two prepaid plans on July 1, 1973, about one-
half (52 percent) were enrolled in the Kaiser
plan Of the 1,362 nonprofessional staff who were
covered by the two plans at that time, however,
74 percent were members of the Kaiser plan
This proportion can be compared with the 17
percent of the total number of faculty and 52
percent of the total number of other professional
staff enrollees 1n the two plans Similarly, while

i

76 percent of the 1,225 new enrollees 1n the two
plans between 1969 and 1973 jomed the Kaiser
plan, 82 percent of the new nonprofessional staff
enrollees did so, compared with 48 percent of the
new faculty and 74 percent of the new other pro-
fessional staff enrollees One can hardly escape
the conclusion that a prepaid plan with a rela-
tively heavy copayment for physician services
does not attract lower-immcome families

Notes and Brief Reports

Cash Benefits for Short-Term Sickness,
1975*

Despite a shght reduction n the amount of
benefits paid by voluntary private group msur-
ance, total cash benefits for short-term sickness
rose 1n 1975 by 9 percent to $8,700 milhon This
merease was almost as great as that for the year
before, although the major benefit sources pro-
ducing the gains were different m each year In
1974 the 19-percent increase n benefits paid by
voluntary tnsurance plans to workers in private
mdustry stood out Sick-leave payments also
made a substantial contribution to the 1974 benefit
total, but they were even more important 1 1975
Of particular significance was the sick leave paid
to government workers, which rose 14 percent

Income loss from sicknmess rose at a much
higher annual rate m 1975 (almost 9 percent)
than 1t did m 1974 (3 percent) The 1975 total
loss, $23 7 billion, includes work-time loss result-
g from the first 6 months of 1llness of long
duration, as well as from nonoccupational dis-
abilities lasting less than 6 months It encom-
passes, 1n addition, not only income actually lost
but 1ncome that would have been lost 1f 1t were
not for sick leave or wage-continuation programs
Formal sick leave 1s counted as an offset to this

* By Daniel N Price, Divizion of Retirement and
Survivors Studles, Office of Research and Statlsties For
detailed treatment of this subject, see the Social Security
Buylletin, July 1976, pages 2234
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potential loss and 1s added to the benefit totals

The cash benefits and mcome Ioss attributable
to non-work-connected disability rose at similar
rates during 1975 As a consequence, the benefit-
loss ratio—the measure that relates the two
factors—increased only shightly, from 36 6 percent
in 1974 to 36 8 percent 1n 1975

WORKERS COVERED

About 49 million wage and salary workers, or
63 percent of the entire labor force, were pro-
tected agamnst mcome loss due to temporary dis-
ability m 1975 Virtually all Federal Government
workers and 9 out of 10 State and local govern-
ment employees are estimated to be under sick-
leave plans As table 1 shows, the rate of coverage
was much lower for those i private mdustry—
57 percent With workers in areas covered by
mandatory temporary disability mnsurance (TDI)
excluded, 44 percent of the other workers in
private mdustry were afforded protection on a
voluntary basis

These data pertain to protection provided to
workers through their place of employment (In
addition, some workers purchase mdividual in-
surance policies that provide cash benefits during
disability ) Two major forms of sickness benefits
are considered here jnsurance plans (including
self-insurance} and sick leave or wage-continua-
tion programs An estimated 31 million workers
m private mdustry were covered by msured or
self-insured plans that generally replace one-half
to two-thirds of wages after a waiting period
rangmg from 3 days to a week This estimate
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TapLE 1 —Degree of income-loss protection against short-
term. sickness for all emploved wage and salary workers m
grwate mmdustry and for those not under temporary cisa-
1ty insurance laws, selected years 1954-75

‘With group protection

Tot%l
nimber
December of— (in thou- | Number | Percent
sands) ! | (n thou- of
sands) 2 total

All wags snd salary workers

43 000 25,600 5 5
46 000 27700 60 2
5 W00 26,000 58 6
47 000 28200 80 0
48,900 29,800 80 9
51,200 28700 56 1
54,800 30,700 56 0
56,800 23,500 50 0
58,000 5,300 609
58’900 35 500 60 3
81 400 86 500 59 &
63,800 38 100 57
62,800 36,900 58 8
62,700 35,000 57 4

‘Wage and salary workers not under
temporary disability insurance laws

31,400 15 000 478

34,200 16,400 480

23,600 16,000 476

34300 16800 490

35 900 17,400 485

38,100 16'000 420

41,000 17 000 415

42,600 1¢ 300 453

43300 20 600 476

44,300 20,900 47 2

46,500 21,600 485

47,700 23000 41

1974 DL LT s 47,700 21 80} 457
1975 oo LTI 48000 21,300 444

1 Number In private industry For ateas without temporary disability
insurancs laws, total excludes ralroad workers and is adjusted by ratio of

rivate industty employess on nonagricultural payrolls in the States with

mporary disability insurance laws to sll snch employees Data from the
Buresu of Labor Statistics, Employment and Earnings and Monthly Report
on the Lakor Force Beginmng 1968, data not strictly comparable with figures
for earlier ¥ears Beginning 1968 labor foree Information excludes thosa aged
14-15 and inclades certain workers praviously classified as self-employed

t Estimated number of private industry workers (1) with group sccident
and sickness insurance (except group credit insurance}, (2) under paid sick-
leave plans, (3) under ynion and matual association plans, and (4) under
Btate-opersted temporary disability insurance funds Beginning 1964, groug
accident and sickness insurance coverage adjusted to exclude those wit
long term benefit policies that usually do not provide short term benefits
Estimates of private protection based on data from, Health Insurance Asso
ciation of America and from State administrative agencies

mcludes workers under State TDI laws (those 1n
California, Hawa1, New Jersey, New York, and
Rhode Island), railroad workers covered by the
ratlroad TDI law, and those whose insurance
was obtained through labor-management con-
tracts or voluntary employer fringe-benefit pro-
grams Puerto Rico also has a TDT program, data
for which are not shown here to preserve com-
parability with other available information

Sick leave, the other major means of mamntain-
ing a worker’s wages when he cannot work because
of 1llness or accident, wag avatlable to 18 million
wage and salary workers Such persons were em-
ployed primarily by governments, but a number
worked 1 private industry This form of benefit
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commonly replaces full earnings without a waat-
mg period for a maximum of 5-15 days a year

BENEFITS

Cash benefits paid for sickness rose in most
categories during 1975 (table 2) Even with some-
what fewer workers in the economy, total benefits
increased 1 that year to $87 billion, a gain of
more than $700 million Note that this total m-
cludes almost $1 billion pard through individual
policies as well as $77 hillion paid by sick-leave
plans and group insurance The substantial 1975
rise m benefits can be traced not only to the
higher wage level 1n effect that year, but also to
the fact that workers encountered somewhat more
sickness

The series on private mdustry sick-leave pay-
ments has been revised for 1971-74 The new
$1,636 million estimate for these payments
1974 15 $133 million higher than that previously
reported On the basis of mformation that be-
came avatlable from a special supplement to the
1974 Health Interview Survey of the Publie
Health Service, the number of workers with sick-
lenve protection n private industry was revised
upward The computation of sick-leave payments
reflects this 1nerease m workers covered

The series on the number of workers covered
was not affected notably, however, because of an
offsetting adjustment made at the same time m
another part of the coverage estimates Recent
data show that some of the workers in California
previously recorded as having exclusive sick-leave
protection were really i leave plans that supple-
ment the State-operated TDI plan, under which
they had already been counted

In the past few years, considerable controversy
has developed about protection for short-term
disabtlity associated with maternity The question
of sex discrimination agamst women has been
brought to the courts because most sickness-benefit
plans restrict or prohibit payments to women
workers for time lost due to normal maternity
(Some plans do pay for disabilities arising from
the complications of pregnancy )

Although recent Supreme Court decisions have
permitted msurance plans to continue to exclude
maternity benefits,! the controversy has produced

!'The relevant decigion concerning benefits under TDI
laws was Geduldiyy v Alello, 1974, the decision concern-
ing wvoluntary plans was Ceneral Electric v Gilberl,
1976
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TABLE 2 —Protection aganst Income loss from short-term sickness,! 1948-75

.y [In millions)
Protection provided
Total Type of cash beneflt
! Inoome
loas Group benefits to workers in private industry
Year rlzlwon;_
shor
term Percont Under pyblic laws SICkﬁlﬁ_"“
sickness | ppyoune s lgsra Iﬁ{}:ﬂ&l&l Volgntary N govern-
Total private | pygately | Publicly ek ment
. slekness written pd ted leave employees
insurance ¥ pera
slckness slekness
Insurance 1} funds*
$4 582 $761 16 6 3141 $361 £138 $9 $57 3158 $259
4,445 848 191 150 398 145 7 62 164 300
4 816 042 196 153 474 176 54 63 180 315
5,494 1153 20 157 606 230 113 61 201 390
5,834 1,304 22 4 177 874 254 128 74 218 453
6,163 1,413 22 9 209 722 258 140 o] ™~ 28 481
6,114 1478 242 230 747 267 132 103 245 500
8,580 1 620 K7 250 825 307 135 109 273 54
7052 1,806 256 278 937 373 151 114 299 581
7,386 1958 2 5 307 1,024 389 178 127 330 628
7,477 2 093 280 353 1,044 372 184 141 3p 696
7 749 2 235 28 ¢ 390 1123 411 190 164 359 724
8,591 2 430 28 3 393 1,211 442 196 172 400 826
8 864 2,561 206 426 1,241 424 201 195 420 894
9,663 2 776 288 418 1 355 466 204 212 472 1 003
10 213 2 97 2% 3 47 1 4o 477 198 244 526 1,105
10 296 3,101 a0 1 484 1,485 524 191 264 80z 1,133
11,333 3 349 296 43 1 602 570 198 269 566 1,264
12 268 3 837 296 513 1735 635 208 273 619 1,389
12,844 3,893 a0 3 827 1,834 647 222 285 680 1,531
14,620 4 623 a1 é 609 2,247 872 252 320 203 1,767
15 315 5,061 330 635 2,551 966 281 374 930 1,874
16 799 5,848 M8 694 2,82 1 189 307 411 1 066 2,202
17,154 6,072 35 4 731 3,080 1179 310 411 1,130 2 311
19,655 6,780 37 772 3 300 1,286 328 412 1 304 2 618
21,069 7267 3445 795 3,050 1 382 354 446 1,469 2,711
21 797 7,970 36 6 851 4,145 1 843 382 485 1 636 2 844
23,687 B, 710 36 8 973 4,337 1609 401 638 1,789 3 240

1 Bhort term sickness refers to shori-term or temperary non-work-con
nected disability (lasting not more than 6 months) and the first § months
of long term digability Data for 50 Btates and the District of Columbia

1 Beginning 1973, includes banefits for the sixth month of disability payable
under gie old age, survivors, and disabllity insurance program, not shown
separately

PGrraup accldent and sickness insurance and self Insurance privately writ
tenon a voluntary basis Includes a small but undetermined amount olgroup
disability insurance paid to government workers and to self-employed per-

significant side effects The Califorma State TDI
program, for example, added limited protection
m 1976 under a requirement that matermty bene-
fits be paid for as many as 3 weeks before and
3 weeks after childbairth In New York State,
Iitigation resulted 1n a court ruling that makes
employers lhable for maternity benefits payable
on the same basis as for other short-term disabili-
ties 2 (This decision was based on a State human
rights law, not the TDI law )

All the other TDI jurisdictions except Puerto
Rico previously had some type of pregnancy bene-
fit, although 1t usually mvolved a smaller amount
than that allowed for other disabilities Full
maternity benefits ¢could nerease the ecost of TDI
by 12 percent {the estimate of those favoring such

' New York Court of Appeals, Brooklyn Union Gas Co
v Appeal Board, 1976,

BULLETIN, MAY 1977

sons through farm, trade, or professional associations

1 Privately written group siclness indurance and self Insyrance provided
under private plans established in compliance with Biate temporary disa
billty laws in California, New Jersey, and New York Comparsble dsta for
Hawali not avatlable

¥ State-operated funds in Rhoede Island, Californla, and New Jersey, the
State Insurance Fund and tha apecial fund for the disabled unemployed in
Now York, and the cash sickness provisions of the Railroad Unemployment
Insurance Act

protection) to 33 percent (the prediction of those
agamst offering such benefits) 3

BENEFIT-INCOME REPLACEMENT RATES

The 36 8-percent benefit-income loss rate for
1975, though up only shightly from the 1974 level,
18 the highest ever calculated for the series The
difference between this ratio and 100 percent
results from several factors The 1ncome loss due
to sickness for workers not covered by any benefit
program accounts for much of the gap Weekly
benefit limits, warting periods, and maximum-
duration provisions contribute to unreimbursed
mcome loss That part of income not mtended to

* Qeduldig v Aiello
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be paid for by partial-pay formulas 1s also a
major factor

Smee msurance programs are generally de-
signed to compensate for only part of a worker's
lost mmecome, they provide a somewhat different
type of protection than do full-pay sick-leave
plans The ratio of sick-leave benefits to asso-
ciated mcome loss was 75 percent m 1975, at the
other end of the range, the mcome-replacement
rate for group benefits under voluntary auspices
(heavily weighted by insurance plans) was less
than 24 percent It should be borne mn mind, how-
ever, thal msurance plans compensate for this
relatively low average rate of imcome replace-
ment by their potential benefit duration of many
weeks (most often 26)

Federal Civil Setvice and Military
Retirement Programs Legislation,
94th Congress*

Public Law 94440 (approved October 1, 1976)
makes a major change 1n the method of computing
cost-of-living 1ncreases for Federal civilian and
military retired personnel and their survivors
Under previous law, benefits were increased when-
ever the Consumer Price Index (CPI) of the
Bureau of Labor Statistics rose 3 percent above
the price level of the base month n each of 3
consecutive months The amount of the increase
was based on the percentage rise mn the CPI in the
highest of the 3 months, rounded to the nearest
tenth Another 1 percent was added to the mncrease
based on the CPI rise

The higher benefit amount was effective for
the first day of the third month following the
3-month period, for those on the rolls by that
date, and was reflected 1n checks 1ssued at the
beginning of the month following the effective
date A total of 5 months thus elapsed between
the mitial month 1n which the CPI rose by 3
percent over the previous month and the month
i which the cost-of-hving adjustment was re-
flected 1n the annuity checks

The 1-percent mcrement had been mtroduced

* By Alfred M Skolmik, Ihvision of Retirement and
Survivors Studies
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m 1969, partly to compensate for the loss of pur-
chasing power durmg this 5-month period An-
other purpeose for the mncrement was to permat
annuitants to share 1 the increased productivity
of the economy, as measured by mcreased real
imcome reflected 1 higher money earnings

Public Law 94-440 eluminates the 1-percent
merement, replacing 1t with automatic cost-of-
hving adjustments scheduled twice a year, March
1 and September 1 Each adjustment 1s reflected
i checks 1ssued the following month A benefit
merease will take place whenever any rise {(ad-
Justed to the nearest 1/10 of 1 percent) occurs
m the CPI during the previous 6-month period,
measured for the March 1 adjustment from June
to December and for the September 1 adjustment
from December to June The mcreases thus will no
longer depend on a rise of 3 percent or more 1n
the CPI For the first adjustment—March 1,
1977—the nerease was based on the percentage
change 1 the CPI from the time of the last ad-
justment (December 1975) under the old law to
December 1976

Two other laws passed earher by the 94th
Congress affect the civil service retirement pro-
gram (1) PI. 94-183 (signed December 31,
1975) established a statute of limitation for fihng
an appheation for Federal civil service retirement
benefits, (2) PL 94-166 (signed December 23,
1975) permits annuitants to make allotments or
assignments from their annmity checks for pur-
poses considered appropriate by the Civil Service
Commission

Public Law 94-183 permits the Civil Service
Commission to destroy old individual retirement
records on which no claim has been filed within
a given period No benefits will be paid from
the civil service retirement and disability fund
unless a claim 1s filed by an employee’s 115th
birthday or withm 30 years of the death of an
employee or annuitant Previously, benefits to a
former employee or survivor were due 1n per-
petuity and, 1f benefits were unclaimed, the Civil
Service Commission had to keep the records for-
ever

Public Law 94-166 permits Federal exvil service
annuitants to make allotments or assignments
from their annuity checks, comparable with those
allowed Federal employees 1n active service Pre-
viously, only Federal employees could request
deductions from their pay checks for such pur-
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