
Employee-Benefit Plans, 1954-58 
by ALFRED M. SKOLNIK* 

By the end of 1958, employee-bene$it plans were covering 95 
million persons-workers and their dependents-under some 
form of health insurance, 42 million persons under life insur- 
ance, and 19 million employees under private retirement in- 
surance. The growth of these plans and the scope and adequacy 
of the protection provided are analyzed in the following article, 
which continues the annual series initiated by the Social 
Security Administration in 1958. 

F OR most types of employee- 
benefit plans, 1958 was a year of 
limited growth. Primarily as the 

result of the economic recession that 
started in late 195’7, the advances 
made in coverage, contributions, and 
benefits in 1958 were less than those 
of previous years. The gains appear 
more impressive when related to 
changes in the total employed labor 
force and in aggregate wage and 
salary disbursements, but this meas- 
ure of growth has certain limitations 
when it is applied to periods of reces- 
sion, particularly with respect to 
c0verage.l 

“Employee-benefit plan” is defined 
here to denote any type of plan spon- 
sored or initiated unilaterally or 
jointly by employers and employees 
and providing benefits that stem 
from the employment relationship 
and that are not underwritten or 
paid directly by government (Fed- 
eral, State, or local). Private plans 
written in compliance with State 
temporary disability insurance laws 
have been included in the series, but 
workmen’s compensation and statu- 
tory provisions for employer’s liabil- 
ity have been excluded. Also ex- 
cluded are retirement and sick-leave 

*Division of Program Research, Office 
of the Commissioner. 

r Coverage estimates are derived from 
sources that often continue to report per- 
sons as covered by employee-benefit plans 
even after they have left the payroll, 
whether voluntarily or involuntarily. In 
normal times no major distortions result, 
but in periods of recession, with a con- 
traction in the employed labor force, the 
net effect is generally to show higher- 
than-usual jumps in the computed propor- 
tion of the employed wage and salary 
labor force covered by employee-benefit 
plans. 
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plans for government employees, 
where the government in its capacity 
as an employer pays benefits directly 
to its employees.2 

Government employees who are 
covered by employee-benefit Plans 
that are underwritten by nongovern- 

mental agencies are included, how- 
ever, whether or not the government 
unit contributes to the financing of 
the program. Specifically involved 
here are plans providing government 
employees with group life insurance, 
accidental death and dismember- 
ment insurance, and hospitalization, 
surgical, regular medical, and major 
medical expense benefits. The de- 
cision to include these plans has been 
influenced in part by the fact that 
most of the available data on em- 
ployee-benefit plans do not readily 
permit a distinction to be drawn 
between plans for government em- 
ployees and those in private industry. 

An ever-increasing number of gov- 
ernment employees covered by such 
programs are having their benefits 
financed in part by government con- 
tributions. The movement toward 
government financial participation 
received impetus when, in 1954, the 
Federal Government adopted a group 
life insurance and accidental death 
and dismemberment insurance pro- 

s For a discussion of the reasons for 
including or excluding certain types of 
“fringe” benefits and private or public 
plans, see Alfred M. Skolnik and Joseph 
Zisman, “Growth in Employee-Benefit 
Plans,” Social Security Bulletin, March 
1968, page 4; and Alfred M. Skolnik and 
Joseph Zisman, “Growth in Employee- 
Benefit Plans, 1954-57,” Social Security 
Bulletin, March 1959, page 4. The various 
benefits are described in the latter artiole, 
pages 5-8. 

gram for its 2 million employees. 
During 1958, Wisconsin established a 
group life insurance program cover- 
ing 16,000 State employees. 

In the field of group health insur- 
ance, New York City pioneered as 
early as 1946 with the adoption of a 
privately underwritten program to 
which it contributed, affecting 40,000 
city employees initially. At the State 
level, Massachusetts and New York 
enacted similar programs in 1956 for 
33,000 and 88,000 State employees, 
respectively. The New York program 
was extended in 1958 to local govern- 
ment units outside New York City 
having a potential coverage of 300,000 
employees. The passage of the Fed- 
eral Employees Health Benefits Act 
(Public Law 86-382, approved Sep- 
tember 28, 1959), which will go into 
effect July 1, 1960, is expected to 
stimulate further this movement 
among the States. 

Highlights of 1958 
Major developments in the field of 

employee-benefit plans in 1958 in- 
cluded the following : 

(1) Further liberalization of hos- 
pital, surgical, and other health 
benefit plans, mainly in an effort to 
keep up with the rising cost of medi- _ 
cal care. Fewer changes of this type 
were made, however, than in previous 
years. The Bureau of Labor Statis- 
tics reports that only 36 percent of 
a selected group of collective-bar- 
gaining settlements negotiated in 
1958 provided for changes in health 
and welfare benefits, in contrast to 
40 percent in 1957 and 45 percent in 
1956.3 

(2) Mounting concern over the 
problem of assuring retirees of ade- 
quate retirement income as the pur- 
chasing power of the dollar continued 

to drop. As a result of this concern, 
some pension plans have been experi- 
menting with variable annuities, 
~- 

3Department of Labor, Bureau of Labor 
Statistics, Current Wage Developments, 
February 1, 1959, No. 134, page 14. 
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‘equity” benefits, or benefits linked 
lo the cost of living. Many have 
adopted benefit formulas that base 
pensions on “final-average” earnings 
and/or increase the percentage of 
compensation or flat dollar amounts 
credited for each year of service. The 
continued preference for trust funds 
with diversified investment portfolios 
over insured pension plans, or for a 
combination of the two through 
“split-funding,” has also been influ- 
enced by the desire to provide a 
hedge against inflation. 

(3) Growth of comprehensive or 
“single-plan” major medical expense 
insurance, at a rate even faster than 
that of the supplementary or “corri- 
dor” type of major medical insur- 
ance. In 1958, 8,400 new comprehen- 
sive plans were written, covering 
three-quarters of a million employ- 
ees - more than three times the 
number covered by the 1,220 new 
plans written in 1956. By way of con- 
trast, the 4,350 new policies written 
in 1958 for supplemental major 
medical expense insurance covered 
about 235,000 fewer employees than 
were added in 1956. Featuring the 
growth of major medical expense in- 
surance has been the extension of 

coverage to small firms. The average 
size of new groups covered for SUP- 
plemental major medical expense in- 
surance declined from 391 employees 
in 1956 to 178 in 1958; for compre- 
hensive major medical expense in- 
surance, the drop was from 179 to 89 
c\mployees.A 

(4) Spread of separation-pay and 
severance-pay plans providing spe- 
cial payments to workers dropped 
from the payroll. Though such Plans 
were not new, their development 
gained impetus as the result of the 
1958 negotiations in the automobile 
and apparel industries. In the former 
industry, long-term employees per- 
manently laid off were assured of 
lump-sum payments financed from 
existing supplemental unemployment 
benefit funds. In the latter industry, 
severance-pay funds were established 
for employees of firms going out of 
business; the funds are financed 
through employer contributions of 
0.5-1.0 percent of payroll. The re- 
search department of the American 
Federation of Labor-Congress of In- 
dustrial Organizations reports that 
.-- 

4 Institute of Life Insurance, Group In- 
surance and Grmcp Annuity Coverage, 
1958. 

perhaps as many as 25 percent of all 
agreements in 1959 contained sever- 
ance-pay provisions, in comparison 
with 16 percent in early 1956.5 

(5) Introduction of group long- 
term disability insurance. This type 
of protection is generally for key 
executives and is designed to supple- 
ment existing group weekly indem- 
nity and sick-leave plans by provid- 
ing monthly income to totally dis- 
abled persons after their benefits 
under short-term plans have been 
exhausted by illnesses of long dura- 
tion. 

(6) First employees’ cash indem- 
nity insurance plan for regular den- 
tal care reported as negotiated under 
collective bargaining - between the 
Oil, Chemical, and Atomic Workers 
International Un i on and Helena 
Rubenstein, Inc. Dental plans previ- 
ously included under collective bar- 
gaining provided for dental services, 
generally through health centers or 
group practice clinics operated by 

r, For a description of some representa- 
tive severance-pay plans, see Harland Fox 
and N. Beatrice Worthy, Severance Pay 
I’ai%?erns in Mawzcfnctwing (National 
Industrial Conference Board, Studies in 
Personnel Policy, No. 174), 1959. 

Table 1 .-Estimated mrmber of wage and salary workers and their dependents covered under employee-bene$I 
plans,’ by type of benefit, December 31, 1954 and 1956-58 

[In millions] 

Type of benefit -i- 

. . 

-8 

Benefit for all wage and salary workers: 
Life insurance and death benefits 2 .______________________ 
Accidental death and dismemberment a----. __- _________ 
Hospitalization46.. _________ -__--.-.-..-----.---__ ______. 

Writtenincompliancewithlaw--..- ._._. -.-.__-.-----.. 
Surgical~-~~-~~~~~~~~.......~.--~~-~~~~~~~~~~~~~~~-~~~~- 
Regular medical~--~~.--~~~.~~~~.~~.~~~-~~--~~~~~~~~~~~~. 
Major medical expense *---- .____________ -- _____________. 

Benefits for wage and salary workers in private industry: 
Temporary disability, including formal sick leave o------. 

Written in compliance with law-..... ___________. -_-_-_. 
Supplemer~talunomployment benefits’.....----.--.-.-- 
Retirementa~~..~~.~.......~--.~~~~~~~~~~~~~~-~~~~~~-.-- 

- 

Total 

-- 

30.9 
14.0 

y 
66.2 
38.1 

1.9 

22.9 
fi.7 

14.2 

1954 

ElII- De- 
PlOY- pend- 

ees ents 
___-_ 

29.8 1.1 
14.0 ______ 
31.1 44.2 

1.4 ---.___ 
27.8 33.4 
17.0 21.1 

.8 1.1 

22.9 -....-- 
G.7 _______ 

14.2 / ___.___ 

_- 

Total 

37.8 
17.3 
89.0 

1.6 
82.0 
54.6 

a.3 

25.2 
7.1 
2.0 

16.8 

1 I’lans u-hose benefits flow from the employment relationship and arc not 
underwritten or paid directls by government (Fcdcral, State, or local). Ex- 
eludes workmen’s compensation required by statute and employer’s liability. 

2 Group and wholesrrlo life insurance coverage (Institute of Life Insurancr. 
Group Insmance and Group Annuity Coverage, 1954 and 1956-W and self-insured 
death benefit plan coverago (based on data for various trade-union, mntunl 
benefit association, rind company-administered plans). 

3 Data from the Institute of Life Insurance (see footnote 2). 
4 Data from E’bnt o: Voluntary Nealth Insurance Coaernge in the limited Stales 

(Health Insurance Council, 1954 and 1956-58) and from the Institute of Life 
Insumncc (see footnote 2). In estimating number of employees covered under 
plans other than group insurance and union and company plans, 75 percent of 
all subscribers assumed to be employees. Data for hospitalization, surgical, 
and rcgulnr medical coverage include employees and tho!.r dependents covered 
by group major medical expense insurance under both supplementary and com- 
prehensive plans. Comprehensire major medical plans, whirh include both 

1956 

Em- DC- 
ploy- pad- Total 

I33 ents 

35.5 2.3 40.5 
17.3 __-.-_-_ 18.4 
35.6 53.4 93.9 

1.5 ___--.-. 1.0 
33.2 48.8 87.8 
22.7 31.9 60.7 

3.6 4.7 12.4 

25.2 . ..-._._ 25.x 
7.1 -.- .._.. 7.9 
2.0 ..-...-. 1.9 

16.8 .--.-..- 18.2 

1957 

--7 
Em- De- 

PIOY- pend- Total 
ees ents 

-__ -I-- 
3i.8 2.; 41.8 
18.4 _-.-.-.. 18.7 
37.1 56.8 05.0 

1.G ..----.. 1. 5 
35.0 52.6 89.5 
24.9 35.8 63.6 

5.1 7.3 16.2 

25.x '__....._I 24.9 
7.8 6.9 
I.9 --...-_.I _..... 1.7 

18.2 . . . . . . ..j 19.0 

1958 
__.----- 

Em- De- 
ploy- pond- 

FES ents 
___I_- 

39.0 2.3 
18.7 _____._. 
37.2 57.8 

1.5 .___.._. 
35.2 54.3 
25.7 37.9 

F.3 I 9.0 

21.9 .___.. 
G.9 _-___-_. 
1.7 ._____.. 

19.0 i ______._ 

basic hospital-surRical.mcdicel benefits and major medical expense protection 
in the same insurnnco contract. covered 1.960.000 rm~losws and 3J93.000 de- 

bdnefit funds. 
. . 

8 Estimated by the Division of the Actuary, Social Security .4dministratiorr. 
Includes pay-as-you-go and deferred profit-sharing plans, plans of nonprolil 
organizations, union pension plans, and rsilroad plans supplrmmting the Fcrl- 
emI railroad retirement program; rsrlndrs nnnuitants. 
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union welfare funds. At the begin- 
ning of 1958 an estimated 225,CO0 
employees were covered under these 
and other prepaid dental care plans 
sponsored by unions, employees, and/ 
or employers. 

Table 2.-Estimated total employer and employee contributions 1 under 
employee-benefit plans? by type of benefit, 1954 and 1956-58 

[rn millions] 
- 

-- 
Type of beneEt 1954 1956 1957 1958 

Total ._____. -_-- _.......____________--....-...............___ $6.897.4 

Benefits for all wage and salary workers: 
Life insurance and denth benefits 3 .___.. -..____- ______________’ 741.1 
.4ccidental death and dismemberment J______....._.........-.- 33.5 
Hospitnlizntior~~~-~~~~~.-.--..-.--~.....-.~~..~~~~~~~~~~~~~~~~~ 1,!221.4 
SI~gicalalldrcguliirnledical” _____. -.-.----.-_-.- ..______._. -.. G84.2 
iMajor medical expense’_._____ -.-..-...-.-...- . . . . . .._._...... 18.0 

Heneflts for wage and salary workers in private industry: 
Temporary disability, including formal sick leave 8-.. ~. 759.2 

Written in compliance with law ______._____._.__......... ~.._ 178.2 
Supplemental tmemployment benefits 9--.. ___. _ _ _-_ _ ___... . _~ . . . . 
Ketiremcnt”.~...~.~.~..-~.............~....~....---.--..-...- 3.440.0 

- 

_- 

_- 

- 

.- 

4 %3,751.4 69.899.7 $10,480.1 
(7) Passage of the Welfare and 

Pension Plans Disclosure Act. This 
Federal legislation requires that plan 
descriptions and annual reports on 
employee-benefit operations be Aled 
with the Department of Labor. (This 
development was discussed in the 
BULLETIN for March 1959.) 

994.6 1,103.6 
49.7 56.5 

1,603.2 1,805.5 
697.5 1,021.3 

94.0 169.0 

86i.6 993.3 
177.9 218.9 
125.0 170.0 

4,100.o 4,560.O 

1,282.a 
ea.9 

1.944.9 
1,075.5 

266.0 

1,020.o 

%:i 
4.w.o 

Trends, 1954-58 
Not all the developments listed 

above are reflected in the statistics 
presented in tables 1, 2, and 3. Group 
long-term disability insurance and 
dental care insurance, for example, 
are not yet extensive enough to be 
reported through the sources gen- 
erally relied upon for data on volun- 
tary insurance. Severance-pay bene- 
fits, while fairly widespread, are diffi- 
cult to estimate because they are 
generally not funded but paid out of 
the current revenue of companies. 
To the extent, though, that sever- 
ance-pay provisions are linked with 
supplemental unemployment benefits, 
their operations are reflected in the 
tables. 

1 Excludes dividends in group insurance, except 
for 1954 contributions for temporary disnhility, 
hospitalization. surgical and regular medical. and 
major medlcal~expe~se benefits.- 

1 Plans whose benefits flow from the employment 
rolationsh!p and are not underwritten or paid directly 
by government (Federal, State, or local). Excludes 
workmen’s compensation required by statute and 
employer’s liability. 

3 Qroup and wholesale life insurance premiums 
(Institute of Life Insurance, Group Insurance and 
Omp Annuity Cowrage, 1954 and 1956-56) and self- 
imwred death benefit costs (based on data for var- 
ious trade-union, mutual benefit association, and 
company-administered plans). 

4 Data from Institute of Life Insurance (see foot- 
11oto 3). 

6 Data from “Voluntary Health Insurance and 
Medical Care Expenditures, 1948%58!” Skiat Secu- 
rity Bulletin, December 1959. In estimating contri- 
butions for employees under plans other than group 
insurance and union and company plans, 75 percent 
of subscription income attributed to employed 
groups. 

6 Includes private hospital plans written in 
compliance with State temporary disability in- 
surance law in California; separate data not available 
for these plans. 

7 Unpublished data from the Health Insurance 
Association of America. Includes premiums for 
group supplementary and compreliensive major 
medical insurance. 

8 Data from “Income-Loss Protection Against 
Short-Term Sickness: 1948-56,” Social Security 
&&tin, January 1960. Includes private plans 
written in compliance with State temporary dis- 
ability insurance laws in California, New Jersey, 
and New York, shown separately in next line. 

9 I3ased on trade-union and industry reports. 
Excludes dismissal wage and separation allowances, 
except when financed by supplemental unemploy- 
merit benefit funds. 

10 Estimated by the Divisioll of the Actuary, 
Social Security Administration. Includes con- 
tributions to pay-as-you-go and deferred profit- 
sharing plans, plans of nonprofit organizations, 
union pension plans, and railroad plans supple- 
menting Federal railroad retirement program. 

even this expansion fell short of the 
2.3 million and 1.5 million additional 
employees reported under life insur- 
ance and major medical expense 
plans, respectively, in the preceding 
year. 

that started in 1957 after the heavy 
lay-offs in the automobile and steel 
industries; no major plans of this 
type have been adopted since 1956. 

Coverage 
In 1958, as in preceding years, 

more employees and their dependents 
were covered through their place of 
employment for hospital expense (95 
million) than for any other type of 
benefit (table 1). More than 89 mil- 
lion persons were protected against 
the costs of surgery, and 64 million 
against regular medic a 1 expense. 
When employee coverage alone is 
considered, however, life insurance 
was the most common type of pro- 
tection, covering about 39 million 
employees, with hospital expense in- 
surance in second place and surgical 
expense insurance in third. 

Health insurance plans in general 
showed the greatest slackening in the 
increase in number of employees 
protected. Hospitalization insurance 
covered only 100,000 more employees 
in 1958 than in 1957, compared with 
an expansion of 1.5 million in the 
preceding year. The number of em- 
ployees in surgical plans increased by 
only 200,000 in 1958 but by 1.8 million 
in 1957; the 1958 increase in the 
number covered under plans afford- 
ing regular medical expense benefits 
was 800,000 in contrast to 2.2 million. 
Employee coverage under temporary 
disability and formal sick-leave plans 
actually dropped 0.9 million from 
1957 to 1958; in the preceding year 
there had been a rise of 0.6 million. 

Since 1954, the greatest percentage 
gains in employee coverage have oc- 
curred in regular medical expense 
and major medical expense insur- 
ance. The gain in major medical 
insurance is to be expected because 
of the low base with which the series 
started in 1954-fewer than a million 
employees. Regular medical expense 
insurance, which covered 17 million 
employees in 1954, rose 51 percent 
in the next 4 years. Private pension 
plans and accidental death and dis- 
memberment policies showed the 
next highest gains (34 percent each). 

Primarily as the result of the eco- 
nomic recession, the annual increase 
in the number of employee partici- 
pants from 1957 to 1958 was the 
lowest recorded since the first series 
estimates were made for 1954. Life 
insurance and major medical expense 
plans added the most employees-l.2 
million each-from 1957 to 1958, but 

Private pension plans fared some- 
what better, with a 1958 increase of 
800,000 in the number of participants, 
compared with a 1.4-million increase 
in 1957. Supplemental unemployment 
benefit plans continued the decline 

It is not surprising that those types 
of benefit plans with the greatest 
numerical coverage in 1954 showed 
the smallest percentage increases in 
the 4 years 1955-58-hospitalization 
(20 percent), life insurance (31 per- 
cent), surgical expense insurance (27 
percent), and temporary disability 
insurance (9 percent). This may be 
a reflection of the fact that, as cer- 
tain broad levels of coverage are 
achieved, it becomes easier to expand 
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existing employee-benefit prO$ralW 
to include other types of benefits 
than to initiate new plans among 

The growth of coverage in 1958 

employees who have no fringe bene- 

was more pronounced for dependents 
than for employees, again reflecting 
the relative ease with which existing 

fits whatever. 

plans can be expanded to include 
new services or persons. Major medi- 
cal expense insurance showed an in- 
crease in the number of covered de- 
pendents equal to the 1957 increase 
(2.6 million). Other health insurance 
plans protected 1-2 million more de- 
pendents in 1958 than in 1957, a, 
much smaller increase than the 3-4 
million rise of the preceding Year. 

The greatest percentage growth in 
dependents’ coverage obviously took 
place in the relatively new fields of 
major medical expense and depend- 
ents’ life insurance, each of which 
covered only 1.1 million persons in 
1954. By 1958 the former was cover- 
ing nine times as many dependents, 
and the latter almost three times as 
many. In plans covering dependents, 
as in those for employees, regular 
medical care protection showed a 
greater gain (80 percent) from 1954 
to 1953 than insurance providing 
surgical benefits (41 percent) and 
hospitalization (31 percent). 

Contributions 
Employer and employee contribu- 

tions to employee-benefit plans 
totaled an estimated $10.5 billion in 
1958, a g-percent rise from the 1957 
estimate of $9.9 billion (table 21. 
This rate of increase was the lowest 
recorded since the series began in 
1954. Contributions were lower in 
1958 only for plans paying supple- 
mental unemployment benefits. The 
reduction of work hours in the auto- 
mobile and steel industries, where 
these plans are concentrated, had an 
immediate impact on contributions, 
which dropped from an estimated 
$170 million in 1957 to $150 million. 

The largest dollar increases in con- 
tributions were for plans providing 
life insurance and hospitabzation; 
percentagewise, the greatest gain was 
in premiums for major medical ex- 
pense insurance (5’7 percent). Except 
for life insurance, no other type of 
plan showed an increase from 1957 

6 

to 1958 of more than 10 percent. The 
rate of increase from 1957 to 1958 
was greater than that from 1956 to 

Of the $10.5 billion paid in contri- 
butions in 1958, private retirement, 

1957 only for life insurance-16 per- 

plans accounted for $4.7 billion or 45 
percent. Next in order of magnitude 

cent compared with 11 percent. 

were premiums for hospitalization, 
which amounted to $1.9 billion or 19 
percent, and premiums for life insur- 
ance-$1.3 billion or 12 percent. 

These percentages represent some 
shifting in the distribution of the 
contribution dollar since 1954. In 
that year, retirement plans absorbed 
50 percent of all contributions, and 
hospitalization and life insurance 
took 18 percent and 11 percent, re- 
spectively. Other major types of 
plans consumed about the same pro- 
portion of the contribution dollar in 
1958 as in 1954, with the exception 
of major medica. expense insurance, 
where premiums rose from less than 
1 percent to 3 percent. 

Benefits 
Benefits paid under all types of 

empIoyee-benefit plans increased an 

estimated 11.5 percent - fro111 $5.6 
billion in 195’7 to $6.2 billion in 1958 
(table 3). This increase was Smaller. 
both absolutely and relatively, than 
the increase of the preceding Year. 
Accounting for the largest Part of 
the dollar increase in benefit outlays 
were the hospitalization plans ($179 
million), retirement plans ($150 mil- 
lion). and major medical expense 
plans ($102 million). In 1957, hos- 
pitalization and retirement plans also 
showed the greatest dollar increases, 
but life insurance ranked third. 

Disbursements under supplemental 
unemployment benefit plans were an 
estimated $105 million in 1958-more 
than four times the 1957 amount. 
They rose rapidly in the first half of 
1958, as the automobile and steel in- 
dustries felt the full brunt of the 
recession, and continued at a fairly 
high level for the rest of the year as 
employment picked up slowly in 
these industries. 

No other type of benefit plan (ex- 
cept major medical expense) in- 
creased its benefit outlays by more 
than 15 percent from 1957 to 1958. 
Benefits for retirement increased 13 
percent, for hospital expense 10 per- 

Table 3.-Estimated benefits paid under employee-benefit plans, 1 by type of 
benefit, 1954 and 1956-58 

[In millions] 

Type of benefit 1954 

Total _._____________ _ ________.._.________.-..--------. _ .-..__ 1 $3,526.5 

HemEts for cdl wage and salary workers: 
Life insurance and death benefits 2 _________ _____. .-___ . . ._-_ _ 515.6 
.4ccidental death and dismemberment a _______-_ -_.-__ ____.___ 25.1 
Hospitalization ’ 3 _________ --._-.- __.._____________.__-----. -__ 

Wtitten in cowpZiance with Eaw.-~~- _.__________...___ ____._ 
1,“‘;:; 

Smpicsl and medical 4-e _ _ ______ _ ___-- _.__ _______._.___ _____. 332.6 
10.0 Maior medical expense 6 _____________ __________ _ ______._ ____. 

Benefits for wage and salary workers ln private Industry: 
Temporary dlsablllty, including formal sick leave’__________.. 

Written in compliance with law _______ ___ _____________________ 
Supplemental unemployment benefits 8 __________ -- _______.___ 
RetIrementr---.-.---..-.......-...-..---....-..-....------.-. 

623.3 
133.0 

20.0 

1956 

$4,824.8 

- 

-. 

_. 

- 
1 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 hy 
statute and employer’s liability. 

2 Qroup and wholesale Me insurance beneEts 
(Instltute of Life Insurance, LiJe Insurance Fact 
Book, 1959, and estlmates made by the Social Secu- 
rity Administration) and self-insured death benefits 
(based on data for various trade-union, mutual 
benefit association, 
glans). 

and company-administered 

e Unpublished data from the Institute of Life 

1 Data from “Voluntary Health Insurance and 
Medical Care Expenditures, 1948-58.” Social Sccw 
rity Bulletin, December 1959. In estimating beneflts 
paid to employees under plans other than group 
insurance and union and company plans, 75 percent 
of beneflt expenditures attributed to employed 
gKJllp*. 

6 Includes private hospital plans written in corn- 
plianoe with State temporary disability insurance 
law in Californin, shown separately in next line, 

“E 
I ,493.4 

G.S 
731.9 

67.0 

i96.2 
Xl..% 

5.0 
1,DlO.O 

1957 195s 
__- 

$5,399.5 $6,245.5 
______ 

796.2 872.5 
36,i 42.2 

1,714.l 1.892.7 
6.8 8.6 

876.9 929. I 
131.0 233.9 

367.6 871.11 
178.8 283.7 

25.0 105.0 
1.150.0 1,300.u 

I - 

8 Unpublished date from the Health Insurance 
Association of America. Includes beneflts paid 
nnde~ GWW, snpplementary and comprehensirc .“..-^-^  ̂----- o---r -_- major medical mau~nw. 

7 Data from “Income-Loss Protection Against, 
Short-Term Sickness: 194858,” Social Security 
Bz&ZZeti?t. January 1960. Includes pri”e+e nie=. 
written in compiiance with State temporary dls- 
ability insurance laws in California, New Jersey, 
and New Pork, shown separately in nest line. 

8 Based on trade-union and industry reports. 
Excludes beneEts held in escrow in States where 
litigation was pending on the legality of supple- 
menting State unemployment insurance benefits 
with supplemental unemployment bcneEts. Ex- 
cludes dismissal wape and separation ~nlIowanccs. 
except aher L EnaWed from supplemental tInemploy: 
rnent hmwfl, ,,.,,<,x I <..-..a^ __-._ -_-_-_ _- ..-_. 

~Estimated by the Division of the Actuary. 
Social Security Administration. Includes henest. . I  1-111.” 

paid under pay-as-you-go and deferred profit- 
sharing plans, plans of nonproflt organizations, 
union pension plans, and railroad planssupplement- 
ing Federal rnilrond retirement program. 
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cent, and for life insurance 9 percent. 
Benefits for temporary disability ex- 
panded the least-less than 1 Per- 
cent. 

In 1958 as in previous years, hos- 
pitalization benefits ($1.9 billion) 
were the largest single benefit outlay 
and accounted for 30 percent of all 
benefits paid. Private retirement 
benefits of $1.3 billion were next in 
magnitude and accounted for 21 per- 
cent, followed by surgical and regular 
medical benefits of $0.9 billion, 
equivalent to 15 percent of the total. 
Life insurance and temporary dis- 
ability insurance plans were each 
responsible for 14 percent. In 1954, 
benefits for temporary disability 
ranked third and represented 18 per- 
cent of all disbursements. 

Measuring Real Growth 
Often of more significance than 

numerical changes in the number 
of employees covered and in the 
amounts contributed for various 
types of benefits is the extent to 
which these changes represent real 

advances in terms of the total wage 
and salary labor force and aggregate 
payrolls. For those types of benefits 
for which data for government em- 
ployees are included, table 4 relates 
coverage and contributions to all em- 
ployed wage and salary workers and 
their payrolls. For retirement, tern- 
porary disability, and supplemental 
unemployment benefits, which ex- 
clude data for government workers, 
coverage and contributions are re- 
lated to the employed wage and sal- 
ary labor force and payroll in private 
industry. 

In 1958, growth in coverage kept 
ahead of the growth in the labor- 
force for every type of employee 
beneflt except temporary disability 
and supplemental unemployment 
benefits. By the end of the year, ‘70 
percent of the Nation’s employed 
wage and salary labor force had life 
insurance coverage, compared with 
66 Percent in 1957; 67 percent had 
some form of health insurance cover- 
age, in comparison with 65 percent 
in 1957. Private pension plans cov- 

‘1’8bie 4 .-Coverage und contributions under employee-benefit plans,’ by type 
of benefit, in relation to employed wage and salary labor force and pay- 
roll, 1954 and 1956-58 
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t Plans whose bonefits flow from the employment 
relationship &ml are not underwritten or paid 
directly by gosernment (Federal, State, or localh 
Excludes workmen’s comwnsation requfred by 
statute and employer’s Iiabllitg. 

2 Coverage of private and public employees 
reMed to average number of private xnd govern- 
ment full-time and part-time employees-65.9 
million in 1958. (Table VI-14 in U. 5. Income and 
Outpat, A Su~plenwt to the Stiruey 01 Current 
Ru.sinm, 1958, and in Swvc~ of Cwre?~t Rasimss, 
Nationd hwmc Number. July 1959.) 

3 Coverage of private employees related+to Nage 
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and Mary employed labor force in private industry 
-47.7 million in 1958 (from table VI-14 in sources 
listed in footnote 2). . 

4 Amounts for private and public employees 
related to private and government wages and 
salaries-$229.6 billion in 1953 (from table VI-2 in 
sources listed in footnote 2). 

5 Amounts for private employees related to wages 
nnd salaries in private Industry-$196.2 billlon in 
1953 (from table VI-2 in sourc?es listed in footnote 2). 

6 Data on contributions for surgical and regular 
medical benefits not available separately. 

ered 40 percent of the wage and 
salary labor force in private industry, 
an increase for the year of 3 Per- 
centage p0ir1t.s.~ 

Since 1954, all major types of bene- 
fits except temporary disability have 
shown an increase of at least 7 per- 
centage points in the proportion of 
the labor force covered. Regular 
medical expense insurance showed 
the greatest increase (14.0 PerCent- 

age points), followed by life insur- 
ance (13.6 points) and surgical ex- 
pense insurance (10.5 points). 

Table 4 also shows annual in- 
creases in contributions as a percent 
of aggregate wages and salaries for 
all types of employee benefits except 
supplemental unemployment benefits. 
For some benefits the increase in 
contribution rates was greater in 
1958 than in 1957. Life i.IIsUranCe 
contributions advanced from 48 cents 
per $100 of aggregate wages and 
salaries in 1957 to 56 cents in 1958, 
or 8 cents per $100, in contrast to a 
rise of 2 cents per $100 from 1956 to 
1957. Hospitalization and major 
medical expense insurance also 
showed greater increases in 1958 (6 
cents and 5 cents per $100) than in 
1957 (5 cents and 3 cents per $100). 

For other benefits, there was a 
slackening in the annual rate of in- 
crease in contribution rates. Em- 
ployer-employee contributions to re- 
tirement plans increased only 8 cents 
per $100 of private wages and sala- 
ries (from $2.31 in 1957 to $2.39 in 
1958), in contrast to the 15-cent rise 
registered for the preceding year. 
Contributions for surgical and regu- 
lar medical benefits rose only half as 
much in 1958 as in 1957, when meas- 
ured in terms of payroll. 

A precautionary note must be made 
here with respect to these measure- 
ments of growth. Estimates of cover- 
age, contributions, and benefits are 
based for the most part on reports 
by private insurance companies and 
other nongovernment agencies. The 
insurance industry generally bases 
its reports on active participants-a 
group not necessarily restricted to 

6 If government employees covered by 
Federal, State, or local public retirement 
systems were included, the proportion of 
the entire employed labor force covered 
by retirement plans would have been 45 
percent in 1958 and 42 percent in 1957. 
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wage and salary workers currently 
employed. 

Some group life and health insur- 
ance policies are sold, for example, 
to trade, farm, professional, and 
other associations, including veter- 
ans’ groups and credit unions, that 
include in their membership persons 
not in the wage and salary labor 
force. According to a study by the 
Institute of Life Insurance, more 
than 3 percent of the group life 
certificates held in 1956 had been 
issued to members of such institu- 
ti0ns.l 

Active participants may also in- 
clude persons who have been tem- 
porarily laid off or retired. The prac- 
tice of continuing the coverage of a 
retired worker as a member of the 
existing group is particularly preva- 
lent in group life insurance and is 
becoming increasingly significant in 
group health insurance.Q Many group 
plans permit a person who is tem- 
porarily laid off to continue his group 
life or health coverage, on payment 
of premiums, for 3-6 months or even 
longer. 

The treatment of the laid-off 
worker has special implications for 
coverage estimates under pension 
plans. Insurance companies include 
in their reports persons who may be 
eligible for deferred paid-up benefits, 
even though they are no longer work- 
ing in the establishment that has the 
plan. Some noninsured plans also 
report as covered workers those who 
have left employment after having 
built up a vested right to a pension. 
In the steel industry, pension cover- 
age continues during lay-off for as 
long as 2 years under the terms of 
the standard pension plans. 

‘iLife Insurance Fact Book, 1959 edition. 
page 29. 

sAccording to Institute of Life Insur- 
ance estimates, more than two-thirds of 
the persons covered by group life insur- 
ance plans are under programs that pro- 
vide for the continuation of coverage 
after retirement. although for reduced 
amounts in most cases. A study by the 
New York State Insurance Department 
showed that in 1956 about one-third of 
the employees covered under group hos- 
pital expense contracts in the State were 
in plans that continued benefits of some 
type after retirement; almost two-thirds 
of these employees have had this benefit 
added since 1952 (Voluntary Health Iv?- 
surance and the Sewior Citizen, 1958, 
pages 23-27). 
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No attempt has been made in this 
series to adjust data on coverage, 
contributions, and benefits for any 
overstatement that might result from 
the inclusion of persons who are laid 
off, retired, or otherwise not cur- 
rently employed as wage and salary 
workers. Conceptually, a good case 
can be made for including retired 
and laid-off persons, since it can be 
maintained that benefits paid to 
them certainly stem from the em- 
ployment relationship. Moreover, if 
the number of retired and laid-off 
workers does not fluctuate wildly 
from year to year, the absolute fig- 
ures lend themselves to trend analy- 
sis without too much distortion. 

A problem does develop, however, 
when attempts are made to relate 
data on number of workers covered 
and on amounts contributed under 
employee-benefit plans to total labor- 
force and payroll data for wage and 
salary workers. Ratios so computed 
are bound to be overstated since the 
numerator of the fraction will in- 
clude persons who are no longer on 
the payroll and whose contributions, 
unless paid or shared by employers, 
bear little relationship to the Na- 
tion’s current wage and salary bill. 
These limitations must be kept in 
mind when using these ratios or in- 
dexes of growth. The problem can 
be expected to grow in dimension as 
an increasing number of employee- 
benefit plans make arrangements to 
continue coverage for retired or laid- 
off workers. 

Health and Welfare Benefits 
To what extent do the increases in 

aggregate benefits under employee- 
benefit plans represent a liberaliza- 
tion of benefits that enhances the 
real value or quantity of the protec- 
tion received? To what extent do 
they reflect other factors-the growth 
in the number of employees and their 
dependents covered by the plans, for 
example, or the increased cost of pro- 
viding the same amount of protection 
or services? 

Hospital Benefits 
Hospital benefits (including those 

paid under major medical expense 
insurance) increased in the aggregate 
85 Percent from 1954 to 1958. When 
measured in terms of benefits per 

participant, the increase was 47 per- 
cent. Of this increase, probably more 
than half can be attributed to a rise 
in the cost of hospital care, if the 
26-percent increase in hospital-room 
rates reported in the Bureau of Labor 
Statistics consumer price index can 
be considered indicative of hospital- 
ization prices in general. Thus, prob- 
ably less than one-fourth of the in- 
crease in aggregate benefit outlays 
for hospitalization during the 4-year 
period can be said to relate to addi- 
tional services received by insured 
persons. 

An analysis of the data for the 4 
years seems to indicate that this in- 
crease in protection has been at a 

steady pace. Benefits expended per 
participant rose 23 percent from 1956 
to 1958 and 19 percent from 1954 to 
1956, but the cost of hospital care, as 
represented by hospital-room rates, 
also rose more from 1956 to 1958 (14 
percent) than in the preceding 2 
years (10 percent). The net effect is 
a real gain of about 9 percent for 
each period. These measures of 
growth are rough, since changes in 
hospital utilization rates-the num- 
ber of hospital days used per sub- 
scriber - during the period studied 
have not been taken into account. 

A real gain in protection is indi- 
cated by the extension of maximum 
duration of stay in hospitals. The 
Health Insurance Institute survey of 
181 insurance companies in 1954 dis- 
closed that 51 percent offered a maxi- 
mum of 90 days a year and 20 per- 
cent offered 120 days or more.9 A 
1958-59 study of 188 companies indi- 
cated that about 32 percent would 
underwrite 120 days or more and that 
18 percent would cover hospitaliza- 
tion up to a year. These data refer 
to individual as well as group hos- 
pital policies offered for sale. A 
Bureau of Labor Statistics study of 
90 hospital plans under collective 
bargaining shows that between late 
1954 and early 1958 about 1 out of 4 
Plans lengthened the period during 
which full benefits are available.1° 

0 The Eastem Underwriter, August 21, 
1959, page 33. 

le Dorothy Kittner Greene and Harry 
E. Davis, “Changes in Selected Health 
and Insurance Plans, 1964 to 1958,” 
Monthly Labor Review, November 1958, 
pages 1243-1249. 
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This C-year period also saw a trend 
toward higher daily allowances for 
hospital room and board. The I954 
study by the Health Insurance Insti- 
tute revealed that 72 percent of the 
companies surveyed offered policies 
with hospital benefits of $15 a day or 
more, about 11 percent offered $20 
a day, and 4 percent $25 or more. 
The 1958-59 review of 188 insurance 
companies indicated that 93 percent 
offer maximum daily hospital bene- 
fits of $15 or more, 32 percent $20 a 
day or more, and 17 percent $25 or 
more. 

The Bureau of Labor Statistics 
study of collectively bargained plans 
shows that 3 out of every 5 plans 
providing cash room and board bene- 
fits raised benefit amounts - most 
frequently by S2 a day-between late 
1954 and ear& 1958. According to 
data gathered by the Institute of Life 
Insurance, the average daily allow- 
ance provided for employees by group 
hospital plans in force that were 
underwritten by commercial insur- 
ance carriers increased from $9.17 in 
1954 to $11.01 in 1958.12 

It is apparent that these increases 
in cash allowances for the most part 
no more than kept pace with the in- 
creased cost of hospital care. To the 
extent, though, that hospital cover- 
age is provided through service bene- 
fit plans that compensate hospitals 
directly for the full costs of specified 
hospital care, there is no appreciable 
gap between payments and rising 
costs. The Bureau of Labor Statistics 
showed that, during the period 1954- 
58, six of the 90 collectively bar- 
gained plans shifted from a cash 
basis to a service basis, although a 
majority (48) still provided cash in- 
demnity. 

The increase in allowances for 
hospital “extras,” either fully paid by 
the Plan or coinsured by the em- 
ployee, Parallels increases in the daily 
allowance for room and board and 
like them reflects the fact that hos- 
Pita1 charges have gone up. The 
Bureau of Labor Statistics reported 
that a third of the 90 plans under 
collective bargaining were revised be- 
tween 1954 and 1958 to liberalize 

--._- 
I1 Institute of Life Insurance, G?wL~ 

I~zrmnce and Group Annuity Corsrore, 
3954 and 1958. 
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ancillary benefits. Under many serv- 
ice plans, the kinds of services made 
available were expanded. Ten of the 
48 plans providing cash benefits for 
room and board increased the maxi- 
mum amount payable for hospital 
“extras.” 

Surg~e;lgzd Other Medical 

Surgical and regular medical bene- 
fit payments, including those under 
major medical expense Policies, in- 
creased in the aggregate 88 percent 
from 1954 to 1958. In terms of bene- 
fits per participant the increase was 
39 percent, of which perhaps two- 
fifths can be attributed to the rise in 
costs, as represented by physicians’ 
and surgeons’ fees in the consumer 
price index. Thus, only a little more 
than one-fourth of the 1954-58 in- 
crease in aggregate benefit outlays 
for surgical and other medical care 
may be due to improvements in the 
scope and adequacy of the benefits. 

There is some indication that this 
improvement may have been more 
rapid in the second half than in the 
first half of the 1954-58 period. Al- 
though the cost of surgical and other 
medical care rose faster from 1956 to 
1958 than in the preceding 2 Years, 
the benefits expended per Participant 
increased at an even faster pace. The 
net effect in terms of real improve- 
ment in protection is an estimated 
increase of 8 percent for the first 2 
years and 13 percent for the second 2 
years. These gains again are based 
on the assumption that there was no 
material change in the volume of 
sickness for which insured medical 
attention was furnished. 

One major source of the increased 
protection has been the growth of 
major medical expense plans provid- 
ing benefits when the basic medical 
insurance falls short of adequate 
protection - during periods of ex- 
tended illness, for example, or when 
large expenses are necessary for in- 
tricate surgical procedures or private 
day a,nd night nurses. Another source 
of increased Protection has been the 
addition under regular medical ex- 
pense contracts of provisions for 
physicians’ services in the home and 
OfWe for workers and dependents. 

SOme general increases have also 
been recorded in the amounts allowed 

for surgical and regular medical 
benefits, but these changes have been 
mainly brought about by the need to 
keep existing benefits abreast of the 
increased cost of medical care. The 
insurance industry reports that the 
average maximum surgical benefit 
for employees under group surgical 
expense insurance rose from $219 in 
1954 to $243 in 1958, or 11 Percent. 

According to the Bureau of Labor 
Statistics study of negotiated plans, 
about 2 out of 5 cash indemnity plans 
between late 1954 and early 1958 in- 
creased the maximum schedule 
allowance for surgery and the maxi- 
mum amount payable in nonsurgical 
cases for all treatments-per year or 
per disability-by physicians in the 
home, office, or hospital. Compara- 
tively few cash plans, however, in- 
creased the allowance payable for 
each medical treatment, and there 
was little change reported in the tYPe 
or number of services provided by 
plans on a service basis. 

Temporary Disability Benefits 
According to the Institute of Life 

Insurance, the average weekly bene- 
fit for all group disability insurance 
policies in force in 1958 was $35.39- 
17.5 percent higher than the 1954 
average of $30.13. Six out of 7 of the 
collectively bargained plans included 
in the Bureau of Labor Statistics 
study showed increases from 1954 to 
1958 in weekly payments for non- 
occupational disabilities - for plans 
providing uniform sums, by amounts 
ranging from $2.50 to $15, but most 
frequently by $5. Since gross average 
weekly earnings of production work- 
ers in manufacturing industries rose 
16.2 percent during the 4 years, it 
appears that increases in benefit 
amounts have more than kept pace 
with advancing wage rates. 

Another measure of growth is 
available through the use of the pro- 
cedures developed by the Division of 

Program Research in its annual 
series on income-loss protection 
agahWt short-term sickness.12 Re- 
lating the amounts paid under em- 
ployee-benefit plans to the income 
lost bY covered wage and salary 

12 See Alfred M. Skolnik, “Income-Loss 
Protection Against Short-Term Sickness: 
1948-59.” Socinl 5’ecw;ty Bdletin, Janu- 
ary 1960. 
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workers gives a rough measurement 
of the extent to which benefits rePre- 
sent real gains in the scope of Pro- 
tection provided. Use of this method 
shows that cash sickness benefits 
paid under private plans (including 
formal sick-leave plans) replaced 
29.3 percent of the gross income loss 
of workers covered by such plans in 
1958 and 26.7 percent in 1954. 

This index of growth reflects not 
only changes in weekly benefit 
amounts but also changes in maxi- 
mum duration of benefit and in 
length of waiting period. Private 
plans under New York’s compulsory 
disability insurance law, for example, 
had to assure workers of 26 weeks of 
benefits in 1958, if they were disabled 
that long, but in 1954 the statutory 
requirement was only 13 weeks. 

The index also reflects the growing 
influence of formal sick-leave plans, 
which by generally providing for lOO- 
percent continuance of pay from the 
first day of sickness can be expected 
to replace a greater proportion of lost 
income than insurance plans. From 
data collected by the Bureau of Labor 
Statistics in its Community Wage 
Surveys,la it is estimated that the 
number of employees covered by 
formal sick-leave plans increased 15- 
20 percent during 1954-58. 

Life Insurance 
For group life insurance, the most 

meaningful measure of changes in 
real protection is found in the face 
value of the policies. As reported by 
the Institute of Life Insurance, these 
amounts increased in the aggregate 
by 67.0 percent from 1954 to 1958 for 
all employee policies in force. In 
terms of the average amount of in- 
surance per employee certificate, the 
increase was 25.2 percent - from 
$3,120 to $3,905. This increase mark- 
edly outstripped the 17.3-percent rise 
in average annual earnings during 
the 4 years. The greater part of the 
gain took place in the second half of 
this period, during which the average 
amount of insurance per certificate 
rose 11.3 percent and average annual 
earnings 6.9 percent. 

‘3Department of Labor, Bureau of 
Labor Statistics, Wages and Related 
Benefits, 1953-54 and Wages and Related 
Benefits, 1957-58 (Bulletins No. 1167 and 
No.1224-20),1964 and1959. 
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Negotiated plans studied by the 
Bureau of Labor Statistics illustrate 
the advances in this area. More than 
half the life insurance Plans were 
revised between late 1954 and early 
1958. In most cases, the insurance 
specified under uniform Plans was 
increased by amounts ranging from 
$250 to $4,500, but most frequently by 
$500, $1,000, or $1,500. Under gradu- 
ated plans that increased coverage by 
realigning wage categories, the ef- 
fects varied for workers in different 
wage brackets. For workers earning 
$4,000 a year, protection was in- 
creased in only about a third of the 
plans revised in this manner. Some 
of the plans improved coverage by 
eliminating or revising provisions re- 
quiring a reduction in the amount of 
insurance for workers reaching a 
specified age. 

Recent Trends in Retirement 
Plans 

As would be expected, coverage and 
contributions under private pension 
plans did not increase at the same 
rate in the recession year 1958 as in 
preceding years. In fact, the 4.4- 
percent gain in coverage was the 
smallest since 1950. The 2.2-percent 
increase in employer-employee con- 
tributions was also the smallest for 
the period (except that for the earlier 
recession year, 1954). On the other 
hand, the number of beneficiaries 
and amount of beneflts, representing 
the fulfillment of earlier obligations, 
continued to show uninterrupted 
growth. 

Coverage 
In 1958 about 800,000 employees 

were added to the coverage of private 
pension and deferred profit-sharing 
plans, bringing the total to an esti- 
mated 19 million (table 5). More 
than three-fourths of those protected 
under private pIans were under non- 
insured plans, such as “trusteed” 
funds, multi-employer plans, union 
plans with no employer participa- 
tion, pay-as-you-go plans, pIans of 
nonprofit organizations, and deferred 
profit-sharing p1ans.l’ The remain- 
der were covered under insured plans 

14 See the BzhZZetin for March 1959, page 
8, for a description of these types of 
plans. 

underwritten by private insurance 
companies. These estimates, of 
course, exclude employees who have 
not yet met the age and/or service 
requirements for participation in the 
PltUL 

Since 1950, coverage under nonin- 
sured programs has more than 
doubled, and that under insured 
plans has increased by about three- 
fourths. The rise in coverage under 
insured plans has been accompanied 
by substantial growth in “deposit 
administration” plans. These plans 
provide for maintaining premiums on 
deposit in an undivided account un- 
til an employee retires. At that time 
the insurance company withdraws an 
amount sufficient to purchase (at the 
then guaranteed rates) the life an- 
nuity to which the employee is en- 
titled. Under other group annuity 
plans, premiums are immediately and 
directly allocated to the purchase of 
benefits for specific employees. In 
1950, such plans accounted for 10 
percent of insured coverage; by 1958, 
the ratio was 30 percent.15 

The coverage estimates for the 
series have been revised to take more 
fully into account the number of 
workers in the railroad industry who 
are covered by supplementary pen- 
sion plans. About 3 out of every 10 
workers protected by the Railroad 
Retirement Act are also covered by 
supplementary railroad pension 
plans, at least with respect to earn- 
ings in excess of the maximum 
creditable under the a&la About 
one-fifth of the supplementary plans, 
accounting for 2 out of 5 of the em- 
ployees covered by these plans, were 
established before passage of the 
Federal act in 1937. Other upward 
revisions in coverage are based on 
more complete data compiled on 
multi-employer plans. 

The coverage estimates make some 
allowance for overlap between plans 
of different types. Many of those 
covered under trade-union plans, for 
example, are also members of other 
plans, especially multi-employer 
plans. There is also considerable 

IsInstitute of Life Insurance, Life In- 
swance Fact Book, 1953 and 1959 editions. 

1s Railroad Retirement Board, Supple- 
mentary Pension Plans in the Railroad 
z?fdustry, 1957. 



overlap between deferred profit- 
sharing plans and pension plans. 
Employees covered under both in- 
sured and noninsured plans have 
been counted under the former cate- 
gory. The total number under non- 
insured plans is thus somewhat 
understated. 

Estimates of coverage under in- 
sured plans are derived from insur- 
ance industry reports that include in 
their totals inactive as well as active 
“lives.” In other words, the reports 
mclude retired workers tannuitants, 
and persons with deferred paid-up 
annuities who may be unemployed or 
who may have changed jobs. The 
coverage estimates have been ad- 
justed to eliminate annuitants, but 
no attempt has been made to correct 
the figures for the second group. 

The estimates of coverage. under 
noninsured plans are based on vari- 
ous sources, including the annual re- 
ports of industrial concerns, union 
health and welfare funds, and non- 
profit organizations. The data usual- 
ly exclude pensioners and partici- 
pants no longer employed by the 
company, though this exclusion is 
not always possible, especially with 
respect to former employees who 
have acquired vested rights to de- 
ferred pension benefits. 

Employer and Employee 
Contributions 

Almost $4.7 billion, it is estimated, 
was contributed in 1958 by employers 
and employees to finance private re- 
tirement plans-approximately $3,970 

million by employers and $710 mil- 
lion by employees. The proportion 
contributed by employers has been 
virtually the same-about 85 percent 
-from 1950 to 1958. The employers 
tend to contribute relatively more for 
the noninsured plans than for in- 
sured plans; in 1958 the proportions 
were 87 percent and 80 percent. 

As would be expected from the 
greater increase in coverage, total 
contributions for noninsured plans 
since 1951 have increased much more 
(93 percent) than those for insured 
plans ~53 percent). The average 
employer-employee contribution per 
employee rose for noninsured plans 
from $210 in 1951 to $219 in 1958, 
and that for insured plans declined 
from $375 to $355. 

Contributions under insured plans 
are on a net basis, with dividends and 
refunds deducted. Those under non- 
insured plans are for the most part 
on a gross basis, and refunds appear 
as benefit payments. For pay-as- 
you-go plans, contributions have been 
assumed to equal benefit payments. 

Benefxiaries and Benefits 
The number of persons receiving 

periodic payments from private pen- 
sion funds at the end of 1958 totaled 
an estimated 1,410,OOO. The year’s 
advance of 160,000 was the largest re- 
corded since the series began. The 
number of beneficiaries under nonin- 
sured plans increased 100,000 to a 
total of 970,000; the number under 
insured plans went up 60,000 to 
440,000. The proportion of benefici- 

aries under noninsured plans-about 
69 percent---has varied little over the 
years. 

Most but not all current benefici- 
aries are recipients of benefits under 
the Federal programs of old-age, sur- 
vivors, and disability insurance or 
railroad retirement. An estimated 
210,000 had worked in noncovered 
employment or retired before they 
met the age and/or work require- 
ments to qualify for old-age retire- 
ment under these two Federal pro- 
grams.l’ Included among the benefici- 
aries under insured plans are a small 
but indeterminable number of sur- 
vivors who are receiving periodic 
benefits based on the retirement 
credits of deceased employees. ManY 
of these survivors are probably re- 
ceiving widow’s benefits under a Fed- 
eral program. 

The 1958 increase of $150 million 
in benefit payments was unequaled 
during the period under review ex- 
cept in 1956, when the same advance 
was registered. Of the total of $1.3 
billion expended from private pen- 
sion funds in 1958, $1.0 billion or 77 
percent was paid under noninsured 
plans. This ratio has shown little 
change since 1950. 

The benefits under noninsured 
plans include (1) refunds of employee 
contributions to individuals who 
withdraw from the plans before re- 
____ 

17 This figure includes perhaps as many 
3s 35,000 persons under age 65 who were 
receiving disability insurance benefits un- 
der the Federal programs. 

‘Table 5.-Priwte pension and deferred profit-sharing plans:’ Estimated coverage, contributions, beneficiaries, benefit 
payments, and reserves, 1950-58 

- 

Year 

Ccwerage,~ 
end of yew 

(in thousands) 

I 

/ EIllPlO$W 
contributions 

Total 
Son- In- 

sured In- , sued 
Total In- 

sured 

lOj9-----.-....----.---’ 9.802 
1951.~~~~~--________.__ 11.000 
1952---.---.-.-.---..-- 11.7M1 
1953.--.-.---..-..-.--. 13,200 
1954---.-.-..----.-_--- 14,200 
1955 .-_---.__ ________ 15.4M) 
1956 .-.-._.. --_- _______ 16.800 
1957-...----------.---- 18,200 
1958....----..---_----- 19,ooo 

El, 030 
1,440 

::iz 

zz 
2,3ao 
2,670 
2,700 

Employee Number of benefie!- Amount oi 
contributions 

Reserves, 

(in millions) 
aries, end of year benefit payments end of yew 

(in thousands) (in millions) (in billlons) 

Total 
Non- In- 

sued $id 

-----I I---- 

Tom.1 In- 
sured 

“% $‘1.7 14.2 “i:$ 
410 16.8 7.7 
470 19.8 8.8 

iti 23.1 26.5 10.0 11.2 
780 30.3 12.4 

34.8 14.0 
38.3 15.5 

NOU- 
in- 

sured 

$6.1 
7.6 
9.2 

11.0 
13.1 
15.3 
17.9 
20.8 
23.8 

1 Includes pay-~s-you-go, multi-employer, and union-administered plans and 
liiose of nonprofit organizations and railroad plans supplementing the Federal 

2 Excludes smmitants. 

railroad retirement program. Insured plans are underwritten by insnrancr 
3 Includes refunds to employees and their surrlvors and lump sums paid 

companies; noninsured plans are in general funded through trustees. 
uuder deferred profit-shoring plnns. 

Sourc?. Social Security Admlnistmtlon, Division of the Actuary. 
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tirement and before accumulating 
vested deferred rights, (2) PaYmentS 
of the excess of employee contribu- 
tions to survivors 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 data from which the esti- 
mates have been developed does not 
make it possible to distinguish be- 
tween these lump-sum benefits and 
the amounts representing monthly 
retirement benefits, average monthly 
or annual retirement benefit amounts 
cannot be derived. 

Changes in existing pension plans 
in 1958 mainly dealt with improve- 
ments in the benefit formula, liberal- 
izations of disability benefits, and in- 
creased provisions for vesting. In the 
automobile and related industries, 
changes were patterned after the 
agreement between the United Auto- 
mobile Workers and the Ford Motor 
Company. This agreement raised the 
benefit rate for normal retirement on 
a gradual basis from $2.25 for each 
year of credited service to $2.50 a 
year and for disability and early re- 
tirement tat the employer’s option) 
from $4.50 a year to $5.00. The latter 
rate reverts to the rate for normal 
retirement when the beneficiary at- 
tains age 65 or becomes eligible for 
Federal old-age, survivors, and dis- 
ability insurance benefits. Under the 
old contract, benefits under the Fed- 
eral program were deductible from 
the disability benefit payable by the 
company. Workers retired before the 
agreement r e c e i v  e d a somewhat 
smaller increase in benefits-to $2.35 
a month for each year of service. 

One exception to the trend toward 

improved pension benefits was the 
action taken by the United Mine 
Workers Anthracite Health and Wel- 
fare Fund. As a result of declining 
tonnage in coal mined, the trustees 
of the fund were forced in 1958 to re- 
duce monthly pension benefits for 
16,000 pensioners from $50 to $39. 
Until 1954 thr pavrnent bed been 
$100 a month. 

Vesting provisions that transfer to 
the employee who is separated before 
retirement the right to the accrued 
pension resulting from his employer’s 
contributions were found in an in- 
creasing number of pension plans in 
1958, according to reports of negoti- 
ated settlements. The Bureau of 
Labor Statistics study of 300 selected 
pension plans shows that almost 3 
out of 5 plans in late 1958 had such 
provisions.ls An earlier Bureau study 
of 300 plans in effect in 1952, includ- 
ing 219 common to both studies, re- 
vealed only 25 percent of the plans 
with vesting provisions. 

In a recent study of vesting provi- 
sions made by the Bureau of Old-Age 
and Survivors Insurance,l” based on 
a review of various surveys, it is esti- 
mated that about half the employees 
covered by pension plans in 1958 were 
members of plans that provided for 
vesting. Studies for 1950-54 showed 
a range of 13-40 percent in the pro- 
portion of employees covered by plans 
that had vesting provisions. It was 
also concluded that perhaps as many 

I8 Department of Labor, Bureau of 
Labor Statistics. E’ension P1an.s Under 
Collective Bargakng, Late 19.58; BilletIn 
No. 1259, July 1959, page 4. 

ITJ Joseph Krislov, Vesti?eg in Private 
Pewsio7c Plans. Bureau of Old-Ape and 
Survivors Insurance, Division of Pyograili 
Analysis (Analytical Note No. 1021. 
January 1960. 

as OW-f0wth 01 all euwloyees with 
pension coverage in the late 1950’s 
could obtain vested rights, with no 
more than 10 years of service, at age 
40 or less or regardless of age. 

Reserves 

At the end of 1958, an estimated 
$39.3 billion was accumulated in re- 
serves maintained by insured and 
noninsured private retirement Pro- 
grams - $4.5 billion more than in 
1957. Although the rate of increase> 
(13 percent) was the lowest sincla 
1950, the increase in absolute dollars 
equaled that of 1957 and was the 
highest for any year. 

Approximately 39 percent of the 
1958 reserves, or $15.5 billion, was 
held by insured plans; in 1950 the 
proportion was 48 percent. This drop, 
and the corresponding rise in the 
proportion of reserves accumulated 
by the noninsured plans, is attribut- 
able to the fact that many nonin- 
sured plans are relatively new. As 
they grow older, their assets grow in 
significance. 

The average reserve per employee 
is much larger under insured plans 
than under noninsured plans. Two 
possible reasons are that noninsured 
plans often operate on less than full 
actuarial reserves and that the newer 
plans (with less time to build re- 
serves) are found in the noninsured 
group. The relative difference is nar- 
rowing somewhat. In 1951 the aver- 
age reserve per employee covered by 
insured plans was $2,400 or almost 
two and one-half times the $993 
average under noninsured plans. In 
1958 the average amount under in- 
sured plans ($3,483) was only slightly 
more than twice that under nonin- 
sured plans ($1,681). 
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