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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, vere nine times greater and benefit outlays
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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 hasx grown tremendously. By 1970.
contributions were nine times greater and henefit
outlays fourteen times greater than they were in
1950. The number of persons covered by most
types of benefits also grew sharply. Furthermore,
impressive developments have occurred in both
the xcope and level of benefits, especially in the
puast few years. Thix article discussex the long-
term qrowth in these plans and assesses the trend
in terms of real gains,

EMPLOYEE-BENEFIT PLANS in 1970 ex-
hibited strong increases in contributions and ben-
efits, despite the general slowdown in the econ-
omy. Benetit payments amounted to §25.8 billion
(16.6 percent more than in 1969), and contribu-
tions reached $34.7 billion (13.8 percent more
than a year earlier). .\ 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 expunded employment in existing plans.

Employee-benefit plans are now the predomi-
nant institution through which most workers and
their families ohtain 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, Ofice
of Research and Statistics. Susan Plaks assisted the
author in the preparation of the article.

by WALTER W. KOLODRUBETZ*

These totals mark a 20-year peried of growth
in which the number of persons included in hos-
pital insurance, life insurance, and retirement
plans has tripled. Coverage 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-
surance through the employment place expanded
from ahout 50 percent to 80 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
hasic 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 nnit contributes (as an employ-
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er) to the tinancing of the program. Specifically
included here are plans nroviding government
employees with group life insurance, accidental
death and dismemberment msurance, and hos-
pital, surgical, regular medieal, and major-medi-
cal expense insurance. Retirement and sick-leave
plans for government employees, which are fi-
nanced and administered directly by government,
ave excluded from the series,

HISTORICAL DATA

The historieal series on employee-benefit plans
has undergone one substantial revision. Contri-
butions and benefits vaid under private retire-
meut plans have been adjusted upward, for years
stee 1962 to account for revised estimates made
by the Securities and Exchange Commiission, A
minor change has been the exclusion of the self-
emploved from the coverage reries of private
retivement plans. The effect of these changes is
disenssed later under the section on retirement
slan trends.

Coverage for Employees

In 1970, all types of employee-benefit plans
registered gmins in the number of employees cov-
ered, but guins were modest for the traditional
categories, As table 1 shows, among employees
with some type of health care in 1970, alimost 60
million had hospital protection and 59 million
had surgical coverage. Regular in-hospital medi-
cal expense covernge was extended to 53 million
workers. A considerably smaller number of em-
plovees 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 1970—a
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

1 Hata for major-medical expense pla -3 relate only to
those written by commercial insurers and exclude Blue
Cross-Blue Shield plans of this type (covering 249
willion persons in 1970).

(b)

coverage pattern has shifted considerably, so that
today an increasing number of employees (and
their dependents) have gained protection for
other medical scrv.es such as physicians' hos-
pital. home, and oflice 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 for a large number of ewrployees. Regu-
lar medi-al-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 madest guins 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 cov-
erage of medical services other than the conven-
tional types of coverage just disenssed. 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
Lienlth 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
1970—an 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  measured either in ahsolute dollars or in percent-
1969. age gains. Thus, the short-term growth trend
. All sectors of employee-benefit plans have ex-  shows a definite acceleration—a reversal of the
perienced sizable increases in contributions—  previous trend—despite a slackening in expansion

TabLE 1.—Estimated number of wags and salary workers and their dependents covered under employee-benefit plans,! b
type of benefit, 1050-70 e - rea . P p y

{In millions]
Benefits for all wage and salary workers i Benefits lo: wage and salary workers
| in private lndwry
Hospitalization ¢ l | i xfn’n‘“’
osp n ncu ng
End of year Lits in- Aoct- g Major !omny Long- | Subple:
dental '_ ng mental
surAnOS Lyecenand cals lar . medical | torm Retire-
snd v . Surgl feals;  ex- | disa. | UNCM | pentte
death ? g‘:::“t‘. r’ ritten | penses ¢4 }""&':“ bility ¢ "'°{'
n n com- 1 com- men
Total | niisnce ! Total | Liance
wnh law ] with law
19.6] ° 8.1 54.5 1.2 3.5 15.8 l 2.1 6.8 9.8
2.6 15.8 81.4 1.4 7. €0 4.8 23.8 6.8 1.0 15.¢
37.3 2.9 103.9 1.2 4.3 P I 28,6 | 24.8 6.8 1.7 21.2
39.1 2.3 107.3 1.1 102.3 * 31.8 24.6 6.8 1.8 2.2
0.6 n.6 110.9 ) 104.9 . 35.1 25.2 8.4 1.8 2.1
2.8 4.7 116.2 3 1.3 .- 38.7 25.7 6.2 1.8 23.8
45.2 2.3 119.6 .3 114.9 . - 42.8 26.4 8.2 . 1.9 2.6
47.4 28.4 123.9 3 1194 .4 4.3 27.6 6.4 (. 2.1 2.3
5.0 28.5 128.2 [} 124.0 168.2 8.0 26.9 8.6 2.2 20.3
8.8 0.4 13.8 4 130.3 111.5 LYY 27.4 6.7 2.2 2.8
58.7 8.7 139.8 [} 134.4 116.. a.s 20.5 6.7 | 2.3 28.0
38.6 38.3 147.1 4 144.8 124.3' 68.8 30.9 6.9 1 2.4 29.0
0.4 3.7 152.8 [} 150.8 133.4 72.3 | a2 [ R1] | 2.8 N.7
1
19.4 8.1 24.3 1.2 17.7 s.-z! .......... 20.1 8.6 ... o g
28.0 18.6 2.1 1.4 3.2 20.4! 2.3 23.8 6.8:.... : 1.0 15.4
u.2 2.9 40.6 1.2 3.6 2.5 Wy, 243 eB| _........ i 1.71 2.2
35.8 21.3 2.0 1.1 4.2 31.5. 11.6 ¢ 24.8 6.8 (.... , 1.8 22.2
368.4 22.6 43.3 .9 4.4 32.8 12.9 28.2 881.. ... l.si 23.1
37.8 24.7 45.3 .3 4.5 349! 14.6 2.7 1 6.2 . ........ 1.8, 2.8
0.1 2.5 46.3 .3 “.8 36.6 15.6 20.4 | 6.2, 1.9 24.6
41.9 8.4 8.5 .2 47.0 3.4 1.5 20.6 6.4/. 2.1 5.3
4.5 28.8 8.1 A 48.6 a1.2 19.0 26.9 | 6.6 2.4 2.2 26.3
45.7 0.4 82.1 .4 %0.8 Q.9 21.2 27.4; 6.7 38 2.2 27.8
4.2 3.7 4.6 .4 8.1 48.1 2.8 .5 6.7 4.7 2.3 28.0
48.5 34.5 57.4 .4 58.3 4.2 4.6 8.9 8.9 3.7 2.4 20.0
sl.6 38.7 .6 .4 8.9 82.9 26.6 a2 6.4’ 7.2 2.8 2.7
.2 0.2 19.8 r & N PO
1.6 48.3 |. 42.9 28.8 2.81.
3.1 6.3 1. 80.7 4.8 15.9 |.
3.6 |. 65.3 (. 62.1 48.7 19.9 |.
4.2 67.6|. 64.5 49.2 2.2
5.0 0.9 6.8 82.3 4.1
8.1 73.1 7.1 88.3 7.0
8.8 5.4 kR 8.0 2081
6.5 78.11. 5.4 63.0 R.o|.
7.1 81.7 9.5 87.6 36.21.
7.5 85.2 8.3 70.4 .9 .
8.1 80.7 88.3 75.1 42.0
8.8 3.2 .y 80.6 ®%.?7
1 Plans whose benefits flow from the employment relstionship and are Compnhonlm insurance, which includes both bhastc hocplul .
not underwritten or pdd directly by government (Federal, suw of jocal). medical benefits and major-medical expem -proteciion inthe same
Excludes workmen's compensation required by statute and omployeu covered an estimated 6,765,000 employess und 11,464,000 dcpandonu in 1070,
lability. 7 inoludes Drivate plans written in compliaice with State temporsry
3 Uroup and wholessls life | nnmnoa coverage baudondnurom lnmtuu dissbilit lnmunee laws ln C.mo: nis, New Jersey, and New York. Dats
of Life Insurance snd Heslth Insurance Association of America, Group from 4 ¥ of Accident and (’.‘amm in United sum (H&sl‘t&n

Insurance Coserages in the Uniled States, annual lssus, and Tally, October Insursnce Councn. ¥50) sud Emut o! &duu%lmnm erage

1971, modified to exelude grou plml not rvelated to smployment. Aho Ungled States (Hulth lnmnnee Council, 1951-68) and from the Institute
excludes Bervlcomnl roup Life Insurance issted to cover members of of Life Insursnce (8¢ foctnote 2), sdjusted to esclude credit sccident and
the Armed Forces. &mm death benefit w co::sm based on dats health lmunnm Data for 1950 modmed slls !'tosdlun for eflact of State

for various t company-admin- uuﬁm lity insurancs lsws on for sick leave and othu
istered plans. ul nmnd plan coverage. Inning In 1988, group aecidont and 84
8 Iata from the Institute of Life Insurance (see foctnote 2). coversge has besn lclude thon with long-tertn ne-
¢ Data from * Private Health lnmnnce in 1970: Population Coveruge, m pouclu. which ususlly do not pro'ido short-torm benafits. This Coverage
Enroliment, and Financial Experience,” Soctal Security Bulletin, Fobruary is now shown 8¢ Y
1972, and from souroes cited in footnote 2. In estimati numb«olemployeu s Data from Health Insurance Association ol Ameorica (ses footnots 2).
covered under plans other than Rroup insursncs ..'3 union and company Estimates for before 1964 are not avatisble

, it was assumed that the prepartion of subscribers in emplo od 'Bmd on trade-union and indus! npom Esxcludes dismissal wuge
ncreased cndunnytromnpo&?u in lm-d.lutosiptm ul:'; A g: and separstion sllowances, except when financed by lupplerncnul ua-

hospitaiization. . and regular medical coverage adjusted to lneludo em maent bensfit funds covering temporary and permanent
omgloyeu snd .I?:g dweudonu coversd by poup.ﬁmpnbnnu ve major- ploy Estimated by the Oftice om.."i , Social Begenuruy Admmmtmon
mﬂlc:ll ?u m m lul lans written | ith tem- lnﬂudumps{;‘n you"-aomnmd m“"’dmﬂ?mm"m lum:xgn?fn.
nelu v, w n compliance with State 5 1
Huy lnmnuee ha in Californis. he Federal rairoad mtmng:n proe't’am £xcludes ﬂn lans gw nf

resents coversge under group supplemen and comprehensive State, and looal governiment smployess as wall as p tor uw ulhmploy
m.jg:?modlul {nsurance mw'mu'& bype%mme insirance gompcmu Data exclude m‘:mtmu
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Tanie 2.—~FEstimated number of wage and salary workers
and their dependents under employee-benefit plans,! by
selected type of medicul care service, 1965 and 970

frs millumes]

v Eme 1 D
Type of beuefit Totul | ploy- | pend-
I vex | ents
i
190
Phyusicluns’ oftice und home visits SK.7 ! RL SER XN
X-ray and Bihanatory veaminations e . 881 &by
Preserihed C1ues vt of-hogpirtals wem | &0 N
rivateqduty nmsias, . . w.T oy AN 5.5
Visitineenin s v Wiwi 4.7 2
Nunsug ot ¢ PRI I | IO .0
Vental care ol gl 7.1
LGS

Physicians’ oftice and homie wisits . . . .. . a7 i .48 KilN |
X-ray and laboratory sxaminstions . . .. ND.0 M R4
Preseribed drues coutof-hospataty .. 0 0 0 ) Mo ML Ja.8
Privateduty nurving . oo . Mo N7 35.2
Vistting-inse setvice . . 0,5 . . K
Nurking hotae care .. . . FON T AN 5K
Dental care | . e e 3.9 1.3 | Py

1 Plans whose heneflts fow from an employ ment relat foustit) and ate not
pald direetly by governnient (Federal, Stuty, or locali.

of vovernge, Althongh these increases are mainly
due to inflationary factors, benefit improvements
in the sane period also played a role.
Contribntions to employee-benefit plans in 1970
were nine times greater than they were in 1950
(chat 1), Between 1950 and 1935, contributions
almost doubled, with most of the growth cen-

tered in health benefit plans and pension plans.
Batween 1855 and 1960, total contributions in-
ereased by ahont v percent ; they showed a sim-
o e oo o 0 nd 1963, Sinee 1965, how-
ever, (iwey have rsen by nbout 75 percent. Most of
this grewtle ean be attributed to the increases of
67 per-ent in retivement plan contributions and
85 percent in health plan contributions.

The amonnt and pattern of employee-benefit.
plan contributions have undergone suhstantial
Sufis o qae @0-year period. In 1950, when the
otal ateunt e-mtributed was less than $4 billion,
the v.i s types of health insurance benefits
neconted for a little more than one-fifth of
employer-employvee contributions. Since then an
increasing shave of contributions has been chan-
neled to hiealth insuranece benefits, with a smailer
portion going for retirement benefits and the
amounts for the other benefits remaining more
or less stationary. As a result, in 1970 contribu-

" tions for health care—$13.9 billion—were two-

fifths of agaregate contributions. Retirement con-
trilutions in the same year totaled about $14.0
billion and also accounted for two-fifths of aggre-
grate contributions: they had been a little more
than half the total in 1950. These shifts resulted
from a multitnde of interrelated factors, such
ns the increased cost and broadened scope of

TasLE 3.—FEstimated total employer and employee contributions ! under employee-benefit plans,? by type of benefit, 1950,

1855, 1960, 1965, 1967 70

{{a millions)

Type of benefit 1050 1988 ] 1980 1085 1087 1988 1960 19%
Total. $?,437.0 $7.881.6 | $12,522.1 | $19,802,0 | §23.385.6 | $28,720.0 | $30.480.8 $34.870.2
Henefits for all wuge and salary workers:
Life insurunce and death benefits 3 0.0 |, 8N0.3 1.416.2 2,233.0 2.538.0 2.436. 8 3.223.6 3,822.9
Accrlental death and dismemberment ¢, 18.4 43.4 70.0 118.0 142.0 169.0 190.0 224.0
Tots. health tenefits... ... RO NG, 3 2,143.6 4.287.0 7.520.0 8.M8.8 10.078.6 11,504.8 13.877.6
Huspitulization 0., . ... ... ... . 862.4 1,385.1 2,504.8 4,332.8 4,7202.7 5,539.4 6,341.4 7.880.3
Surgical and regular medical 5.... ......... . 23,9 764.8 1,282.2 2,100.2 3,582.1 2,915.2 3,363.4 3,908.3
Major-medicalespense 1 ... ..o Lol ol e 34.0 47.0 1.078.0 1,204.0 1.62.0 1,8800.0 2,00.0
Heneilts for wage and sulury workers in privat> industry:
Temporary disabllity, including formul sick leave®. .. 802.3 884.1 1.170.% 1.5472.0 1.844.8 2,243.9 2,8582.4 2,91.7
"ruma (rle cmnpl‘l'?ucc wirh b::.w ied T | 5.0 14738 ﬁgg m; ﬂgg ?gg mg ' ’ga
Suppletental unemploynient benefite®. .. ... ... . K . . . . X B
Retirement 10, o ] 20070, aM0' 54%0| ®3000| 10100 | 10| 127800 | 16000

—_— - .o - P

1 Exclndes dividends in group insurance.

2 Plans whose benefits flow from the employment relationship and ara
not underwritten or paid directly by government (Federal, State, or local).
ﬂzxg‘l't:;m workinen's compensation required by statuc. wnd smployer's

L v

$ (3roun and wholesale life insursnce premiums bused on datu from In.
stitute . Life (nsurance and Health Insurance Assoctation of America,
Group Insuranee Coorrages tu the Usited States, atmua) issues, and Tally,
Octoher 1971, modified Lo exclude group plans not related to emiployment.
and excludes premulums for the Servicemen’s Gioup Life lusutunce plan.
Self-insured death henefits costs based on dats for vurious trade-union.
mutual benefit association, and company-administersd plans.

¢ Data from 1nstitu’e of Life Insurance (soe footnote 3).

¥ Data from “Private Health Insurance in 1990: Populition Caverage.
Furoliment, and Financial Experience.” Social Security Bulletin, February
1972, In estimating countributions for employees under plans othar than
droup insurance and union and con”nmy plang, it war assumed that the
proportion of suhscription income attrihutable to employed groupa increased
gradually from 78 percent in 1950-60 to 83 percent in 16970,

$fucludes private hospital plans written in complisnce with State tem-

BEST COPY AVAILABLE

}mnt\;y dlsrbmty Insurance law in California; separate data not availsble
lor these plans.
1 Unpugluhed data from the Health insurance Associstion of Amaerics.
Represents premiums for group supplementary and comprehcnsive major-
medical insurance underwritten by commercial insurance carrers. |

S Data from **Cash Benefits for Short-Term Sickness, 1048-70." Social
Security Bulletin, January 1972, Includes prmz:ll;lms written in compli-
anos with State temporary disability laws in California, New Jerssy, a
New York, siiown separately in next {ine. Includes ountributions undes
Iomﬁterm disability plans, not avatiable separately.

? Based on trade-union and industry reports. and *'Finanein sup%l.e-
mental Unemployment Benefit Plans.” AfomtAly Labor Review, November

1989. Excludes dismissal wage and separation allowances, exospt when
nmmua' by sur lemental unemployment benefit funds covering
and permanent layofls

1s Estimatad by the Office of the Actuary, Social Sscurity Administration.
Includes eonmbfmnm to pay-as-you-fo and deferrsd profit-sharing plans,
plans of nonprofit organizations, union pension plans, snd
supplementing Federal rallroad retirrment program.
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health care, especially since 1965, and the matur-  for retirement, unemployment, and sickness, and

ing of retirement programs. for death benefits amounted to an estimated $25.8
billion in 1970- a rise of almost 17 percent over
yevious year (table 4). The largest single

Benefits the | ous year ( ) ge 'y

item of benefit payment in 1970 (representing
Employee-benefit plan expenditures for health  slightly more than 50 percent of total employee-
and medical care expense, for periodic payments  benelit outlays) was for health care.

Cuart l.—Contributions and beuefits under employee-benefit plans. by type of benefit, selected vears, 1950-70

BILLIONS OF DOLLARS
B WORKERS IN PRIVATE INDUSTRY ONLY
(XX Retirement
B Suppiemental unemployment
Temporary disability’
301 ALL WAGE AND SALARY WORKERS
(] Heslth insurance
Life insurance2
$25.8
5 -
CONTRIBUTIONS BENEFITS
20 - s‘gos
5
$135
$125
10} o i Kebe
RN sy
s} R
L
o 7
0 /7777 //
1960 1956 1960 1985 1970 1960 1955 1960 1965 1970
vIacluding sick leave. ? Including accidental death and dismemberment josurance.
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Health care payments continue to be one of the
fustest growing categories of employee-benefit
plan expenditures (chart 1). In 1970, outlays for
these purposes totaled $13.3 billion—nearly 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
incrensing 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
(§2.6 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 nnder 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 enre. Total expenditures for health ben-
efits in 1970 were almost 20 times higher than
they had been 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 insnrance 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
retlects both the greater number of annuitants as
the plans mature and the broadened scope and
level of henefits. .

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

(8)

of their increases—measured either relatively or
absolutely—was 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 becanse 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 decelcration since 1960, the record of
real growth in coverage for employee-benefit
nlans 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. risirg 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 directicn
of extended health care services through employ-
ee-bepefit 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
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plans providing out-of hospital deags wnd pri-
vate-duty and visiting nurse services. The data
show a significant merease i covernge under
dental care plans, which iecluded about 7 per-
cent of the civilian Inbor force in 19703 there was
little coverage in 1960,

Under private retivement plans, the proportion
of private wage and saliry workers covered in
private industry has typically increased by 1-2
percentage pwints a year since 1950: By 1970
almost 50 percent of the private labor foree was
covered. Temporary disability and sapplenental
unemployment benefit plans have shown litile
change in coverage since 1950 (1955 for supple.
mental unemployment benetit plans). They in-
cluded 50 percent and 4 percent, respectively. of
the private labor force i 1970,

The data on coutributions, line those for cov-
erage, also show real advances in terms of the
increasing  propoition of agoregate wage and
salary payrolls that is allocated to employee-
benefit plans. The 1970 experience continued the
long-run trend (table 5). In 1950, total contii-
butions for health insurance amonnted to 61 cents
per $100 of payroll: by 1970 they had risen more
than 300 percent to $246 per §100 of payroll.
Coutributions for life insurance and for death
benefits rose from 34 cents per $100 of payroll in

\

1000 o 67 cents pei 2100 of payroll in 1870,

Ir the ~utme 2 veur period, retirement plan
corpihore Tt private industry pay-
roil alwe s Loibled—{from a rate of $1.67 per
100 of pavrol! 1 195.0 to $3.28 in 1970, Contri-
butions four temporary disability plans experi-
enced a slower growth in relation to private wage
and =alary payrolls—G9 cents per $100 in 1970
with $0 cents per $100 in 1950.

Thews easures, however, have some limita-
tions, Faimates of coverage, contributions;, and
beuciit= are bused primarily on reports of in-
surers .o other nongovernmental bodies. Cover-
agre data. for example, are generally based on
the number of active participants. In addition to
those currently employed, this group may include
persons who have been temporarily laid off or
retired. The practice of continuing coverage tor
a retired worker is particularly prevalent in
wroup life insurance. Many group life and health
plans permit a person ou layoeff to continue cov-
ernge in the group for 3 to 6 months, and, in some
enses, 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 attemipt has been made in this series to
correct the coverage data for such limitations.

('u:..l':l"--.!

TasLy 4.—Estimated benefits paid under employee-benefit plans,' by tvpe of benefit, 1950, 1935, 1960, 1965, 1967~70

11n millions)

Type of benefit poow
. !

$1.812.5 | $4,070.9

fr——— e

Benefits for all wage and salary - orker

{ H
Life insurance and decth henefits . . | 310.0 | a81.5
Accidental death and dismemberment 3. .. i 16.0 | 6.1
Tolal health benefits.................. .. . .. . 8.7 1,902.9
Hospitaligation ¢8. .. ... ... ... aiih reaen 477.5 1.24l.8
rvitlen in complance v law, .. ... .. ... 2.1 5.6
Surgical and requisr medical ..., .. .. 231.2 637.1
Major-medical expense®. .. . ... ...l . R I .0
Benefits for wake and salury workers in private industry: | i
Tem't;orury disability, iucluding lormal sick leave ? ! TR o.d
‘ritten in comp?f'ancr wih law . 5.3 LK LN

supplemental unemployment beusfits &, oo
Retirement®._. ... [ e

1 Plans whose benefits flow from the cmployment relationship and are not
underwritten or pald directly by government (Federal. State. or local).
E:&H;iu workmen's onmpcmsdy;n reyuired by stetute and employer's

3 (lm’t’xp end wholegale life insurance henefits based on data frons lustitute
of Life Insurance, Life Inaurance Fact Hook, 1471, modified te, exclude group

lans not related to employmeni, anud excludes benefits psid under the

rvicemen's Group Life Insurance plan. Self-insured deatn benefits bused
on duta for varicus trads-union, ma benafit associution, and company
sdministered plans.

$ Unpublished dils from the Inatitute of Lifs Insurance.

¢ Data from * Private Health Iusarance fn 1970 Population Coverags,
Enroliment, and Finsacial Experience.'” Social Seeurity Bulletin. February
1972, 1n estimating benefits paid to employeas under plans other than group
insursnce an.d union and company plans, {t was assuined that the proportion
of benefits attributable to employed groups increased grwduslly from 78
percent in 1950-40 to 83 percent in 1970.

¢ Includes hospital plans writtsn in complsiice with State taniporary dis-

300 | 8800 |
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1460 ‘ 1968 1967 198 19% 190
!7.&0‘.8’ $13,543.7 | $16,389.2 | $19,154.0 | $22,119.2 $28,797.1

At St o —

1.009.6 | 1,880.0 | Lm0l 20370 23621 2,681
47.3 . 84.5 101.4 120.§ 128.7 151.4
3.808.2 ¢ 7.012.1 7.973.8 9.414.6 | 10,984.1 13,822.7
2,355.0 | 4,160.5 4,520.3 5,288.8 ,128.3 344.0
8.0 2.5 . 2. 3. 3.3
1.416.2 1.847.6 2,041.5 2.488.1 2,933.8 3.500.7
427.0 1.004.0 1.300.0 1,85.0 1.%22.0 2,45.0
t.on0.4 1 13101 1.608.0 1.844.8 2.0%.2 2,402.9
IR 1.4 J22.4 8.7 M1.2 07.2
ut.0 62.0 190 105.0 100.0 128.0
1700 3500 4700 8300 ' 64500 | 2300
i .
ability insurance law §n California, shown separstely in nest line.

s Unpublished data from the Health Insurances ion of Amarics.
Represents henefits paid under group supploment: snd comprehensive
major-medical jnsurance undetwritten by com nsuranos oasriers.

"Data from “Cash Henefits for Short-Term Jliness, 1948-20," Saciel

Securyty Bulletin, Junuoery 1972. Includes private plans written in oougulna
with Btate temporary dlnbluty insuranoe law s tn Calilornis, New Jersey,
and New York.shown murm y in next line. Inaludes bsusfits under long-
term disability plans, svailable ssharatsly. .

tBased on trade-union and industry reports snd "?tnq&lng Supple-
mental Unemplolmem Benafit Plans,” MontMly Lebor Rewicw, Nowembar
1969, Bxclndes dismissal wage and sepuration ollo\vm. axcept whea
financed from supplaments] upsmployment benefit f ©0! tesm-
porary and permanent layoffs.

* Estimated hy the Office of the Actusry, Social Security Administration.

lucindes benefits paid under pay-as-youqro and deferred profit
plaus. plans of nonprofit or:qml tous, w; pension plans, and
plans supplementing Federal rullroud retirement program.



TanLe 5.~~Coverage and coatributions under employee-benefit plans.! by type of heneiit in relution to employed wage and salary

labor force aad payroll. 1950-70

—mm—— e r T 1 i
i A0 | Nospital ! 1 eentay | i Il T anple:
Yesr tnsurance | (PAth o OSPILAl ¢ yurgteal | W80 leal | including | term ental | potirement
18I3¢ Mo izotion nedics N unem.
| v deah | e | experse | fonmal | dusbillty | ploymiee
i
Covered employeas as perosnt of al) wage and salary workers ? C°m°mm n"pmn.‘n‘:" wige Snd
e — : R
L
1950 . : W9 1.2 @ 38.3 ae L w2l ... eI emrenea 22.8
1485, . . N.? %3 @0.0 .7 Sean 4.0 2.1 32.2
190, 1 84,2 35.5 | 689 68.5 )20 14.3 3.4 @24
W, . L i 6.4 3821 7.3 R i 19.7 3.6 «“.e
1962 @4 373 I8 6.8 s 2.2 33 @3
1983 i 6.5 ., 3.5 0.7 &6 ; 207 3.3 43.9
1964, : 630 “l el 2 ol . 3.6 .8
1965, . i 4.2 a8 | .3 72.0 0 28| 38 6.2
183 &3 4 HR ™o 0.K o PR 3.8 3.9
1987 68,2 a4 | .8 T8 a 0.2 3.8 47.2
1968 i 8.9 @0 8.7 T34 W 3.6+ 3.8 4.8
W80, ... 65.3 4. ( 702! 6.0 [ kIR 3.9 4?21
.. .4 21 82l v, il 388 10 w3
t | '
| Employer and employee contributions as
Employer and employes vor:tributions us pereent of oll wages A
E ) and salarias ¢ percant of wng:: and r'y‘l:m“ {n private
|
I
190. . i 0.34 o.n 0.40 0.1 0.40 emtetzannn 1.67
1985 | Y .02 .8y .38 0.02 49 0.02 2.19
1940 | | .54 03 .98 Ay .18 .53 .08 2.47
1461 . . \ LS8 .03 1.06 .54 24 83 .08 2.4
1962, . ) .54 .03 1.1 N .20 54 .08 2.51
w3, . T L .62 .03 1.18 .56 2 5 .08 2,58
1964 U .63 .03 1.2 AR .30 .51 .04 2.7
1965 . i .64 .03 1.28 .61 1 54 04 2.80
1066, . I .6 .03 1.0 .0l 3 54 04 2.9
1967, . ' &2 .03 1.18 .a3 ] .58 .03 3.00
1968 . 611 .04 1.3 .65 .38 .8 0 3.03
1984, . .66 .04 1.2 .89 R e .03 318
1970. .87 .04 1.43 b Al .89 .Q Ln

! Plans whaose benefits flow from the cinployment relitiouship and are
nat underwritten or paid directly hy Juvernment ( Fedorul, state, ur local).
Elcl;zd‘-s workiuen's owupensation tequired by stutate aiid caployer's
Hatlity.

? ('o\":-rnm- of private and public employecs related to average nurber of
ntivate aud government full-time and part-tine eivitiun employees 743
million n 1470 (tabLle 6.3 in Surrey of Current Rusmness, July 1400 and the
Natwnal Income and Product Accounts oftae Unit-d Ntales, 4ty 1965 Stattaced
Fahlen 1Suppleient to the Survey of Crrrent Busmean), s,

b Coverage of private eiupioyees retated to a age and salury euployed labor

Theretore, the ratios of the number of covered
workers to the number of workers in the labor
force have some overstatement. 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 (us 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 u trend toward
broader and brouder coverage under employee-
benefit plans.? Thus they now provide many serv-

3 See Health Insurance Institute, New Group Health
Insurance: I. Policics lssued in 1970 and Il. The Fivc.
Year Trend, 1965-70. See also Dopald M. Landay,
“Trends in Negotiated Health Plans; Broader Coverage,
Higher Quality Care,” Yonthly lLobor Review, May 1069,
and Dorothy R. Kittner, “Changes in Health and In.
surance Plans for Salaried Employees,” Monthly Labor
Review, February 1970.

‘tor}v i!n p!ri\g:ue industry  41.8 million in 1920 (from tuble 6.3 in source listed
" ﬁ‘i..'i%&; for private au d pullic amployees rolated to private and govern-
tient civilian wages and salaries - $522.0 hillion in 1970 (from tabla 6.2 In
sentee histeod in fuotnuole 2). sty for surgical and regular madical bagefita
not available sepurately.

5 Ameeunts for {:rivul(- employevs miated to wage and salaries in private
industry $426.35 billion in 1970 (from tabla 6.2 in source listed in footnote 2).
l;n}a for temporsry and for lonp-termi disabllity benafits not available separ.
wlely.
ices and protections not originally included in
the plans, The rapidly increasing dollar amounts
of Lenefits 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 & number of factors such

3 See¢e Herbert E. Klarman, Dorothy P. Rice, Barbara
S. Cooper, and H. Loulas Stettler 11I, Souroes of In-
crease in Selected Medical Care Eapenditurcs, 1929-
1969 (Staff Paper No. 4), Snclal Security Administrs-
tion, Ofice of Research and Statistics, 1970,

(10)



as the age distribution of the work force, varia.
tions in morbidity experience (incidence of sick-
ness), shifts in the types of services used (costly
hospital versus less costly outputient services),
and the tendency for private plans to provide

ClaRT 2.~ Warkers covere.l under employee-benefit pluns
us u percent of the employed wage ani sulury lubor force,
selected years, (333w

ALL WAGE AND SALARY WORKERS

PERCENT
.o mln
G~ Lifeinsureace
o
-
) -
(1] - - -
- == """ Accidents! desth

20 F’

M | ] | (|

1950 1866 1880 1985 1970

PERCENT

PRIVATE WAGE AND
SALARY WORKERS ONLY
PERCENT
Wl
00 1= remporery disshility (incuding sick heve)
4 - e
2
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TabLe €.—Coverage under emplomn;beneﬁt glm,l as
percent of employed wage and salary v force,3 by selected
type of medical care service, 1965 and 1970

Ty pa of benefit 1970 1948

Phystelans® aited and home VIS8 ..ol
X-ray atud alwratory exaintnations
Prescrilu-d -drups suut-ol-hospitaly. ... ...
Privateanty nursing. . ... oo ool
Vishting ovise servio® ... oo o
Nursing tulle care... ..

Dental cares ..

oG E2LIS
caxasan
peBBE5S
Crsecan

) doe faotuate t. tablo 8.
? See footnote 2. table 8.

supplemental rather than basic protection to the
elderly, us the result of Medicare. The discussion
below. which is based on adjusting the health
eare 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 hospitnl
daily service charge component of the Consumer
Price Index (C'PI) rose 156 percent from 1960
to 1970. By adjusting per capita benefits for
price increases, a rough approximation of real
gnins can be made. An analysis of the data indi-
cates that real gains were substantial for each
year from 1960 to 1965—that is, benefits per par-
ticipant 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.

Unlike hospital benefits, the payments for sur-
gical and other medical benefits_ (including those
under major-medicel plans) showed substantial
rea! gains in the past 10 years. Aggregate bene-
fits have had a 277-percent increase since 19680,
Benefits per capita also rose sharply by almcst
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 CPI), real per capits medical care pay-
ments still showed an incrense of about 55 per-
cent.

The major source of the guin in health care
protection has been the broadened major-medical
expense coverage. Tables 1 and 2, for example,
show substantial expansion during the period
1£65-70 In coverage under employee-benefit plans
for physicians’ home, hospital, and office visits,
X-ray and laboratory examinations, prescribed
drugs, ete. In addition, surgical and regular med-
ical expen=e benefits in existing plans were also
liberalized.

Temporary Disability Benefils

Some indication of the gains in protection un-
der temporary disability plans can be derived by
relating the amounts paid uader these plans to
the total amount of income lost by covered pri-
vate wage and salary workers. Use 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
plaus, which by generally providing for 100 per-
cent of puy 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 405 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 policies—un-
like formal sick-leave plans—have little more
than held their own in recent years, at least with
respect to short-term benefits.

¢ Department of Labor, Bureau of Labor Statistics,
Wagea and Related Beneflts, 1959-60 (Bulletin No.
1265-62), 1981, Wapes and Related Benefits, 1964-65
(Bulletin No. 1430-83), 1968, and Arcas Wage Surveys,
1969-70 (Bulletin No. 1660-91), 1671,

Private wage-repincement plans under New
York State remporary disability insurance laws
repiorted an ot weekly benefit for a disabled
worker of $15.82 i 1960; by 1985 the amount had
gone up 1i percent to $51.08, and in 1970 the
weekly oenefit average was $67.66—32 percent
higher than in 1965. These increases, however,
were no greater than the advances in average
weexty wiges that took place in the State—18
perent fism 1960 to 1965 and 32 percent from
1965 to 1970,

Similarlv, the Health Insurance Institute an--
nual studies of new group disability insurance
policies * show that the average maximum weekly
benefit avuilable to einployees 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 saniple 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 Pian 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

5 Health Insurance Iustitute, Group Health Insurance
Policice I2aued in 1961, . , . in 1965, 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
uverage carnings. 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 and deferred profit-sharing plans was
about 29.7 million in 1970 (table 7). The small
munerienl and 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: Coverage grew by about
57 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 signiticantiy.

The growth in the nmmber of persons covered
by private pension plans has slackened, since
these pluns have already been extended to the
more accessible groups. According to a Bureau
of Labor Statistics study,® low-paid workers in
smafl establishments are least likely to be cov-
ered by pension plans, and their inclusion in
private )ension 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-collar
jobs in the maunufacturing, transportation, publie
utilities, and finance industries. Those least likely
to have such coverage were relatively low-paid,
unskilled and semiskilled workers in construction
and in trade angd 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 liave been underway for some time. UTp to this
time, no substantial comprehensive information
has become available to provide henchmarks for
revision of the series. A major study of private

¢ Emerson Beler, “Iucidence of Private Retirement
Plans,” Monthly Labor Review, July 1971,

? Walter Kolodrubete, “Characteristics of Workers
with Pension Coverare on Longest Job: New Bene-
ficiarien,” Social Security Lulletin, November 1971.

TasLr 7.—Private pension and deferred profi*-sharing plans !: Estimated coverage, cuntributions, beneficiaries, benefit pay-

ments, and reserves, 1950, 1955, 1960-70

Coverage,$ Em W{Gl’ I‘.n:r!o{u ‘ Number of Amount of benefit Reserves,

end of year eontrR)u fons contributions beneficiaries, end of payments end of year

(in thousands) (in miilions) (in millions) year (in thoussnds) (in milions) (in bililons)

Year -
Non- Non- Non- Noa- Non- Non-
tn- | N {roeat | 1o 1 ine [Potat | 30, | “ine | Totat | 300, | Tine [Totars] 100 1 Cin." | potar | I | Cine
Total |y sured sured | un sured |4y red ured §
2,600 | 7,200 kl.'m $720 1,030 | o300} 8200 | 8130 | 0] 10| 200 ] $3 | 450 | saw0 (8121 | $8.6] 8.3
3,800 {11,800 | 3.20 | 1,100 | 2,180 30 280 280 980 290 00 850 180 60 { 27.8| 11.3 18.1
4,400 116,200 | 4,710 | 1,190 | 3,520 790 300 490 {1,790 340 | 1.240 | 1,720 800 | 1,330 | 852.01 18.8 9.1
8,100 {17,100 | 4,830 | 1,180 | 3.6580 80 200 400 | 1,910 50 {1,840 | 1.90 450 11,820 52.8] 20.2 37.8
5,200 12,900 | 8,200 | 1,240 { 3,960 820 10 80 | 2,100 830 | 1,470 | 2,30 MO (1,80 | €38 2.8 41.9
5,400 {18,400 { 8,580 | 1,340 | 4,19 880 200 840 | 2,280 800 | 1,500 | 2,500 8% {2,000 | 6.9] 2.3 44.6
6.000 18,000 | 6,370 11,500 {4,850 | €10 | 30| €00 12.400 | 20 | 1,750 | 2,90 ' @40 2,350 | .71 26.2| 8.4
6,200 (19,100 | 7.3 {1.7m |8.000 | 90 | 330 | 6% {2,280 | 790 | 1,980 13,530 | 70 2,800 | 86.3| 27.3]| 80.2
6.900 (19,400 | 8.210 { 1,880 | 6,380 | 1,060 0 710 { 3.110 80 {2,240 | 4,190 810 | 3,380 | 95.3| 20.3 6.2
7.7200 {19,800 | 9.050 | 2,010 | 7,040 {1,130 30 790 | 3.410 930 | 2.480 | 4.790 910 | 3,880 | 108.2 ] 31.9 74.2
7.900 20,100 | 9.940 { 2.240 { 7.700 | 1,280 340 890 | 3,770 {1,010 | 2,760 | 5,530 {1,030 } 4,500 | 117.8 ] 34.8 83.1
8,700 [0, 11,420 | 3.030 | 8.490 { 1,300 350 | 1.010 | 4,180 | 1,020 | 3,110 | 6.450 { 1,160 | 8,200 | 127.8 | 37.2 90.6
9,300 120,400 |12,500 | 2,500 | 9,720 | 1,420 | 3% 1,00 {47 | 1,20 | 3, 7.300 {1,330 {6,020 1137.1 | 40.1 97.0
i Includes pag-as-you-xo, multiemployer, and union-admi plans plﬂl n:l“ included only once--under the insured plans.

those of nonprofit ofganitations, and ratlvoad
Federal railroad retirement program. Excludes pension p. ,
State, and local government employecs as well s pension plans for the sl
s aves 1 anarals I “3&‘3’8&'«.3:,""‘ 07, spatrancs companies: ponta-
& are, netal, fun .

3 r.r':lud. um':u ts; employess under both insured snd noninsured

nistered 5
plans supplementing the
for Federal
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refunds to employees and their survivars and lump-sums
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Source: Compiled by the Ofice of the Actuary, Social Securit Administre.

tion, from data furnished primarily by the instituts of Life Insurance
mwuum:um&"cmm.
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pension covernge will be conducted in 1972, and
the sevies will be corrected when these dutn are
available.

Contributions

Improved estimates on the financial activities
of corporate private pension funds have become
available this yvear. As a result, the data on total
contribution and benefit payments have leen re-
vised foc ma vears since 1960,

Employer and employee contribuitions to e
tirement poans amounted to wn estimated $14.0
billion during 1970, This 9.5-percent increase
from 1969 contributions was lower than that ex.
perienced from 1968 to 1969,

Table 7 shows that combined employver-em-
ployee contributions in 1970 were seven times
greater than they had been two decades ago when
they amonnted to $2.0 billion. Since 1950 em-
plover contributions have grown at a faster pace
than employee contributions, and employers now
pay almost 90 percent of all contributions. In
1950, their share was abont 84 percent.

Benefits and Beneficiaries

Total benefit payments under privat~ pension
plans amounted to $7.4 billion in 1970, a 14-per-
cent increase, typical of the growth of the past
5 vears. Abont 4.7 million persons (beneficiaries
ad survivors) received benefits during 1970—13
percent more than in 1969. This higher-than-
usual inerease 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 mimber 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.

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

the ratio «f covered active workers to benefici-
aries has ebiged radically in the past 20 years,
L 1080, 1 e were about 22 active workers for
each redree: by 1970 this ratio had dropped to
6 to i. Th's decreasing ratio is usually considered
a wier .{ the gradual maturing of a pension
.-')'Sf( hl.

The relationship between benefit payments and
totxi contributions is another rough mcasure of
it weensa@ of the systemi. Despite the exten-
sion ! dans, the expansion of coverage in exist-
ing 1t and other changes dictating increased
contrita s in the past 20 years, the ratio of
benetits to contributions went from 18 percent in
1950 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
19680's. This relative decline was chiefly due to
losses on the sale of fund assets during the year.
Beneficiaries and benefit payments from retire-
ment programs had expansive growth in the past
few years—an 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 rc-
ports include data for persons who are no longer
employed as wage and salary workers because
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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 peasion plans are
on a net basis, with dividends and refunds de-
ducted. Those under noninsured plans are, for
the most part, on & gross basis, and refunds appear
as benefit payments. For pay-as-you-go (un-
funded) plans, contributions have been assumed
to equal benefit payments. Esiimates 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.



