discussed later under the section on retirement
!thin t rends.

Coverage for Employees

In 1970. all types of employee-benefit plans
registered gains in the number of employees cov-
ered, but gains were modest for the traditional
categories. As table 1 shows, among employees
with some type of health care in 1970, almost 60
million had hospital protection and 59 million
had surgical coverage. Regular in-hospital medi-
cal expense coverage was extended to 53 million
workers. A considerably smaller number of em-
ployos were involved in major-medical expense
plans.' which covered about 27 million workers.
Temporary disability and retirement plans each
included about 30 million workers in 1970a
total not much different than their 1969 figures.

Twenty years ago the prevailing pattern of
health insurance coverage offered by employee-
benefit plans was largely confined to hospital ex-
pense and surgery in the hospital. These forms
of health care are, of course, the most costly and
most often used, and they account for the largest
share of health expenditures. Over the years the

1Data for major-medical expense pla relate only to
those written by commercial insurers and exclude Blue
Gross -Blu Shield plans of this type (covering 24.9
million persona in 1970).

coverage pattern has shifted considerably, so that
today an increasing number of employees (and
their dependents) haw gained protection for
other stwli as physicians' hos-
pital. home, and (Ace visits, X-ray and labora-
tory examinations (out-of-hospital), and pre -
scribed drugs (out-of-hospital).

Table. 1 shows the 20-year trend in employee
health insurance coverage patterns and indicates
how the various types of services have been ex-
tended that comprehensive coverage is now
in effect tor v large number of employees. Regu-
lar medial-expense insurance, for example, pro-
vided protection for almost 45 million more work-
ers in 1970 than in 1950, and surgical expense
insurance covered 41 million more. Somewhat
more modest gains are found for hospital-expense
plans, which added 3 million. Major-medical ex-
pense plans (which now cover nearly 27 million
workers) haVe not increased in such large abso-
lute numbers, but their growth is more dramatic
considering that such plans were first offered
after 1950.

The trend toward broader coverage is also il-
lustrated in table 2, which has estimates for co% -
erage of medical services other than the conven-
tional types of coverage just discussed. Since
these benefits are relatively new, the number of
employees with such protection is smaller than
that with other types of coverage. Their growth
rate has far exceeded that for other types of
health coverage in recent. years. Coverage for
X-ray and laboratory examinations (out-of-
hospital), for example, went from 31 million
workers in 1965 to 56 million in 1970. Protection
of covered workers for physicians' home and of-
fice visits rose from 25 million in 1965 to 35 mil-
lion in 1970.

Contributions

Employer and employee contributions to em-
ployee-benefit plans amounted to $34.7 billion in
1970an advance of about 14 percent from the
previous year's total (table 3). The substantial
increase can be attributed, for the most part, to
a 20-percent rise in contributions to health in-
surance plans, which totaled $13.9 billion in 1970.
Some of the increase, however, came from retire-
ment plan contributions, which amounted to



about $14.0 billion, or 9.5 percent more than in
1969.

All sectors of employee-benefit plans have ex-
perienced sizable increases in contributions-

TABLE 1.-Estimated number of wage and salary workers and
type of benefit, 1960-70

End of year Life in-
SUM 1100

and
death

Total:
MO 19.6
1963 29.6
1900 37.3
1961 39.1
1062 40.6
1963.... 42.8
1964 45.2
1965 47.4
1966 50.0
1967
1968

52.
55.87

1969 88.6
1970 60.4

Employees:
19.4

1983 28.0
MI) 34.2
1961 35.5
le62 36.4
1963 37.8
1904 40.1
1965 41.9
1966 43.5
1967 45.7
1968 48.2
1969 48.5
1970 51.6

Dependents:
1960 .2
1955 1.6
1960 3.1
1961 3.6
1962 4.2
1962 5.0
1964
1966 5.5
1966 6.5
1967 7.1
1968 7 . 8

8.1
1970 8.8

measured either in absolute dollars or in percent-
age gains. Thus, the short-term growth trend
shows a sleti,lite acceleration-a reversal of the
previous trend-despite a slackening in expansion

their dependents covered under employee-benefit plans,' by

(In millions)

Benefits for all wage and salary workers

dental
eath and
opmein-
bailment

8.1
15.4
9).9
21.3
22.6
24.7
26.5
28.4
28.5
30..7 4
33.7
36.5
38.7

8.1
15.6
20.9
21.3
22.6
24.7

28.4
28.3
30.4
33.7
36.5
38.7

Hospitalization 4

Total
Written
in com-
pliance

with law

&WI 4

54.5 1.2 37.5
81.4 1.4 73.1

103.9 1.2 96.3
107.3 1.1 102.3
110.9 .9 105.9
116.2 .3 111.3
119.6 .3 114.9
123.9 .3 119.9
128.2 .4 124.0
133.8 .4 130.3
139.8 .4 136.4
147.1 .4 144.8
152.8 .4 150.8

24.3 1.2 17.7
33.1 1.4 30.2
40.6 1.2 38.6
42.0 1.1 40.2
43.3 .9 41.4
45.8 .3 43.6
46.5 .3 44.8
48.5 .3 47.0
00.1 .4 48.6
52.1 .4 50.8
54.6 .4 53.1
67.4 .4 56.5
59.6 .4 56.9

30.2
48.3
63.3
65.6 .3
67
70.9
73.1
73.4
78.1
81.7
86.2
89.7
93.2

19.8
42.9
59.7
62.1
64.
67.6S
70.1
72.9
76.4
79.5
83.3
88.3
91.9

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

()romp and wholesale life insurance coverage based on data from Institute
of Life Insurance and Health Insurance Association of America, Group
Insurance Comm Is the Vaned States. annual Issues, and Tally, October
1971, modified to exclude group plane not Mated to employment. Also
escludes Servicemen's Droop Lite Insurance issued to cover members of
the Armed Forces. Self-Insured death benefit plan coverage based on data
for various trade-union, mutual benefit assoon, and company-admin-
istered plans.

Data from the Institute of Life Insurance (see footnote 2).
Data from "Private Health Insurance in 1970: Population Coverage,

Enrollment, and Financial Experience." Social Security Bulletin. February
1972. and from sources cited in footnote 2. In estimating number of employees
covered under plans other than group Insurance and union and company
plans, it was assumed that the proportion of subscribers In employed groups
increased gradually from 78 percent In 11160-06 toga percent in 1970. Data for
hospitalisation. surgical, and regular medical coverage adjusted to Include
employees and their dependents covered by group comprehensive major-
medical expense Insurance.

Includes private hospital plans written in compliance with State taw
porary disability Insurance law In California.

Represents coverage under group supplementary and comprehensive
major-medical insurance underwritten by commercial Insurance companies.
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Benefits for wage and salary workers
in private industry

Major
lar . medical

Will
penses

ex-

Temporary dim-
robrIllttj including

sick leave / Long.
term
disa-

bility

Supple-
mental
unern
ploy
meat

-

Retire-
ment re

Total
Written
III COM*
phone.

with law

1S.8 1 l 20.1 6.6 9.8
47.0 I 4.8 23.5 6.8 1 . 0 15.4
73. % 25.6 24.5 6.8 1.7 21.2
*- 31.5 24.6 6.8 1.8 22.2

35.1 25.2 1.8 29.1
38.7 25.7 6.2 1.8 23.8

1r2.... 42.6 26.4 6.2 1.9 24.6
99.4 47.3 27.8 6.4 2.1 25.3

1C4.1 52.0 26.9 6.6 2.4 2.2 26.3
111.5 57.: 27.4 6.7 3.8 .2 27.5
116.. 61.7 29.5 6.7 4.7 2.3 28.0
124.3 ' 66.6 30.9 6.9 5.7 2.4 29.0
133.4 72.3 31.2 6.9 7.2 2.5 29.7

8.2 20.1 .... 41 8

20.4 2.3 23.5 0.8 1.0 15.4
29.5 4.7 24.5 6.3 1.7 21.2
31.3 11.6 24.6 6.8 .... 1.4 22.2
32.8 12.9 23.2 6.8 1.8 23.1
34.9 14.6 25.7 6.2 1.8 23.8
36.6 15.6 26.4 6.2 1.9 24.6
39.4 17.5 27.6 2.1 25.3
41.2
43.9

19.0
21.2

28.9 I
27.4

6.6
6.7

2.4
3.8

2.2
2.2

.3
2267.5

46.1 22.8 29.5 6.7 4.7 2.8 28.0
49.2 24.6 36.9 6.9 5.7 2.4 29.0
62.9 26.6 31.2 6 7.2 2. 29.7

7.4
26.6 2.5
43.8 15.9
46.7 19.9
49.2 a.2
52.3 24.1
56.3 27.0
60.0 29.8
63.0 33.0
67.6 36.2
70.4 311.9
75.1 42.0
80.6 43.7

Comprehensive insurance,tones, which include& both haste hospital -
medical benefits and major-medloal expense protection In the samerani=
covered an estimated 6766,000 employees and 11,464,000 dependents In 1970"

Includes private pima written In compliance with State temporary
disability Insurance laws In California, New Jerseyy, and New York. Data
from A Savory of Accident and Health Comp fa the United SW,* (Health
Insurance Council. 1950) and Extent of Vohmtety hissirance Catnap In the
United States (Health Insurance Council. 1951-69) and from the Institute
of Life Insurance (see footnote 2), adjusted to roulade credit accident and
health Insurance. Data for 1950 modified slightly to adjust for effect of State
temporary disability insurance laws on formal paid sick leave and other
eelNesured plan coverage. Beginning In 1968, group accident and sickness
insurance coverage has been adjusted to exclude those with long-term bene-
fit policies, which usually do not provide shortterm benefits. This coverage
is now shown seiparately.

Data from Health Insuranoe Association of America (see footnote 2).
Estimates for years before 1966 are not available .

Based on trade -union and Industry reports. Excludes dismissal wage
and separation allowances. except when financed by supplemental un-
employment benefit funds covering temporary and permanent layoffs.

"Estimated by the Ofilce of the Actuary, Social Security Administration.
Includes pay-asyougo and deferred profit-sharing plans, plans of non-
prat organisations, union pension plans. sad railroad plans supplementing
the Federal railroad retirement program. Excludes pension plans for Federal,
State. and local government employees as well as plans for the seltemployed..
Data exclude annuitants.
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2.-Estimated number of wage and salary workers
and their dependents under employee-benefit plane,' by
selected type of medical rare service, 1965 and i970

[In 1111uol

Type of benefit
Er- I Pie

Total I ploy- I penti-
yes I ruts

14170

Physicians' oilier and home visits sir. 7 35.1 53.6
X-ray and labw-At4av ex:1711111311MIS 142.r) 56.1 $5.9
Prescribed **I lIgm ..f- /19,qpit 31 I 99_1, I m

1'rlvate4iiity . 7.7 ; 3s. 59.5
iitilic-taso -.ervice 11)3.9 ; 441.7 53.2

Nurhoz-leauc car. 2,4.9 ; 11.41 17.0
Dental care 1.0 I 4.14 7.1

esit1

Physicians' office and home visits . . 03.7 2.4.5 39.1
X-ray And lirhorirtory -terminations . 50.0 31.1 45.9
Prescribed drugs ioatot-hospituti .

Private duty nur..ing .
pit
54. ;

1 21.7
33.5
35.2

%lint I taz nurse service . 60.5 23.1 37.4
Nursing horn care sr.e. m 5 tt
1)ental cure . 3.0 1.3 1.7

1 Plims whose 1,..m.fn a now from lin employment rebt kinship and ate not
paid directly by government (1:4411.rui, State. or Meal'.

of l'Oventge. Alt hough these increases are mainly
tine to inflationary factors, benefit improvements
in the tianle period also played a role.

Contributions to einployee-henelit plans in 1970
%voe nine times greater than they were in 1950
(chart 11. Between 1950 awl 1955, ontrilmtionq
almost doubled, with most of the growth cen-

TABLE 3.-Estimated total employer and employee contributi

tered in health benefit plans and pension plans.
Between 115 anti l:)60, total contributions in-
creased by :11);:t o.) pereent : they showed a si113-
ihr riSi` ! it I Mid 1965. Since 1965, how-
ever, tiwy int%e risen by about 75 percent. Most of
this growth ian be attributed to the increases of
67 VIII in retirement plan contributions and
85 iweti1 ill health plan contributions.

anionnt and pattern of employee-benefit.
plan contributions have undergone substantial

20-year period. In 1950, when the
iota! ,,,ntributed was less than $4 billion,
file ..; types of health insurance benefits
a(on.a..1 for a little more than one-fifth of
employer-employee contributions. Since then an
incretting share of contributions has been chan-
neled to health insurance benefits, with a smaller
portion going for retirement benefits and the
amounts for the other benefits remaining more
or less stationary. As a result, in 1970 contribu-
t ions for health care-$13.9 billion-were two-
ti Al's of aggregate contributions. Retirement con-
t ri but ions in the same year totaled about $14.0
billion and also accounted for two-fifths of aggre-
gate ontribut ions: they had been a little more
than half the total in 1950. These shifts resulted
front as multitude of interrelated factors, such
as the increased cost and broadened scope of

one 1 under employee-benefit plans,' by type of benefit, 1950,
195.5. 1960. 1965, 1967. 70

Type of benefit 1930

tin millions)

1955 1963

Total. ..... S./.937.0 97,851.6 912,522.1

Benefits for all wage and salary workers
Life insurance and death benefits 4481.0 890.5 1.416.2
Accelntut death and dismemberment t . 18.4 43.4 70.0
Tara: health benefits...... . . 106.3 2,193.6 4,257.0

Molt alisation - ... 562.4 1,385.1 2.504.8
Surgical and regular medical $ 293.9 769.5 1,282.2
Major-medical ezpense 39.0 470.0

Beneilts for write and salary workers in privet:. industry:
Temporary disability. including formal sick leave 1... 502.3 864.1 1,170.9

Written in compliance with taw... - - ........ 15.9 178.8 238.8
Supplemental unemployment benefits'. 40.0 1 Ism
Retirement . . 2.050.0 3.1440.0 5.490.0

Excludes dividends in group insurance.
3 Plans whose benefits flow from the employment relationship and are

not underwritten or paid directly by government (Federal. State. or local).
Excludes workmen's compensation required by statue, and employer's
liability

Omani and wholesale life insurance premiums based on data from ln
statute Life Insurance and Health Insurance Association of America.
Group Insurance Coarsen In the United State.. annual Wiles. and Tally.
October 1971. modified to exclude group plans not related to employment.
and excludes premiums for the Servicemen's ()soup Life Insurance plan.
Self-insured death benefits oasts based on data for various trade- union.
mutual benefit association, and company-administered platy.

Data from institute of Life Insurance Otte foot note 3).
I Data from "Private Health Insurance in 1970: Population Coverage.

Enrollment, and Financial Experience." Social Security Bulletin, February
1972. In estimating contributions for employees under plans other than
group insurance and union and company plans. it was assumed that the
proportion of subscription Income attributable to employed groups increased
gradually from 78 percent in 1950-60 to 83 percent in 1970.

'Includes privaW hospital plans written in compliance with State tem-

BEST COPY AVAILABLE

-

1965 1967 1968 1969 ire

919.892.0 923.368.6 928.720.0 *30.480.8 134.676.2

2.233.0 2.538.0 2.036.5 3,223.6 3,522.9
116.0 142.0 169.0 140.0 224.0

7.520.0 8.548.8 10.075.6 11,594.8 13.877.6
4,332.8 4.702.7 5,539.4 8,341.4 7,549.3
2,109.2 2.552.1 2,915.2 3,383.4 3,998.3
1,078.0 1,294.0 1.221.0 1,890.0 2.310.0

1.547.0 1,844.8 2,243.9 3,582,4 2,921.7
258.4 310.6 342.0 801.4 417.4
116.0 113.0 125.0 110.0 130.0

8.360.0 10.180.0 11,170.0 12.780.0 14.000.0--- -
fordisability Insurance law in California; separate data not available

for these plans.
$ Unpublished data from the Health Insurance Association of America.

Represents premiums for group supplementary and comprehensive major-
medical insurance underwritten by commercial insurance Carders.

I Data from "('ash Benefits for Short-Term Sickness. 1946-70," Soda
Security "Mkt's. January 1972. Includes private plans written in coma
anon with State temporary disability laws in California, New Jersey, and
New York, shown separately in next line. Includes OimtribUtlons under
long-term disability plans, not available separately.

$ Band on trade-union and industry reports, and "Financing Supple-
mental Unemployment Benefit Plans." Aloithig Lobar &aim November
1969. Excludes dismissal wage and separation allowances, except when
financed by supplemental unemployment benefit funds eavertaa temporary
and permanent layoffs.l Estimated by the Moe of the Actuary, Social Security Administration.
Includes contributions to pay-as-you-go and deterred prontnonnit plans,
plans of nonprFelder nisats. union pentilon plans. alai railroad plans
supplementing al railroad retirement program.

(6)



health care, especially since 1905, and the matur-
ing of retirement programs.

benefits

Employee- benefit plan expenditures for health
and medical care expense, for periodic payments

for retirement, unemployment, and sickness, and
for death benefits amounted to an estimated $25.8
billion in 1970- a tke of almost 17 percent over
the previous year (table 4). The largest single
item of benefit payment in 1970 (representing
slightly more than 50 percent of total employee-
benefit outlays) was for health care.

Cusar 1.Contributions and benefits under employee-benefit plans, by type of benefit, selected years, 1950-70

BILLIONS OF DOLLARS

$34.7 WORKERS IN PRIVATE INDUSTRY ONLY
2221 Retirement
1111 Supplemental unemployment

Temporary disability'sOM;

ALL WAGE AND SALARY WORKERS
CM Health insurance

Life insurance2

BENEFITS

$13.6

$25.8

1960 1966 1960 1965 1970

I Including sick leave.

1950 1065 1960 1966 1970

1 Including accidental death and dismemberment insurance.
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Health care payments continue to be one of the
fastest growing categories of employee-benefit
plan expenditures (chart 1). In 1970, outlays for
these purposes totaled $13.3 billionnearly twice
what was spent 5 years earlier. The annual
growth rate of 21 percent was somewhat higher
than it had been in past years. The inflation of
medical costs has left its imprint on the rapidly
increasing expenditures for health care benefits.

The next largest expenditure was for retire-
ment benefits, which amounted to $7.4 billion in
the year 1970, or almost 30 percent of total ex-
penditures. The 1970 growth rate of 14 percent
was somewhat lower than that registered in recent
years.

Life insurance and accidental death benefits
($.6 billion) and temporary disability benefits
($2.4 billion) had somewhat lower growth rates
than other types of employee benefits. The in-
creases in these categories were 3 percent and 16
percent, respectively.

Total benefits paid under private employee-
benefit plans were more than fourteen times high-
er in 1970 than in 1950; they went from $1.8 bil-
lion in 1950 to $25.8 billion in 1970. Although
payments in all categories advanced, health bene-
fits showed a greater increase than any other
category. This increase reflected the expanded
scope of benefits, such as those under major-medi-
cal expense plans, as well as the higher cost of
medical care. Total expenditures for health ben-
efits in 1970 were almost 20 times higher than
they had beeti at the beginning of the period;
they amounted to $709 million in 1950 and $13.3
billion in 1970.

Health care payments from employee-benefit
plans constitute the major share of total volun-
tary health insurance payments in the Nation. In
1970 these plans accounted for 85 cents of every
dollar of benefit payments of all private health
insurance agencies In 1950, they represented 71
cents per dollar paid out.

Private pension plan payments have had a
similar long-term growth pattern, with benefit
expenditures going from less than $400 million
in 1950 to $7.4 billion in 1970. This record growth
reflects both the greater number of annuitants as
the plans mature and the broadened scope and
level of benefits.

The other types of employee-benefit plans had
major dollar advances in the past 20 years. None

(8)

of their increasesmeasured either relatively or
absolutelywas of the same magnitude as those
of health or retirement plans.

MEASURING REAL GROWTH

Of more significance than changes in the num-
ber of covered employees or in the amounts con-
tributed for various types of benefits is the extent
to which these changes represent real increases
in terms of the total wage and salary labor force
and aggregate payrolls. Table 5 provides the ba-
sis for measuring these gains.

In 1970, coverage under all types of employee-
benefit plans grew at a somewhat faster rate than
the labor force because of the introduction of
new plans as well as expanded coverage in exist-
ing plans. The long-run trend shows that, except
for temporary disability plans and supplemental
unemployment benefit plans, the gains in cover-
age during the past two decades appear signifi-
cant when the number of persons covered is re-
lated to the number in the employed labor force.
Countervailing forces and institutional barriers
make growth in some types of plans increasingly
difficult and uncertain, however.

Despite a deceleration since 1960, the record of
real growth in coverage for employee-benefit
plans in the past 20 years has been impressive
(chart 2). In 1950, less than 50 percent of the
civilian labor force had hospital expense cover-
age (the most common type of health insurance
plan) ; by 1970, 80 percent had this protection.
Surgical coverage shows a similar growth pat-
tern. The other health care categories have dem-
onstrated even greater growth when related to
the civilian labor force. Regular medical (in-
hospital) expense coverage included more than
70 percent of the labor force in 1970 but only
16 percent in 1950. Major-medical expense plans
grew most quickly, with coverage rising from 4
percent in 1955 (when such coverage was first
being extensively offered) to 36 percent in 1970.

There has been a decided shift in the direction
of extended health care services through employ-
ee-benefit plans. Table 6 shows that, although it
was estimated that less than half of the employed
labor force was covered for X-ray and laboratory
expense outside the hospital in 1965, by 1970 the
proportion had risen to more than three-fourths.
Similar though smaller gains were registered for



plans providing out -of hpiiid drugs and /mi.
vate-duty and visiting nurse - 'mists. The data
show a sigtiiticalllt 111

dental care plans, which included about 7 per-
cent of the civilian labor I.,rce in 1970; there was
little coverage in 1905.

Under private retirement plans, the proportion
of private wage and salary workers covered in
private industry has typically increased by
percentage points a year since 1950: lly 1970
almost 50 pi./ven( of the private labor force was
covered. Temporary eisability and sal:0011mnd
unemployment benefit plans have shown little
change in coverage since 1951) (1955 for sitiqde
mental unemployment benefit plans). They in-
cluded 51) percent and 4 percent, respectively. of
the private labor force in 170.

The data on contributions, him. those for cov-
erage, also show real advances in terms of the
increasing proportion of aggregate wage and
salary payrolls that is allocated to employee-
benefit plans. The 1970 experience continued the
long-run trend (table 5). In 1950, total eontri-
butions for health insurance amounted to (1 rents
Per $100 of payroll: by 1971) they had risen more
than 300 percent to $.06 per $104) of payroll.
Contributions for life insurance and fur death
benefits rose from 34 cents per $101) of payroll in

i1 :01 e7 .ent I.,: $100 of payroll in 1970.
t period, ref irement plan

col .1:1)1,11" it private industry pay-
roll tided-from a rate of $1.67 per
$104) of ityrol! 19V to $3.28 in 1970. Contri-
but toil, for temporary disability plans experi-
eno growth in relation to private wage
and salary payrolls-69 cents per $100 in 1970
co:..,:11...? with 40 cents per $100 in 1950.

!:.asures, however, have some l'onita-
t F.-4011:0es of coverage, contributions ; and
benefits are based primarily on reports of in-
surers <t other nongovernmental bodies. Cover-
age data. for example, are generally based on
the number of art ive participants. In addition to
those currently employed, this group may include
persons who have been temporarily laid off or
ret iced. The pract ice of continuing coverage for
a retired worker is particularly prevalent in
group life insurance. Many group life and health
plans permit a person on layoff to continue cov-
erage in the group for 3 to 6 months, and, in some
cases, even longer. In addition, workers who have
tern.inated employment may carry vested pen-
sion rights: these persons are often included in
the total coverage group.

No attempt has been made in this series to
correct the coverage data for such limitations.

TABLE 4.-F.stitnated benefits pr.id under employee-benefit plans,' by type of benefit, 1950, 1955, 1960, 1965, 1967-70

:In millions)
_____. _ . ....

i
sr-

.= Type of benefit 1910
I

P165 1

Total 41,812.5 I $4,070.9 1

I-...orkersBenefits for all wage and salary
Life insurance and dect h benefits 3_ 310 0. MI . IS I

Accidental death and dismemberment ... 16.0
ms.7

26.1 1

Total health benefits
Ilos_pitalitation 14 477.5 11,2904t89 1

Written in conapitallet WO law.. 2.1 6.6

Major-medlcal expense
637.1

24.0
Surgical and regular medical 3 231.1

Benefits for wage and salary workers in private industry :
Temporary disability. including format sick leave' .. 710.4 !

compliance rah law .

4n7 .6
St .3 135.:

supplemental unemployment benefits .
Retirement 370 0 460.0 :

Plans whose benefits flow from the employment relatiouship and are not
underwritten or paid directly by government (Federal. State. or local).
Excludes workmen's oompensatbn required by statute and employer's
liability.

Group and wholesale life insurance benefits based on data front Institute
of Life Insuratioe, Lift truitranre Fee Book. 1971, modified u, exclude group
plans not related to employment. and excludes benefits paid under the
Servicemen's Droop Life Insurance plan. Self-insured deatn benefits bused
on data for various trade-union, mutual benefit association. and company
administered plane.

Unpublished data from the Institute of Life Inausnoe.
4 Data from "Private Health Maumee In 1970 Population Coverage.

Enrollment. and Financial Experience." Social Security Bulletin. February
1971. In estimating benefits paid to employees under plans other than group
insursrust and union and company plans, it was assumed that the proportion
of benefits attributable to employed groups increased gradually front 75
percent In 1950-60 to 83 percent in 1970.

Includes hospital plans written in compliance with State temporary ills-

(9)

1900 1965 1967 I 1958 1969 1970

$7,804.5 $13,543.7 216.389.2 $19.154.0 822.119.2 $23,797.1

3.017.6 1,550.0 1.699.0 2.137.1 2.386.2 2,435.1
47.3 89.5 101.4 I. ft 128.7 151.4

3.5941 2 7,012.1 7,973.8 9.414.6 10.984.1 13,822.7
2.355.0 4,160.5 4.526.3 3,228.5 6.129.3 7.344.0

8.0 2.5 2.7 2.7 3.3 3.3
1.116.2 1, a47 . 6 2,141.5 2.468.1 2,933.8 3.568.7

427.0 1.004.0 1.306.0 1,658.0 1,922.0 2.411.0

1.0:40. 1 1,310.1 1.5(16.0 1.1146.8 2,070.2 2,402.9
1 Al 197.6 al. 4 261.7 281.2 307.2
9:.11 62.0 119.0 105.0 100.0 125.0

1.720.0 3.510.0 5.630.0 6.450.0 7.310.0

ability intainsinoe law hi California, shown separatelyy in nest lbs.
t7npublished data from the Health Insuranee AssotKation of AMUR*.

Represents benefits paid under group supplementary and annO7110001
major-nwdical insurance underwritten by commercial Insurants minters.

/ Data from "Cash Benefits for @bader's* Illness. 19411-70." Sarni
Securgy Bulletin. January 1971. Includes private plans written in

9with State temporary disability insurance) laws In California, 141447
end New York. shown separately In next line. Includes benefits under long-
term disability plans. not available separately.

Based on tradeunion and industry reports and "Financing Supple-
mental Unemployment Benefit Plane," AMAMI Libor Rtsices,NOWInbitt
1!469, Excludes dismissal wage and separation *Newsome'. wept when
financed from supplemental unemployment benefit funds covering tem-
porary and permanent layoffs.

Estimated by the Office of the Actuary. Social Security AdmInistretiOn-
tneludes benefits paid under pay-as-yougo and deferred profit=
plans, plans of nonprofit organisations, union pension plan& and
plans supplementing Federal railroad retirement program.

covi
totattatt



TABLE 5.-Cuverag. and contributions under employee-benefit phns.1 by type of benefit in relation to employed wage and salary
labor force and payroll. 1950 -70

Yew

1950.... .

1955..
1960..-
1961..

.

1963 .

1964. .

1965....
1965....
1967
1964
1969....
1970.

1955. .

1961_...
1962... .

.

1964...
1965- .

1967....

1970. .......... .

I

Lill' AdefacitratinT1 Hospital. it9';111.1
, i si

! ,
1. ,loth y Smutptt

14terrtrillinsurinm.end death dismonbernt isation
i,,(414.41

Ilirtheal including
formal

sick leave
disability un°111-ployment

Iteginisiera

Covered

38.9
1'41.7
58.2
CO. 4
60.4
61.5
69.M
64.2
63 4
65.2
86.4
65.3
69.4

employees as percent of all we and salary workers* Covered employees as percent ofwage and
salary worker* In private Industry

18.2
25.3
35.5
36.2
37.4
40.2
2.1
43.5
41.5
43.4
46 7
49. i
52.1

48.7 33.5
00.0 54.7
68.141 05.5
71.31 00.4
71.11 68.5
73.51 70.7
75.m 12
74.3 72.0
73.0 70.s
74.31 72.3
75.7 73 0
77.2 70.0
143.21 79.2

A. .......
4.0

9).2: 16.5
19.7
21.2

56. 23.7

60.5 26.6

tit e. 30.2
4.: .51.6
fib... 33.1
7t.1 1 33.8

441.2
49.2
49.0
49.4
49.4
49.6
49.9
50.4
46.9
47.1
49.3
50.2
50.7

.1

..........
4.2
6.3
7.9
9.3

11.7

2.1
3.4

3.1
.6

33

3.5
3.6
3.8
3.8
3.8
3.8
3.9
4.0

23.8
32.2
42.4
446
43..3
43.9

4640..2

5

43.9
47.2

4746.8.1
48.3

Employer

.

0.34
.44
.54
.58
.54

.63

.64

. t:2.

.62

.66

.66
.67

and eitiplorre coributions us perceat of an wages
and selarim I

Employer and employee contributions as
percent of wages and salaries in private

Industry

0.01
.02
.03
.03

.03

.03

.03

.03

.03

.03

.04

.04

.04

0.40
.69
.96

1.06
1.11
1.16
1.21
1.25
1.10
1.16
1.23
1.29
1.45

0.21
.98
.49
.54
.56
.50
.56
.61
.61
.63
.as
.69
.77

..
0.02

.

.18

.24

.26

.28

. 30

.31

.31

.32

.36

.3m

. 44

0.40
.49
.53
.53
.54
.53
.51
.54
.54
.55
.61
.64
.av

0.02
.05
.05
.06
.06
.04
.04
.04
.03
. 03
.03
.02

1.67
2..

47
19

2
2.48
2.51
2.53
2
2..89

70

2.
3.0920
3.
3.0315
3.4

Mans whose benefits now from the en ployment n balm:slap and are
not underwritten or paid direct ly by woverunient r Federal. St :de. or local).
Excludes workmen's compensation requir id by statute and employer's

I Coverage of private and public employees rlated to AVvrligf. 1111r.Itr of
private and government full-time and part .time rivlilan employees 74.3
mtlliou in 1970 liable 0.3 in sonev .4 Current 111181Tirlil. July 1971 and the
Nettoual Income and Product ;Waists ottO Matti Nturts.:bto tits Stairs/ad
TOM,' xuptdnorall..t8l surrey of r hl BUSH), RO .1,a1A

*QM isep of larvae employees related to a age .&nd salary employed labor

Therefore, the ratios of the number of covered
workers to the number of workers in the labor
force Imre some overstatenwilt. The same degree
of overstatement may exist for the relationships
of contributions to aggregate payrolls. In a pe-
riod when unemployment and payrolls are ex-
periencing subnormal growth (as in 1970), the
effects may become more pronounced. Neverthe-
less. the overall impression of long-run growth
patterns for the various types of employee-benefit
plans remains valid.

As stressed above, there is a trend toward
broader and broader coverage under employee-
benefit plans.' Thus they now provide many serv-

3 See Health Insurance Institute. Neu Group Health
Insurance: I. Policies hived in 1970 and 11. The Five-
Veer Tread, 1985 -70. See Mao Donald M. Landay,
"Trends in Negotiated Health Plans; Broader Coverage,
Higher vitality Care," Monthly Labor Review. May 1089.
and Dorothy R. Kittner. -Changes in Health and In.
surance Plans for Salaried Employees," Monthly Labor
Review, February 1970.

tom. in private industry 61.5 million In 1970 (from table 6.3 in source listed
in footnote:).

' A:1411as fur private aii.1 public etriPloYee3 related to private and govern-
mnt civilian wages and Salaries- $522.0 billion in 1970 (from table 6.2 in
suite lisit.1 in Nowa 1,3t4 for qurgical and regular medical benefits
not available Feparately.

I A nietilits for private employees minted to wage and salaries In private
Industry $440.5 billion hi 1970 (from table 6.2 in source listed in footnote 21.
I !da for temporary and for loop:term disability benefits not avallablesepar
ately.

lees and protections not originally included in
the plans. The rapidly increasing dollar amounts
of benefits paid under employee-benefit plans,
however, do not necessarily represent real gains-
in terms of increased quality of care and ade-
quacy of protection provided-for individual
employees. Some of the rise in aggregate expen-
ditures is simply the result of growth in the
number of employees and dependents covered, the
increased per unit cost of providing specific serv-
ices and benefits, and the increased utilization of
services.

Measuring the magnitude of real gain in
health care benefits is particularly difficult.' The
extent of the utilization of medical and hospital
services is influenced by a number of factors such

See Herbert E. Bierman, Dorothy P. Rice, Barbara
S. Cooper, and H. Louis 'Heftier III, Boum* of In-
crease 1* Selected Medical Care Emposditures, 1919-
1969 (Staff Paper No. 4), Model Security Administra-
tion. °thee of Research and Statistics, 1970.
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as the age distribution of the work force, varia-
tions in morbidity em;erience I incidence of sick-
ness), shifts in the types of services used (costly
hospital versus less costly outpatient services),
and the tendency for private plans to provide

l'IlAMT 2. Wiirkerm covered under employee- benefit plans
MN a percent of the empioyed wage atil salary labor force.
*elected years. 19:4.-70

ALL WAGE AND SALARY WORKERS

PERCENT

so

40 Life issersses
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deo

00..6°1 "11. Accidsatal Oath
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RPIIK osikal
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.0006thief wail
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1155 1140 1965 1070
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Tssiloraridlohliti (adadiel skk love)

sow .11.
4011. Retirellnit
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1111.6118aanWito

Seppkosald useasphyonest..... ...... .....
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TABLE e.Coverage under employee-benefit plans,I
percent of employed, wage and salary labor foroe,s by selected
type of medical care service, 1065 and 1970

- - - - -

of benefit 1970 1933

Physicians' °dice and home vislta 47.2 37.7
X-ray at,(: tlhorntory exatalnatIons 75.5 47.6
l'tesettla (I .trug, ,out-of-liasPitall 5,1.6 31.9
Prfaatt,,titty naming 51.4 33.2
V int lust m..14- service ... .. ........ . 54.8 35.4
Mitsui,: t.urn, (-Are 13.8 3.8
Dental care. 6.6 2.0

_

ilea footnote 1. table 5.
I See footnote 2. table 5.

supplemental rather than basic protection to the
elderly, as the result of Medicare. The discussion
below, which is based on adjusting the health
care data for population and price changes,
should therefore be viewed as providing only
rough estimates of the real gains in the quality,
scope, and adequacy of protection provided by
employee- benefit plans.

Health Benefits

Total hospital benefits paid by employee-benefit
plans (including those from major-medical
plans) increased by 224 percent in the 10-year
period from 1960 to 1970. During the same pe-
riod, benefits per participant (employees and de
pendents) grew by only 120 percent. According
to the Bureau of Labor Statistics, the hospitn1
daily service charge component of the Consumer
Price Index (('PI) rose 156 percent from 1960
to 1970. By adjusting per capita benefits for
price increases, a rough approximation of real
gains can be made. An analysis of the data indi-
cates that real gains were substantial for each
year from 1960 to 1965that is, benefits per par-
t icipant rose more rapidly than the cost of hos-
pital care as measured by room rates. Since that
time, however, the per capita benefits in constant
dollars have shown little growth. As a result,
most of the increase in expenditures for hospital
benefits since 1966 reflects only the rising prices.

l'nlike hospital benefits, the payments for sur-
gical and other medical benefits. (including those
under major-medical plans) showed substantial
real gains in the past 10 years. Aggregate bene-
fits have had a 277-percent increase since 1960.
Benefits per capita also rose sharply by alnuat
150 percent in the same period. After adjustment
of these figures for price rises (as reported for
the physicians' and the surgeons' fees component



in the ('PI), real per capita medical care pay-
ments still showed all increase of about 55 per-
cent.

The major source of the gain in health care
protect ion has been the broadened major-medical
expense coverage. Tables 1 and 2, for example,
show substantial expansion during the period
11m4o in coverage under employee-benefit plans
for physicians' home, hospital, and office visits,
X-ra an:I laboratory examinations, prescribed
drugs, etc. In addition, surgical and regular med-
ical expense benefits in existing plans were also
liberalized.

Temporary Disability Benefits

Some indication of the gains in protection un-
der temporary disability plans can be derived by
relating the amounts paid under these plans to
the total atamunt of income lost by covered pri-
vate wage and salary workers. l'se of this method
shows that cash sickness benefits paid under pri-
vate plans (including formal sick-leave plans)
replaced 31.3 percent of the gross income loss of
covered workers in 1960 and 38.8 percent in 1970.
Most of this real gain was registered in the sec-
ond half of the decade.

The index of groWth reflects to a large extent
the increasing prevalence of formal sick-leave
plans, which by generally providing for 100 per-
cent of pay from the first day of sickness, can be
expected to replace a greater proportion of lost
income than insurance plans. From data col-
lected by the Bureau of Labor Statistics in its
community wage surveys,' it is estimated that
the number of employees covered by formal sick-
leave plans increased by 15-20 percent from 1960
to 1965 and by 40-45 percent from 1965 to 1970.
A growing number of these plans are used to
compensate workers for the first few days of
sickness that are not covered by ordinary insur-
ance policies.

According to the, limited evidence available,
group wage-replacement insurance policiesun-
like formal sick-leave planshave little more
than held their own in recent years, at least with
respect to short-term benefits.

'Department of Labor, Bureau of Labor Statistics,
Wages and Related Benefits. 1969-60 (Bulletin No.
1265-62), 1961, Wages and Related Benefits, 1964-61
(Bulletin No. 1480 -83), 1966, and Area Wage Surveys.
1969-70 (Bulletin No. 1660-91) , 1971.

Private wage- replacement plans under New
York State temp,)rary disability insurance laws
reported an .tv.tagt .%,eilly benefit for a disabled
worker of $45.8.4 in 1960; by 1965 the amount had
gone up 11 percent to $51.08, and in 1970 the
weekly benefit average was $67.66 32 percent
higher than in 1965. These increases, however,
were no greater than the advance's in average
weeitiy wages that took place in the State-18
poet eat ci.lm 1960 to 1965 and 32 percent from
1965 to lq70.

Similarly, the Health Insurance Institute an-
nual studies of new group disability insurance
policies'. show that the average maximum weekly
benefit available to employees covered by 26-week
plans rose from $59 in 1965 to $66 in 1970 (for 13-
week plans, the increase was from $46 te $50).
This increase is considerably below the 30-percent
rise in national wage levels during the period.
The sample studies do indicate some liberalization
in the maximum duration of benefits, which un-
doubtedly contributed toward the real gain in
temporary disability benefits. In 1965, 45 percent
percent of the employees under group wage-
replacement policies were eligible for benefits of
26 weeks or more. By 1970, the proportion had
risen to 55 percent.

Retirement Plan Benefits

Average outlays per private pension benefici-
ary rose from $1,021 in 1960 to $1,654 in 1970
a 62-percent increase. An examination of aggre-
gate retirement benefits under these plans and
of prices since 1960 shows that rising price levels
have eroded some of the value of higher benefit
levels. For all beneficiaries, average annual bene-
fits measured in terms of constant 1970 dollars
still showed sizable increases of about 25 percent
over 1960 ($1,338 in 1960, compared with $1,654
in 1970).

Life Insurance Benefits

According to the Institute of Life Insurance,
the total value of employee group life insurance
rose 177 percent from 1960 to 1970. At the same

*Health Insurance Institute, Group Health Insurance
Policies Issued in 1961. . . 1* 1966. and ... In 1970.
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time, the number of active lives covered also
rose rather rapidly, so the average policy value
increased only 57 percent. This increase, how-
ever, was about the same as the rise in annual
average earnings. Thus, on the basis of this lim-
ited analysis, group life insurance plans have
merely kept pace with rising earnings in recent
years.

PRIVATE PENSION PLAN TRENDS

Coverage

The estimated number of persons in private
wage and salary employment covered by private
pension anti deferred profit-sharing plans was
about 9.7 million in 1970 (table 7). The small
numei ical anti percentage increases in coverage
from 1969 to 1970 were typical of the increments
in the past few years.

Since 1950, coverage under these plans has
tripled. In recent years, however, the rate of
growth has declined : ('overage grew by about.
7 percent from 1950 to 1955 and by 38 percent
from 1955 to 1960; it increased by only about 20
percent in each of the next two 5-year periods.

Retirement plans covered about 48 percent of
the private wage and salary labor force in 1970,
compared with approximately 22 percent in 1950.
In recent years, the proportion of employed per-
sons with pension coverage has risen slowly. At

the same time the proportion of the retired popu-
lation receiving private pensions has been grow-
ing signitic:llii IV.

The growth in the number of persons covered
by private pension plans has slackened, since
these plans lave already been extended to the
more accessible groups. According to a Bureau
of Labor Statistics study,° low-paid workers in
small establishments are least likely to be cov-
ered by pension plans, and their inclusion in
private i nsion plans may prove difficult.

A recent Social Security Administration
study/ shows that workers with private pension
coverage who reached retirement age in 1968-69
typically had held high-paid white- or blue-iollar
jobs in the manufacturing, transportation, public
utilities, and finance industries. Those least likely
to have such coverage were relatively low-paid,
unskilled and semiskilled workers in construction
and in trade and service industries.

As part of the Social Security Administration's
continuing efforts to improve the series on private
retirement trends, reviews of estimates of cover-
age have been underway for some time. TTp to this
time, no substantial comprehensive information
has become available to provide benchmarks for
revision of the series. A major study of private

Emerson Beier, "Incidence of Private Retirement
Plans." Monthly Labor Review, July 1971.

Walter Kolodrubetz, "Characteristics of Workers
with Pension Coverare on Longest Job : New Bene-
ficiaries," Social Security Bulletin, November 1971.

TABLE 7.-Private pension and deferred pro11.!-sharing plans I: Estimated coverage, cuntributions, beneficiaries, benefit pay-
uients, and reserves, 1950, 1955, 1960-70

-

Year

Coverage'
end of year

(in thousands)

Employer
contriNitions
(in millions)

Employee Number of
contributions beneficiaries. end of
(In millions) year (In thousands)

Total

ism s. aura
irss .... . ... 13.400
1 1

1961
980

J220000
1902..... .100
196S .800
1931 600
1965 .300
1966 .300
1967 300
IOU .000
1000 000
1970 .70)

. .....

In-
sured

2,600
3.800
4.900
5.100
5,200

6.
3.400

000
6.300
6.9D0
7.700
7.900
8.700
9.300

Noa-

lured
h). Total

.200
171.6)0
16.300
IMOD
17.900
18.400
18.100
19.100
19,400
19.800

100
.
.400

3.
1.72W)50

4.710
4.830
6.200
5.51D
6370
7..370
8.10
9.2010
9.940
1420
2..560

lured

$720
1.100
1.190
1.180
1.240
1,38)
1.520
1.71)
1.840
2.010

3.
2.40

0320
2.860

Non-
in. Total

lured

2.
1.0 30

801

3.520
3,630
3.900
4,170
4.330
5.13

0
)

6,36
7.040
7.
8.497000
9.720

$330
560
780
710
$30

910

1.040
1.130
1,2a)
1.300
1.420

In.
infect

$200
210
300
290
$10
SOO
$10
ZIO
230
340
840
830
310

; Includes paysyou-go. multlemployer, and union-administered plans.
those of nonprofit organisations. and railroad plans supplementing the
Federal railroad retirement program. Escludee pension plans for Federal.
State. and local government employees as well as pension plans for the self.
employed. Insured pions art underwritten by insurance companies; Donlo-n; plans are. In general, funded through muses.

st rultidas annufWints; employees under both insured and noninsured

Non.
M-
tted

$130

490
520

670
710
790
190

1.010
1,070

Total slurred

450
910

1,780
1.910
2,100
2.280
2490
2..710
8.110
1.410
3.770
4,180
4.720

290
150
290
540
570
680

7
79400
670
930
0701.10

1.0
1,221)

Non-
in-

sured

SDO
SOO

1.240
1.340
1.470
1.100
1.
1.980

750

2240
2..480

72.60
3.110
8.300

Amount of benefit
payments

(in millions)

Reserves.
end of year
(In billions)

TOW In-
sured

110
390
430
111

570
0

640
730
$10
910

1.030
1.1
1.33400

Non-
in.

dure
Total

$12.1
27.5
32.0

8.
6367.5
69.9
77.7
as. a
95.5

106.3
117.8
127.8
137.1

In-
sured

Non-
in-cured

$370
850

1.720

2.
1.970

230
2.5(10
2.99D
3.53)
4.10)
4.790

41.

A.630
450

7.200

$290
670

1.380
1.520
1.820
2.(Y40
2,350
2.1100
3.380
3.860
4.300
5.030290
6.

$6.6
11.3
18.8
70.2
21.6

2523.2

3

27.3
29.
21.9

3

34.8
37.
40.1

$6.
16. 1

3

33.1
73.5

41. 9
41.1
12.4
50.2
66.2
74.2

.1
90.6
97

plans are included only once- under the Insured plans.
Includes refunds to employees and their survival and lump-sums paid

under deferred prolltsbuing plans.
Source: Complied by the °Moe of the Actuary. Social Sundt y Administra-

tion, from data furnished primarily b the Institute of Life Insurance and
the Sioctuitles and Escheat"
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pension coverage will be conducted in 1972, and
the series will be eorected when these data art.
available.

Contributions

Improved estimates on the financial activities
of corporate private pension funds have become
available this year. As a result, the data on total
co:061,116(m and benefit payments have been re-
vised for o:4 years since 1960.

Employer and employee contr.:1.'116.ms to re
tirement :ans amounted to an estimated $14.0
billion during 1970. This 9.5- percent increase
from 1969 contributions was lower than that ex-
periences! from 19614 to 1969.

Table 7 shows that combined employer-em-
loyee contributions in 1970 were seven times

greater than they had been two decades ago when
they amounted to $.0 billion. Since 1950 em-
ployer contributions have grown at a faster pace
than employee contributions, and employers now
pay almost 90 percent of all cont ribut ions. In
190, their share was about 84 percent.

Benefits and Beneficiaries

Total benefit payments under priVlt" pension
plans amounted to $7.4 billion in 1970, a 14-per-
cent increase, typical of the growth of the past
5 years. About 4.7 million persons (beneficiaries
and survivors) received benefits during 1970-13
percent more than in 1969. This higher-than-
usual increase in the number of beneficiaries can
be tied directly to the relatively high unemploy-
ment rate during 1970 with its consequent pres-
sures for retirement.

Following the trend since 1950, the rate of
growth in benefit payments continues to outstrip
growth in the number of beneficiaries. The 1970
figure for beneficiaries is 10 times the figure for
1950. Benefit payments in 1970 were 20 times
larger than in 1950, mirroring past and recent
improvements in the benefit levels as well as the
rising wage levels on which these benefits are
based. In recent years, inflationary pressures have
resulted in a significant number of ad hoc ad-
justments in benefits for workers already re-
tired.

Since the growth rate for beneficiaries has been
far greater than that for active covered workers,

the ratio tf covered active workers to benefici-
aries has ch.il.;!,11 radically in the past 20 years.

t:ef 0 about 22 active workers for
re, iree: y 1970 this ratio had dropped to

6 to i. decreasing ratio is usually considered
a t*7 i the gradual maturing of a pension

The. relationship between benefit payments and
totni contributions is another rough measure of

:Jig of the system. Despite the erten-
.' tIle expansion of coverage in exist-

inc i.t ?old other changes dictating increased
contil:r ws in the past 20 years, the ratio of
benefits to contributions went from 18 percent in
19:,0 to 31 percent in 1960, and to about 53 per-
cent in 1970.

When returns on investments are considered
with contributions and benefits, the relationship
remains the same. Benefit payments equaled about
45 percent of total pension fund receipts in
1970, compared with 16 percent in 1951. On an
aggregate basis, the investment performance of
pension funds has had a direct relationship to
contributions and benefits paid. As reserves have
grown, and as their rate of return has increased,
contribution growth has slowed. At the same
time, benefits have risen sharply.

Reserves

Reserves set aside for present and future pay-
ments rose to $137 billion (book value) in 1970.
The relatively modest gain of 7 percent from
1969 assets was below the typical increase of the
1960's. This relative decline ::as chiefly due to
losses on the sale of fund assets during the year.
Beneficiaries and benefit payments from retire-
incla programs had expansivA growth in the past
few yearsan additional factor in the decline in
the growth rate of pension fund reserves.

TECHNICAL NOTE

The estimates of coverage, contributions, and
benefits in this series are based for the most part
on reports by private insurance companies and
other nongovernment agencies. Many of the re-
ports include data for persons who are no longer
employed as wage and salary workers because



of retirement, temporary lay-off, sickness, or shift
in jobs. No attempt/ has been made to adjust the
data for any overstatement that might result
from their inclusion, except that the coverage
estimates for pension plans have been adjusted
to exclude annuitants.

Contributions under insured pension plans are
on a net basis, with dividends and refunds de-
ducted. Those under noninsured plans are, for
the most part, on a gross basis, and refunds appear
as benefit payments. For pay-as-you-go (un-
funded) plans, contributions have been assumed
to equal benefit payments. Estimates of per capita
contributions are derived by dividing total an-
annual contributions by the average number of
employees covered during the year.

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


