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Preface

This is the second in a new and comprehensive series of studies surveying
the entire scope of the collective bargaining agreement. It is expected that the
cycle of studies, which will take several years to complete, will result in a pub-
lication of about 30 to 40 separate bulletins.

Although the Bureau of Labor Statistics had been producing a number of
agreement studies each year, until this new series was begun the Bureau had
not been able to undertake a full-scale analysis of the collective bargaining agree-
ment. The closest approach was made during the period 1946-50, when the so-
called Bulletin 908 series was issued. The 19 reports which comprised that
series have long been out of print and out of date. The Bulletin 908 series will
be remembered essentially as a compilation of significant and varied agreement
clauses, accompanied by an analysis of the purpose and background of each cate-
gory of clauses or issues. The series as a whole proved to be extremely popular
and useful in collective bargaining, among arbitrators, in universities, and for
government purposes, both at home and abroad.

As planned, the new series will improve on the old series in several
respects. Reflecting the widening scope of collective bargaining, the new series
will cover a substantially greater range of subjects and practices, including many
never before studied by the Bureau. In addition, the prevalence of practices
and their variations will be measured, wherever meaningful and feasible.

Emphasis will be placed on illustrating the variety of ways in which ne-
gotiators handle specific problems. Wherever possible, the analysis will cover
the trends in particular practices.

The interrelationship of agreementprovisions will be emphasized through-
out the series., The actual operation and administration of agreement provisions,
however, will not be studied systematically.

Agreement clauses quoted will be identified by the company and union
signatories and date of agreement expiration. Where desirable, entire sections
of selected agreements will be reproduced verbatim in an appendix to illustrate
how the clauses fit together.

As planned, virtually all studies in the series will be based on all agree-
ments in the United States covering 1,000 workers or more and available to the
Bureau, exclusive of railroad and airline industries and government. These major
agreements account for almost half of the coverage of all collective bargaining
agreements outside of railroad and airline industries and government. The studies
thus do not reflect practices in small collective bargaining situations or in non-
union companies. All agreements are part of the file of current agreements main-
tained by the Bureau for public and government use in accordance with section 211
of the Labor Management Relations Act, 1947.
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The clauses presented in this bulletin are not intended as model or rec-
ommended clauses. The classification and interpretation of clauses, it must be
emphasized, reflect the understanding of outsiders and do not necessarily reflect
the understanding of the parties who negotiated the clauses.

This bulletin was prepared by Leon E. Lunden, assisted by Ernestine M.
Moore and Dena G. Weiss, under the supervision of Harry P. Cohany, in the
Bureau's Division of Industrial and Labor Relations, Joseph W. Bloch, Chief,
under the general direction of L. R. Linsenmayer, Assistant Commissioner for
Wages and Industrial Relations.
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Major Collective Bargaining Agreements—

Severance Pay and Layoff Benefit Plans
Chapter 1. Introduction

To workers facing loss of jobs through no fault of their own, severance
pay, in its traditional meaning, was intended to provide a financial cushion to
help tide them over a period of unemployment, and to compensate, in part at
least, for the loss of seniority and all other rights and privileges accruing to
them by reason of their length of service. Public benefits through the State un-
employment compensation system, to qualified workers actively seeking employ-
ment, were also intended to help the displaced worker through the transition pe-
riod. In recent years, through collective bargaining, the concept of severance
pay and the availability of unemployment insurance have been merged in a variety
of devices, made even more diversified by tax and legal considerations and a
certain blurring of the distinction between severance and layoff. To an increasing
degree, moreover, workers who are laid off, with or without the expectation that
the layoff will be permanent, are also realizing in cash, or in vested rights,
their equity in various fringe benefits that they stand to lose, along with wages,
in loss of jobs.

For purposes of study, it is necessary, although arbitrary in some cases,
to separate the variety of plans and payments into distinct categories. The fol-
lowing descriptions in this study should be viewed entirely in this light. At the
outset, it is also important to emphasize that this study deals with formal plans
as set forth in agreements, and thus does not take into account the modifications
in practice to meet special circumstances, and the informal or unilateral arrange-
ments that prevail in this area of procedure.’

Traditional severance pay plans provide a money payment, in a lump sum
or in installments, to workers whose employment has been terminated. A com-
plete severance of the employment relationship, and with it the worker's seniority,
is either treated explicitly by the plan or the conditions of the payment are such
that only permanent separation is applicable. These awards are variously re-
ferred to as severance pay, termination pay, dismissal allowance, separation
benefit, and layoff allowance (where layoff implies permanent layoff). Under
such plans, the payment of benefits is not contingent on the worker remaining
unemployed. The relationship of plans to State unemployment insurance varies
among the States. By administrative decree, legislative action, or court con-
struction, traditional severance pay can either disqualify a worker from receiving
unemployment compensation (on the grounds that severance pay is wages) or it
may have no effect on his right to unemployment compensation (because dis-
missal pay is considered as earned before discharge or as compensation for
the loss of pension, seniority, and similar rights). Severance pay plans gen-
erally are unfunded, although in recent years a number of funded arrangements
have been negotiated.

1 In a separate study, the Bureau is analyzing the operation of the plans covered in this particular study of agree-
ment provisions, as well as conducting several case studies of actual layoff situations, In a very real sense, this special
study comprises an important part of a study of plans under collective bargaining.
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The primary purpose of supplemental unemployment benefit (SUB) plans
is to provide weekly allowances to workers on layoff, to supplement unemploy-
ment compensation. Usually, the layoff is not considered permanent, that is,
both employer and worker expect the worker to be recalled to the job. Unlike
traditional severance pay plans, SUB benefits are paid only if the worker is un-
employed. By administrative decree or legislative action, both State unemploy-
ment allowances and SUB payments usually can be paid concurrently. SUB plans
are typically funded arrangements.

In recent years, SUB plans have been expanded to provide additional
benefits. Many plans now include a short week benefit granting payments to
supplement the less than full paycheck that would otherwise be forthcoming when
operations do not provide a full week's work, Some SUB plans have adopted
severance pay provisions granting lump-sum allowances to workers whose unem-
ployment has extended for a specified period or when employers determine that
the worker's layoff is permanent, whichever is sooner.

Both traditional severance pay provisions and SUB plans are found in the
primary metal industries, but severance pay is not part of the SUB plan nor is
the severance allowance paid from SUB funds. The two plans are related only
to the extent that, under certain circumstances, SUB payments may be deducted
from severance allowances.

Extended layoff benefit plans, such as those negotiated in the aerospace
industry, contain some of the major features of SUB plans and traditional sever-
ance pay plans. They resemble SUB plans in that they are funded, clearly state
that their purpose is to supplement unemployment compensation, and cover all
workers on layoff without removing the workers' rights to recall. They re-
semble the traditional severance pay plan in payment of benefits as a lump-sum
allowance (after the first 4 weeks of layoff), the payment not to be contingent, after
the qualifying period of unemployment, upon the worker remaining unemployed.

Other variations include plans having features of severance pay and lay-
off benefits. These provide for lump-sum payments, but because they lack either
a clear-cut statement that the acceptance of benefits severs the employment re-
lationship or a listing of conditions for payment that could be interpreted only as
permanent separation, they conceivably could provide for either layoff benefits,
or a severance benefit in the event that the laid off worker is never recalled.
For study purposes, these are referred to as layoff benefit plans. Still other
plans combine a layoff benefit under one condition and a severance benefit under
another. Some plans provide a benefit only on retirement, either in lieu of a pen-
sion plan or if the worker does not qualify for a pension under an existing plan.
Individual trust account_ plans, a funded arrangement, establish an account for
each worker from which he may draw under certain specified conditions, in-
cluding separation. Pooled multiemployer arrangements, as in the apparel and
maritime industries, have their own unique features.

For this study, the Bureau tabulated traditional severance pay plans;
plans which had no explicit statement of termination—Ilabeled for the purpose of
this study as 'layoff benefit plans;'' separation pay provisions in SUB plans; the
aerospace industry's unique funded extended layoff benefit plan; combination plans;
and other variations providing payments on separation or layoff, exclusive of
provisions incorporated into pension plans. The decision to combine these plans
into one study was not intended to have any implications for legal or tax purposes.
Significant differences among the various types of plans are highlighted in the text.
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Related Studies?

Supplemental unemployment benefit plans, as such, are analyzed in a
separate study, along with wage and employment guarantees.® Benefits to laid off
or displaced workers flowing out of other practices (vacations, health and insur-
ance plans, pension plans, profit-sharing plans, relocation allowances, etc.) will be
covered in the context of the separate practices, as each is studied in this series.

Scope of Study

For this study of severance pay and layoff benefit plans, the Bureau ex-
amined 1,773 major collective bargaining agreements, each covering 1,000 work-
ers or more, or virtually all agreements of this size in the United States, ex-
clusive of those in railroad and airlines industries, and in government. These
agreements applied to approximately 7.5 million workers or almost half of the
total coverage of collective bargaining agreements outside of the excluded indus-
tries. Of these, 4.1 million workers covered by 1,023 contracts were in manu-
facturing; and the remaining 750 agreements, applying to approximately 3.3 million
workers, were in nonmanufacturing. Virtually all contracts were in effect in
1963; for a few contracts that had expired during the last months of 1962, re-
newed agreements were not available at the time that tabulations for this study
were completed.

Clauses were selected for quotation in this report to illustrate either the
typical form of the characteristics under consideration or the variety of ways in
which negotiators have modified that form. Minor editorial changes were made
where necessary to enhance clarity, and irrelevant parts were omitted where
feasible. The clauses are numbered and the agreements from which they have
been taken are identified in appendix D. In appendix A, several plans are re-
produced in their entirety to illustrate how the parts fit together in the whole.
In appendix B, a selection of funded plans are similarly presented. In appendix C,
pertinent sections of the arbitration award of November 26, 1963, made in the
dispute between railroad carriers and operating brotherhoods concerning the em-
ployment of firemen (helpers) are reproduced, because of the award's historical
significance.

2 Ibid., footnote 1.
3 In a forthcoming publication, Supplemental Unemployment Benefit Plans and Wage-Employment Guarantees.
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Chapter II. Types and Prevalence of Plans

Severance pay and layoff benefit plans, as defined, appeared in 30 per-
cent (525) of the 1,773 major agreements studied and covered about 40 percent
(3.1 million) of workers under all agreements (table 1). Manufacturing agreements
contained the bulk of dismissal pay and layoff benefit plans. Nonmanufacturing
industries accounted for only 148 plans, and 97 of these were in communications
and utilities. The communications, primary metals, and transportation equip-
ment industries accounted for more than a third of the plans and for over half of
the worker coverage. In communications, plans have been in effect since the
1930's, and in primary metals since 1947.

Five unions were parties to almost half of the plans in major agree-
ments—Steelworkers (65), Automobile Workers (63), Communications Workers (47),
Ladies' Garment Workers'(36) and Electrical Workers, IBEW (30). In total, these
five represented 23 percent of all the contracts in the study, but 46 percent of
those with dismissal pay or layoff benefit plans. They represented less than a
third (30 percent) of the workers in the study, but about two-thirds of the work-
ers covered by plans. In the following tabulation, the ratio of agreements having
plans and of workers covered by these plans, except for the IBEW, is substan-
tially higher for these unions than the averages for all unions.

Percent with severance pay
or layoff benefit plans

Unions Agreements Workers
All unions 29.6 40.9
Steelworkers 51.6 82.8
Auto workers 55.8 87.0
Communications workers 100.0 100.0
Garment workers (ILGWU) 97.3 98.8
Electrical workers (IBEW) 30.9 41.0

All IBEW plans were in the public utilities and communications industries.

Multiemployer agreements accounted for only 86 of the 525 plans. Nearly
half the multiemployer plans (36) involved the Ladies' Garment Workers' pooled
industry funds.

Since 1944,* the date of the Bureau's first study of severance pay plans,
there has been a steady upward trend in the percent of agreements with such
plans, and a particularly marked rise since the 1955-56 survey. (See chart.)
Underlying this growth were the separation pay provisions added to SUB plans in
the automobile industry in 1958 and in rubber in 1961, and extended layoff benefit
plans negotiated in the aerospace industry in 1960. The original union demand in

4 The present study constitutes the fourth conducted by the Bureau. Earlier studies were Dismissal Pay Provi-
sions in Union Agreements, December 1944 (BLS Bulletin 808, 1945), "Dismissal Pay Provisions in Union Agreements,
1949" in Labor-Management Contract Provisions, 1949-50 (BLS Bulletin 1022, 1951), and Collective Bargaining Clauses:
Dismissal Pay (BLS Bulletin 1216, 1957).
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Severance Pay and Layoff Benefit Plans in Union Agreements, 1944—63
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the aerospace bargaining had been for supplemental unemployment benefits, but at
the conclusion of negotiations extended layoff benefit plans emerged. In 1958,
severance pay provisions were included in a large number of agreements in the
ladies' apparel industry. Excluding funded arrangements, the prevalence of plans
increased from 15.7 percent in 1955-56 to 21.7 in 1963.

Provisions With Explicit Statements of Termination

Of the 525 severance or layoff benefit plans, 419 covering 2.5 million
workers explicitly stated in a variety of ways that termination of the employment
relationship was a requisite to, occurred simultaneously with, or resulted from,
receiving an allowance.® These were unambiguous statements in this regard.
In one form, the statements appeared as straightforward declarations that the
receipt of the award terminated seniority, and/or ended pension, insurance, and
other rights, or both:

It is understood that upon receipt of severance pay an employee relinquishes all recall,
seniority, and employment rights with the company., (1)

kosk ok

The acceptance of a severance allowance shall serve to abolish and annul any and all
seniority ratings or reinstatement privileges, . . . (2)

FOSE OOS

%k k%

All employees receiving severance pay . . . shall be removed from the seniority lists of
the company and will no longer be considered as employees of the company., (3)

k% ok

An employee who qualifies for and elects to receive a severance pay allowance must file
a statement of his election to receive severance pay allowance . . . and therefore signs a waiver of
any and all rights and credits under the pension and insurance agreements . . . and this agree-
ment . . . including but not limited to all seniority rights . . . (4)

To be eligible for such a separation allowance an employee shall forfeit all seniority rights
and any other privileges, rights, or benefits (not including vested benefits arising from company
contributions under any pension agreement between the company and the union except to the extent
provided in the following paragraph) which such an employee shall have at time of termination,
If reemployed, he shall be considered a new hire and shall have the status assigned to him at the
time of reemployment. (5)

Some statements defined a condition for granting pay which meant permanent
separation:

5 Included were 51 agreements covering 347,550 workers which had explicit termination statements applicable
in some circumstances, but not in others,
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When a department and/or a subdivision thereof is permanently shut down, meaning only
the total and permanent discontinuance of operations therein . . . and not the fluctuations of oper-
ations, an employee whose employment is terminated as a result thereof because he is not entitled
to other employment with the company . . . shall be entitled to a severance allowance . . . (6)
[This illustration is reproduced in its entirety in appendix A7

* % 3k

Severance pay will be paid to eligible employees . . . whose regular job is eliminated
due to management action in initiating any of the following changes:
(a) Technological improvements in facilities and equipment.
(b) Changes in methods of production, processing, shipping, receiving, materials handling
or distribution, etc.
(c) Permanent closing of a plant, department or part of a department, or other permanent
reductions in the total plant working force . . . (7)

It is agreed that severance pay shall be paid by the employer to regular employees whose
services are terminated by permanent layoff or discharge. . . . (8)

Any employee permanently displaced because of technological reasons, i.e., changes in
plant or equipment or changes in process operations, either of which causes the particular job to be
permanently abolished, shall receive severance pay, . . . (9)

Retirement was another condition which indicated permanent separation.
In several textile contracts, it was the only condition under which severance
awards would be granted:

The employer will pay retirement separation pay to each of its employees who, having
attained the age of 62 voluntarily retires from active employment in the mill . . . (10)

When the worker had an option between layoff and severance pay, the
intent of the contract clearly established a permanent separation when the worker
chose severance pay:

Any employee who voluntarily resigns in the face of layoff . . . may elect to waive his
layoff and rehiring rights . . . and to receive in lieu of such layoff and rehiring rights a termi-
nation wage . . . (11)

¥*
*
*

34, Any employee laid off due to reduction in force shall have the option of:
(1) Accepting his severance pay,
(2) Accepting an assignment in inverse order of seniority, or

(3) Leaving his severance pay with the District and remaining on the rolls for a call
back. (12)
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Some agreements gave no details of the plan's characteristics—i.e.,
when severance would be paid, benefit levels, how it would be administered, etc.
Instead, a brief mention of the existence of such a plan was found in a seniority
clause, or a vacation provision, or clauses referring to details in other benefit
plans. The language of these clauses implied permanent separation:

An employee shall cease to hold seniority rights under the following conditions: . . .

(e) If he is retired on pension or severance pay., (13)

SR

Any employee entitled to vacation who is laid off, resigns, is discharged, retires, or accepts
a severance award, shall be eligible for accrued vacation pay at time of exit.  (14)

Some agreements also mentioned the adoption of severance pay in prin-
ciple, leaving the working out of details to some later time—usually until a
situation arose in which such payments were called for:

The manufacturers recognize the right of the union to discuss severance pay in cases of
permanent plant closings. (15)

EE I 3

If the company should ever decide to move its Cleveland plants covered by this agreement
away from the Greater Cleveland area, it shall give the association a minimum of 6 months' notice
of such intent. Furthermore, the company shall then negotiate with the association a mutually agree-
able severance pay plan covering all employees laid off as a result of the move, Failure to reach
agreement on a severance pay plan within 60 days from the date on which the company notifies the
association of its intent to move shall give the association the right to terminate this agreement
at will, (16)

Provisions With No Explicit Statement of Termination

One hundred fifty-seven plans covering 850,000 workers contained no
explicit declaration that termination of the employment or job relationship was a
requisite to receiving benefits.® These plans resembled other severance pay
arrangements in that payments were ordinarily given in lump sums and were
graduated according to length of service. In the absence of a clear-cut statement
of permanent severance, however, conceivably compensation could be granted
under conditions short of permanent dismissal. On the other hand, the omission
of a statement of permanent termination and of specifications that could clearly be
interpreted as meaning permanent termination, may simply reflect the significance
of a layoff in industries or companies without short-term fluctuations in employ-
ment and with declining manpower needs; that is, once a worker was laid off,
his chance of reemployment was negligible. The bulk of the plans without termi-
nation language were concentrated in the communications industry, specifically
in telephone agreements.

6 Op. cit,, footnote S.
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In the telephone industry and in other industries, plans with no explicit
termination statement usually provided compensation for 'layoff' or 'layoff for
lack of work."

Each employee laid off will be paid a layoff allowance in accordance with the fol-
lowing . . . (17

Mo sle S
ook Sk

Employees with 1 year or more of service will be eligible for severance pay when laid off
by company action because there is no work available to which their seniority entitles them. (18)

e o2
ook ok

. o . if a regular full-time employee, or a temporary full-time employee with 1 year or
more of continuous service since the latest date of (company) engagement or reengagement, is laid
off, he shall receive a payment for each completed year of net credited (company) service . . . (19)

Other agreements, however, excluded short-term layoffs of a specified duration:

The company shall grant /Severancé/ pay to all employees in the bargaining unit who are
laid off in accordance with the provisions of this contract . . . It is further agreed that the schedules
herein set forth will not be utilized in layoffs of less than 1 month's duration, providing that the
company at the time of layoff notifies the employee to report for work in less than 30 days from the
effective date of layoff. In every other instance, severance payment shall be made in accordance
with the schedule set forth above. (20) /[This illustration is reproduced in its entirety in appendix A.7/

An implication that the separated worker retained recall rights is found
in the following clause:

It is agreed and understood that acceptance of severance allowance by an employee will in
no way affect his recall rights and further, if an employee who has received a severance allowance
is recalled, his service for purposes of future severance allowance shall be measured from the date
of acceptance of recall, (21)

The ''extended layoff benefit plans' prevalent in the aerospace industry
contained a statement which clearly differentiated them from traditional severance
pay provisions, although they had adopted some of the latter's features.

The purpose of this article is to increase the security of eligible employees by providing
benefits in the event of their layoff for an extended or indeterminate period. Such benefits help
compensate for loss of job security, vacation and sick leave accrual, and insurance benefit coverage,
They are intended to supplement and not replace or duplicate the State system of unemployment
insurance. (22)

Fifty-one contracts, mainly in the telephone industry, contained explicit
statements of termination applicable in certain circumstances, but not in others.
Usually, these provided for benefits in ''layoff for lack of work' with no termi-
nation statement set forth, and then, in the same or in a separate clause, also
provided benefits in case of retirement to workers ineligible for pensions. This
constituted the only clear condition of permanent separation:

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



11

In case of layoffs, payment . . . shall be made to each regular employee laid off, ex-
clusive of employees classified as temporary or occasional . . . If part-timing shall be in effect,
such layoff allowance shall be reduced proportionately to the reduction in hours.

If an employee who has received a layoff allowance is rehired and the number of weeks
since the date of her layoff is less than the number of weeks upon which the allowance is based,
less vacation, if any, the amount paid to the employee for the excess number of weeks shall be
considered as an advance to her by the company and repayment shall be through payroll deductions
at the rate of 10 percent of the basic weekly wage until the amount is fully paid. . . .

Any regular employee with less than 20 years of net credited service who at age 65 is re-
tired by the company without a pension will be given a termination allowance . . . (23)

In General Electric's income extension aid plan, compensation was availa-
ble in both layoff and plant closing:

An employee with 3 years or more of continuous service will, in accordance with the pro-
visions hereinafter set forth, have available an income extension arrangement for use in the event of
layoff for lack of work or plant closing . . .

Whenever the company decides to close a plant, the company shall give notice of its de-
cision to the union, the local or locals involved, and the employees concerned. Thereafter, as the
company, in the cowrse of such plant closing, no longer has need for the work then being done by
an employee, his employment by the company may be terminated . . . (24)

Funded Arrangements. Although unfunded plans continued to prevail, the
significant growth in funded arrangements, particularly among large companies
in the rubber, automobile, and farm machinery industries, may foreshadow a
change. Whereas a little more than a fourth of all plans were funded, they cov-
ered about 42 percent of all workers under plans (table 2).7

Of the 141 funded arrangements, 118 pooled industry funds and SUB plans
carried an explicit statement of termination.,

Workers

Agreements (in thousands)
Total funded arrangements —mmemeeeeeo 141 1,286.0
With explicit statement of termination -—-—-—- 118 1,149.6
Pooled industry funds 51 332.4
In SUB plans 67 817.2
No explicit statement of termination! ———_—__ 16 112. 4
Combination plans? 1 6.9
Plans with no details given S e 6 17.2

1 All were extended layoff benefit programs in the aerospace industry.

Separation pay is included in the pension plan, according to the agreement
provision.

3 All plans which referred to severance, but gave no additional details of plan
characteristics.

NOTE: Because of rounding, sums of individual items may not equal totals.

7 The prevalence of funded arrangements is understated since separation provisions in pension plans were not
tabulated and separation provisions in SUB plans were included only where there was a reference to a SUB plan in
the basic collective bargaining agreement. A forthcoming study (BLS Bulletin 1425-3, op. cit., footnote 3)will ac-
count for all major SUB plans and will also discuss severance pay features in such plans.
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Separation provisions in supplemental unemployment benefit plans ac-
counted for most funded arrangements, weighted heavily by Auto Workers (AFL~
CIO) agreements in transportation equipment and machinery industries. This-
addition of separation pay to the SUB fund was a logical extension to a fund which
already dealt with the allied problem of indefinite layoff. Among industries hav-
ing SUB plans, only primary metals did not integrate severance pay into the fund,
although under certain circumstances SUB payments could be deducted from sep-
aration allowances. The primary metals severance pay provision preceded the
negotiation of SUB plans by 9 years; in the automobile industry, SUB plans already
existed when severance pay was adopted.

Fifty-one funded plans were pooled industry funds, that is, they were
funds formed by contributions from a number of employers in an industry with
the purpose of paying out benefits to separated workers of all contributing em-
ployers. These arrangements usually paralleled other pooled funds providing
other benefits, e.g., pensions. Among the larger plans were the International
Ladies' Garment Workers' Supplementary Unemployment-Severance Benefits Pro-
gram and the National Maritime Union's Employment Security Plan.

Among other funded arrangements were the limited liability financing
arrangements of extended layoff benefit plans, found only in the aerospace indus-
try; and individual income security accounis in which account balances went to
workers upon termination. Representative plans are described in more detail
in chapter VI.
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Table 1. Severance Pay and Layoff Benefit Plans in Major Collective Bargaining Agreements, by Industry, 1963
(Workers in thousands)
With severance pay and layoff benefit plans No reference to
Total number = — severance pay
Industry of agreements Total ‘:,tl::‘e::gri:c;; sg‘:eer::l::;cgf Combination |or layoff benefit
termination termination plans plans
Agree-| Work- [Agree-[ Work- |Agree-[ Work- [Agree-[ Work- [Agree-| Work- |[Agree-| Work-
ments ers ments ers ments ers ments ers ments ers ments ers
All industries ... — | 1,773]7,454.1| 525 [3,051.0] 368 |2,193.9| 106 509. 6 51 347.6 | 1,248 |4,403.1
Manufacturing_.______._______ — | 1,0234,137.1| 377 |[2,332,0| 312 |2,010.7 56 227.4 9 94.0 646 |1,805.1
Ordnance and accessories___._._ 19 78.3 11 49.1 5 16.5 6 32.6 - - 8 29.3
Food and kindred products _____ 124 373.1 40 129.9 40 129.9 - - - - 84 243.2
Tobacco manufactures._. 11 24.1 - - - - - - - - 11 24,1
Textile mill products ___ 28 79.8 11 36,2 11 36.2 - - - - 17 43,6
Apparel and other
finished products__. 52| 427.8 35 248.4 35 248.4 - - - - 17 179.4
Lumber and wood products,
except furniture 12 19.0 - - - - - - - - 12 19.0
Furniture and fixtures.__ 15 26.0 3 4.6 3 4.6 - - - - 12 21.5
Paper and allied products .__ 56 127.3 10 24.1 3 4.1 7 20.0 - - 46 103.3
Printing, publishing, and
allied industries__.______________ 37 73.5 6 10.9 6 10.9 - - - - 31 62.6
Chemicals and allied
products .. 61 112.7 36 63,7 22 39.9 11 15.6 3 8.3 25 49.0
Petroleum refining an
related industries_____.__________ 18 54.8 6 25.0 4 17.4 2 7.6 - - 12 29.8
Rubber and miscellaneous
plastics products .o 24 111.1 12 90.2 12 90,2 - - - - 12 21.0
Leather and leather
products 22 76.7 3 3.6 3 3.6 - - - - 19 73.2
Stone, clay, and glass
products . _____._____ 30 114.3 5 19.8 5 19.8 - - - - 25 94.5
Primary metal industries_. 109 599.3 56 488.0 51 481.8 4 5.2 1 1.0 53 111.3
Fabricated metal products _. 57 141.5 17 69.1 17 69.1 - - - - 40 72.4
Machinery, except
electrical 98 262.7 25 124, 6 22 120.0 2 3.6 1 1.0 73 138.2
Electrical machinery,
equipment, and supplies 98 396.9 37 222.6 26 94.3 7 44.6 4 83.7 61 174.3
Transportation equipment __. 121 975.5 52 697.9 38 605.2 14 92.7 - - 69 277.7
Instruments and related
products 22 45,4 10 17.4 7 11.7 3 5.7 - - 12 28.0
Miscellaneous manufacturing
industries ... ___________ - 9 17.7 2 7.5 2 7.5 - - - - 7 10.2
Nonmanufacturing ... 750(3,317.0( 148 719.0 56 183.2 50 282.2 42 253. 6 602(2,598.0
Mining, crude petroleum, and
natural gas production 20| 238.8 7 16.7 6 15.7 1 1.0 - - 13 222.1
Transportation 2. - 107| 688.4 12 63.6 9 59.7 3 3.9 - - 95 624.8
Communications.. 81 513.7 76 496.5 3 5.7 38 253.8 35 237.1 5 17.2
Utilities: Electric and gas 86 207.2 21 50.3 13 26.9 3 9.4 5 14.0 65 156.9
Wholesale trade 15 28.4 3 7.8 3 7.8 - - - - 12 20. 6
Retail trade_...__. 116 303.9 9 27.1 8 18.6 1 8.5 - - 107 276.8
Hotels and restaurants .. 38 175.4 2 3.5 2 3.5 - - - - 36 171.9
Services 62 218.5 16 50.7 12 45,4 3 4.3 1 1.1 46 167.8
Construction 221 898.1 ~ - - - - - - - 221 898.1
Miscellaneous non-
manufacturing industries ._____ 4 44.9 2 2.9 - - 1 1.4 1 1.5 2 42.0

! Includes agreements with an explicit statement of termination applying under some, but not all conditions.

2 Excludes railroad and airline industries.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 2. Funded and Unfunded Arrangements in Severance Pay and Layoff Benefit Plans in Major Collective Bargaining
Agreements, by Industry, 1963

(Workers in thousands)

Total number Funded
with severance 1
pay and layoff Unfunded In supplemental Other or
Industry benefit plans Pooled unemployment no detail?
P benefits?
Agree- | Work- [ Agree- Work- [ Agree- | Work- [ Agree- | Work- [Agree- [ Work-
ments ers ments ers ments ers ments ers ments ers
All industries =——-=-e—--- -~ | 525 3,051.0 384 1,765.0 51 332.4 67 817.2 23 136. 5
Manufacturing -—----m-=emmmmeemue 377 2,332.0 242 1,098.5 47 288. 6 67 817.2 21 127.8
Ordnance and accessories-——--—— 11 49.1 6 18.1 - - - - 5 31.0
Food and kindred products - 40 129.9 34 116.7 6 13.3 - - - -
Tobacco manufactures-—-— -— - - - - - - - - - -
Textile mill products--—--—----— - 11 36.2 8 17.3 3 18.9 - - - -
Apparel and other
finished products =—=-==-se—mece—- 35 248.4 - - 35 248. 4 - - - -
Lumber and wood products,
except furniture -—------emceeeemee - - - - - - - - - -
Furniture and fixtures -———-—- 3 4.6 1 1.4 1 2,0 - - 1 1.2
Paper and allied products ~~—--—-- 10 24,1 10 24,1 - - - - - -
Printing, publishing, and
allied industries —————-mmmmm—m——emmem 6 10.9 6 10.9 - - - - - -
Chemicals and allied
products 36 63.7 36 63.7 - - - - - -
Petroleum refining and
related industries-~——-—e—mme—moeamv 6 25,0 6 25,0 - - - - - -
Rubber and miscellaneous
plastics products =-—----—-=moaem 12 90,2 5 29.9 1 4,5 6 55.8 - -
Leather and leather
products 3 3.6 3 3,6 - - - - - -
Stone, clay, and glass
products 5 19.8 3 10.0 - - 2 9.8 - -
Primary metal industries -- 56 488.0 52 479.7 - - 4 8.3 - -
Fabricated metal products =—--—-- 17 69.1 8 19.5 - - 9 49.6 - -
Machinery, except
electrical ———em-mmmmemmmmee e e 25 124.6 9 11. 6 - - 16 113.0 - -
Electrical machinery,
equipment, and supplies - 37 222.6 32 206, 2 - - 3 13,2 2 3.2
Transportation equipment -——--—-- 52 697.9 13 39.9 - - 26 565, 6 13 92.4
Instruments and related
products 10 17. 4 9 15,3 - - 1 2.1 - -
Miscellaneous manufacturing
industries ==—--=—-—-memmmmmeeeee. — 2 7.5 1 6.0 1 1.5 - - - -
Nonmanufacturing-----—------- — | 148 719.0 142 666, 5 4 43.8 - - 2 8.7
Mining, crude petroleum, and
natural gas production 7 16,7 7 16,7 - - - - - -
Transportation® ~-—-- 12 63,6 10 26,6 2 37.0 - - - -
Communications ==--------- 76 496.5 76 496.5 - - - - - -
Utilities: Electric and gas--———— 21 50. 3 19 41. 6 - - - - 2 8.7
Wholesale trade ~—----—--- 3 7.8 1 1.0 2 6.8 - - - -
Retail trade-—--—————-—- — 9 27.1 9 27.1 - - - - - -
Hotels and restaurants 2 3.5 2 3.5 - - - - - -
Services 16 50.7 16 50,7 - - - - - -
Construction —-—=--smmcesmmmemeeeeee - - - - - - - - - -
Miscellaneous non-
manufacturing industries -—~—-—-- 2 2,9 2 2.9 - - - - - -

! Includes 244 traditional severance pay plans (24 of which give no details of their characteristics), 90 layoff benefit

plans, and 50 combination severance and layoff benefit plans.
Includes 3 individual security accounts.
Includes 16 extended layoff benefit plans, 1 combination severance pay and layoff benefit plan, and 6 plans which give
no details of their characteristics.
4 Excludes railroad and airline industries.

3

NOTE: Because of rounding, sums of individual items may not equal totals.
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Chapter III. Eligibility Requirements

The analysis of plan provisions in this and the following chapters is based
on 377 of the 525 plans accounted for in chapter II. The 377 plans examined in
full comprise the following:

Plans Agreements
Traditional severance pay plans! 220
Layoff benefit plans (those with no explicit
statement of termination) 106
Combination plans 51

1 Including plans in primary metal industries.

These 377 plans accounted for 71.8 percent of all plans tabulated in chapter II
and 1. 8 million (table 3) of the 3.1 million workers coming under such arrange-
ments. Among the 148 plans excluded were pooled industry funds (51), SUB plans
having separation provisions (67), and 30 plans which referred to severance pay
but failed to set forth any details.

Each of the 377 plans studied in detail stipulated the conditions under
which payments would or would not be made: i.e., for voluntary or involuntary
separation; under broadly defined, relatively liberal conditions, or under narrowly
defined very specific conditions; for causes related to the job, or for causes re-
lated to the worker, Some plans set forth policies applicable in case of retire-
ment or death. Virtually all set minimum length-of-service requirements which
displaced workers had to meet before they could qualify for payments.

Voluntary and Involuntary Separation

Plan provisions were predominantly operative in situations where the
separated worker had no control over his continued employment.

Workers

Nature of separation Agreements (in thousands)
Total referring to nature of separation---------- 377 1,794.3
Involuntary separation 353 1,729.1
Voluntary separation 5 12.3
Involuntary and voluntary separation —ee—eeo—________ 19 53.0

NOTE: Because of rounding, sums of individual items may not equal totals.

Commonly, provisions granting pay for involuntary separation listed the
applicable conditions (plant closing, transfer of operations, physical disability,
and the like). Some plans specifically declared that voluntary separation was to
be excluded in determining eligibility.

Severance pay is intended to cover layoffs due to lack of work and not cases of quits or
discharges . . . (25)

15
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Voluntary separation as a condition for giving compensation was written
into only 24 plans, covering about 65,000 workers. The practice of paying for
voluntary quits is probably more common than a study of formal provisions re-
veals, since payment for voluntary termination is the kind of situation which
management might prefer to handle informally, in its own discretion.

Limiting the plan's applicability to involuntary termination often serves
to hold workers on the job when separations are imminent. From the employer's
point of view, this assures an orderly shutdown of operations. Some clauses ex-
plicitly stated that eligibility for payment depends on the worker remaining on
the job.

« « o In order to be eligible for severance pay an employee must remain at work until
he is released and terminated by the company. (26)

Other provisions,however, left earlier termination to the discretion of management.

An eligible employee whose employment is terminated because of plant closing . . .
shall . . . be entitled to income extension aid in a lump sum . . . provided that he:

After the announcement of the plant closing, continues regularly at work . . .
until the specific date for his termination . . .

Such employee may request that his date of termination be advanced so that he can accept other
employment and the local management will give due regard to this request . . . (27)

Some plans which allowed severance compensation for voluntary quits
limited it to employees having a specified length of service; to those who resigned
in the face of layoff; or who were induced to resign because of inability to per-
form their work:

(a) An employee who resigns voluntarily after 25 years of continued and uninterrupted em-
ployment as recognized in the employment records . . . or having voluntarily resigned upon at-
taining the age of 62 years shall be entitled to receive . . ., severance pay, (28)

When a layoff is pending, an employee not then scheduled for layoff may notify the com-
pany that he elects to resign and receive the layoff allowance of another employee thereby saved
from layoff . . . (29)

sk sk

A termination allowance shall be paid to a regular or temporary employee whose service
is terminated under any of the conditions outlined below:

1, Laid off or separated in conformity with 7,01,

2, Retired at age 65 without a pension,

3. As an inducement proposed, or agreed to, by the company to an employee to resign
because of inability or unadaptability to perform properly the duties of the job as dis-
tinguished from misconduct,  (30) /This illustration is reproduced in its entirety in
appendix A,/ -

Broadly Defined Conditions. Of the 377 plans, 364 established conditions
for granting benefits that related to the employees' work situation, while 113 set
forth conditions of separation relating directly to the worker himself (tables 3
and 4).
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Workers
Applicability Agreements (in thousands)
Total with provisions 377 1,794.3
Conditions inherent in work situationeeee—eceeeeeeeeoo 264 1,286.8
Conditions inherent in worker 13 36.5
Conditions inherent in work situation
and worker 100 471.1

NOTE: Because of rounding, sums of individual items may not equal totals.

Under both categories, conditions were sometimes set forth that were
sufficiently nonspecific as to allow for liberal payment policies at the time
of separation.

Under broadly defined conditions, employees on 'layoff'" or '"laid off
for lack of work''—language typical in plans having no explicit statement of
termination—would receive payment. Since the causes triggering the layoff
were not spelled out, it can be assumed that severance payments were to be
made in all situations. Such ''layoff for lack of work' provisions were found in
114 agreements (table 3).

« « o« Any employee who is laid off or whose employment is severed through no fault of
his own for a reason other than retirement under the retirement plan shall be granted severance pay
at his regularly scheduled hourly wage rate of pay as follows: . . . (31)

¥k sk 3k

If a reduction of force is made, an employee who is laid off from employment in the com-
pany will receive an allowance to ease a possible hardship caused by the layoff, (32)

oooste st
sk sk ok

Regular employees who are laid off due to lack of work and regular employees who retire
at the compulsory retirement age and who are not eligible for pension shall be paid a termination
allowance . . . (33)

In 106 of these clauses, ''layoff for lack of work' constituted the only
eligibility requirement concerned with the work situation for which a separated
worker could receive allowances.

Other agreements with broadly defined eligibility clauses specified rea-
sons for which pay would not be granted. This approach was noted in a number
of extended layoff benefit plans:

Benefits shall be payable to eligible hourly employees whose layoff as a result of a reduction

in the working force has extended without recall to work by the company to a minimum period of
4 full weeks, and who make written application therefor to the company., . . «

As used herein, layoff as a result in the reduction of the working force shall not include dis-
ciplinary layoffs, quits, discharges, leaves of absence of any type or for any purpose; nor shall . . .
the 4-week period referred to . . . include any period any hourly employee is on strike,  (34)

o, e e
%ok ok

A worker who loses his job for any reason other than discharge for just cause, voluntary quit-
ting of temporary layoff for lack of work as distinguished from permanent layoff shall receive sev-
erance pay at the time of severance . . . (35)
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In thus defining applicability by exclusion, some provisions also ruled out con-
ditions beyond the company's control, especially those likely to cause only a tem-
porary interruption to employment:

Except for part-time employees, severance pay shall be granted by the company to em-
ployees on the seniority list in cases where layoff occurs for a period of 2 weeks or more, except
where absence from work is due to any strike, fire, flood, major or mechanical or electrical break-
down . . . (36)

(b) Employees who are discharged for cause, or who voluntarily resign, or who are laid off
as a result of physical incapacity, epidemic, fire, action of the elements, strike, walkouts, labor
dispute, governmental order, court order, or order of any other legally constituted body, act of God,
public enemy, war, riot, civil commotion, or for any cause or causes beyond the control of the
producer, whether of the same or any other nature, shall not be entitled to the above "dismissal

pay."  (37)

Definition of applicability by exclusion might be used to explain what was meant
by layoff for ''reasons beyond the worker's control:"

Employees laid off by the company for reasons beyond their control will be paid separation
pay in accordance with the time which they have worked for the company. . . .

Employees who quit or who are discharged or who are retired under the pension plan or who
are transferred to a noncovered unit will not be entitled to severance pay. (38)

A number of plans provided allowances to any employee who had been
on layoff for an extended period. Usually, under the provisions of the seniority
clause, a worker's seniority, and hence his employment, would terminate follow-
ing such an extended layoff. Under these plans, then, the worker would be paid a
severance allowance simultaneous with this break in seniority, Whatever the
original causes for layoff might have been, they were no longer the determi-
nants in givinag compensation. Meatpacking agreements frequently contained
this provision.

Severance pay shall be paid to employees . . . who lose their seniority due to their layoff
period exceeding 2 years ., . . (39)

+ « o In case of layoff for 6 months or more, employees affected shall receive . . . (sev-
erance pay) . . . (40)

e s s
B ok ok

In the case of a reduction from a higher to a lower level of production . . . when the
higher level of production . . . is resumed, all employees who were laid off at the time of and
because of the reduction to the lower level of production, and who are not recalled when the higher
level of production is resumed or within 30 days thereafter, shall be eligible for severance allow-
ances . . . (41)

Specifically Defined Conditions. To narrow the area of applicability,
plans specifically defined the conditions for which compensation would be paid.
Most frequently, among reasons rising out of the work situation, benefits were
to be paid when separation occurred because of plant, business, or department

8 For further discussion see p. 59 on waiting periods for separation pay., Severance clauses in SUB plans also
adopted this approach,
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closing, or in closely allied situations such as transfer of operations or mergers

(table 3).

meatpacking agreements, which listed other conditions as well.

and relocation, department closings, and transfers of operations

When paid, separation allowances shall be paid to employees having 1 year or more of con-
tinuous service (including such employees in layoff status who have plant seniority and whose plant
seniority has not been forfeited) who are permanently separated from the service either because of a
reduction in forces arising out of the closing of a department or unit of the business or because of
technological change in production adopted by the company and when it is not expected that they
will be reemployed. (42)

When, in the sole judgment of the company, it decides to close permanently a mine or
discontinue permanently a mine and terminate the employment of individuals, an employee whose
employment is terminated either directly or indirectly as a result thereof because he was not en-
titled to other employment with the company under the provisions of article 10—seniority—of this
agreement and section 3 of this article 14 shall be entitled to a severance allowance . . . (43)

E 3

When, in the sole judgment of the company, it decides to close permanently a plant or
discontinue permanently a department of a plant or substantial portion thereof and terminate the em-
ployment of individuals, an employee whose employment is terminated. . . . shall be entitled to
a severance allowance in accordance with and subject to the following provisions. (44)

sk sk %k

When a company permanently closes a warehouse or permanently discontinues any depart-
ment of a warehouse, as a result of which the employment of employees is terminated, an employee
whose employment is so terminated, or when an employee has been laid off by the company and
such layoff is continuous for a period of more than 24 months, then such employee shall be deemed
to have permanently lost his job and any recall rights, and shall be entitled to a severance allow-
ance . . . (45)

Both plant and department closing were coupled in Steelworkers and

Plans paying benefits in transfer of operations were usually limited to
this one kind of separation:

(a) If . . . the employer shall physically move substantially its entire operation .
and the local annexes operating adjunct thereto to a location which is:

(1) Over 50 miles . . . /__;waﬁ . « . this contract and the union representation thereunder
(if still in effect) shall thereupon not apply at such new location and each employee of
such present operation . . . who then has 5 years or more accumulated service shall,
. « . be entitled to a severance award. . . . (46)

The provisions of this article . . . are based solely on loss of jobs due to transfer of work
to other . . . plants . . . This article becomes the sole agreement between the parties on the
subject of severance pay. (47)

While agreements specifying technological change as a condition for
granting benefits have increased since the Bureau's 1955-56 study, in 1963 tech-
nological change was specifically identified in only 15 percent of the provisions
setting forth conditions involving the work situation. However, plant closings

erated by technological changes as well.
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In its simplest form, technological change was merely referred to, but
not defined:

Any regular full-time employee whose employment is permanently terminated for the reasons
listed below shall be eligible for severance pay. . . «

1, Elimination of jobs;

2, Consolidation or mergers;

3. Abandonment of plants;

4, Technological changes. (48)

%ok ok

The employer agrees to continue, in accordance with past practice, its plan under which
separation allowances are paid to employees who lose employment directly by reason of technolog-
ical improvements or physical incapacity. . «  (49)

Some plans defined technological change to mean changes in plant, equipment or
processes, or in methods and procedures:

The employer will pay separation allowances to employees displaced by technological
changes and for whom no other jobs are open, upon the following terms and conditions:

Any employee shall be considered displaced by technological change when his particular
job is permanently abolished because of:

1, Change in plant or equipment, or
2., Changes in process operations. (50)

sk ok

6.1 Regular employees having 1 year or more of service, who suffer loss of employment
because of technological change such as dial conversion shall be paid a termination allowance based
on the employee's service and basic wage rate at the time of separation, . . . (51)

X 3k

In the event that an employer shall convert one or more elevators in his building to op-
eratorless elevators and the job or jobs of one or more regular elevator employees are eliminated
« » o on that account, the employer shall pay to the elevator employee or employees whose job
or jobs are thus eliminated, conversion pay in the amount and upon the terms and conditions as
follows. . . . (52)

ERE I

If and when any job is abolished as a result of the conversion to straight natural gas or the
sale, lease, or other disposition of a manufacturing plant of the company, then an employee whose
employment was terminated because of the abolition of such job is eligible to receive dismissal
Pay. « » o If and when any job is abolished as a result of changes in methods of production,
distribution, sales, or office procedure, then an employee whose employment was terminated because
of the abolition of such job is eligible to receive dismissal pay. . . » (53)

A small number of plans covered the eventualities of sale, consolidation,
merger, or liquidation of a business, ?

Notwithstanding the provisions of section 17 (a), any employee involuntarily separated from
the service of the company as a result of merger shall be granted severance pay . . . (54)

%% %

? The apparel industry's pooled industry fund, discussed elsewhere, also paid benefits upon business termination.
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were concerned with discharge, disability, and retirement (table 4).

In the event of a merger, consolidation, or permanent suspension of any newspaper covered by
this agreement, any employee who at the time of such merger, consolidation, or permanent suspension
has been a regular situation holder for at least 1 year or who during his current period of uninter-
rupted priority has accumulated at least 1 year of service as a regular situation holder and who by
virtue of such merger, consolidation, or permanent suspension is deprived of employment, shall re-
ceive, in addition to any accumulated vacation credits or any other money due him, the cash equiv-
alent of 3 weeks' (15 shifts) pay. . . . (55)

¥ %k 3k

B. If the employment of any employee is terminated by layoff or discharge because of ad-
verse business conditions or because of discontinuance of business, closing of the store, bankruptcy,
whether voluntary or involuntary, . . . such employee or employees shall be entitled to the fol-
lowing severance pay. o o .

C. If the employer, because of the bona fide sale of his drugstore or because of taking
in of a partner, desires to discharge or lay off any employee, he shall do so only with the consent
of the union. . . . should the arbitrator sustain the employer in such discharge or layoff because
of the bona fide sale of his drugstore or because of taking in of a partner, the employee involved
shall be entitled to the following pav, . . .

In case of sale of store, both seller and Suyershall be respousibie for severance pay. (56)

21

Plans listing conditions involving the worker, found in 113 agreements,

To some

degree, these were interrelated, in the sense that physical or mental inability
to perform work could be a cause for discharge or for retirement.

Discharge was usually defined. The definition, however, was some-
times sufficiently general to allow for a liberal interpretation:

Termination allowance will be paid as herein provided to eligible employees whose service
with the company is terminated by layoff, by compulsory retirement without pension, by displace-
ment arising through technological change, or by discharge, dismissal, or release without sufficiency
of cause. (57)

sk ok 3k

In cases of involuntary separation from employment (excepting dismissals for cause), the

company will pay to each employee as 'severance pay" the following amounts: . . . (58)

Discharge was also defined by listing those causes for which payments
banned:
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An employee who is discharged for insubordination, insobriety, dishonesty, absence without
authority, grave offenses, or subversive activity, shall not be entitled to termination pay . . .

An employee when discharged for a cause other than those listed above, shall receive ter-
mination pay « . . (59)
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. « o /The/ purpose of the severance pay program is to alleviate economic distress or shock
resulting from permanent termination of employment, Permanent termination of employment shall
result from (1) voluntary resignation, discharge, death, layoff in excess of 150 consecutive calendar
days, or off-job injury or sickness in excess of 365 days, or failure to return to work after a prop~
erly granted leave of absence . . . Any employee discharged for proven theft shall not be eli-
gible . . . (60)

Xk 3k
A discharged employee shall be entitled to receive in a lump sum a cash severance pay-
ment. . » « The Times need not grant severance pay , . . in case of discharge for dishonesty,

gross neglect of duty. . . . (61)

POSERO SRS
ook sk

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

were



22

When an employee . . . is discharged, he shall receive a ‘smissal payment . . .

Dismissal pay need not apply to an employee discharged for dishonesty or in the case of
self -provoked discharge for the purpose of collecting dismissal pay, (62)

In the following agreement, management had the right to discharge an employee
without proving just cause, provided it was willing to pay a severance allowance:

« o » An employer shall . . . have the right to discharge an employee without proving
just cause provided that the employer gives such employee severance pay. . . . (63)

A small number of plans, probably buttressed by informal practice,
authorized that workers separated because of physical or mental disability be
compensated:

An employee . . . who is laid off or discharged . . . for lack of work or a noncompen-
sable mental or physical disability, shall be granted a separation allowance. (64)
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When the company decides to terminate an employee who is unable to do a fair day's work
because of disabilities due to age or illness, he will be given the opportunity of accepting severance
at the time he is displaced, (65)
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1, A termination allowance will be paid to an employee in accordance with and subject
to the following provisions:

II, Conditions governing eligibility

Termination payments will be paid by the company to an employee compensated through
the regular payrolls if:

A, He has at least 3 months of company service credit as determined by company service
credit rules:

(a) His employment is permanently terminated by action of the company:

1. Because of his physical or mental inability to perform efficiently and safely
his regularly assigned work or other work that is made available to him by
the company; . . . (66)

O

Separation pay shall be available to employees having 5 years or more of continuous se-
niority who are permanently removed from active employment because the company has determined
they are physically incapable of continuing in active employment and it does not expect that they
will be reinstated. This paragraph, however, shall not apply to employees who are placed in early
or normal retirement status. The conditions governing the payment of the separation pay and its
effect on an employee's seniority will be the same as the conditions governing its payment to laid-
off employees, (67)

The employer may be required to make an effort to place the employee before
separating him, thereby establishing a safeguard against abuse of the provision:

For the purposes of this /Severance pay/ article, "lack of work" shall include the inability
of the company to place an employee . . . because of such employee's incapacity for age or any
other reason « « « o (68)
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On the other hand, the employee may elect separation rather than change of jobs:

This plan is to provide full-time regular employee with a separation allowance . . . when
separated from the company due to total and permanent disability . . .

If an incapacitated employee elects not to displace any other employee (if his job's content
is changed or the job eliminated) or cannot fully perform the duties of any other job classification,
he will be laid off and receive the severance allowance, (69)

In electing retirement because of physical disability, he could, under the terms
of a few agreements, receive both severance and retirement pay:

It is agreed that any employee 60 years of age or over who is forced to retire because of
physical disability shall receive severance pay . . .

It is further understood that such severance pay shall be given in addition to any money
received in accordance with the company's existing retirement policy. (70)

To prevent employee abuse of his right to elect to terminate because of physical
or mental disability, the employee may be required to submit proof:

An employee who is physically or mentally unable to perform his duties may resign and
receive the above termination pay provided he submits satisfactory evidence of such inability. In
the event the employer does not deem the evidence satisfactory, such question may be submitted
to grievance and arbitration . . . (71)

Exemptions From Severance Pay. At the same time that negotiators
listed conditions for granting compensation, they also set down their understand-
ing on the kinds of situations in which severance would be denied. Fully 70 per-
cent (264) of the 377 provisions that were studied listed one or more conditions
under which benefits would be withheld (table 5).

Two provisions, each of which offered alternatives to severance benefits,
were especially common: Those denying payment to workers who refused transfer
or recall (137) or to workers who were eligible for pensions (128).
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