Notes and Brief Reports

Revised Coverage Estimates for
Employee-Benefit Plan Series*

This note takes another look at the estimates
that have been developed by the Social Security
Administration on coverage provided by privately
organized employee-benefit plans. These estimates
have been published as part of the BULLETIN’S an-
nual review of employee-benefit plan develop-
ments. The last time the series on coverage ap-
peared was in the April 1972 BuLLETIN.?

Coverage is defined in this series as the number
of active civilian wage and salary workers covered
for specific types of health, welfare, and pension
benefits at the end of the calendar year.

For a variety of reasons, estimates of the num-
ber of wage and salary workers covered by pri-
vately organized employee-benefit plans lack the
precision evidenced in the coverage estimates of
public social insurance programs. For one thing,
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the compulsory nature of social insurance pro-
grams assures a degree of completeness in report-
ing that is lacking for voluntary plans. For an-
other, the large number of plans and data sources
prevalent in the private sector produces a high
degree of variability in the data, especially when
compared with the data produced by unitary Fed-
eral or State programs in the public sector.
Third, the nature of the data available in the
private sector tends to produce coverage estimates
that create conceptual and definitional complica-
tions. Estimates of health insurance, for example,
are based on reports of private insurance com-
panies and other nongovernmental agencies. Many
of the reports include data for persons who—be-
cause of retirement, layoff, sickness, or job shifts
—are no longer employed as wage and salary
workers. In addition, such establishment report-
ing leads to an unknown amount of duplication
in the coverage of group health insurance, espe-
cially that involving working husbands and wives.
Dual coverage is also a critical factor with re-
spect to the estimates of private retirement plan
coverage. A number of employers have installed
more than one type of pension or profit-sharing
plan either for some or all of their employees.
Workers are frequently covered by both an in-
sured and a noninsured plan or by a negotiated
multiemployer plan and by a single-employer

Tasre 1.—Estimated number of wage and salary workers covered
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1 Plans whose benefits flow from the employment relationship and are not
underwritten or paid directly by government (Federal, State, or local).
ﬁxﬁﬁlges workmen’s compensation required by statute and emp]oyer's
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* Group and wholesale life insurance coverage based on data from Institute
of Life Insurance and Health Insurance Association of America, Group
Insurance Coverages in the United States, annual editions, modified to exclude
group plans not related to employment excludes ooverage under the ser-
vicemen’s group life insurance plan. Self- insured death benefit plan cover-
age based on data for various trade-union, mutual benefit association, and
company-administered plans

% Data from Health Insurance Association of America (see footnate 2)

4 Data from “Private Health Insurance in 1973 A Review of Coverage,
Enrollment, and Financial Experience,” Socfel Security Bulletin, February
1975, and from sources cited in footnote 2, modified to exclude group plans
not related to employment Data for hospltalizatlon surgical, and regular
medical coverage adjusted to include employees ooveted by group compre-
hensive major-medical expense insurance New series adjusted for duplica-
tion resulting from participation tn more than one plan, excludes persons no
longer employed as wage and salary workers,

5 Includes private hospital plans written in cothpliance with State tem-
porary disability insurance law in California.
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plan. Duplicate coverage also arises from provi-
-1ons for separate pension plans established for
workers earning more than the social security tax-
able maximum.

Another factor that inflates the usual estimates
of coverage under retirement plans is the increas-
ing number of workers entitled to vested pensions
from a previous employer. Establishment report-
ing tends to count such workers twice if they are
covered by a pension plan in their current job and
at the same time have deferred vested rights from
a previous job. Some reports also make no distine-
tion between active workers and retired: annui-
tants.

In light of the need for more precise estimates
of coverage, the Social Security Administration,
the Department of Labor, and the Department of
the Treasury contracted with the Bureau of the
Census to conduct a special household survey of
pension and health coverage of employed workers
in conjunction with the April 1972 Current Popu-
lation Survey. From this survey benchmark data
for 1972 were developed.?

During this period, the Institute of Life Insur-
ance and the Health Insurance Association of

?Walter W. Kolodrubetz, “Employee-Benefit Plans,
1972, Social Security Bulletin, May 1974, and “Em-
ployee-Benefit Plans, 1978,” Social Security Bulletin, May
1975.

under ®mployee-benefit plans,! by type of benefit, 1950-73

America, which develop basic coverage estimates
‘for life, health and disability insurance, and in-
sured pension plans, also changed their method
‘of data collection and therefore made revisions in
their published time series.®

Table 1 presents data from the old series and
the new, where revised, for all types of benefits
included in the employee-benefit series. The new
series uses 1972 household data as benchmark data
and the revised historical series of the insuring
agencies and takes account of the latest data de-
veloped by the Institute of Life Insurance on the
extent to which group life insurance protection
covers employment groups.* The new data show a
much higher proportion of life insurance plans
applicable to groups related to employment than
earlier anticipated by the Social Security Admin-
istration, thus producing a higher coverage esti-
mate. ‘

A significant downward adjustment is seen in
the new series estimates for private pension,
health, and temporary disability coverage. The
supplemental unemployment benefit estimates also
have been lowered as the result of more detailed

?Health Insurance Institute, Source Book of Health
Insurance Data, 1974-75, and Institute of Life Insurance,
Tally of Life Insurance Statistics, February 1975.

* Institute of Life Insurance, Life Insurance Fact Book,
1974, page 32, and unpublished data.
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¢ Represents coverage under group supplementary and comprehensive
major-medical insurance underwritten by commercial insurance companies

? Includes private plans written in compliance with State temporary dis-
abllity insurance laws in California, Hawali, New Jersey, and New York
Data from Health Insurance Institute, Source Bool of Health Insurance
Data, annual editions, adjusted to exclude credit accident and health Insur-
ance, Before 1963, includes group long-term disability

8 Data from Health Insurance Institute (see footnote 7).

¥ Based on trade-union and industry reports and *Financing Supplemental
Unemsloyment Benefit Plans,’” Monihly Labor Review, November 1969.
Excludes dismissal wage and separation aliowances, except when financed by
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supplemental unemployment benefit funds covering temporary and perm-
anent layoffs

1o Estimated by the Social Security Administration Includes pay-as-you-
go and deferred profit-sharing plans, plans of nonprofit organizations, union
pension plans, and railroad plans supplementing the Federal railroad retire-
ment program. Excludes pension tplans for Federal, State, and local govern-
ment employees, as well as plans for the self-employed Data exclude annui-
tants New series adjusted for duplication resulting from participation in
more than one plan and the vesting of benefits.

11 No change from old series,



TaBLE 2.—Estimated percentage of wage and salary workers covered under employee-benefit plans, new series, 1960-73
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1 Coverage of private and public emgloyees relates to average number of
private and government full-time and part-time civilian employees—79.7
million. in 1973 (table 6 3 in Survey of Current Business, July 1974).

analysis of the character of such plans and the ex-
clusion of plans that may be more appropriately
termed severance-pay plans than supplemental un-
employment benefit plans.

In general, the new estimates on health insur-
ance and private pension coverage, where the
greatest revision took place, are an attempt to
eliminate the overestimates produced by duplica-
tion. Data produced from household interview
surveys are considered a good tool for this pur-
pose, especially in areas of overlapping coverage
arising from participation in more than one plan.
The April 1972 household survey obtained data
also on the extent to which active workers had
built up retirement credits—vested rights—from
previous employment, and this factor was used to
adjust downward the pension plan coverage esti-
mates.

On the other hand, household interview surveys
are known to underreport coverage to some extent
because of respondents’ errors, lack of knowledge
of their coverage status, or failure to respond. The
April 1972 survey also did not fully take into ac-
count part-time workers. Thus, in developing the
revised health and pension plan estimates, the
data from the household survey were supple-

20

? Coverage of private employees relates to wage and salary employed labor
{(I)xr?e ltn p{elvlz;te industry—65 9 million in 1973 (from table € 3 in source listed
footno .

mented by data derived from the establishment
reports of insurance companies, business firms,
and Blue Cross-Blue Shield and independent
health plans. Reconciliation of the two sources
produce the new estimates shown in table 1 for
1972. The revised estimates for the earlier years
and for 1973 were generally determined by apply-
ing to the 1972 benchmark data the percentage
changes in establishment- reporting coverage fig-
ures for these years.

Based on the revisions, group life insurance
plans now are estimated to have been the most
common type of employee-benefit protection at the
end of 1973 (table 2). The proportion of the em-
ployed civilian labor force covered by this type of
plan was 73 percent, with 71 percent of the labor
force having some type of group health insugance.
Major-medical plans covered a third of the labor
force. Private retirement plans were estimated to
reach only 44 percent of the private wage and sal-
ary work force. Temporary disability insurance
and sick leave plans did somewhat better, cover-
ing 48 percent, with long-term disability coverage
showing the greatest advance in recent years—to
16 percent of the private labor force by the end
of 1973.
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