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Preface

This bulletin concludes a series of studies prepared by the Bureau of
Labor Statistics describing the private pension plans of U.S. industry as a whole,
the first such undertaking since private pension plans became a significant feature
of the American economy and of employee welfare. The present study deals
primarily with the types and levels of benefits available for normal, disability;
and early retirement. Also covered are vesting provisions, supplementary pension
plans, and death benefits.

Vesting, early retirement, and portability provisions, and their implica-
tions for labor mobility were analyzed in Labor Mobility and Private Pension
Plans (BLS Bulletin 1407, 1964). A special study appearing in the volume of
research materials accompanying the June 1965 report of the Secretary of Labor
to the Congress, entitled '"The Older American Worker: Age Discrimination in
Employment,' included aggregate data on normal retirement benefit formulas,
involuntary retirement provisions, service crediting after normal retirement age,
and maximum participation age provisions.

The plans analyzed for this study were those in effect during the winter
1962~63. The changes in plans negotiated in major industries, particularly auto-
mobiles and basic steel, in 1964 and 1965, were of such an order as to modify
significantly much of the data presented in this study. In addition, important
changes in old-age, survivors, and disability insurance benefits were enacted in
1965, These changes could not be incorporated in this study. The expected
interaction and spread of these changes during the next few years is likely to
alter markedly the shape of the private pension system as a whole. This study,
then, serves as a benchmark against which these changes can be measured. The
digests of selected pension plans issued by the Bureau of Labor Statistics at
2- or 3-year intervals provide current information on the features of major plans.

That the Bureau of Labor Statistics had the financial resources to analyze
the private pension system as a whole, through this bulletin and the previous
reports mentioned above, was to a large extent fortuitous. The Manpower De-
velopment and Training Act of 1962 called upon the U.S. Department of Labor
to study the mobility implications of pension plans, and funds were advanced to
the Bureau of Labor Statistics, by the Department's Office of Manpower, Auto-
mation and Training, to undertake this study. The interest of the U.S. Depart-
ment of Health, Education, and Welfare in disability retirement provisions led to
its support of a comprehensive study by the Bureau of this feature of private
pension plans. Under section 715 of the Civil Rights Act of 1964, the Congress
directed the Secretary of Labor to study ''the factors which might tend to result
in discrimination in employment because of age,' and part of the funds allocated
by the Congress for this study supported the Bureau in its study of those ele-
ments in pension plans that contributed to the problems of aging workers. By
adding its own limited resources to those of other agencies interested in pension
plans, the Bureau was able to complete the picture in this bulletin.

The Bureau is also grateful for the cooperation of the Office of Labor-
Management and Welfare-Pension Reports, which is responsible for the Depart-
ment's file of pension plan documents.

This study was undertaken in the Bureau's Division of Industrial and Labor
Relations, Joseph W. Bloch, Chief, under the general direction of L. R. Linsen-
mayer, Assistant Commissioner, Office of Wages and Industrial Relations. This
bulletin was prepared by Walter W. Kolodrubetz, Donald J. Staats, and Stanley S.
Sacks under the supervision of Donald M. Landay.
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Private Pension Plan Benefits

Chapter 1. Introduction

A universal public retirement system cannot take into account all the im-
portant differences among workers, occupations, and industries. This is one
of the reasons a variety of methods of computing and providing retirement bene-
fits, has been developed in private pension plans that supplement the old-age,
survivors, and disability (hereafter referred to as social security) program.
An overwhelming number of private plans reflect, in their planning, the expecta-
tion that their beneficiaries will receive social security benefits.

A view of the private pension system as a whole reveals aspects not ap-
parent at closer quarter. As this study shows, the greater part of the retire-
ment income of most workers covered by private plans in effect during the early
1960's was to be paid by social security. Only for workers with high earnings
and long service did private plan benefit amounts commonly begin to approach
the expected social security payments. Overall, however, potential private
plan benefits in relation to preretirement earnings level exhibited one basic
characteristic of the social security system in favoring lower paid workers.
Accordingly, when public and private benefits were combined, this tendency
was accentuated. ’

Chapter 2 of this bulletin describes the major characteristics of normal
retirement provisions and levels of normal retirement benefits. Other aspects
of normal retirement dealt with in this chapter include requirements for plan
participation, benefit formulas and requirements for receipt of benefits.! Disa-
bility retirement provisions, including minimum age and service requirements
and other elements of the benefit provision, are analyzed in detail in chapter 3;
disability benefitamounts under certain assumed conditions were computed. Chap-
ter 4 includes benefits computations for hypothetical cases of early retirement.
Finally, chapter 5 summarizes data on the levels of vested benefits, provides an
overall view of the prevalence of major types of retirement benefits, and analyzes
supplemental plans and death benefits.

Scope and Method

A private pension plan, as defined for this study, is a plan established by
an employer, union, or both, that provides a cash income for life for qualified
retired workers. This definition included plans introduced unilaterally by em-
ployers, jointly by employers and employees, or unilaterally by organized em-
ployee groups. All profit-sharing, stock bonus, and savings plans, including
those paying out amounts at or after a worker's retirement, were excluded be-
cause most such plans do not provide lifetime retirement benefits and, further,

1 The implications of benefit formulas and of requirements for normal retirement for employment of older workers
are examined in The Older American Worker: Age Discrimination in Employment (Report of the Secretary of Labor
to the Congress under Section 715 of the Civil Rights Act of 1964), June 1965,

2 A previous study, Labor Mobility and Private Pension Plans (BLS Bulletin 1407, 1964), concentrated on the
vesting and early retirement provisions of pension plans,
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the amounts of the benefits payable by those that do are not definitely ascer-
tainable in advance.3® Plans of government and nonprofit organizations (other
than unions) were also excluded from the scope of this study, as were very small
private plans with fewer than 26 participants.

The chief source of data for this study was the reports filed with the
U.S. Department of Labor!s Office of Labor~-Management and Welfare-Pension
Reports, pursuant to the Welfare and Pension Plans Disclosure Act. By the
end of 1960, financial reports (D-2 forms) had been filed for over 25,000 private
plans providing retirement benefits. The plan descriptions (D=1 forms) and sup-
porting documents filed for these plans were the basis for this study.

To reduce these 25,000 reports to a more manageable number for analysis,
a random sample stratified by industry and size of plan (number of active work-
ers covered) was selected. The sample was designed to permit presentation of
data by industry division, and in some cases, by major industry group. Within
each industry-size grouping, the sample was selected to yield the most reliable
results. This was done by including in the sample a higher proportion of large
plans than of small., Data for each sample report were weighted in accordance
with its probability of selection so that the tables show estimates for all private
pension plans with financial reports on file for 1960.*

The pension plans studied were limited to those for which financial reports
were submitted for 1960. Coverage data, however, were obtained from the re-
ports for 1961. The plan provisions analyzed were those in effect in the winter
of 1962—63 and were considered current at that time. (See appendix A.)

Financial reports for about 16,000 private pension plans,® as defined for
this study, were filed with the U.S. Department of Labor for 1960. Over 60 per-
cent of the workers involved were members of plans applying to 5,000 work-
ers or more, Altogether, the 15 largest plans, each with over 100,000 active
workers, had over a sixth of the coverage. Over 60 percent of the plans had
fewer than 200 active members, but accounted for less than 5 percent of the
total coverage.

About 60 percent of the plans and workers were in manufacturing indus-
tries, approximately 40 percent in nonmanufacturing industries (table 1), In
general, multiemployer plans predominated in industries marked by multiem-
ployer bargaining patterns, such as the construction, mining, wholesale trade,
and motor transportation industries.

Employers financed the entire cost of retirement benefits in about 3 out of
4 plans and these noncontributory plans covered about the same proportion of
workers. The industrial pattern of financing reflected bargaining patterns; indus-
t(:ries wi;:h mostly negotiated plans had mostly noncontributory plans and vice versa
table 2).

3 Chiefly because of these exclusions, the numbers of plans and workers studied are not comparable to data on
"pension benefit plans" published by the Office of Labor-Management and Welfare-Pension Reports, or to estimates of
coverage published by the Social Security Administration.

4 About 30 percent fewer reports were included in this study than the number reported for the same pericd by
the Department's Office of Labor-Management and Welfare-Pension Reports. See footnote 3 for explanation.

5 Of the 16,031 private pension plans studied, covering 15.8 million active workers, 213 plans with 166,000 active
workers were in the process of determining their plans provisions. For these plans, little information other than size,
industry, financing, and type of worker covered, were available at the time of the study. Thus, the analysis of
pension plans and benefits provided under certain assumed conditions, relate only to 15,818 plans.
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Table 1. Distribution of Private Pension Plans by Industry and Type of Employer Unit, Winter 1962—63
{Workers in thouygands)
Type of employer unit
All plans
Industry Single employer Multiemployer
Number Workers! Plans Workers! Plans Workers!
All plans studied 1 215,818 215,621 14,890 11,742 928 3,878
Mining | 316 327 300 89 16 238
Contract construction eoeeoeeeceeoeeeoo - ! 449 1,072 60 23 389 1, 049
Manufacturing i 9, 257 9,678 8,995 8,426 262 1,252
Transportation i 673 1,286 549 : 516 124 770
Communications and public utilities .- 849 1,270 848 | 1,261 1 10
Wholesale and retail trade.. 1,627 920 1,540 | 572 87 348
Wholesale trade «..——_____. 1, 147 479 1,082 | 171 65 308
Retail trade 480 440 458 | 401 22 40
Finance, insurance, and real estate.... 1,853 733 1,840 719 13 15
Services 719 308 686 119 33 190

! Active workers in 1961.

? Includes industries for which data are not shown separately.

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

Table 2. Distribution of Private Pension Plans by Industry and Collective Bargaining Status, Winter 196263
(Workers in thousands)
Collective bargaining status
All plans Mentioned in a collective Not mventioned ?n.a
Industry b s s collective bargaining
argaining agreement
agreement
Number Workers! Plans Workers!' Plans Workers!
1

All plans studied 215,818 215,621 5,795 I 10,695 310,023 4,926
Mining 316 327 43 242 273 86
Contract construction caeeeecmmmmccmmmcmecnaee 449 1,072 384 908 65 164
Manuiacturing 9, 257 9,678 4,285 \ 6,821 4,972 2,857
Transportation 673 1,286 384 898 289 388
Communications and public utilities.. 849 1,270 314 1,042 538 228
Wholesale and retail trade ... 1,627 20 294 498 1,333 421
Wholesale trade . - 1,147 479 249 340 898 139
Retail trade 480 440 45 158 435 282
Finance, insurance, and real estate ... 1,853 733 22 78 1,831 656
Services 719 308 54 191 665 118

1
2

Active workers in 1961,

Includes industries for which data are not shown separately.

3 Includes 110 plané, covering 272,000 workers, which were union sponsored and operated.

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

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



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



Chapter II. Normal Retirement

Normal retirement provisions of private pension plans contain the basic
assurance of lifetime retirement benefits for eligible workers and constitute the
foundation on which other provisions are based. This chapter focuses on three
major elements of normal retirement provisions: (1) Minimum age and service
requirements for plan participation and receipt of benefits, (2) formulas used
to compute benefits, and (3) amount of benefits these formulas provide. The
normal retirement age is usually defined as the earliest age at which a worker
may retire at his own request and receive immediately the full (unreduced) bene-
fit payable for his credited service and earnings up to that time. Normal retire-
ment formulas comprise several elements, but the basic considerations in com-
puting benefits are credited service or earnings, or both, and the relationship
of plan benefits to social security benefits.

Requirements for Plan Participation

In many pension plans, participation of new employees is automatic—i.e.,
they become members when they complete a brief probationary period and achieve
regular full-time status, and, under contributory plans which allow an option,
when they agree to contribute, The majority of plans, however, specify either
an age requirement or a length-of-service requirement, or both; a condition
which may withhold pension coverage from a newly hired worker. Such partici-
pation requirements have been justified chiefly on grounds of administrative costs
and difficulties involved in covering young workers and new employees whose
tenure is uncertain., In most plans with participation requirements, however,
service before participation is not counted in determining an employee's eligibility
for a pension or in computing his pension benefit, or both; adoption of a partici-
pation requirement signifies something more than administrative convenience.

Almost 3 out of 5 plans (applying to 3 out of 10 workers) had participation
requirements ® (table 3). These requirements were common in single-employer
plans but rare in multiemployer plans. Few multiemployer plans had partici-
pation requirements,’ as compared to three-fifths of the single-employer plans.
Among the latter plans, however, most workers were in plans without partici-
pation requirements,

Participation requirements were more prevalent in contributory than in
noncontributory plans. Among single-employer plans, 4 out of 5 contributory
plans (with a comparable proportion of workers) had participation requirements,
as compared to slightly more than half of the noncontributory plans (with only a
fifth of the workers).

Chiefly reflecting the inclusion of multiemployer plans, only 3 out of 10 plans
mentioned in collective bargaining agreements had these requirements, as com-
pared to 3 out of 4 plans (typically contributory) not so mentioned. Among jointly-
financed plans, a group which excludes most multiemployer plans, about equal

6  Plan participation may be restricted to members of certain worker groups, e.g., those earning in excess of a
specified amount. Although these restrictions are not specifically covered in this analysis, their magnitude may be de-
rived from data in BLS Bulletin 1407, op. cit., p. 13. It shows, for example, that 860 plans covering about 735,000
workers were limited to workers earning in excess of a specified amount.

7 For details of participation requirements in multiemployer plans, see Multiemployer Pension Plans Under Col-

lective Bargaining, Spring 1960 (BLS Bulletin 1326, 1962).

5
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proportions of plans ''mentioned" and ''not mentioned" in collective bargaining
agreements had participation requirements.?

In manufacturing industries (where a few large multiemployer plans were
in effect) more than half of the plans had participation requirements, but they
covered less than a third of the workers (table 4). In the construction industry,
where multiemployer plans prevailed, few workers had to meet participation re-
quirements. In contrast, in the finance industry, where single-employer con-
tributory plans predominated, such provisions were found in almost 90 percent
of the plans with 60 percent of the workers. Similarly, among other nonmanu-
facturing industries, the incidence of multiemployer plans was a key factor.
Telephone company plans did not have participation requirements, but a large
proportion of plans in other public utilities did.

Age and Service Requirements for Participation. All but about 6 per-
cent of the plans with participation requirements had a minimum service re-
quirement and 3 out of 5 plans had a minimum age requirement (table 5). A
combination of minimum age and service was specified more frequently than an
age requirement or a service requirement alone. However, a higher proportion
of workers were in plans with only a service requirement than in plans with only
an age requirement, as shown below:

Percent
Provision Plans Workers
All plans with participation
requirements ~-------ceeceomcacoan 100.0 100.0
Age only ~---cecmcmem e 5.6 2.8
Service only =~-e-ccecccmccocmo 40.9 50.3
Age and service ~----ce-cemccaaoan 53.5 40.0

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

Service periods ranged from 1 to 5 years, the maximum participation require-
ment permissible to plans qualified? under the Internal Revenue Code (SS401(a)(3).
(See table 5.) Over a third of the plans with a fifth of the workers required
5 years of service, and a fifth of the plans with over two-fifths of the workers
required 1 year. Employment requirements of 2 or 3 years were found in over a
third of the plans. Minimum ages ranged from under 20 to 40, with 25 and
30 the most common requirements. The most common age and service com-
binations, measured in terms of numbers of covered workers, were age 25 with
1 year of service, and age 30 with 1, 3, and 5 years of service,.

8 Following the precise language of the act, the D-1 form asks this question: "Is the plan mentioned in a col-
lective bargaining agreement?" A 'no' answer can be presumed to be conclusive; that is, no part of the plan or its
coverage is subject to collective bargaining. A 'yes" answer would be indicated if part or all of the employees
covered by the plan were in the bargaining unit covered by the agreement, and the agreement "mentioned" the plan.
Although a doubt arises as to whether "mentioned" in the agreement is tantamount to bargaining on the plan, it can
reasonably be presumed that "mentioned" in the agreement brings the plan within the scope of collective bargaining,
at least with regard to continuing or changing the plan,

In this study, the collective bargaining coverage figures for single-employer plans covering all employees of the
company are overstated because they often include employees not covered by a collective bargaining agreement,
although the plan itself was subject to bargaining., Plans in the basic steel industry, for example, were negotiated
by the Steelworkers union for members of its bargaining units, but the same plans often covered all company em-
ployees, including professional, executive, sales, and other white-collar employees not represented by the union. On
the other hand, coverage under multiemployer plans will more precisely account for all workers in bargaining umits.

9 To qualify for special tax treatment, pension plans must not discriminate in favor of officers, stockholders,
supervisors, or highly paid individuals. For an analysis of these and other requirements, see for example, Dan M.
McGill, Fundamentals of Private Pemsions, Homewood, Ill., Richard D. Irwin, Inc., 1964.
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Crediting Preparticipation Service. Three-fourths of the plans withfPartic-
ipation requirements used length of plan membership rather than length of serv-
ice to compute benefits, i.e., preparticipation service was not counted (table 6).
This practice was nearly as prevalent among noncontributory as among con-
tributory plans, although the practice covered a much larger proportion of the
workers in contributory (88 percent) than in noncontributory plans (67 percent).

Counting preparticipation employment to qualify workers for retirement was
more common; over two-fifths of the plans with participation requirements with
one-third of the workers credited such service for eligibility. Over two-fifths
of the workers in noncontributory plans with participation requirements could
count such service compared to one-fourth of the workers in contributory plans.

Thus, of the 15.6 million workers covered by the plans in this study, 20 per-
cent belonged to plans in which they could lose benefits because they had to
work for a period of time that was not credited towards determining the amount
of their benefits. This loss is often significant. If, for example, 3 years of
preparticipation employment are not credited, the benefits of workers retiring
after 15 years of employment would be reduced by 20 percent. On the other
hand, 80 percent of the workers were in plans which gave credit for all em-
ployment (often subject to a maximum on number of years credited), in de-
termining eligibility for and computation of benefits.

Minimum Requirements for Normal Retirement

At the time of this survey (winter 1962—63), age 65 continued to be the
standard minimum requirement for normal retirement in all but a few private
plans (table 7).!® More than 10 percent of the workers, however, were in plans
providing normal retirement at age 60, chiefly telephone company plans and some
large multiemployer plans, such as the United Mine Workers of America Welfare
and Retirement Funds and the Central States, Southeast, and Southwest Areas
Pension Fund of the Teamsters (table 8).!!

The service requirements for normal retirement were about as liberal as
those needed to qualify for benefits under other plan provisions—vesting, early
retirement, and disability retirement, Half of the plans, with over two-fifths
of the workers, specified a minimum service period of either 10 (or 15) years.
Over a third of the plans, with slightly less than a third of the workers, re-
quired less than 10 years. A sixth of the workers were in plans that required
20 years of service to qualify; almost half of this group were in telephone com-
pany plans having a normal retirement age of 60.!? In other plans, normal retire-
ment before 65 also usually meant meeting a long service requirement.

Normal Retirement Benefit Formulas

The pension (benefit) a qualified worker will receive upon retirement is de-
termined by the benefit formula of the plan. The principal elements making up
the formula usually are years of credited service or earnings or both. The

10 A number of plans had a lower normal retirement age for women than men. These special provisions for
women are not treated in this study.

11 significant downward adjustments in normal retirement age resulted from some major negotiations in 1964
and 1965.

12 The telephone plans have since reduced the service requirement to 15 years for workers retiring at age 65.
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plan may distinguish between service accumulated before the plan was estab-
lished or amended (usually called '"past service') and service after that date
("current” or "future" service). Another element sometimes explicit in the plan
formula is the amount of social security benefits to which the worker is en-
titled. Finally, minimum and maximum limits may be set on benefits, either
directly (specified dollar limits) or indirectly (by minimum and maximum serv-
ice credits or by alternate formulas).

Types of Benefit Formulas. A wide variety of methods to compute retire-
ment benefits are found among the thousands of private pension plans analyzed.
Most formulas, however, can be classified into one of the following categories,
depending upon the variables involved: Benefits varying by both length of service
and earnings; benefits varying by length of service alone; benefits varying by
earnings alone; and uniform or flat benefits for specified service.

Earnings and service benefit formulas are the most common type used in
private plans.!® They are usually expressed as the product of three factors:
Earnings, credited service, and a percentage factor, e.g., a monthly benefit
equal to 1 percent of average monthly earnings times years of credited service.
The definition of earnings used to compute benefits involves both the scope of
earnings (e.g., whether overtime earnings are to be included, etc.) and the
period over which they are to be averaged. Two-thirds of the plans with formulas
based on earnings, covering half the workers, used career earnings, i.e., earn-
ings for all years of credited service (table 9). The remainder computed basic
benefits by using earnings of high or terminal years, usually the 5 or 10 highest
or the last 5 or 10 years. Under normal patterns of advancing career earnings
and a rising wage level, important advantages accrue to workers in plans using
the latter method, all other factors being equal, because their benefits will be
more closely related to preretirement earnings.

The definition of credited service usually involves the scope of the plan
(i. e., employee groups covered) and the treatment of premembership service,
layoffs, disability, leaves of absence, military service, and other elements. Each
plan defines credited service in its own way.

Percentage factors were found to concentrate in the range of 1 to 2 percent,
Many plans used ''step-rate'' formulas, under which a larger factor is applied to
earnings in excess of a specified amount (usually the maximum earnings con-
sidered in computing social security benefits at the time the plan was adopted
or amended) than to those below that amount. For example, a 2-percent factor
was often applied to earnings over $4,800 a year and 1 percent to those below.
Some .common step-rate formulas used percentage factors of 1.5 and 1 percent
and 0.75 and 0.5 percent. Another variation was to pay no benefit on the lower
portion of earnings and up to 1.5 percent on the upper.

The next most common type of formula related benefits solely to service by
multiplying a specified dollar amount by the number of years of credited service
{e.g., monthly pension equals $2.80 times years of credited service). At the
time of this study,!® the dollar amounts appeared to be concentrated between
$2 and $3 a month. As in other types of formulas, wide variation in the definition
of credited service existed. Many formulas of this type also limited credited

13 Apout 50 percent of the workers in this study were in plans whose basic formulas considered earnings and
service or earnings alone, and the remainder were in plans with uniform benefits or formulas based on service alone.

14 Sec. 401(a)(5) of the Internal Revenue Code sets this limit. It also prohibits the difference between the
percentages from exceeding 1.5 percent.

15 In the settlement negotiated in the Fall of 1964, the automobile and farm equipment industries increased
their benefits to $4.25 (formerly $2.80) a month for each year of service.

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



service (usually to 25 or 30 years) when computing benefits. Typically, these
formulas were used to determine benefits in negotiated plans and minimum bene-
fits in nonnegotiated plans.

Formulas providing a uniform percentage of earnings for all workers meet-
ing retirement requirements are now uncommon in private plans. Typically,
these formulas provide a pension equal to a specified percentage of the éarnings
over the last few years of employment, e.g., 25 percent of average monthly
earnings during the last 10 years.

Benefit formulas in which uniform amounts are provided for all workers
with the required service are virtually restricted to multiemployer plans, but
they are important there., Under these formulas, no further benefits accrue once
service requirements have been met; thus the benefit is both a minimum and a
maximum benefit, e.g., $50 for 20 years or more of credited service.

Minimum Benefit Formulas. Many private pension plans provide for a
minimum level of benefits, either through a separate minimum formula or through
the operation of the minimum service requirements in the basic formula. Minimum
formulas are usually based solely on service or specify a flat minimum pension
for those with a certain amount of credited service, which is often more than that
needed for the basic normal retirement benefit. When the basic formula is based
on both earnings and service, the minimum formula usually applies to lower in-
come workers; when the basic plan has a social security offset, the minimum
applies to nearly all short service workers, regardless of earnings. For ex-
ample, the benefit formulas in the basic steel industry provided the greater of
(1) 1 percent of average monthly earnings in the last 120 months of employment
times years of service, less $80 for social security, or (2) $2.60 times years
of service, The first formula applies only to higher paid workers and to those
with long service.'®

The second type of minimum—that stemming from the service require-
ments in the basic formula—denies benefits to workers who do not fulfill the
service requirements. These formulas include all formulas that stipulate a
minimum service period as qualification for benefits.

Past Service Benefit Formulas. Benefits based on past service formulas
are often less than those based on current or future service formulas, chiefly
because the employer had no stated obligation and thus had made no contribu-
tions as the benefits accrued. The past service obligation, therefore, typically
results in the accumnulation of an accrued liability which, in many cases, appears
large relative to the plan's resources. Nevertheless, most plans granted full or
partial credit for such service; only rarely was no credit granted.

Multiemployer plans almost always granted the same benefit for each year
of past service as for each year of current service. In single-employer plans,
however, past service benefit formulas were frequently based on different factors
and provided smaller benefits for equivalent service and earnings than the current
service formulas. For example, a plan may provide a worker with a benefit of
$2 a month for each year of credited service before the date of the establishment
of the plan, and $2.50 a month for each year thereafter. Because private plans
are relatively new, it is probable that the majority of workers retiring from
single-employer plans in the next decade will receive benefits determined, at
least in part, by lower past service formulas.

In addition, many plans utilize different percentage factors or, occasionally,
a different formula for service after establishment of the plan but before the

16 More specifically, the first formula applies to workers with 30 years of service and average monthly earnings
over $527, to those with 20 years and earnings over $660, and to those with 10 years and earnings over $1,060,
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effective date of an increase in benefit levels, i.e., for "intermediate service."
As earnings levels rise and plan benefits are liberalized, these interim formulas
usually yield lower benefits than current service formulas. Although, as far as
existing plans are concerned, the effects of past service formulas will diminish
in importance or disappear in the future, the intermediate service benefits will
probably be a significant factor as long as plans are subject to amendment.

Adjustment of Private Plan Benefits to Social Security Benefits. Benefits
paid under the social security program may be directly included in the normal
retirement formula by the following methods:

Under the offset method, the plan provides that all or part of the
employee's social security benefit is to be deducted from the amount com-
puted according to the benefit formula of the private plan. Usually the
wife's benefit is ignored and only the primary social security benefit re-
ceived by the worker is considered. Under this method of integration,
improvements in social security benefits are withheld, at least partly,
from the pensioner unless the size of the offset remains fixed, as in the
Steelworkers plans. The offset method is gradually being eliminated or,
as in the steel and communications industries, attenuated so as to make
it less disadvantageous to prospective retirees. !’

Under the step-rate method, the benefit formula provides higher
benefits for earnings above a specified amount. This amount is usually
equal to the maximum earnings used to compute social security benefits
at the time the formula was adopted. In some plans, no plan benefits were
payable on earnings below the specified amount. This method of integration
attempts to equalize the ratio of total retirement benefits (private plan plus
social security) to preretirement earnings for lower and higher paid workers
without appearing, as the offset plans do, to withhold something from the
pensioner. The relative advantage of this formula for higher paid workers
diminishes as has happened in some step-rate plans; the lowest earnings
to which the higher percentage factor applies are not increased when the
social security taxable wage base is increased.

Level of Benefits

Normal retirement benefit formulas applicable to current and future service
readily permit the computation of the amount of money promised by private plans
to workers at any given earnings and service level. The combined private and
public promise can be computed by adding to private plan benefits the primary
social security benefit due qualified retirees at assumed earnings levels under
current laws. Such computations do not reveal benefit amounts that individual
workers would receive on retirement. They are modified to the extent that private
plans determine retirement benefits partly on the basis of past and intermediate
service formulas, that plans have not been in existence long enough for any worker
to accumulate long years of service, and that public benefit amounts, likewise,
fall short of the assumed figures.'® Moreover, with changes expected in both
public and private plans in the future, no one can prophesy what benefit formulas
may be applied 10, 20, or 30 years from now. However, the computed figures
with which this study deals are, in other contexts, meaningful.

Y7 In the Steelworkers plans, the offset has been a fixed amount since 1954, when it was $85 a month. It was
reduced to $80 a month in 1960 when all benefits were increased by $5 a month. In August 1966, the $80-social
security offset will be reduced to $60. In 1962-63, in the communications industry, it was reduced from one-half
of social security benefits to one-third.

8 Because the social security benefit computation is usually based on average covered earnings since 1951, ex-
cluding those in the 5 years of lowest earnings, few workers currently qualify for the maximum primary monthly benefit.
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Under uniform assumptions, all plans are placed for comparison on a com-
mon footing, so that with respect to benefits, prevailing differentials and central
tendencies are revealed. The computed benefits provide benchmarks against which
change can be measured. In practical terms, they represent the promise to
newly hired workers of retirement income of the same nature as other long-term
employment promises subject to change (career ladders, 4 weeks' vacation after
20 years of service, and others),

Assumptions. The following conditions and qualifications were assumed
in computing hypothetical current service benefit amounts for each plan:

1. The worker will retire at age 65.!7

2. Benefits are computed for annual earnings levels of $3,600,
$4,800, $6,000, and $8,400, at service intervals of 10, 15, 20, 25, and
30 years.?® Since these earnings levels are used both in formulas based
on average career earnings and formulas based on average terminal earn-
ings (such as the average of the last 10 years), what may be an important
difference between plans using benefit formulas based on earnings is not
taken into account. 2!

3. Current primary social security benefits will be received by each
retiree. These were $105 a month for average earnings of $3,600 and
$127 a month for average earnings of $4,800 or more in 1962—63.

4, Medians, quartiles, and deciles are based on the array of work-
ers rather than plans, because of the large size differences among plans.

Slightly less than 3 out of 5 workers are in plans in which they could
qualify for normal retirement at age 65 with 10 years of service. Com-
putation of average benefits at the 10-year service level thus would exclude
a sizable number of plans and workers. Approximately 8 out of 10 work-
ers are in plans in which they could qualify with 15 years of service;
virtually all could qualify with 20, 25, and 30 years of service.

Cumulative percent

Service to qualify for normal

retirement benefit Plans Workers
All plans studied «-~-----cccceraocnan 100.0 100.0
10 years or less m=-=ccecmccmccccaaa 65.3 56.6
15 years or less =w-wmececccomccccccaan 93.4 77. 8
20 years or less =-=--e—cemcmcnacaaaoo 97. 7 95.6
25 years or less —e-ccnecmmcmn e 99.0 99. 4
30 years or less —---cemcccmmncncaan 99.0 99.5

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

Although benefit levels could be computed for all earnings levels, the pos-
sibility of workers averaging $8,400 a year, or even $6,000, under some plans
was remote. Since suchplans often provided benefits that were, in relation to those

19 A number of plans, covering approximately 100,000 workers, had a later normal retirement age, These plans,
however, have been included in the computations, using their normal retirement formula,

20 Current service as used in this study refers to the period of continuous employment, Thus, if a plan had a
participation requirement of 3 years' employment for which credit was not given, benefits were computed for 7, 12,
17, 22, and 27 years of plan membership.

21 This distinction may mean a difference of as much as 30 percent in monthly pensions, where benefits were
based on earnings and service. Of course, the influence on benefit levels would be least for 10 years of service
and greatest for 30 years of service, The distinction would be reduced to the extent that career average plans used
an average of earnings in the post-war period or a similar cutoff period instead of an average of all years,
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salaries, unusually small and since such plans could not be eliminated, a certair
degree of underestimation of benefits at the higher wage levels was inevitable,

All Plans. Although most pension plans recognize the principle that longer
service merits a larger pension, and many recognize that higher pay merits a
higher pension, the great variation among plans in the application of these prin-
ciples tends to obscure these relationships among all plans combined.? The
wide range in benefit amounts for given service and earnings levels, as shown
in tables 10 to 14 and in charts 1 to 4 has a characteristic similar to that of
the Nation's compensation structure revealed by occupational wage studies, More-
over, just as the range of wage rates tends to widen towards the upper end of
the skill or wage ladder, so does the range of pension benefits widen with longer
service and higher pay.

Nevertheless, on the average, pension benefits increase with years of
service and with pay levels (chart 5). For example, median monthly benefits
for 20 years of service (the shortest service level at which nearly all workers
would qualify for benefits) rose from $52 at the $3,600 level to $76 at the $8,400
level. Similarly, for workers earning $4,800 a year, median monthly benefits
increased from $54 for 20 years of service to $78 for 30 years. Median amounts
for other earnings levels and service periods are shown below, along with the
range of benefits provided to the middle 50 percent of the workers {interquartile
range). The median represents the mid-point of the worker distribution.

Annual earnings

$3,600 $4,800 $6, 000 $8,400
Inter- Inter- Inter- Inter-
quartile quartile quartile quartile

Service periods (years) Median range Median range Median range Median range
10} e $25 $20-%$30 $28  $23-$40 $35 $25-$53 $50 $28-$90
15! 39 30- 46 42 34- 60 50 38- 76 70 39-125
20 ———— 52 43- 63 54 48- 80 60 50-100 76 52-155
25 mcmcmemccen e e 63 50- 75 68 50~ 99 72 61-125 111 63-194
30 cmcmmcmmmmm—c—m e 75 57-90 78  56-115 86 70-150 130  75-231

1 Excludes a substantial number of workers in plans with higher service requirements,

The private pension system as a whole—like the social security system—
appears to favor low-wage workers, largely because of the greater coverage of
plans that relate benefits to service alone and because of the flat benefit plans,
which more than counterbalance plans with step-rate formulas. For example,
the 15-percent differential in the median benefits for the $3,600- and $6,000-a-
year worker with 20 years of service stands in sharp contrast to the 67-percent
difference in their earnings.

There is, however, a closer correlation between service and benefits. The
difference between 20 and 30 years of service (50 percent) may be compared
with differentials of from 40 to 45 percent up to $6,000 and 71 percent at the
$8,400 level. 2 This relationship is more clearly illustrated by reducing median
benefit amounts to their monthly equivalents for each year of service,?* as shown

22 For some of the discussions relating to pemsion theory and philosophy, see McGill, op. cit.

23 The 10- and 15-year levels cannot be compared with the longer service periods in this manner because of the
substantial number of plans under which workers cannot qualify at these lower service levels.

24 perived by dividing a monthly benefit by the years of service used to compute it. Benefits were related
thus, to total service and, where credited service was less than the period of employment, monthly equivalents would
be smaller than if based on plan membership alone.
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in the tabulation below. The influence of plans providing flat amounts for speci-
fied service and plans with a maximum limit on service credits (e.g., 25 years)
accounts for the overall decline of monthly equivalent benefits per year of service

as service increased.
Annual earnings

Service periods (years) $3,600 $4,800 $6,000 8,400

10! $2.50 g2,80 $3.50 $5.00
151 2,60 2,80 3,33 4.66
20 260 2.7 3,00 23.80
25 2,52 2,72 2.8 4.4
30 2.50 2.60 2,8  4.33

! Excludes a substantial number of workers in plans with higher
qualifying service requirements.

2 The sharp decline as compared to the 15~year level is accounted
for by some large plans providing uniform benefits for workers with
20 years or more of service.

The formulas used in computing benefits had, of course, different effects
on the benefit distributions and computed medians. Formulas based on both
earnings and service pushed median levels upward as earnings and service in-
creased, while formulas based on service alone caused them to rise as service
increased, but had the opposite effect as earnings increased, Uniform benefit
formulas tended to raise median benefits at the lower levels of service and earn-
ings, but depressed them as earnings and service increased.

Modifying provisions in normal retirement formulas also affect the range
of benefits and average levels. A minimum benefit provision, usually based
on service, creates a floor below which the benefit cannot fall. In the aggre-
gate, such provisions pushed medians upward at the lower earnings levels and,
in plans with flat benefits and offset formulas, at shorter service periods, On
the other hand, flat benefits, maximum service credits, and maximum pension
benefits (seldom applicable under the assumptions of this study) set benefit
ceilings that tended to hold down medians at the higher earnings levels and longer
service periods.,

Combined Benefits. Except for long service workers with high earnings,
primary social security benefits of $105 at the $3,600-a-year earnings level
and $127 at the $4,800 level and above greatly exceeded median private plan
benefits., As shown below, 70 percent of the median combined benefit of $181
for the $4,800-a-year worker with 20 years of service was accounted for by
social security.

Annual earnings

Service periods (years) $3,600 $4,800 $6,000 $8,400

10! $130 $155 $162 $177
15! 144 169 177 197
20 157 181 187 203
25 168 195 199 238
30 180 205 213 257

! Excludes a substantial number of workers in plans with higher
qualifying service requirements.

Since the social security payment represents a larger proportion of pre-
retirement earnings for workers with low earnings than for those with high earn-
ings and since private plans also tended in the same direction, lower paid work-
ers clearly received a larger total benefit in relation to previous earnings than
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higher paid workers. For example, at an assumed earnings level of $3,600
with 30 years of service, about 9 out of 10 workers would be eligible for a com-
bined benefit of at least half their preretirement earnings, whereas at $8,400 a
year, only about 3 out of 10 would secure that ratio or more. The proportions
at the other earnings and service levels are shown below:

Annual earnings

$3,600 $4,800 $6,000 $8,400

Service periods (years) Percent
10 do e 7.1 3.1 1.3 0.7
150 e 30.1 15,0 5.2 1,5
7+ S, 74.5 28,5 14,2 6.8
25 comcmemmcecmem———— 84,0 41,5 26.3 16.9
30 —cmeecmmemecm—e—nmne 90. 6 62,7 34,9 28.3

1 Excludes a substantial number of workers in plans with
higher qualifying service requirements,

The median plan benefit for the $3,600-a-year worker with 20 years of
service would be only a sixth of his assumed previous earnings, but with the
addition of primary social security, the combined benefit would amount to slightly
more than half of preretirement earnings.?® However, the median plan benefit
for the $8,400-a-year worker with the same amount of service was about a ninth
of his earnings, while his combined benefit amounted to less than a third of pre-
retirement earnings. This tendency as shown below was consistent among other
earnings levels.

Annual earnings and selected service periods

$3, 600 $4, 800 $6, 000 $8, 400
Item 20 years 30 years 20 years 30 years 20 years 30 years 20 years 30 years
Including primary social
security benefit:
Monthly amount ----  $157 $180 $181 $205 $187 $213 $203 $257
Percent of earnings --  52.3 60.0 45,2 5§1.2 37.4 42.6 29.0 36.7
Excluding primary social
security benefit:
Monthly amount ---- $52 $75 $54 $78 $60 $86 $76 $130
Percent of earnings -- 17.3 25.0 13.5 19,5 12.0 17.2 10.9 18.6

Method of Financing. Contributory plans provided, on the whole, higher
pensions than noncontributory plans, reflecting, for the most part, worker pay-
ments towards benefit costs. In addition, since benefit formulas (and employee
contributions) in contributory plans were usually geared to earnings, the dif-
ferential between contributory and noncontributory plan benefits was greatest at
the higher earnings levels. Furthermore, there was a wider dispersion of bene-
fits at each earnings level in contributory than noncontributory plans, especially
at the higher earnings levels.

Median monthly benefits in contributory plans ranged from $27 for the
$3,600-a-year worker with 10 years of service to $267 for the $8,400 worker

% Primary social security benefits, under the assumed conditions, represented 35 percent of annual earnings of
$3,600, 31.75 percent of $4,800, 25.40 percent of $6,000, and 18.14 percent of $8,400.
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with 30 years of service. In contrast, median benefits in noncontributory plans
ranged from $25 to $ 109 a month, revealing smaller differences in benefits be-
tween earnings levels than in contributory plans.

Service periods (years)

Annual earnings and 1 1

method of financing 10 15 20 25 30
$3, 600:
Noncontributory --=- $25 $39 $52 $63 $75
Contributory ~===«-- 27 42 54 70 84
$4, 800:
Noncontributory =--- 28 39 52 65 75
Contributory -~===-~ 37 60 76 98 119
$6, 000:
Noncontributory ~=-- 28 42 53 65 84
Contributory =------ 52 84 108 130 157
$8, 400:
Noncontributory -=w-- 34 42 70 95 109
Contributory ~-----~- 91 130 175 221 267

1 Excludes a substantial number of workers in plans with higher quali-
fying requirements.

When primary social security benefits were taken into account, the dif-
ferences between benefits expressed as a percent of preretirement earnings were
not as great because social security added a sizable uniform amount to private
plan benefits. For both contributory and noncontributory plans at all service
levels, the ratio of average retirement income to preretirement earnings de-
clined at higher earmnings levels.

Annual earnings

$3,600 $4,800 $6,000 $8,400
Method of financing

and service periods Percent
Noncontributory:
10 years ----ec--e- 43.0 38.5 31.0 23.0
15 years -w----c-e- 47.7 41,5 33,6 24,1
20 years ----ca--eo 52.0 44. 5 36.0 28.0
25 years -----cmmaw 56.0 47.8 38.4 31.6
30 years ~---ce-eu- 59.7 50.5 42,2 33.7
Contributory:
10 years -----cmeu- 43,7 40,8 35.8 31.0
15 years --------ue 49,0 46. 5 42.0 36.6
20 years =-----en-n 53.0 50.5 46,2 43.0
25 years ---------o 58.0 56.0 51.2 49,6
30 years --e-c-w--- 62,3 61.2 56.6 58.1

Type of Employer Unit. Single-employer plans generally provided larger
benefits than multiemployer plans, especially at the higher earnings levels. This
was chiefly due to three factors: (1) The extensive use by multiemployer plans
of flat benefits and of benefits varying by service alone, which provide substantial
benefits relative to earnings for workers at lower earnings levels; (2) the ex-
tensive use by single-employer plans of earnings-related benefit formulas which
produce larger benefits for workers with above-average earnings; and (3) the
prevalence of employee contributions in single-employer plans and their absence
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from multiemployer plans. The median benefit in multiemployer plans for the
worker with 20 years of service was $50 at both the $4,800 and $8,400 earn-
ings levels. In single-employer plans, however, the benefit at the § 8,400 level
was nearly twice that at the $4,800 level. As shown below, noncontributory
single-employer plans and multiemployer plans had about the same median bene-
fit for workers with $4, 800 earnings and 20 years of service; $52 and $50, re-
spectively. Differences between median benefits in contributory and noncontribu-
tory single-employer plans were far greater.

Median monthly benefits

Assumed.service periods, annual

earnings levels, and method of financing Single employer Multiemployer
20 years of service:
$4,800---~---c--cmmemm oo eceneo $56 $50
Noncontributory 52 50
Contributory =----=---c~-c-=cemc-ue 79 (1)
$8,400 —---crecccm e 105 50
Noncontributory 75 51
Contributory -=------—---cocooc-—- 176 (H
30 years of service:
$4, 800 R e L TR L PR 84 63
Noncontributory =---=--==-e-meee=- 76 65
Contributory «-=--c-cvecemeeccnmna 120 (1)
$8,400 --------oo 163 65
Noncountributory =----------ccm-—uu 145 65
Contributory =~------ccoeommeaeane 267 (1)

1 Number of workers not sufficient for selection of median.

Collective Bargaining. Nonbargained plans provided significantly higher
retirement benefits than bargained plans, largely due to the heavy concentration
of single-employer contributory plans, typically with benefits based on earnings.
For example, in nonbargained plans, the median monthly benefit for 20 years
of service for workers at the $4,800 level was $68 compared with $52 in plans
under collective bargaining. As expected, the relative as well as absolute dif-
ference in the median benefits of bargained and nonbargained plans was greater
at the $8,400 level. Noncontributory plans under collective bargaining had slightly
lower median benefits than noncontributory nonbargained plans at the $4, 800 level,
but at the $ 8,400 level, the difference was substantial.

Median monthly benefits

Mentioned in a Not mentioned in
Assumed service periods, annual collective bar- a collective bar-
earnings levels, and method of financing gaining agreement gaining agreement

20 years of service:

$4, 800 -------- - $52 $68
Noncontributory «---=-==--=--couu 51 58
Contributory =-=---ccmeccceceaaa 65 85
$8,400 =-c-cmomcmmemcmecmacme—e 60 150
Noncontributory --------------cue 58 138
Contributory ~------=-==meecoacue 172 181
30 years of service:
$4,800 ~-ocmmmeceeemm e eeeaeea 75 101
Noncontributory «------=c-cccc-u- 74 89
Contributory =----e--cc-ccccmean 102 126
$8,400 ~-----moommcmom e 100 225
Noncontributory «-----=-===cnc--o 84 203
Contl‘ibutory -------------------- 265 273

Large collectively bargained plans, such as those in the auto and steel
industries and the telephone company, had a substantial effect on overall plan
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levels. At the time of this study, plans following the Steelworkers pattern (which
included approximately a million workers) provided a monthly benefit of $52 for
a worker earning $4,800 with 20 years of service. For the same earnipgs and
service, Automobile Workers plans (also covering about a million workers) pro-
vided a benefit of $56 and telephone company plans (covering approximately
900, 000 workers), a benefit of $51. The unusual benefit amount at the $ 3,600
level (and 20 years' service) under telephone company plans reflects the effect
of the social security offset.

Illustrative monthly private plan pensions for selected pattern plans ! at annual earnings of—

$3, 600 $4, 800 $6, 000 $8,400
Current serv-
ice periods Tele~ Tele- Tele- Tele~
(years) Steel Auto phone Steel Auto phone Steel Auto phone Steel Auto phone
10 wmmmmmean - $28 - - $28 - - $28 - - $28 -
15 —eum- m——w  $39 42 - $39 42 - $39 42 - $39 42 -
20 —cmommme 52 56 $63 52 56 $51 52 56 $51 60 56 $76
25 cmenmanna 65 70 63 65 70 51 65 70 61 95 70 111
30 —scmeennn 78 84 68 78 84 56 78 84 86 130 84 146

1 Normal retirement formulas for current and future service at the time of this study (winter 1962-63)
for steel, auto, and telephone plans were as follows:

Steel—1 percent of average monthly earnings during 120 months immediately preceding retirement
times years of service, less $80 for primary social security benefit. Minimum: $2.60 times years of
service,

Auto—$2. 80 times years of service.

Telephone—1 percent of average monthly earnings during 5 consecutive years of highest earnings
times years of service, less one-half primary social security benefit when eligible. Minimum-—prior to
age 65 with less than 30 years' service at date of retirement—$115; at age 65 with 30 but less than
40 years' service at date of retirement—$120; at age 65 with 40 or more years' service at date of
retirement._$125; less one-half primary social security benefit when eligible.

Type of Worker Covered. Salaried workers could generally look forward
to higher payments from private pension plans than production workers with the
same service and earnings. This was mainly because salaried workers often
contributed toward their pensions (usually based on earnings and service), while
production workers and workers in plans covering both production and salaried
workers were more likely to be in noncontributory plans that based pensions on
service alone. At the $4,800 level, for example, plans covering salaried work-
ers only provided a median monthly benefit of $64 for 20 years of service while
plans covering production workers only (mainly multiemployer plans) provided
$50 and those covering both salaried and production workers provided $60.

Median monthly private plan pension
for workers with 20 years of service
and annual earnings of—

Type of worker

covered $4, 800 $8,400
Salaried and production -- $60 $139
Production only -----~--~ 50 55
Salaried only --~--~=-=-~ 64 147
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Even if the comparison is limited to noncontributory plans, plans that in-.
cluded salaried workers generally provide larger benefits—especially at higher
earnings levels—than those that were confined to production workers only.

Selected annual earnings
and service periods

$4, 800 $8, 400

Method of financing and
type of worker covered 20years 30years 20years 30years

Noncontributory:
Salaried and production --  $51 $77 $76 $146
Production only --------- S0 73 55 75
Salaried only ~---------- 58 89 140 207
Contributory:
Salaried and production -- 78 119 175 267
Production only -----=~-- (y H H h
Salaried only ----~------ 93 141 198 297

! Number of workers not sufficient for selection of median,

Industry. Normal retirement benefit levels varied widely among indus-
tries as a result of substantial differences in the prevalence of employee con-
tributions and multiemployer plans. The benefit levels also reflected the influence
of the types of formulas used to compute benefits and the pattern bargaining in
certain industries.

Lowest benefits were provided in industries marked by noncontributory
multiemployer plans covering blue-collar workers, whose pensions were most
frequently based on flat-benefit formulas. In the construction industry, for ex-
ample, the median benefit for the $4, 800-a-year worker with 20 years of service
was $40 a month, Similarly, in the service industries it was $50 a month.

Selected annual earnings
and service periods

$4, 800 $8,400
Industry 20 years 30 years 20 years 30 years
All industries! ~-eeemomcae - $54 $78 $76 $130
Mining ---~=-m-cmomecacoeeo 75 75 75 75
Contract construction --+------- 40 60 40 56
Manufacturing ~-v--o-~-cacean- 52 78 75 130
Transportation -=--===vmeceawa- 72 90 80 100
Communications and public
utilities ~---mecc-cmcccmoaaao 51 56 76 146
Wholesale and retail trade ----- 60 90 93 146
Wholesale trade --~«-=ve-au- 62 80 67 98
Retail trade ---=- —————————— 60 98 140 188
Finance, insurance, and
real estate ~--cew~oa- ———————— 96 150 210 313
Services ----- e memem e ————— 50 75 52 75

1 Includes industries for which data are not shown separately.

Because of the predominance of benefit formulas based on service alone,
median benefits in both these industries showed a typical increase as more serv-
ice was accumulated, but not as earnings increased. One large contributory plan
in the electrical construction industry with a $ 30 benefit for 20 years of service
($50 for 30 years or more) exerted substantial influence on the median and if
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this plan were excluded, the median benefits for all plans in the industry would
be close to that shown for noncontributory plans in the following tabulation.

Median monthly private plan pensions by method
of financing at selected annual earnings
and service periods of—

Noncontributory Contributory
$4, 800 $8, 400 $4, 800 $8, 400
Industry 20 years 30years 20years 30years 20years 30years 20years 30years
1
All industries” ---=------ $54 $78 $76 $130 $78 $98 $175 $267
Mining  --w----eemonoaan 75 75 75 75 2) (?) (2) (2
Contract construction ---- 52 65 52 65 (2) (2) (2) ©)
Manufacturing ~--------~- 51 75 60 100 73 116 175 267
Transportation ~---------- 72 %0 75 90 89 138 179 268
Communications and .
public utilities --------- 38 56 76 146 92 140 209 312
Wholesale and retail
trade --c-ccecmeno oo 60 86 70 105 67 106 140 213
Wholesale trade ------- 54 78 67 98 80 125 140 210
Retail trade ------ao-- 60 90 146 175 64 102 135 213
Finance, insurance, and
real estate ----w-------- 95 136 200 291 100 153 220 330
Services ----w--mmeooanan 36 45 36 45 120 140 140 210

1 Includes industries for which data are not shown separately.
2 Number of workers not sufficient for selection of median.

Noncontributory benefits in the service industries were considerably lower
than those in any other industry, but because of the contributory plans in the
amusement industries, median benefits for the industry group as a whole were
comparable to those in other industries.

In contrast to the relatively low benefit levels in the construction and serv-
ice industries, high median benefits at the $4,800 level were provided in the
mining and transportation industries, where multiemployer plans are also pre-
dominant. The United Mine Workers plans, which provided a monthly pension
of $75% for 20 years or more of service, accounted for the relatively high
benefits in mining. In the transportation industry, median benefits were strongly
influenced by the Western Conference of Teamsters plan, which provided about
$72 a month and the Central States Teamsters plan which provided a benefit av-
eraging about $ 122 a month. &7 As was typical for other industries, contributory
plans in the transportation industry (mostly in the railroad industry) provided
substantially higher benefits than noncontributory plans, especially at higher
earning levels.

26 Recently revised in the bituminous plan to provide $100 a month.

7 Benefit amounts for workers retiring under the Central States Teamsters plan varied with the weekly contribution
rate. The amount most commonly contributed by employers was $6 a week for each worker (winter 1962-63). At
this rate, a worker retiring at age 60 would receive $200 a month for the first 60 months of retirement and $90 a
month thereafter or, given a life expectancy of about 17 years at age 60, an average benefit of $122 a month. The
Western Conference of Teamsters provided monthly benefits of 1. 76 percent of total contributions made on the work-
er's behalf, up to a maximum of $82.50 times the quota rating. The quota rating was $1 for a worker in whose
behalf the contribution rate was 10 cents an hour for 125 hours a month from May 1, 1955, to retirement date. For
the purposes of this study, computations were based on the assumption of 2,080 hours during each year, using the above
contribution rate, quota rating, and maximum benefit.
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In public utilities, the median benefit was heavily influenced by the noncon-
tributory telephone company plans, which covered about 5 out of 8 workers in
the industry. For example, the median benefit for the $4, 800-a-year worker with
20 years of service was $51 a month. The noncontributory plans in other public
utilities provided benefits comparable to the telephone company plans at the same
earnings and service levels. However, about a third of the workers in other
public utilities were in contributory plans that had significantly higher benefits
than those provided by the noncontributory plans—$ 92 for 20 years of service at
the $4, 800 level and more than double that amount at the $8, 400 level.

The largest monthly benefits were provided in the finance, insurance,
and real estate industry due to both the greater prevalence of contributory plans
and the unusually high level of benefits provided by noncontributory plans with
earnings-based formulas; benefits ranged from $100 to over $325 a month and
covered about 40 percent of the workers in this industry.

Benefit levels in retail trade were generally higher than those in whole-
sale trade (as well as those in many other industries) because the former were
typically contributory plans while the latter usually were noncontributory multi-
employer plans with service or flat benefit formulas.

Benefit levels varied widely among manufacturing industries, as shown below.
Median monthly private plan pensions

for workers with 20 years of service
and annual earnings of—

Industry $4, 800 $8, 400

Durable goods: !
Stone, clay, and glass

products ----w--a--- $45 $55
Primary metals ------ 52 60
Machinery ~------==-- 56 56
Electrical equipment -- 54 112
Transportation
equipment:
Motor vehicles ---- 56 56
Aircraft -------a-- 50 130
Nondurable goods:!
Food -----ooooonoen 73 92
Tobacco ~w=-=-me—me- 96 175
Apparel --w-woomoomee 50 50
Printing ------------- 50 111
Chemicals ---------- 76 154
Petroleum ----e--ecee 100 222
Rubber ----cveccmean 50 76

1 Includes industries for which data are not shown separately.

The relatively high benefits in the food, tobacco, chemicals, and petroleum in-
dustries largely reflect the prevalence of employee contributions and benefit
formulas based on earnings. For example, about three-fourths of the workers
in the petroleum industry plans were in contributory plans with liberal earnings-
based formulas, which provided median monthly benefits of $100 and $222 for
the $4,800 and $8,400 levels. Median benefits at the $4,800 earnings levelin
the remaining industries were closely clustered, reflecting the influence of non-
contributory plans and minimum benefit provisions, while at the $8,400 level,
more variation was evident, largely due to the influence of earnings-based for-
mulas as well as minimum benefits based on service.
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An analysis of some of these industries revealed the influence of dominant
pattern plans. In the motor vehicles and the machinery industries, dominated
by plans negotiated by the Automobile Workers, the median benefits for 20 years
of service at both earnings levels shown was $56—the benefit provided for
20 years of service regardless of earnings. In the apparel industry, the median
benefit of $ 50 resulted from plans negotiated by the Clothing Workers and Ladies'
Garment Workers! unions.

In the rubber products industry, the Rubber Workers plans usually had a
pension benefit based solely on length of service, but because of alternative
percent-of-earnings formulas which operated only at the higher earnings levels,
median benefits rose from $50 for workers at lower levels to $76 at the $8,400
level. Similarly, in the primary metals industry, the difference between the
median benefits of $52 and $60 at the $4,800 and $8,400 levels, respectively,
resulted from the application of the alternative benefit formulas in plans negotiated
by the Steelworkers.

The remaining industries were similarly distinguished by noncontributory
plans providing uniform benefits (printing) and plans basing benefits on service
alone at the lower earnings levels (stone, clay, and glass products) and the more
liberal contributory plans basing benefits on earnings as well as service at the
higher earnings levels (electrical machinery).
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Chart 2. Pension Benefits for Workers Earning $4,800 Annually With 20 and 30 Years of Service
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Chart 3. Pension Benefits for Workers Earning $6,000 Annually With 20 and 30 Years of Service
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Chart 4. Pension Benefits for Workers Earning $8,400 Annually With 20 and 30 Years of Service

Monthly benefit

Note: This chart shows the number of workers belonging to pension plans providing the normal retirement benefit amounts indicated for 20 and 30 years of service. It does not show the actuat number of workers
at the different service and benefit levels. The data are based on the normal retirement benefit formulas in effect 1n the winter of 1962-63 found in a study of 15,818 private pension plans covering

15.6 million active workers n 1961
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Chart 5. Monthly Normal Retirement Benefits,' by Selected Assumed
Annual Earnings Levels and Service Periods, Winter 1962-63"
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Based on a study of 15,818 private pension plans covering 15.6 million active workers in 1961.
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Table 3. Provisions for Participation Requirements in Private Pension Plans by Type of Empioyer Unit,
Method of Financing, and Collective Bargaining Status, Winter 1962-63

__{Workers in thousands)

' With participation Without participation
Item L o All plans N requixjements reguirements
i Number | Workers' Plans . Workers' Plans l Workers'
i i
All plans studied 1 15,818 | 15,621 | 9,129 ! 4,460 6,089 11,161
f T
i
Single employer f 14,890 1,742 ! 9,100 ! 4,329 5,790 7,414
Noncontributory —ooeomm e oo ‘ 10,657 ! 8,455 : 5,693 i 1,777 4,964 ; 6,678
Mentioned in a collective | ! ; :
bargaining agreement —eoe-—--o- | 3,933 i 5,666 - 802 i 569 3,131 5, 099
Not mentioned in a collective | 1 : .
bargaining agreement mee——eoemmeee 6,724 2,787 4,891 i 1,208 1,833 | 1,579
Contributory | 4,233 3,288 3,407 i 2,552 826 ! 736
Mentioned in a collective | '
bargaining agreement—-c--————e H 1,034 1,495 850 . 1,235 184 | 261
Not mentioned in a collective | : :
bargaining agreement---eee————--—- ; 3,199 1,793 2,557 ! 1,317 642 : 476
Multiemployer ! 928 3,878 29 131 899 | 3,747
Noncontributory ——em—cammemmmmmmeameaen i 869 3,212 10 ! 97 : 859 3,115
Menticned in a collective i ; :
bargaining agreement-—————ocmeeeoo ' 810 ! 3,176 ‘ 5 83 | &05 3,093
Not mentioned in a collective : |
bargaining agreement ——--—eeeomex . 59 36 | 5 14 ‘ 54 22
Contributory: 59 666 | 19 = 34 40 632
Mentioned in a collective | i |
bargaining agreement — e | 18 356 30 8 ‘ i5 348
Not mentioned in a collective | ! |
bargaining agreementoueae—om-o- i 41 310 l 16 i 26 i 25 284

1 Active workers in 1961.

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

Table 4. Provisions for Participation Requirements in Private Pension Plans by Industry, Winter 1962- 63

{(Workers in thousanrds)

All plans T With pa.r_tifipatton ] ‘«Vith:)ut Pabrticipation
lYldUSll'y e T . ‘ requn[srzxento o I ,E(&E_I‘_Ii_

Number ' Workers' Plans ! Workers! Plans ¢

All plans studied ! 215,818 | 215,621 i 9,129 6,689 ti,lel
l .

Mining - i 316 327 138 62 178 260
Contract construction - I 449 | 1,072 : 60 23 | 389 i, 049
Manufacturing | 9,257 | 9,678 1 1,938 i, 838 | 1,319 6,840
Transportation | 675 ! 1, 286 “‘ 285 214 388 1,072
Commmunications and public utilities [ 849 . 1,270 | 391 ) 286 15¢ 9¢5
Whotesale and retail trad i 1,627 | 920 ! 1,362 ; 501 263 418
Wholesale trade . | L, LT L 479 i 943 193 204 286
Retail trade 1 480 | 440 419 ’ 308 | Hl 132
Finauce, insurance, and real estate ... “ 1,853 i 733 1,622 i 445 231 285
Services i 719 308 258 | 65 461 243

j | i i

' Active workers in 1961,

tucludes industries for which data are not shown separately.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 5. Minimum Age and Service Requirements for Participation in Private Pension Plans, Winter 1962-63'

{Workers ipn thousands)

Minimum age ret‘,{uirex‘nentsZ
Minimum service All plans 20 ’
requirements (years) . None or under ! 21 23 25
Number Work—§ Plans Work- Plans Work- Plans Work-~ Plans Work- Plans Work-
ers | ers : ers 1 €rs ers ers
i
All plans with participation ‘ ! i
requirements - —— 9,129 14,460 13,731 {2,242 55 72 ] 95 84 9 111,601 706
i
No service requirement —o-coeas 512 435 - - 3 51 31 48 - - 277 145
1 1,882 {1,957 ;1,082 |1,233 2 14 1 5 1 5 252 304
2 1,170 515 ; 563 244 50 7 53 15 - - 179 72
3 2,300 628 1 598 255 - - 10 15 8 6 412 99
4 30 24 30 24 - - - - -~ - - -
5 3,235 901 1,458 486 - - - - - - 481 85
28 | 29 30 35 40
T
i
All plans with participation i
requirements 47 15 204 13 3,118 11,036 253 237 16 44
No service requirement - ~ - - 187 146 12 22 2 23
1 - - - - 523 339 7 34 14 21
2 37 8 - - 222 109 66 60 - -
3 10 6 204 13 1,030 203 28 31 - -
4 - - - - - - - - - -
5 - - - - 1,156 240 140 90 - -
! Based on a study of 15,818 private pension plans covering 15. 6 million active workers in 1961,
? Some plans specified alternative requirements; for each case, the one applying to a worker hired at age 25 was used.
NOTE: Because of rounding, sums of individual items may not equal totals.
Table 6. Crediting of Preparticipation Service for Normal Benefit Computation and for Service Qualification
for Benefits in Private Pension Plans, by Method of Financing, Winter 1962—63!
(Workers in thousands)
Method of financing
All plans
Item Noncontributory Contributory
Number Workers Plans Workers Plans Workers
All plans with participation
requirements 9,129 4,460 5,703 1,875 3,426 2,585
Benefit computation:
Preparticipation service included _.. 2,359 943 1,562 623 797 320
Preparticipation service excluded ... 6,770 3,517 4,141 1,252 2,629 2,265
Service qualification for benefits:
Preparticipation service included ... 3,977 1,473 2,346 769 1,631 704
Preparticipation service excluded... 5,152 2,987 3,357 1,106 1,795 1,881

1

Based on a study of 15,818 private pension plans covering 15. 6 million active

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 7. Minimum Age and Service Requirements for Normal Retirement in Private Pension Plans, Winter 1962-63

{(Workers in thousands)

Minimum age requirements?

Minimum service All plans I
requirements! ' | 60 | 65 Other
(years) I T I {
‘] Number | Workers? Plans Workers? ; Plans Workers?' Plans ! Workers?
| i ! i 1
All plans studied... [ 15.818 ' 15,621 103 1,614 15,269 | 13,807 446 | 200
: T
No service requirement oeoeemmo.- 1,078 1,617 2 300 1026 1,589 ! 50 ! 25
1-4 2,652 2,277 19 59 0 2,621 2,205 ; 12 12
5 2,038 946 - - 2028 933 ! 0 13
6-9 310 84 3 3 307 80 | - -
10 4,067 3.794 10 12 | 4,055 3,766 2 i6
11-14 860 153 - - 759 134 101 19
15 3,682 3,042 3 24 | 3,577 2,980 ! 102 3
16-19 1 9 - - i 9 - -
20 692 2,844 39 1,267 | 599 1,546 | 54 31
21-24 3 5 - - 3 5 - -
25 394 | 587 2 28 ! 292 552 | 100 8
30 39 248 23 204 | 1 6 | 15 38
Over 30 i 2 15 2 15 - - , - -

! For those plans which specified a period of employment to be served before participation in the plan could begin, ‘he

minimum service requirement includes the preparticipation service and the required plan membership service.

Some plans specified alternative requirements; for each case. the one with the earliest age or no age requirements
was selected.

Active workers in 1961.

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

Table 8. Minimum Age Requirements for Normal Retirement in Private Pension Plans, by Industry, Winter 1962-63

(Workers in thousands)

Minimum age requirements’
All plans
Industry 60 65 Other
Number Workers? Plans l Workers? Plans Workers? Plans Workers?
All plans $tudied omweceuecccmncmaee 315,818 %15, 621 103 1,614 i5, 269 13,807 446 200
Mining 316 327 2 206 314 121 - ! -
Contract construction ... 449 1,072 3 24 444 1,037 2 H 11
Manufacturing cee-cwemeea- 9,257 9,678 29 405 8,961 9,161 267 | 112
Transportation .eeeceeeesmeeee 673 1,286 20 224 639 1,011 14 50
Communications and
public utilities ommmmmoaemacanee. 849 1.270 26 708 773 555 50 7
Wholesale and retail trade .. 1,627 920 6 23 1,618 892 3 5
Wholesale trade ... 1, 147 479 5 12 1,139 463 3 5
Retail trade cammmcemmeen 480 440 1 11 479 429 - -
Finance. insurance, and
real estate ... S 1,853 733 7 12 1,836 715 10 6
Services 719 308 10 12 609 289 100 8

! Some plans specified alternative requirements; for each case, the one with the earliest age or no age requirements

was selected.
Active workers in 1961.

3 Includes industries for which data are not shown separately.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 9. Earnings Base Utilized in Earnings Formulas in Private Pension Plans, by Industry, Winter 1962-63!
_{Workers in thousands)
} Earnings base
! All pl
Indust plans Career Last or high Last or high | Less than TZ formulas:
neusiry 5 years 10 years 5 years [different bases
Num -~ Work- Plans Work- Plans Work- Plans Work- Plans Work- Plans [Work-
ber ers ers ers ers ers L ers
All plans with basic bene- |
fit formulas based on !
€3 TNINES memmmem e mmean 210,531 |%9,238] 7,002 | 4,753 | 1,714 | 1,714 |1,236 | 2,110 150 223 477 438
Mining 310 i1l 143 68 1 3 106 30 - - 60 10
Contract construction - 64 21 60 17 - ~ - - - 4 4
Manufacturing - 5,527 5,997 3,704 3,359 652 711 831 1,698 74 58 266 171
Transportation - 422 486 160 150 135 65 Tl 193 4 il 52 ! 67
Communications and public !
Utilities mmm e 783 1,227 429 349 254 743 29 29 3 44 68 ; 62
Wholesale and retail i
trade 1,310 543 1,117 317 50 35 96 86 | 37 23 10 82
Wholesale trade 875 162 760 103 31 12 77 26 - - 7 21
Retail trade - 435 381 357 214 19 23 19 60 37 23 3 61
Finance, insurance, an
real estate___ 1,653 724 1,210 409 297 120 103 73 32 87 11 36
Services 387 102 104 58 277 38 - - - - 6 6
l
Based on a study of 15, 818 private pension plans covering 15. 6 million active workers in 1961.
? Includes industries for which data are not shown separately.
NOTE: Because of rounding, sums of individual items may not equal totals.
Table 10. Monthly Private Pension Plan Normal Retirement Benefits ! by Selected Assumed
Annual Earnings Levels and Service Periods, Winter 1962-637
{(Workers in thousands)
Assumed annual earnings
Monthly benefit $3,600 $4,800 $ 6,000 &8, 400
Plans J’ Workers Plans Workers Plauns Workers Plans | Workers
- il
10 years of service
Total 10, 335 8,839 10,335 | 8,839 10, 335 8,839 10, 335 8,839
None * 210 417 245 410 185 265 134 202
Under $10 526 237 414 137 368 E 168 334 105
$10 and under $20 3,109 1,423 2, 342 812 1,330 534 1,074 410
$20 and under $30 3,517 4,132 2,809 3,489 2,912 2,621 1,668 2,166
$30 and under $40 1,239 1,598 1,327 1,526 1,227 1, 312 716 691
340 and under $50 293 604 966 1,205 788 i, 155 1,478 581
$50 and under $60 199 182 664 659 1,023 937 661 603
$60 and under $70 422 91 385 252 863 917 559 420
$70 and under $80 . 150 45 43 119 281 473 703 1.007
880 and under $90 .. 4 8 204 77 194 152 457 338
$90 and under $100 200 9 136 31 9 39 382 794
$100 and under $125 *466 93 545 51 423 128 970 1,114
$125 and under $150 - - 29 23 277 38 321 177
$150 and under $175 - - 4226 47 201 16 87 95
$175 and under §200 - - - - 29 23 154 52
$200 and over . - - - - 225 | 40 637 85
i

See footnotes at end of table.
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Table 10.

Annual Earnings Levels and Service Periods, Winter 1962—6 3 —Continued

\Workers in thousands)

Monthly Private Pension Plan Normal Retirement Benefits ! by Selected Assumed

Assumed annual earnings

f

%6, 000

$8&,400

Monthly benefit %3,600 ' $4,800 i

P ;

: Plans 1 Workers | Plans 1’ Workers E Plans ! Workers Plans ! Workers

i__ 15 years of service
. J j , V o '
LYo = 14,777 12,161 14,777 12,161 | 14,777 T‘ 12,161 14,777 12,161
None3 : 204 359 268 397 | 226 261 213 i 221
Under $10 . 193 84 | 137 | 26 104 28 - -
%10 and under $20 | 1,735 ¢ 606 | 1,091 417 ¢ 1,006 468 1,028 | 364
%20 and under $30 ... I 2,696 1 1,281 1,722 891 | 596 519 450 | 498
$30 and under $40 - © 4,374 4,588 1 3,770 3,440 3,142 2,887 1 z,112 1 2,345
%40 and under $50 - 2,056 | 2,599 2,142 2,687 2,224 1,890 | 858 1 1,557
$50 and under $60 - 647 1,036 | 1,173 964 1,297 811 402 i 626
$60 and under $70 - 1,456 889 . 1,674 1,327 1,587 ! 1,343 1,673 450
$70 and under $80 - 435 ! 434 | 617 791 951 | 1,065 1,584 572
$80 and under $90 __. 75 71 325 452 536 544 682 | 367
$90 and under §100 180 61 557 361 542 757 630 437
$100 and under $125- 664 | 92 761 258 1,454 1,114 1,983 | 1,676
$125 and under $150..- 62 60 | 227 55 530 291 978 | 1,177
$150 and under $175... - - 4313 93 67 i 86 853 1,115
$175 and under $200- - - N - 214 26| 146 371
$200 and under $225- - - - - 4301 69 202 182
$225 and under $250. - - - - - - 357 58
$250 and OVEr oo - - - - - - 326 106

U L -
20 years of service

[— I ‘ 1
Total 15,462 | 14,947 15,462 | 14,947 15,462 14,947 | 15,462 14,947
None 2 162 ‘ 335 188 | 408 152 | 277 132 233
Under §10 161 133 102 i 37 30| 13 - -
$10 and under ¢ 537 | 253 374 | 204 372 | 180 | 355 95
$20 and under 1,818 ! 561 1,265 402 832 i 119 | 791 361
%30 and under $4 2,406 1,409 1,472 | 1, 154 756 918 659 784
$40 and under 2,736 2,592 | 2,557 1 1,718 1,661 1,238 1,23 1,110
$50 and under 2,629 4, 606 2,111 | 4,835 2,172 1, 374 945 2,382
%60 and under 1,969 2,195 | 1,843 | 1,408 1,878 745 810 1,156
$70 and under ¢ 603 935 675 994 886 858 109 1,647
$80 and under § 204 781 1,004 926 £56 | 920 708 363
$90 and under 770 379 1,390 | 960 1,243 | b, 142 1, 149 269
£100 and under 1, 307 626 | 1,180 1, 387 2,220 i 1,796 2, 182 1,1l
$125 and under $ [ 23 171 260 1, 068 1,175 | 1,450 1,110
$150 and under 97 65 | 775 | 165 551 550 1,650 1, 391
£175 and under § 10 71 5 9 173 164 856 928
$£200 and under 3 438 42 } CE 37 498 | a4 887 1,053
$225 and under § - - 35 : 43 6 “ 10 328 438
$250 and under - ‘ - ! - ! 41409 1 73 228 2356
$275 and under § - - - - - - 315 125
$ 300 and over - - - - - - 372 124

j | :

Sce footnotes at end
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Table 10.

Monthly Private Pension Plan Normal Retirement Benefits

1

Annual Earnings Levels and Service Periods, Winter 1962—6 3 *°—Continued

(Workers in thousands)

by Selected Assumed

Assumed annual earnings

Monthly benefit $3,600 $4,800 $6,000 } $8,400
Plans Workers Plans } Workers Plans J[ Workers l Plans, ’ Workers
25 years of service
; T
Total 15,659 15,541 15,659 i5,541 15,659 15,541 | 15,659 15,541
None 2 124 311 147 276 110 158 82 129
Under $10 26 20 13 35 10 22 - -
$10 and under $20 - 251 122 184 188 139 140 764 91
$20 and under $30 1,337 426 798 321 686 328 629 254
$30 and under $40 . 1,260 798 1,014 583 630 506 480 430
$40 and under $50 - 1,957 1,351 1,029 1,096 562 925 1,322 922
$50 and under $60 2,700 2,741 2,116 2,998 1,679 1,645 852 1,572
$60 and under $70 .. 2,848 4,083 2,411 2,429 1,684 2,975 261 974
$70 and under $80 - 1,464 2,318 1,167 2,218 1,183 1,769 559 1,381
$80 and under $90 737 806 1,403 805 1,032 523 359 354
$90 and under $100 362 775 981 715 850 486 2,300 1,128
$100 and under $125 1,893 1,311 2,535 2,185 2,790 2,148 1,003 1,840
$125 and under $150 166 285 463 934 1,427 1,458 1,782 849
$150 and under $175 453 102 884 466 1,355 1,135 1,374 692
$175 and under $200 43 49 91 125 336 660 1,023 1,243
$200 and under $ 225 428 43 143 94 682 355 1,050 I, 194
$225 and under $ 250 - - 224 28 289 157 493 549
$250 and under $275 - - 456 *44 l 132 85 591 709
$275 and under $300 - - - - 83 66 501 589
$300 and under $ 350 - - - - - - 139 434
$350 and over - - - - - - 95 208
|
30 years of service
I T

Total 15,660 15,547 15,660 | 15,547 | 15,660 15,547 15,660 15,547
None > 116 289 137 254 l 82 129 82 129
Under $10 26 16 20 44 12 14 - -
$10 and under $20 ..__. 189 96 119 78 34 35 15 16
$20 and under $30 - 897 329 449 197 472 275 309 160
$30 and under $40 994 436 1,134 339 808 369 885 324
$40 and 1,088 983 531 853 556 770 438 696
$50 and 2,120 1,786 1,240 2,557 715 1,384 405 1,344
$60 and 2,729 2,821 1,776 1,361 1,328 881 1,172 822
$70 and 1,815 3,040 2,080 2,295 1,187 1,965 662 967
$80 and 1,579 1,726 1,286 1,517 913 2,336 658 1,185
$90 and 944 1,183 1,051 1,139 1,075 731 267 412
$100 and under $125 1,588 1,776 2,286 1,970 1,973 1,339 846 869
$125 and under $ 150 942 672 1,646 1,333 2,457 1,333 1,643 2,269
$150 and under $ 175 _. 392 230 889 872 1,173 1,468 1,189 593
$175 and under $200 .. 208 75 413 364 859 850 1,574 643
$200 and under $225 -.. 463 920 192 172 1,151 823 957 810
$225 and under $250 __ - - 338 114 387 3717 1,181 900
$250 and under $275 . - - 473 87 251 248 944 1,047
$275 and under $ 300 - - - - 77 80 831 436
$300 and under $ 350 - - - - 150 140 978 1,188
$350 and under $400 - - - - - - 357 476
$400 - ~ - - - - 267 261

S

Computation of benefit amounts was based on current benefit formulas, assuming a constant level of earnings.
Based on a study of 15, 818 private pension plans covering 15. 6 million active workers in 1961.
No pension was provided because of the deduction of assumed social security benefits.

Where higher benefit amounts were relatively few and widely scattered they were accumulated in this interval.

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

Disability benefits, like old~age benefits, supplement social security (OASDI)
benefits; together they are expected to provide an income which reasonably meets
the needs of the disabled worker and his family. Almost half of the plans,
however, covering 3 out of 10 workers, did not provide disability retirement
benefits. When provided, the amount of disability benefits is sometimes too
small to be a significant supplement to social security benefits. This is espe-
cially true for short-service workers. Moreover, the requirements for social
security disability benefits are often more restrictive than those for private
plan benefits, so that workers eligible for the latter may not be eligible for the
former. While the difference between income before and after disability for
workers receiving both private and public benefits is usually substantial, for
those not eligible for social security it is, of course, far greater.

Disability retirement provisions usually require that a worker be totally
and permanently disabled (as defined in the plan) before normal retirement age,
to qualify for a lifetime benefit commencing after a short waiting period. They
apply chiefly to workers who are so severely incapacitated that, with few ex-
ceptions, they must withdraw from the labor force., As with other benefits,
such as early retirement and vesting, the attainment of a certain amount of
service or a specified age, or both, may also be required. The benefits to
be paid are most often related to the normal retirement formula, but more
liberal disability formulas are frequently provided, especially for workers who
do not qualify for public disability benefits. In addition, disability benefits pay-
able under the Social Security Act are often taken into account in the benefit
formula of the private plan.

The Social Security Act was amended in 1956 to provide monthly disability
retirement benefits to totally and permanently disabled workers between ages 50
and 65 who were covered by the act for at least 5 of the 10 years prior to
disability, A 1960 amendment removed the minimum age requirement. Since
many private plans already had a disability retirement provision before these
changes, the influence of the Social Security Act on extending the coverage in
private plans is difficult to gage. A BLS study of 300 negotiated pension
plans,®® for example, showed very little change in the prevalence of disability
retirement provisions in the period 1953-58., Nevertheless, by increasing the
awareness of the problem, the act has probably stimulated pressure for the
inclusion of permanent and total disability benefits in private plans, both ne-
gotiated and nonnegotiated. Two direct influences of social security disability
benefits on private plans, as will be shown, are more easily determined: (1) The
extent of disability required to qualify for private plan benefits, and (2) the
interrelationship of benefits.

Since a disability provision provides a permanent, though partial, replace-
ment of lost wage income, it is a desirable and valuable aspect of a private
pension plan. The protection afforded by social security (and other public pro-
grams) is often regarded by workers and their unions as inadequate. From the
employer's viewpoint, the cost of disability protection has to be weighed against

28 pension Plans Under Collective Bargaining: Normal Retirement, Early and Disability Retirement, Fall 1959
(BLS Bulletin 1284, 1961).
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the cost of retaining disabled workers on the payroll or, in its stead, the prob-
lem of terminating them without the supplement to public benefits promised by
the pension plan as a whole.

Plans not having disability retirement provisions frequently provide early
retirement or vesting. As will be shown later, the latter are often poor substi-
tutes, because vesting does not confer immediate benefits, which are needed by
the disabled worker, and early retirement benefits are usually smaller than
disability benefits.

Prevalence of Disability Retirement Provision

Over half of the plans studied, with about 7 out of 10 workers, contained
disability retirement provisions (table 11). Three-fourths of the multiemployer
plans provided for disability retirement, compared to only half the single-
employer plans. However, a higher proportion of workers in a single-employer
plans than in multiemployer plans were covered, because several of the largest
multiemployer plans (such as those negotiated by the United Mine Workers, the
Clothing Workers, and the Central States Teamsters) had no disability provision. 2

With disability Without disability
Total retirement retirement
Percent
Type of employer

unit Plans Workers Plans Workers Plans Workers

All plans studied ~-==-=~ 100.0 100.0 51.8 69.7 48.2 30.3

Single employer --~---- 100.0 100.0 50.3 74.0 49.7 26.0

Multiemployer --~=----- 100.0 100.0 76.4 56.9 23.6 43.1

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

A higher proportion of noncontributory plans had a disability provision
than contributory plans. This disparity stems, in part, from the lack of dis-
ability protection in contributory plans covering salaried workers (for whom this
protection often has a low priority).

With disability Without disability
Total retirement retirement
Percent
Method of financing Plans Workers Plans Workers Plans Workers
All plans studied ~=--=--- 100. 0 100.0 51.8 69.7 48,2 30.3
Noncontributory =-==ee=-= 100.0 100.0 54.0 73.5 46.0 26.5
Contributory ~=------~- -~ 100.0 100.0 45.9 58.6 54.1 41.4

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

Because of the high prevalence of the provision in large negotiated plans
and its low incidence in the smaller, more numerous (typically white-collar)

29 Several large multiemployer plans provided disabled workers with deferred pensions which were not payable
until age 65 (Clothing Workers) or cash termination benefits for disability (Central States Teamsters). These bene-
fits were not regarded as disability retirement provisions in this study,

30 Other employee benefit plans may provide substantial short-term disability protection for these workers
(e.g., accident and sickness insurance), and long-term disability income insurance,
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plans, the provision was more common in plans mentioned in a collective bar-
gaining agreement than in those not so mentioned,

With disability Without disability
Total retirement retirement
P t
Collective bargaining e
status Plans Workers Plans Workers Plans Workers
All plans studied ~---~-== 100.0 100.0 51.8 69.7 48.2 30.3

Mentioned in a collective

bargaining agreement -~  100,0 100.0 64. 4 74. 1 35.6 25.9
Not mentioned in a

collective bargaining

agreement =-----—-=-=- 100,0 100.0 44,5 60. 3 55.5 39.7

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

Reflecting the lesser emphasis of disability retirement provisions for white-
collar workers, disability protection was more prevalent in production worker
plans than in plans for salaried workers only.

With disability Without disability
Total retirement retirement
P t
Type of worker e
covered Plans Workers Plans Workers Plans Workers
All plans studied —--—~~~~ 100.0 100.0 51.8 69.7 48.2 30.3
Salaried and production --  100,0 100.0 41.1 70.0 58.9 30.0
Production only —«-==m=wu- 100,0 100.0 69.5 69.1 30.5 30.9
Salaried only ~------c-- 100.0 100.0 37.0 59.8 63.0 40. 2

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

Among major industry groups, disability provisions were most common
in manufacturing (over half of the plans with over three-fourths of the workers),
reflecting their inclusion in the large negotiated plans in the metalworking indus-
tries (table 12). The proportion of covered workers protected in each manufactur-
ing industry rarely fell below 60 percent (except for printing). However, chiefly
because many small plans did not provide it, less than half the plans in chemicals,
instruments, and paper products, and less than a third of the plans in the elec-
tric machinery, leather, rubber, textile, transportation equipment, and stone,
clay, and glass products industries had the provision. On the other hand, almost
all of the plans in the tobacco, lumber, furniture, and miscellaneous manufactur-
ing industries had the provision. Although multiemployer plans predominated,
plans in the apparel industry typically provided disability retirement. Both in
transportation and in communications and public utilities, three-fourths of the
workers were in plans with disability retirement., In the former industry, the
workers without such protection were mostly in multiemployer plans in the truck=-
ing industry. In the latter, most of the covered workers belonged to the tele-
phone company plans.

Only about 40 to 50 percent of the workers in the trade and the service
industries had disability protection. In mining, because the plans negotiated
by the United Mine Workers had no disability retirement provision, only a small
proportion of workers were covered. Despite typically heavy and arduous work-
ing conditions, 45 percent of the workers in the multiemployer plans in the
construction industry were without disability protection. On the other hand, in
the finance industry, where almost all workers are in sales, clerical, and other

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



white-collar occupations, only a slightly smaller proportion (40 percent) of the
workers were unprotected.

The higher prevalence in large plans of disability provisions is shown in
table 13. About three-fourths of the large plans (5,000 workers and over) and
workers—mostly negotiated plans—had the provision, while only about half of the
smallest plans (under 200 workers), covering two-fifths of the workers, had it.

Minimum Requirements for Disability Retirement

Key elements of disability retirement provisions are the definitions of dis-
ability and the age and service requirements. Ordinarily, benefits are con-
tinued only as long as a worker remains disabled, as defined.

Definition of Disability. Most plans defined disability in their own terms,
which resembled but were not identical to the wording of the Social Security
Act's definition which, prior to July 30, 1965, read as follows: !''Inability to en-
gage in any substantial gainful activity by reason of any medically determinable
physical or mental impairment which can be expected to result in death or to be
a long-continued and indefinite duration." The remaining plans either used the
act's definition, or delegated substantial discretion to the plan administrator
(usually the employer). The act's definition was most frequently used in plans
under collective bargaining. On the other hand, except for several large multi-
employer plans in the garment industry, ® almost all plans using the discretion-
ary procedure were nonbargained.

Mentioned in a col- Not mentioned in a
lective bargaining collective bargaining

Total agreement agreement
Percent
Definition of disability Plans Workers Plans Workers Plans Workers

All plans with disability . 1

retirement ---=----=~-- 100.0 100.0 1100.0 1100.0 100.0 100.0
Social Security Act's

definition ------------ 8.7 5.5 15.8 6.5 2.8 2.8
Private plans own

definition -w---emenaoan 71.1 86.6 76.5 88.3 66. 6 82.2
Discretionary —no

definition =--nec-m-wmun 17.6 7.3 2.1 4.5 30.6 15.0

1 Includes 211 plans, covering 61, 000 workers, for which information on definition of
disability was not available.

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

The social security definition and the broad, discretionary definition of
disability were mostly restricted to single-employer plans.

A recent study by the Social Security Administration analyzed the definition
of disability in private pension plans in detail. 32 The study, which was based

31 Plans in the garment industry were generally administered by tripartite boards composed of union, employer,
and neutral representatives. The documents filed for these plans under the Welfare and Pension Plans Disclosure
Act, which are the basis for this analysis, did not include a definition of disability, although standards may have
been established in plan operation.

z]oseph Krislov, "Definition of Disability in Private Pension Plans," Social Security Bulletin, May 1964,
pp. 13~19,
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on data supplied by the Bureau of Labor Statistics, showed that where plans
defined disability, most workers were in plans !''that provide benefits for a
member who is unable to work at any job and whose disability is judged to
be permanent or long-lasting——roughly the same individual who is likely to be
able to qualify for benefits from the Social Security Administration.'" The ar-
ticle cautioned, however, that little is known about the practical application
of the plan definition. Interpretations may vary widely with the result that
"decisions . . . will differ from one plan to another even though the definitions
of disability may be identical. '

In 1965, the scope of the social security definition was broadened by elimi-
nating the requirement that a worker's disability must be expected to be of long-
continued and indefinite duration; it is now sufficient that the disability is expected
to last for a continuous period of not less than 12 months.** Many pension
experts predict that private pension plans will alter their definitions to conform
to this change, especially since it will not affect most alternate disability in-
come programs.

The main difference between private plans' and Social Security Act's defi-
nitions related to the extent to which an applicant must be disabled. For ex-
ample, the act requires that the claimant be unable to perform any job, while
about a seventh of the private plans with about a fourth of the workers, required
only that the worker be unable to perform a job for which he is qualified or any
job in the company or industry. Presumably, such workers would not be pro-
hibited from obtaining another type of employment. (Liberalization of the social
security definition in 1965 permitted workers disabled because of blindness to
collect benefits while working at other employment. )

Percent
Extent of disability Plans Workers

All plans with disability

retirement -=---=-ercmm-a- 100.0 100.0
Unable to perform any job .- 52,6 59.3
Unable to perform own or

related job ~------cmouw- 8.6 10,3
Unable to perform any job in

the company or industry --- 5.5 15.5
No specific reference to

extent 2 ~—w—ceommommomeo 33.3 14,8

L Includes plans following the Social Security Act definition,
Includes "discretionary"” plans and plans for which informa-
tion on extent of disability was not available,

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

Furthermore, social security benefits are provided for both physical and
mental disabilities, regardless of cause, while private plans were usually silent
as to whether they cover disabilities stemming from mental disorders (three-

33 Ibid., p.14 . This is illustrated by the changes in Social Security Administration's own interpretation and
application of its definition. See, for example, Social Security Regulation 404.1502(c).

For a fuller summary of the changes, see Wilbur J. Cohen and Robert M. Ball, "Social Security Amend-
ments of 1965: Summary and Legislative History," Social Security Bulletin, September 1965, pp. 3-21.

35 Long-term disability insurance programs are likely to be affected by the amended social security definition
because they are commonly integrated with both social security and applicable private pension plans. For a dis-
cussion of the effects of recent changes in the social security definition on disability insurance programs, see
Richard J. Mellman, "Impact of New Social Security Disability Definition on Existing Employee Benefits," Pension
and Welfare News, New York, N.Y., January 1966, pp. 49-61.

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



38

fourths of the plans with 4 out of 5 workers) and frequently did not grant bene-
fits for self-inflicted injuries or willful misconduct * (about 2 out of 5 plans’
and workers).

Percent
Cause of disability Plans Workers
All plans with disability
retirement 1 cem oo me e 100. 0 100.0
Physical and mental ——=--w-—cvam e 14. 7 15.2
Physical, excluding mental-vemeccuae-u .5 1.7
Physical, silent on mental~------c-u-n 31.4 39.3
Discretionary =--«-mee-cmocomcmnenen 17.6 7.3
As prescribed by the Social
Security ACt =w--—c-ecm e 8.7 5.5
No specific reference to cause ~~-~----~ 24.5 30.5

! Includes a few plans for which information on cause of dis-
ability was not available.

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

Age and Service Requirements. As in the case of other plan provisions,
age or service requirements, or both, were essential parts of disability retire-
ment provisions,

Three-fourths of the plans, like social security, had no age requirements.
Where they existed, they were usually low enough to permit coverage of most
permanent and total disabilities,*” and were generally lower than those applicable
to early retirement.?® Age 50, the earliest age at which social security dis-
ability benefits were payable until 1960, was the most common age requirement
for disability retirement, as compared with age 55 or 60 for early retirement.

Percent

Minimum age requirements 1 Plans Workers

All plans with disability
retirement w--m-mmmmmcemm e 100,0 100, 0
Without age requirements =~==~~=a-= 74.8 71,3
With age requirements ----=~------ 25,2 28.7
45 and under ~=---c-cemcmmeccaaoo 2.4 3.8
50 ccmmmm e mcm e —— 12,3 14,9
55 mmmecmme e — 8.6 7.6
60 and OVer =-r-memmceme—— - L9 2.4

1 Some plans specified alternative requirements; for each case,
the one with the earliest age or no age requirements was selected.

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

Service requirements for disability retirement were also generally lower
than for other retirement benefits. Forty-five percent of the plans, with almost

36 Included within this area is alcoholism, addiction to narcotics, and criminal activity.

Social security data show that 70 percent of the disabilities among men occur after age 49 and 82 percent
after age 44. See Social Security Administration, Actuarial Note No. 18 (April 1965).
38 See BLS Bulletin 1407, 1964, op. cit., p. 27.
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3 out of 5 of the workers, required 15 years of service., This concentration
was chiefly due to plans negotiated by the Automobile Workers and Steelworkers,
and to the plans in the communications industries. The only other large con-
centration of workers (1 out of 5) was in the plans that required 10 years of
service, Nearly a third of the plans, covering only a tenth of the workers,
required fewer than 10 years of service, while only a seventh of the workers
were in plans requiring over 15 years.

Percent
Minimum service requjrementsl

(years) Plans Workers

All plans with disability
retirement —---—-~---cmcmmem s 100.0 100.0
No service requirement ==-w--co-wen- 3.8 3.8
Less than 5 years —=----cecmeocmcmmcen 10, 4 2.9
5 e em 17.6 2.2
6-9 mmm o e 1.9 .4
10 mmmm e 11.6 19,0
11034 e e e .8 1.2
18 e e 45.1 57.0
16219 e e el 1.8 1.2
20 mrr e e 4.7 8.7
25 mm e 2.0 2.7
26m29 — oo o e (%) .2
30 mm e (2) . .7

! For those plans which specify a period of employment to be
served before participation in the plan could begin, the minimum
service requirement includes the preparticipation service and the
required plan membership service.

Less than 0. 05 percent.

The most common combinations of age and service were 15 years of serv-
ice and ages 50 to 55, which, altogether, applied to a2 seventh of the workers
(table 14). Plans without age requirements typically had service requirements
of 10 to 15 years.

Waiting Period. Disability retirement benefits were payable by 3 out of 5
plans, with 2 out of 3 workers, only after a waiting period had elapsed.

Percent
Provision Plans Workers
All plans with disability
retirement ! - oo mm e e 100.0 100.0
No waiting period ===we=m=m-eemmmowa— 39.3 33.2
1 and less than 6 months ------cm-wuun 7.7 8.5
6 MONths =mcmmmm e 35.6 46.0
7 and less than 12 months ~-=w-ren—uen 5.9 4,2
When accident and sickness
benefits cease =-----mmsmmocco—aoan 8.8 7.6

! Includes a few plans for which information on waiting period
was not available.

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

In nearly all industries the waiting period usually ran 6 months from the
onset of disability (the same waiting period required to qualify for social security
disability benefits), although in some plans it was as short as a month and in
others as long as a year (table 15).
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Waiting periods were often related to the duration of accident and sickness
benefits (temporary disability benefits). In the steel industry plans, for example,
disability pension benefits began after 6 months, during which time temporary
disability benefits were usually payable. Other plans related the timing of the
two benefits even more closely by specifying that pensions would be payable only
after accident and sickness benefits were exhausted.

Disability Retirement Benefit Formulas

For workers eligible for social security disability benefits, most plans
used the same formula for disability benefits as they used for normal retire-
ment benefits. For ineligible workers, however, many negotiated single~-employer
plans——chiefly those in the metalworking industries—had a special disability
formula. For example, instead of benefits based on the normal benefit compu-
tation, the Automobile Workers' plans provided double the normal benefit and
the Steelworkers plans provided $100 a month, Other single-employer plans
(usually nonbargained) seldom used a different or special formula for workers
ineligible for social security, but when they did, they usually added the amount
of the potential social security benefit, as they also did for early retirement,®
Typically, multiemployer plans applied the same formula regardless of the social
security status of the worker.

Integration With Social Security and Workmen's Compensation Benefits

Federal social security benefits are often incorporated into disability re-
tirement benefit formulas in the same manner as in normal retirement benefit
formulas, i.e., by step~-rate formulas or by direct offset, # Furthermore,
where applicable, workmen's compensation benefits are almost always deducted
in full., Because disability retirees generally have lower earnings and less serv-
ice than normal retirees, the application of direct offsets affects their benefits
more acutely. In fact, the offsets may reduce the plan benefits to zero. Some
plans, therefore, have alternate benefit formulas not subject to deductions for
statutory benefits.

The benefits provided by slightly more than two-fifths of the plans with
disability retirement, with over half the workers, were directly integrated with
either social security benefits or workmen's compensation, or with both, by
the offset method (table 16). About half these plans deducted only workmen's
compensation, as compared with about a fourth that deducted only social security
benefits; each group of plans covered about 2 out of 5 workers belonging to
plans with offset formulas., The remaining fourth of the plans deducted both.

In addition to deducting all workmen's compensation benefits, over 7 out
of 10 of these latter plans, with a similar proportmn of workers, also deducted
all social security benefits; the rest deducted half.*

39 For illustrative information on accident and sickness benefits see Digest of One Hundred Selected Health
and Insurance Plans Under Collective Bargaining, Winter 1961-62 (BLS Bulletin 1330, 1962), and Digest of 50 Selected
Health and Insurance Plans for Salaried Employees, Spring 1963 (BLS Bulletin 1377, 1964).

See p. 75, for a discussion of social security adjustment options,

41 See p. 10.

42 The 1965 amendments to the Social Security Act have limited the concwurrent receipt of social security disa-
bility benefits and workmen's compensation to 80 percent of a worker's average monthly earnings credited to his social
security account before he became disabled.
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Plans Workers
Number
Provision Number Percent (thouwsands) Percent
All plans with disability
retirement] ~----o-eooo—o 8,193 - 10, 895 -
Plans without offset formulas--- 4, 405 - 5, 040 -
Plans with offset formulas ----- 3,459 100.0 5,773 100.0
Deducting social security
benefits only -------~---- 815 23.6 2,437 42.2
Deducting workmen's com-
pensation only ---------- 1,673 48.4 2,265 39.2
Deducting both social
security and workmen's
compensation ------~---- 971 28.1 1,071 18.6

1 Includes 329 plans covering 79,000 workers for which data were not
available.

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

Recognizing that workers and employers contribute equally to the social
security system, plan benefits for about 2 out of 5 workers in plans with offset
formulas were reduced by one-half of social security disability benefits—the
amount attributable to the employers' contributions. Three out of 10 workers
were in plans deducting all social security benefits. A similar proportion were
in plans that followed the basic steel industry pattern of reducing benefits com-
puted under the basic benefit formula by $80 a month. Most of these latter
plans had an alternate minimum benefit formula without a deduction for public
benefits (i.e., the normal minimum benefit of $2.50 or $2.60 a month for each
year of service).

Percent
Provision Plans Workers

All plans with social security

deduction ------cmmmom e 100.0 100.0
All social security disability

benefit deducted ----eeccmmcaacaan 55.2 31.4
One-half social security disability

benefit deducted ----------cc-anan 23.4 38.6
$80 for social security disability

benefit deducted ~--~--~--cmoomuun 20.9 29.6
Otherl - o .5 .4

1 Various deductions ranging between 50 and 100 percent of the
social security disability benefit.

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

Offsets were more common in the manufacturing industries (about half the
plans) than in the nonmanufacturing industries (about a third of the plans). (See
table 16.) However, owing to the social security deduction in the telephone
company plans and the frequent deductions of workmen's compensation payments
in the transportation and finance industries' plans, over 3 out of 5 workersin
the nonmanufacturing industries, as compared to about half in the manufacturing
industries, were in plans with offset provisions.

The deduction of $ 80 for social security was found almost exclusively in
plans in the primary metals industries. Most manufacturing plans with offsets,
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however, reduced plan benefits only for workmen's compensation benefits (three-
fifths of the plans with about 2 out of 5 workers), while the remaining plans
either deducted only social security (about a sixth of the plans with 2 out of 5
workers) or deducted both (a fifth of the plans and workers).

In nonmanufacturing, as a whole, the most common deductions were one-
half the social security benefit and the entire workmen's compensation benefit.
Together, they accounted for about two-fifths of the plans and about three-fourths
of the workers.

Administrative Procedures

A determination of the extent and expected duration of disability, as defined
by the plan, is required; hence, most plans set forth administrative procecdures
governing this decision.

The determination was made by a doctor selected by the employer or ad-
ministrator in 45 percent of the plans; by the claimant in 12 percent; and by a
bipartite board in a small number of plans. Although a medical determination
was required, the party making the selection of the doctor was not identified in
17 percent of the plans. The remaining 23 percent of the plans had no formal
procedure described in the documents on file.

Percent

Party providing medical evidence Plans Workers

All plans with disability
retirement —---~--e-mcmcmae e 100.0 100.0
Claimant's doctor -=--=-cemmmommcm 11.7 4.6
Company or plan doctor w—=-eeccoeooaao 45.1 46.0
Neutral doctor ~--~---mmommmmmeceee .1 .4
Bipartite committeel wcwoocmm . 3.2 2.3
Doctor—no information on selection -~-- 17.1 30.2
Information not available -~--ccaowao—o 22. 8 16. 4

! Includes a few plans in which a doctor is appointed by a tri-

partite board.

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

If an application was denied on the basis of medical evidence, an appeal
could usually be made to the employer (or his representatives) in single-employer
plans, or to a bipartite board in multiemployer plans. The normal grievance
procedure was used by some large plans. About an eighth of the plans had a
special procedure for making the final decision. For example, the Steelworkers
plan provided that in case of disagreement—

The employee shall be examined by a physician appointed for the purpose by the Company and a
physician appointed for the purpose by a duly authorized representative of the Union. If they shall
disagree concerning whether the employee is permanently incapacitated, that question shall be sub-
mitted to a third physician selected by such two physicians. The medical opinion of the third
physician, after examination of the employee and comsultation with the other two physicians, shall
decide such question.
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Percent
Appeals channels Plans Workers

Alt plans with disability

retirement ! —o--—e oo e 100.0 100.0
Employer —=-=m---—sm oo emem e e 82.4 70.0
Bipartite board --------=--m=m e 2.7 8.4
Grievance procedure -—-=--==-~mocem—meomm—omoe 1.3 6.7
Trio of doctors,! neutral? —==m—ce-m—aomemooo- 13.0 13.5
CHNIC ==mmmmmmmmmm oo .1 .2

1 Includes a few plans for which information was not available.
2 Appeals are directed to a panel of doctors consisting of 1 em-

ployer designated doctor and 1 employee designated doctor. If they
cannot agree the 2 doctors selected a neutral doctor whose decision is
final,

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

Except for large negotiated plans, the employer's determination was final
in most plans.

Percent
Final authority for appeals Plans Workers

All plans with disability

retirement! = o m oo 100.0 100.0
Employer m----=cram e e e e 82.4 59.4
Bipartite board --~-= e ittt 13.5 35.5
Insurance company —----===-~--===--c----—-—-u 2.1 .7
Union employees-bipartite

board; nonunion employees-

employer -----mecem e e .7 2.4
Other —=-—mm e e e e .8 .7

1 Includes a few plans for which information was not available.

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

Levels of Disability Benefits

Workers forced into retirement because of total disability and who also
qualified for social security benefits would usually receive the same amount of
benefits, regardless of their age at retirement, as they would be entitled to for
the game earnings and service at normal retirement age.43 However, because
some plans reduced benefits on account of age (i.e., provided the actuarial
equivalent of the accrued normal benefit**), average benefits for all covered
workers were somewhat lower than the corresponding average normal retire-
ment benefits.

43 Although benefit levels for both normal and disability retirement have increased since the date of this

study, the relationship between the two, as discussed in this report,is still valid.

44 The actunarial equivalent of the normal benefit is a benefit whose ultimate cost is expected to be equal
to that of the normal benefit,
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On the other hand, workers qualified for disability benefits under a private
plan, but not under social security, would receive substantially higher benefits,
on the average, than those provided under normal retirement provisions. The
generous benefits payable under such circumstances by many negotiated single-
employer plans in the automobile, steel, and rubber industries largely account
for the difference.

Although private plans on the whole generally provided disability benefits
roughly equal to normal retirement benefits for the same earnings and service
levels, as discussed below, there were important variations among groups of
plans depending upon worker contributions, collective bargaining status, and
industry.

To compare disability retirement benefit levels among plans and to relate
the levels of benefits to predisablement earnings, illustrative benefits were com-
puted under the same conditions as those for normal retirement (see page 11 ),
except that disability retirement was assumed to be at age 60.% Because many
private plans keyed the benefit to the receipt of social security benefits, the
computations were made under two alternative assumptions: (1) The worker
receives both plan benefits and social security benefits, and (2) the worker
receives only plan benefits.

Workers Qualified for Private Plan Benefit and Social Security Benefit. The
distributions of disability benefits exhibited the same characteristics as those
for normal retirement. For example, as shown in tables 21-25, distributions
of disability benefits, like those for normal retirement, shifted upward with in-
creases in both earnings and service.*® Since the increases in benefits were
less than proportionate, the lower paid and short service workers fared relatively
better than higher paid and long service workers.

Chart 6 shows that benefits were greater at the higher earnings and serv-
ice levels, as well as more widely dispersed. For example, the benefit for the
middle 80 percent of the workers ranged from $20 to $91 a month for a worker
with average annual earnings of $4,800 and 20 years of service. On the other
hand, the range was $37-3172 a month for a worker with earnings of $8,400
and the same amount of service.

The distributions were marked by concentrations of workers in collectively
bargained plans, particularly in manufacturing industries. Plans negotiated by
the Steelworkers (which caused a concentration of workers at the $39, $52,
365, and $78 monthly benefit level for 15, 20, 25, and 30 years of service,
respectively), provided benefits based on the normal monthly benefit formula:
l percent of average monthly earnings in the 10 years preceding disability times
years of service, less $80—the social security offset—but a minimum of $2.50
or $2.60 a month times years of service. The minimum formula generally
applied except for workers with earnings of $8,400 a year and 20 years' service

45 Retirement at age 60 was selected so that a maximum number of plans would be included in the compu-
tation. Few plans had a higher age requirement, Furthermore, a report by the Social Security Administration,
Arthur E. Hess, "Five Years of Disability Insurance Benefits; A Progress Report, " Social Security Bulletin, July 1962,
found that, prior to the 1960 amendments to the act, more than 80 percent of the workers receiving social security
disability payments were over age 50 when the onset of disability occurrad and had a median age of 59. Later
studies of the Social Security Administration ("Disability Applicants, 1962, Selected Data"; Division of the Actuary,
April 1964 and Actuarial Note 18) showed a decrease in the median age of applicants at the time of the onset of
disability.

A few plans covering special classes of highly paid employees (e.g., airline pilots) paid even higher bene-
fits than those shown in the distributions.

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



45

SERVICE
IN YEARS .

10 d

.~

15 )

L

’

20 )

4

25 <

30 <

.

ANNUAL
EARNINGS

$3,600
4,800
6,000
8,400

$3,600
4,800
6,000
8,400

$3,600
4,800
6,000
8,400

$3,600
4,800
6,000

8,400

¢
$3,600

4,800
6,000

8,400

0

Monthly benefit
$50 $100 $150 $200

$250

Chart 6. Monthly Disability Retirement Benefits' for Workers Eligible
for Social Security Disability Benefits, by Selected Assumed Annual
2
Earnings Levels and Service Periods, Winter 1962-63

$300 $350

T T 1 U

First Decile

First Quartiie

LEGEND

Median

Third Quartile

T

Ninth Decite

/

L

H
L

] |
N |
Wz |

%
N

[N |
7

N\ 777/
\ N7z |

k\

E\\71
N\ )

]

BE\7ZHl

]

NN\

]

! Median monthly benefits and ranges within which fell 50 percent and 80 percent of the workers,
2 Based on a study of 15,818 private pension plans covering 15.6 million active workers in 1961.
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or more.* Similarly, the normal formula ($2.80 a month times years of service)

was used in the disability retirement computation in the plans negotiated by the
Automobile Workers.*

The distribution of median monthly benefits in the following tabulation
clearly shows the effects of the formula types, as well as of pattern plans.
Median monthly benefits under the assumed conditions ranged from $28% at the
$3,600, 10-year level to $125 at the $8,400, 30-year level.

Annual earnings

$3, 600 $4, 800 $6, 000 $8,400

Inter- Inter- Inter- Inter-

quartile quartile quartile quartile

Service periods (years) Median range Median range Median range Median range
10} $28 $18-$30 $28 $20-$38 $28 $25-%42 $30 $28-$62
. 38 30- 45 39 26- 50 42 30- 61 42 39- 86
20 ——m o 50 35- 56 51 37- 62 52 42- 80 65 50-115
25 e 58 40- 70 64 46- 75 65 54- 98 95 63-141
30 ~cemmm e 68 45- 84 75 53- 84 84 61-111 125 69-173

1 Excludes a substantial number of workers in plans with higher qualifying service requirements.

The proportion of predisablement income represented by median benefits
was somewhat greater at the $3, 600 level than at the other levels, due mainly
to the influence, as previously noted, of relatively high disability benefits pro-
vided by plans with minimum benefits and flat benefit formulas. For example,
as shown in the tabulation below, plan disability benefits replaced about a fifth
of previous earnings for the workers with 25 years of service earning $3,600
a year and about a seventh at earnings levels of $6, 000 a year and above.

Annual earnings

$3,600  $4,800  $6,000 _ $8,400

Service periods (years) Percent
e 9.3 7.0 5.6 4.3
15 mror e 12.7 9.8 8.4 6.0
20 mmemm e 16.7 12.8 10. 4 9.3
25 e 19.3 16.0 13.0 13.6
30 ~-mmemmm e 22.7 18.8 16.8 17.9

! Excludes a substantial number of workers in plans with higherqualifying
service requirements.

Except for workers with high earnings and long service, plan benefits were
generally far less than social security disability benefits which, at the time of
the study, were $105 a month for workers earning $3, 600 a year and $127 for
those earning $4,800 a year and over. Generally, social security benefits
amounted to from three-fifths to four-fifths of combined retirement income.

47 The basic formula applies to workers with 30 years of service and earnings over $527 a month, 20 years
of service and earnings over $660 a month, and 10 years of service and earnings over $1,060 a month, These
plans also had a minimum disability benefit of $100 a month, including social security, but it is generally applicable
only to those not qualifying for social security.

48 The disability formula in the plans negotiated by the Automobile Workers has been substantially liberalized
since the time of the study. These changes as well as others have not been incorporated in the computation. Al-
though they will affect the distributions of benefit amounts, they do not significantly affect the median benefits.

49 Because few workers belong to plans that provide disability benefits for 10 years or less of service, median
benefits for workers earning $6,000 a year or less chiefly reflected the amounts provided by the Automobile Work-
ers plans.
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Retirement income at the low earnings levels was mostly accounted for by social
security benefits.

Combined median monthly benefits—the sum of median private plan disa-
bility benefits and social security disability benefits—ranged from $133 to $252
under the assumed conditions.

Annual earnings

Service periods (years) $3,600 $4,800 $6,000  $8,400
100 e $133 $155 $155 $157
15 e 143 166 169 169
20 m o 155 178 179 192
. S, 163 191 192 222
Y 173 202 211 252

1 Excludes a substantial number of workers in plans with higher qualifying
service requirements.

Both the social security disability benefits and private plan benefits, for
the most part, were higher fractions fo previous earnings for workers at the
lower earnings levels than at the higher earnings levels. 50 The combined median
benefits of workers with annual earnings of $3,600 and $4,800 were, there-
fore, a larger proportion of their predisablement monthly income than for those at
higher earnings levels.

Annual earnings

$3,600 _$4,800 _$6,000 _ $8,400

Service periods (years) Percent
101 c oo 44.3 38.8 31.0 22.4
15 e 47.7 41.5 33.8 24.1
20 m oo 51,7 44.5 35. 8 27.4
2 e e e 54.3 47.8 38.4 31.7
30 s m e ——— 57.7 50.5 42.2 36.0

1 Excludes a substantial number of workers in plans with higher qualify-
ing service requirements.

Workers Qualified for Private Plan Benefits Only. Since not all workers
qualified for disability retirement under a private pension plan will receive
OASDI disability benefits, computations were made for the same plans assuming
the worker would not qualify for social security benefits.®' Another reason for
making this distinction was that, as previously noted, some of the larger plans
provided special disability plan benefits for workers not receiving social security
benefits. It must be emphasized that these special disability pensions were
usually temporary, and that the pension reverted to the regular disability formula
computation if eligibility for social security benefits was established. However,
these formulas were the exception; most plans used the same disability formula,
regardless of the worker's social security status.

50 Maximum social security disability benefits were 35,0, 31.8, 25.4, and 18,1 percent of the average annual
earnings of $3,600, $4,800, $6,000, and $8,400, respectively.

51 See "Assumptions, " p. 11. A study of disability retirees in the automobile companies showed that a fifth
of those qualified for the private pension did not qualify for social security, See "Disability Insurance Under Social
Security, " by Jerome Pollack, in Occupational Disability and Public Policy, Earl Cheit and Margaret Gordon, editors
(Jobn Wiley and Son, New York, 1963), p. 175, The recent liberalization of the disability definition in the auto-
mobile company plans should cause this fraction to increase,
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Under the given assumptions, the distributions of monthly plan benefits
(table 18) were at substantially higher levels than those for the same plans for
workers eligible for social security benefits, mainly because of the special dis-
ability pensions provided in manufacturing industries. Plans following the Auto-
mobile Workers and Rubber Workers patterns, for example, provided double the
amount computed by the regular disability formula. Plans following the Steel-
workers pattern provided a special disability benefit of $ 100 a month.%? Another
large group of plans—the telephone company plans—based their benefits on the
greater of (1) 1 percent of average monthly earningss3 times years of service,
or (2) $85.5¢

The ranges of private plan benefits for the middle 80 percent of the worker
distribution, as shown in chart 7, were considerably higher as well as wider
than the benefits for workers eligible for social security disability benefits. (See
chart 6.) Because of the previously cited special disability formulas, 9 out of
10 workers were in plans that had benefits of $48 a month or more for workers
earning $4,800, $6,000, or $8,400 annually with 25 or 30 years of service.

Median benefits under these assumptions were about $30 a month higher
than the benefits provided by the same plans to workers eligible for social se-
curity benefits, Median benefits ranged from $56 to $150 a month for workers
ineligible for social security, as contrasted to a range of $28 to $125 for work-
ers who qualified.

Annual earnings

$3,600 $4, 800 $6, 000 $8, 400
Inter- Inter- Inter- Inter-
quartile quartile quartile quartile

Service periods (years) Median range Median range Median range Median range
10Y e $56 $20-$56 $56 $25-$60 $56 $34-$70 $56 $46-$101
15 mmmeemm s 64 45- 84 68 50- 90 75 50-100 20 55- 105
20 e 85 50-100 85 50-100 100 56-112 100 65~ 140
25 e el 85 53-113 100 63-125 113 70-140 126 75- 175
30 cmemm e em 90 61-128 100 68-150 125 75-165 150 80- 210

! Excludes a substantial number of workess in plans with higher qualifying service requirements.

On the whole, however, private plan benefits were not sufficiently higher
to offset the absence of social security benefits which, as noted above, were
$105 or $127 a month for workers earning $3, 600 and $4, 800 a year or over, re-
spectively, As a result, median benefits represented—depending upon length of
service—only 35 to 60 percent (most often about 50 percent) of the amount pro-
vided by private plans and social security combined.

The protection afforded by social security benefits and the favoring of
lower paid workers by private plans are strikingly illustrated by relating median
disability benefits to preretirement earnings. Not more than 30 percent of pre-
vious earnings could be expected by workers ineligible for social security benefits
under the assumed conditions, and only long service, lower paid workers could
generally receive one-fourth or more of their earnings.

52 Only workers with long service and high earnings would get more. In the illustrative examples used in
this bulletin, only the $8, 400-a-year worker with 30 years of service would be in that group.
Based on average monthly earnings during the 5 consecutive years immediately preceding retirement or, at
the discretion of the benefit committee, the 5 consecutive years of highest earnings.
For disabled workers with 20 years or more of service only.
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Chart 7. Monthly Disability Retirement Benefits' for Workers Ineligible
for Social Security Disability Benefits, by Selected Assumed Annual
Earnings Levels and Service Periods, Winter 1962-63*
Monthly benefit
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! Median monthly benefits and ranges within which fefl 50 percent and 80 percent of the workers.
2 Based on a study of 15,818 private pension plans covering 15.6 million active workers in 1961.
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In contrast, for workers eligible for social security, total retirement benefits
(private plan plus social security benefit) ranged from 22 percent to almosdt
60 percent of preretirement earnings. (See tabulation on p. 47.)

Annual earnings

$3,600 _ $4,800 _ $6,000 _ $8,400

Service periods (years) Percent
10} co oo 18.7 14.0 11.2 8.0
15 wommec e mmdmmmmemcee 21.3 17,0 15.0 12.9
20 mmmm e 28.3 21.3 20.0 14.3
25 mmm e 28.3 25.0 22.6 18.0
. o Y 30.0 25.0 25.0 21.4

! Excludes a substantial number of workers in plans with higher qualify-
ing service requirements.

Method of Financing. Just as jointly financed plans had higher normal
benefits than entirely employer-financed plans, they also had higher disability
benefits. DBenefits in contributory plans were mostly computed on the basis of
earnings and service formulas (a percentage of earnings or contributions), 35 while
noncontributory plans reflected the computation of benefits by formulas stressing
service (uniform amounts for specified service or a fixed dollar amount multi~
plied by years of service) or by a percentage-of-earnings formula which was
generally reduced in whole or in part by social security.

Workers at the $4,800, 20-year level who also qualified for social security
benefits would receive median benefits of $49 a month from noncontributory plans
as compared with $62 from contributory plans, The disparity was far greater
for $8,400-a-year workers with similar service—$59 and $147, respectively.

Workers eligible for social Workers ineligible for social
security disability benefit security disability benefit
Selected annual earnings
and service periods Noncontributory Contributory Noncontributory Contributory
$4, 800:
10 years) mcecccmcm e $28 $40 $51 $55
15 years =---c-muccncrccaan 39 43 65 81
20 years =-—-==-==cm-cuoeun 49 62 84 96
25 years ~===-=mmwccccmccaa 63 74 97 118
30 years ~-~w-cmcmmmecoaan 73 87 100 135
$8, 400:
10 yearsl womccemcmmccaae 28 70 54 88
1S years =-voccecmvonnnaas . 41 108 84 110
20 years mm-==-m=cmmmmmmaaa 59 147 929 153
25 yearsam--=mmmcmccmovaae 78 183 110 190
30 years e-=-ccreccmacccacan 88 220 130 226

1 Excludes a substantial number of workess in plans with higher qualifying service requirements.

Both contributory and noncontributory plans provided greater benefit amounts
for workers ineligible for social security than for eligible workers. Owing,
however, to the inclusion in the noncontributory plans of the Automobile Workers
and Steelworkers plans that provided special disability benefits, the percentage
differences were greater than in contributory plans.

Although contributory plans almost always provided a higher proportion of
preretirement earnings than noncontributory plans, the proportion provided the

55 Since worker contributions are mostly based on yearly earnings, any computation of benefits based on such
contributions would be comnsidered as being based on earnings.
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$8,400 worker in both contributory and noncontributory plans was smaller than for
the $4,800 worker, as shown below. This stemmed, as it also does in normal
retirement benefits, from provisions in many plans favoring lower paid workers.

Workers eligible for social Workers ineligible for social
security disability benefit security disability benefit

Noncontributory Contributory Noncontributory Contributory

Selected annual earnings
and service periods Percent

$4, 800 per year:

10 years | —coommocao - 38.8 41,8 12.8 13.8

20 years -—----—ommmmmeoe 44.0 47.2 21.0 24.0

30 years —--~—----mmmmomn 50. 0 53.5 25.0 33.8
$8, 400 per year:

10 years -—m-ecccmmmmmmemm 22.1 28.1 7.7 12.6

20 years 26.6 39.1 14.1 21.8

30 years 30.7 49.6 18.6

1 Excludes a substantial number of workers in plans with higher qualifying service requirements.

Type of Employer Unit. Median benefits provided by single-employer plans
for workers with 20 years of service and also eligible for social security bene-
fits were much greater at the higher earnings level ($8,400) than those provided
by multiemployer plans; overall, at the $4,800 earnings level, they were about the
same. As shown below, multiemplaver plans paid about the same benefits at the
two earnings levels because they usually provided uniform benefits for il pension-
ers with the same amount of service or for all who qualified for a pension.

Workers eligible forsocial =~ Workers ineligible for social

security disability benefit security disability benefit
Selected service periods,
annual earnings, and Single Single
method of financing employer Multiemployer  employer Multiemployer
15 years:
$4, 800 per year =-------~ $39 $42 $76 $46
Noncontributory -----=- 39 42 76 46
Contributory ==--------= 44 ) 84 &)
$8,400 per year ~=-w-w--u- 42 45 100 46
Noncontributory =------- 41 42 100 46
Contributory =----~=~-=- 110 ( 1 ) 111 ( 1 )
20 years:
$4, 800 per year ----~=w-== 52 50 90 50
Noncontributory =-=w-w- 52 50 90 50
Contributory ---=-----= 61 ( 1 ) 100 ( 1 )
$8,400 per year «~-~=-=--~= 76 50 112 50
Noncontributory --~-=w=~- 60 50 112 50
Contributory =--=-==-== 147 () 156 )

! Number of workers not sufficient for selection of median.

The method of financing also had little effect on benefit levels in single-
employer plans. Only the median benefit for the $8,400, 20-year man eligible
for social security reflected the influence of contributory plans.

Single-employer plans provided significantly higher benefits for workers
ineligible for social security benefits than for qualified workers. For example,
benefits for ineligible workers with 15 years of service were about twice those
provided eligible workers. A similar but smaller difference was found at the
20-year level. As previously noted, these differences reflect, for the most
part, special disability benefits provided in single-employer pattern plans ne-
gotiated by the Automobile Workers, Steelworkers, and Rubber Workers. On
the other hand, since multiemployer plans rarely took social security benefits
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into account in the disability benefit formula, benefits were identical whether
the worker was eligible or ineligible for social security benefits.

As a result, total disability retirement income (plan benefit plus social se-
curity) for the $4,800-a-year worker with 20 years of service was about 45 per-
cent of predisablement income under both single-employer and multiemployer
plans. On the other hand, at the $8,400 earnings level (which would include
few blue-collar workers covered by multiemployer plans), single-employer plans
provided almost 30 percent of predisablement earnings while multiemployer plans
provided only about 25 percent. Furthermore, the proportion of preretirement
earnings provided workers ineligible for social security benefits was considerably
lower in multiemployer plans. Single-employer plans provided a more favorable
portion of preretirement earnings for the ineligible group, but only about half
of the total retirement income payable to workers in the same plans who quali-
fied for social security benefits,

Workers eligible for social ~ Workers ineligible for social

security disability benefit security disability benefit
Single Single
Selected service periods, employer Multiemployer employer Multiemployer
annual earnings, and
method of financing Percent
15 years:
$4, 800 per yedr —-----~=~e-- 41.5 42.2 19.0 11.5
Noncontributory =-------~ 41.5 42,2 19.0 11.5
Contributory ==-=-==-=-== 42.8 &) 21.0 &)
$8,400 per year —=-~-~-=---- 24.1 24.6 14.3 6.6
Noncontributory=~=~~---~= 24.0 24.1 14.3 6.6
Contributory -----~-~«--~ 33.9 (l ) 15.9 ( 1 )
20 years:
$4, 800 per year ~=-~-------- 44. 8 44.2 22.5 12.5
Noncontributory --------- 44.8 44.2 22.5 12.5
Contributory =m=---=--==== 47.0 (1) 25.0 H
$8,400 per year ==~~---m-om-- 29.0 25.3 16.0 7.1
Noncontributory =-------- 26.7 25.3 16.0 7.1
Contributory -----cem-=-- 39.1 (! ) 22.3 ( 1 )

1 Number of workers not sufficient for selection of median.

Collective Bargaining. Benefits in nonbargained plans were greater than in
bargained plans for workers with the same service and earnings, except for pro-
duction workers earning $4,800 a year. Differences were much more pro-
nounced, for workers qualified for social security, at the $8, 400 level than at
the $4,800 level.

Workers eligible for social ~ Workers ineligible for social
security disability benefit security disability benefit

Mentioned in Not mentioned Mentioned in Not mentioned

Selected service periods, a collective in a collective a collective in a collective
annual earnings, and bargaining bargaining bargaining bargaining
method of financing agreement agreement agreement agreement

15 years:
$4, 800 per year ~-=-~==== $39 $40 $75 $64
Noncontributory ====-=-= 39 34 68 60
Contributory --------- 38 56 88 65
$8,400 per year =----~--= 41 86 84 105
Noncontributory ------ 41 68 84 100
Contributory =-------- 110 113 110 140

20 years:
$4, 800 per year ~-~-=--~= 51 56 85 80
Noncontributory --=-=--- 50 50 85 75
Contributory --------- 54 76 107 86
$8,400 per year ~-=-==--= 60 113 100 141
Noncontributory =---=~- 56 94 100 140
Contributory =--==-=-=- 147 158 140 187
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These differences, as was previously demonstrated, were attributable to the
greater prevalence of formulas based on service only in negotiated plans and the
more frequent inclusion of employee contributions in nonnegotiated plans.

Because of the special disability benefits in large negotiated plans, benefits
for $4,800-a-year workers ineligible for social security payments did not differ
significantly in bargained as in nonbargained plans. On the other hand, at the
$8,400 level, benefits for ineligible workers in nonbargained plans were sub-
stantially higher than those in bargained plans. On the whole, benefits for in-
eligible workers in nonbargained plans reflected the level set by the application
of the standard l-percent formula (e.g., $60 and $80 monthly for the $4,800-
a-year worker and $105 and $140 monthly for the $8,400-a-year worker with
15 and 20 years of service, respectively). The slight decrease in benefits for
workers in nonbargained plans at the $4,800 level was due to the absence of
the previously mentioned special benefits provided workers in bargained plans,
while, at the $8,400 level, benefits were 33 to 40 percent greater.

As a result, total retirement benefits (private plan plus social security)
at the $4,800, 20-year level, as shown below, were close to 45 percent of pre-
retirement earnings for workers eligible for social security payments in both
bargained and nonbargained plans. Workers ineligible for social security in
both types of plans would, on the average, receive about half this amount.

Workers eligible for social =~ Workers ineligible for social
security disability benefit security disability benefit

Mentioned in Not mentioned Mentioned in Not mentioned
a collective in a collective a collective in a collective

bargaining bargaining bargaining bargaining
Selected service periods, agreement agreement agreement agreement
annual earnings, and
method of financing Percent
15 years:
$4, 800 per year ---------- 41.5 41.8 18.8 16.0
Noncontributory ~------- 41.5 40, 2 17.0 15.0
Contributory =—--w-=---=- 41.2 45. 8 22.0 16.2
$8,400 per year ~---------~ 24.0 30.4 12.0 15.0
Noncontributory ~=----== 24.0 27.8 12.0 14.3
Contributory ----------- 33.9 34.3 15.7 20.0
20 years:
$4, 800 per year ~--------== 44.5 45. 8 21.2 20.0
Noncontributory «==----- 44.2 44,2 21.2 18.8
Contributory -~-~=-=---- 45.2 50. 8 26.8 21.5
$8,400 per year ~m-m-=n---- 26.7 34.3 14.3 20.1
Noncontributory ---~=--- 26. 1 31.6 14,3 20.0
Contributory -~---==-~-= 39,1 40.7 20.0 26. 7

Types of Workers Covered. Plans exclusively for salaried workers—mostly
nonbargained contributory plans—provided larger disability benefits than those
for production workers or those for both salaried and production workers,
chiefly due, as previously discussed, to the differences in formulas used to
compute benefits,
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Type of worker covered

Selected service periods, Salaried
annual earnings, and and

method of financing production Production  Salaried

15 years:
$4, 800 per year =-~--=-~-- $38 $39 $43
Noncontributory ~------ 34 39 41
Contributory -----=---- 39 1 65
$8,400 per year -=-=~-=-~~~ 42 42 81
Noncontributory--==---~ 41 41 75
Contributory =------=-= 110 hH 124

20 years:
$4, 800 per year ~--~----~~ 51 50 60
Noncontributory =------ 48 50 56
Contributory -=--===-=-- 60 ( ! 90
$8,400 per year ~-------=- 76 56 108
Noncontributory -=----- 76 551 86
Contributory ---=====-= 147 &) 1

1 Number of workers not sufficient for selection of median.

Disability plan benefits for workers ineligible for social security benefits
were greater, as shown by comparing the tabulation below with the previous
one, than for eligible workers, in all cases because of the influence of the
special disability benefits already discussed. The difference for production
worker plans (except for those with 15 years of service or less) was usually
smallest because a large proportion of the workers in such plans belong to multi-
employer plans, which generally provided the same benefits for both eligible
and ineligible workers.

Type of worker covered

Selected service periods, Salaried
annual earnings, and and

method of financing production Production  Salaried

15 years:
$4, 800 per year ===-==--=~ $60 $70 $75
Noncontributory==~----~ 60 70 75
Contributory 89 M 90
$8,400 per year 105 75 113
Noncontributory ------- 105 75 106
Contributory ---=---=--=- 110 Y 147

20 years:
$4, 800 per year —~---=~--~~ 85 70 90
Noncontributory -------~ 85 66 88
Contributory =-=-------~ 100 ( 1 ) 95
$8,400 per year ====~----- 140 75 150
Noncontributory =------ 140 74 142
Contributory =--=-==-=- 150 &) 195

1 Number of workers not sufficient for selection of median.

Reflecting these factors, the highest proportions of predisability earnings
would be provided by salaried worker plans, regardless of social security status;
the lowest proportions would be provided by plans covering production work-
ers only.

Industry. As in the case of normal retirement benefit levels, the pattern
of benefits by industry group showed wide disparity. Industries distinguished
by collective bargaining, entire financing by employer, and multiemployer plans
for production workers that usually based benefits on service aione, generally
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revealed the lowest benefits, Industries with a large number of nonbargained,
contributory, single-employer plans, typically with benefits based on earnings
as well as service, usually revealed the highest benefits. For example, bene-
fits for workers qualified for social security in the finance industry (primarily
nonbargained plans) were the highest and showed the widest dispersion at the
selected earnings levels (table 19). The construction industry (dominated by
multiemployer plans) generally had the lowest benefits and showed little varia-
tion in benefits at the selected earnings levels.

A similar pattern of benefits prevailed for workers not eligible for social
security benefits (table 20). The disparity between benefits provided eligible
as compared to ineligible workers was likewise chiefly due to formula differences.
For example, in the communications industry {predominantly telephone company
plans), the application of the unreduced normal or minimum formulas (page 48)
resulted in three times the benefit provided eligible workers with 15 years of
service. The remaining industries, except for mining, manufacturing, and fi-
nance, showed little varifition from benefits provided eligible workers, due mainly
to the high prevalence of plans with benefits based on service alone. In one
industry-—wholesale trade—benefits for ineligible workers declined slightly be-
cause some plans did not pay benefits unless the worker was also eligible for
social security.

Total retirement income (private plan benefit plus social security benefit)
as a proportion of predisablement income followed the same pattern as private
plan benefits. The proportions at the 15-year service level ranged for the
$4,800-a-year worker, as shown below, from 40 percent in the construction
industry to 50 percent in finance; for the $8,400-a-year worker, from nearly
25 percent to 40 percent, respectively.

Selected annual earnings and service periods

$4, 800 $8,400

15 years 20 years 15 years 20 years

Industry Percent
All industries? ~----mocooooo- 41.5 44.3 24.1 27. 4
Mining ---=~=~=-c-emmomecns 41.3 44.8 23.7 29.0
Contract construction =~=---~--~~ 40. 8 43. 8 23.3 25.0
Manufacturing =--------«==e--- 41.3 44.5 24.0 26.7
Transportation = ------eeueo oo 44.3 44.3 25.3 25.3
Communications and public
utilities —----ooowommoaaan 37.0 37.0 24.0 29.0
Wholesale and retail trade ----- 41.5 41.8 23.8 25.8
Wholesale trade ~--~-=--=nc- 41.3 41.3 23.7 23.7
Retail trade ------—-eouee 42.0 45.3 31.0 34.0
Finance, insurance, and
real estate ~---~wcomcmommmen 48. 8 55.5 40. 7 48.0
Services —----=-wmcemcnceeen 37.8 43.3 21.6 26.1

1" Includes industries for which data are not shown separately.

The proportions of predisability income replaced, assuming the worker
was ineligible for social security benefits, were, except in finance, much lower—
rarely exceeding 25 percent.
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Table 11. Disability Retirement Provisions in Private Pension Plans by Type of Employer Unit,

Method of Financing, and Collective Bargaining Status, Winter 1962-63

(Workers in thousands)

All plans \ With disability Without disability
Item . retirement retirement
Number ! Workers!’ I Plans Workers! Plans Workers'
: ;
All plans studied 15,818 | 15,621 | 8,193 10,895 7,625 4,726
T H
Single employer 14,890 ' 11,742 7,484 8, 688 7,406 3,055
Noncontributory ___ 10,657 1 8,454 s 5,544 6,595 5,113 1,859
Mentioned in a collective :
bargaining agreement ——........ 3,933 5,668 2,643 4,22 1,290 746
Not mentioned in a collective
bargaining agreement ... 6,724 ! 2,787 i 2,901 1,674 3,823 1,113
Contributory 4,233 ! 3,288 : 1,940 2,093 2,293 1,195
Mentioned in a collective
bargaining agreement .o 1,034 1,495 452 994 582 502
Not mentioned in a collective )
bargaining agreement - 3,199 1 1,793 1,488 1,099 1,711 693
Multiemployer 928 ! 3,878 709 2,207 219 1,671
Noncontributory oo ooocomccacaeo 869 I 3,212 679 1,984 190 1,228
Mentioned in a collective
bargaining agreement - 810 | 3,176 625 1,962 185 1,214
Not mentioned in a collective !
bargaining agreement .ceeee_. 59 | 36 54 22 5 14
Contributory 59 } 666 30 223 29 443
Mentioned in a collective l
bargaining agreement oo 18 ! 356 14 48 4 308
Not mentioned in a collective
bargaining agreement —u..._. 41 310 16 175 25 135
! Active workers in 1961.
NOTE: Because of rounding, sums of individual items may not equal totals.
Table 12, Disability Retirement Provisions in Private Pension Plans by Industry, Winter 1962—63
{Workers in thousands)
All plans With disability Without disability
Industry retirement retirement
Number Workers' Plans Workers! Plans Workers'
All plans studied 215,818 215,621 8,193 10,895 7,625 4,726
Mining 316 327 153 52 163 275
Contract construction wmeeececcaccvmcoceee- 449 1,072 301 597 148 475
Manufacturing 9,257 9,678 5,183 7,342 4,074 2,336
Transportation 673 1,286 448 962 225 324
Communications and public utilities - 849 1,270 215 944 634 326
Wholesale and retail trade - 1,627 920 533 386 1,094 534
Wholesale trade - 1,147 479 412 243 735 236
Retail trade 480 440 121 143 359 298
Finance, insurance, and real estate .._. 1,853 733 1,001 436 852 298
Services 719 308 350 163 369 145

! Active workers in 1961.

2 Includes industries for which data are not shown separately.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 13.

Workers Covered, Winter 1962—63

(Workers in thousands)

Disability Retirement Provisions in Private Pension Plans by Number of Active

57

All plans With .disability Withou_t disability
Number of workers covered retirement retirement
Number Workers! Plans Workers! Plans Workers!

All plans studied 15,818 15,621 8,193 10,895 7,625 4,726
Under 200 9,914 704 4,709 297 5,205 407
200 and under 500 -. — 2,595 810 1,396 445 1,199 366
500 and under 1,000 . 1,336 905 781 529 555 377
1,000 and under 5, 000 1,490 3,229 955 2,143 535 1,086
5,000 and under 10, 000 .. 241 1,677 159 1,117 82 560

145 2,171 114 1,685 31 486
25,000 and under 50, 000 ... 65 2,209 56 1,923 ! 9 286
50, 000 and under 100, 000 .. 17 1,172 13 913 ! 4 259
100,000 and over 15 2,742 10 1,843 I 5 899

! Active workers in 1961.

NOTE: Because of rcunding,

sums of individual items may equal totals.

Table 14. Minimum Age and Service Requirements for Disability Retirement in Private Pension Plans, Winter 1962—63!
(Workers in thousands)
Minimum age requirements?
Minimum service All plans
requirements? No age 45 and under 50 55 60
(years) requirement
Number Workers| Plans {Workers | Plans | Workers | Plans | Workers | Plans |Workers |Plans {Workers
All plans with dis-

ability retirement .. 8,193 10,895 6,127 7,766 4194 419 1,011 1,624 708 823 153 263

No service require-
ment e 309 410 263 328 i 13 15 45 15 18 15 6
Less than 5 857 317 612 i97 11 7 156 70 78 42 - -
1,445 236 1,399 203 - - 10 7 36 27 - -
156 42 156 42 - - - - - - - -
947 2,074 743 1,683 66 143 105 207 26 36 7 5
70 128 42 107 - - 27 16 1 5 - -
3,695 6,214 2,507 4,401 108 161 533 1,074 541 516 6 61
150 132 45 27 - - 103 42 - - 2 63
384 944 207 558 6 55 39 63 9 142 123 127
170 301 145 191 2 39 21 34 2 38 - -
1 25 - - - - 51 25 - - - -
9 72 8 31 - - 1 42 - - - -

1
2

was selected.

Based on a study of 15,818 private pension plans covering 15. 6 million active workers in 1961,
For those plans that specified a period of employment to be served before participation in the plan could begin, the
minimum service requirement includes the preparticipation service and the required plan membership service.

Some plans specified alternative requirements; in each case,

the one with the earliest age or no age requirements

Includes 11 plans, covering 10,000 workers that specified age 25, and 5plans, covering 34,000 workers that specified age 40.

This plan specified age 47,

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 15. Waiting Period for Disability Retirement Benefits in Private Pension Plans by Industry, Winter 1962-63"

{Workers in thousands)

Waiting period

All plans No waiting 1 and less than 6 7 and less than When a}ccldent
Industr eriod 6 months months 12 months and sickness
Yy ) m
benefits cease
Num- Work- Plans Work- Plans Work- Plans Work- Plans Work- Plans Work-
ber ers ers ers ers ers ers
All plans with disability
retirement “--—ee—-- e 38,193 [310,895] 3,219 3,619 633 926 2,923 1 5,012 486 454 721 823
Mining 153 52 64 14 - - { 85 28 4 10 - -
Contract construction - 301 597 58 230 112 58 124 287 1 21 - -
Manufacturing 5,183 7,342| 1,681]1,755 230 765 . 2,256 | 3,859 165 291 %640 612
Transportation -----—---=-----mmu- 448 962 284 412 25 26 130 482 4 7 5 36
Communications and |
public utilities -----r---r-mmme oo 215 944 162 794 21 12 ! 20 119 3 10 k3 8
Wholesale and retail trade 533 386 164 148 211 40 | 127 136 5 23 26 39
Wholesale trade 412 243 63 75 209 23 & 115 106 1 9 24 | 29
Retail trade 121 143 101 72 2 17 ! 12 30 4 14 2 10
Finance, insurance. and I |
real estate - 1,001 436 477 198 31 17 159 48 291 85 43 | 88
Services 350 163 329 67 - - 16 48 2 6 3 L 41

W N

company's group life insurance program were exhausted.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Include 211 plans, covering 61, 000 workers, for which information was not available.
Includes industries for which data are not shown separately.

Includes 2 plans, covering 106, 000 workers, that deferred payment until permanent and total disability benefits
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Table 16. Provisions for Deduction of Social Security Disability Benefits and Workmen'’s Compensation Benefits
From Private Pension Plan Disability Benefits, by Industry, Winter 1962-63"
(Workers in thousands)
Plans deducting social security only
All plans No deductions All soglal One-‘hal‘f | $80 E.l month
Industry Total security social (su.bJ.eC‘ to
disability security minimum
benefits benefits fc)rmula)Z
N;:m- Work- [ pans Worfc- Plans | WO | prans| WOk~ | pluns | Work- | plang | Work-
er ers ers ers ers ers ers
All plans with disability
retirement -———————-m—mmmemmememeeo 38,193 1%10,895 | 4,405 | 5,040 815 | 2,437 307 357 12711,030 381 1,051
Mining 153 52 4 10 37 20 2 2 - - 35 18
Contract construction - 301 597 262 499 21 18 21 18 - - - -
Manufacturing -———-—- 5,183 7,342 | 2,464 | 3,384 423 1,531 155 218 45 306 223 1,007
Transportation —----—- e 448 962 309 437 80 81 79 76 1 5 - -
Communications and public
utilities 215 944 156 113 45 703 4 8 33 683 8 1z
Wholesale and retail trade - 533 386 276 301 17 6 2 *) - - 15 6
Wholesale trade - 412 243 167 183 17 6 2 *) - - 15 6
Retail trade = 121 143 109 118 - - - - - - -
Finance, insurance, and real |
estate 1,001 436 693 159 87 58 39 22 48 36 - -
Services 350 163 238 128 105 20 5 12 - - 100 8
Plans deducting social security and
workmen's compensation Pl
ATl social ans
N - One-half deducting e
security ; P g Information
disabilit social security| workmen's | 1% oiiap)
Total - y berefits and compensation €
benefits and . P
workmen's workmen's only
. compensation
compensation
All plans with disability retirement e 971 {1,071 680 745 291 328 1,673(2,265 329 79
Mining 111 17 111 17 - - 1 4 - -
Contract construction - - - - - - 8 69 10 10
Manufacturing 546 799 280 606 2606 193 1,437,1,572 313 56
Transportation 25 60 25 60 - - 34 383 - -
Communications and public utilities 10 108 3 23 7 85 4 19 - -
Wholesale and retail trade --~-—-—---—— 212 30 200 5 12 25 26 41 2 8
Wholesale trade 212 30 200 5 12 25 14 16 2 8
Retail trade - - - - - - 12 25 - -
Finance, insurance, and real estate--——=--—---—--u 62 49 56 25 6 24 155 165 4 5
Services 5 8 5 8 - - 2 6 - -
! Based on a study of 15, 818 private pension plans covering 15.6 million active workers in 1961.
¢ Includes 8 plans covering 12, 000 workers that used other deductions, such as $85 a month.
j Includes industries for which data are not shown separately.

Fewer than 500 workers.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 17. Monthly Private Pension Plan Disability Retirement Benefits ' for Workers Eligible for,

Social Security Disability Benefits. by Selected Assumed Annual Earnings Levels
and Service Periods, Winter 1962—632

{Workers in thousands)

Assumed annual earnings

Monthly benefit $3,600 $4,800 $6,000 $8,400
Plans l Workers Plans Workers Plans T Workers Plans l Workers
10 years of service
Total 3,774 3,116 3,774 3,116 3,774 3,116 3,774 3,116
None * 216 244 262 237 232 164 226 109
Under $10 887 185 117 109 116 110 95 70
$10 and under $20 - 554 398 1,172 302 788 208 36 94
$20 and under $30 - 566 1,483 452 1,487 626 1,404 623 1,251
$30 and under $40 - 285 314 340 215 399 386 759 231
$40 and 644 218 685 294 592 162 709 307
$50 and 212 82 193 149 375 79 358 225
$60 and 143 38 207 67 213 194 208 131
870 44 88 13 116 82 175 83 138
$80 5 13 69 49 10 31 63 28
$90 and under $100.. 200 9 10 16 6 23 139 65
$100 and under $125 .. 418 45 4254 77 86 137 132 270
$125 and under $150 - - - - 36 23 27 79
$150 and under $175 - - - - ‘213 20 10 16
$175 and under $200 __ —— - - - - - - 41 41
$200 and OVeT e — - - - - - - 265 63
15 years of service
Total 7,643 9,605 7,643 9,605 7,643 9,605 7,643 9,605
None? 601 857 650 850 555 523 552 417
Under $10- .. - 103 109 119 77 122 123 22 42
$10 and under $20 - - 1,561 583 601 273 153 436 65 190
$20 and under $30 - - 644 705 1,141 1,489 1,060 1,197 249 465
$30 and under $40 - - 1,846 3,532 1,760 2,744 1,881 2,285 1,262 2,033
$40 and under $50 . - 943 1,884 993 1,679 766 1,710 1,096 2,374
$50 and under $60 - - 507 821 472 649 852 765 945 736
$60 and under $70 - - 746 305 1,061 721 918 713 903 350
$70 and under $80 - - 103 419 126 372 375 395 332 385
$80 and under $90 - - 124 126 203 311 242 375 390 224
$90 and under $100 - 192 132 193 159 259 439 569 291
$100 and under $125 - 4273 131 50 186 141 393 560 995
$125 and under $150 . - - - 230 54 26 105 247 330
$150 and under $175 - - - 444 39 40 90 64 403
$175 and under $200 . - - - - 4253 58 20 146
$200 and under $225 .. - - - - - - 89 122
$225 and under $250 - - - - - - 215 30
$250 and over - - - - - - 63 70
20 years of service
Total 7,930 10,603 7,930 10,603 7,930 10,603 7,930 10,603
None ® 421 545 526 579 493 458 480 330
Under $10 227 162 107 60 26 71 20 30
$10 and 744 332 158 178 38 109 14 78
$20 and 1,055 474 695 1,222 233 361 127 318
$30 and 746 1,482 1,399 700 831 1, 348 256 333
$40 and under $50 945 1,524 731 935 1,343 749 531 616
$50 and under $60 1,330 3,788 1,359 3,985 1,485 3,630 889 2,551
$60 and 1,073 891 936 709 703 640 1,487 1,242
$70 and under $80 - 169 353 260 421 333 438 444 1,342
$80 and under $90 187 529 491 540 438 671 338 294
$€90 and under $100.- 562 173 663 509 842 395 1,067 386
$100 and under $125 ... 412 278 279 520 643 893 655 561
$125 and under $150 . - 15 32 39 110 181 473 655 692
$150 and under $175 .. ‘44 39 229 78 40 196 319 736
- - 14 18 23 55 162 254
- - ‘44 39 225 69 151 436
- - - - 10 16 30 210
- - - - 443 33 18 63
$275 and under $300 - - - - - - 220 58
$300 and over - - - - - - 67 75

See footnotes at end of table.
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Table 17.

Social Security Disability Benefits, by Selected Assumed Annual Earnings Levels
and Service Periods, Winter 1962—63?—Continued

{(Workers in thousands)

Monthly Private Pension Plan Disability Retirement Benefits ! for Workers Eligible for

Assumed annual earnings

Monthly benefit $3,600 $4,800 $6,000 $8,400
Plans —l Workers Plans Workers Plans Workers Plans l Workers
25 years of service
Total 8,080 10,811 8,080 10,811 8,080 10,811 8,080 T 10,811
==
None? 436 490 443 591 409 391 377 | 361
Under $10 66 151 22 39 20 30 20 30
$10 and under $20 . 505 145 178 145 129 179 137 71
$20 and under $30 . - 1,010 508 544 234 132 294 99 202
$30 and under $40 - - 868 1, 301 808 1, 346 565 301 246 269
$40 and under $50 .. - 445 602 911 438 388 332 84 250
$50 and under $60 . - 985 2,224 779 1,780 1,204 1,517 585 1,400
$60 and under $70 . - 1,482 2,011 1,418 2,170 1,404 2,724 1,028 802
$70 and under $80 .. - 584 1,866 611 1,709 693 1,604 410 1,293
$80 and under $90 - - 502 505 564 447 523 464 795 245
$90 and under $100 .. - 125 294 208 210 291 302 733 1,101
$100 and under $125 - 835 519 1,039 1,089 1,218 1,074 1,288 1,711
$125 and under $150 - 40 112 95 342 422 661 440 510
$150 and under $175 - 153 38 364 131 298 397 407 283
$175 and under $200 - 444 43 22 37 81 303 621 996
$200 and under $225 - - - 31 66 214 93 265 347
$225 and under $250 .. - - 443 37 12 46 114 142
$250 and under $275 - - - - - 477 102 67 252
$275 and under $300 . - - - - - - - 255 303
$300 and under $350 - - - - - - ~ 29 141
$350 and over - - - - - - 80 103
3¢ years of service

Total 8,084 10,871 8,084 10,871 8,084 10,871 8,084 10,871
None? 418 496 422 457 385 313 366 305
Under $10 12 16 42 174 43 100 31 86
$10 and under $20 oo 419 136 9 72 11 40 7 29
$20 and under $30 c—me 458 352 545 256 200 305 184 196
$30 and 1,138 1,372 638 299 510 245 178 198
$40 and 589 558 356 383 329 305 172 252
$50 and 561 1,294 905 2, 147 541 1,228 233 1,061
$60 and 1,031 1,457 831 1, 000 919 697 803 601
$70 and under $80 -. 1,201 1,968 1,157 2,110 1,180 1,692 607 754
$80 and under $90 - - 740 1,474 900 1,482 785 2,282 628 1,195
$90 and under $100 .. - 296 651 448 507 456 565 453 261
$100 and under $125 .. - 429 720 614 844 577 761 854 479
$125 and under $ 150 . - 565 217 693 588 1,174 821 1,158 2,304
$150 and under $175 —_ - 26 58 262 242 316 567 414 439
$175 and under $200 .. - 157 58 168 141 270 360 698 400
$200 and under $225 .. - t44 43 27 79 262 250 409 680
$225 and under $250 - - - - 467 90 29 143 217 511
$250 and under $275 -. - - - - - 20 81 182 225
$275 and under $ 300 - - - - - - 10 28 272 104
$300 and under $350 ... - - - ‘67 90 105 490
$350 and under $400 ... - - - - - - 27 160
$400 and over - - - - - - 86 142

oW

NOTE: Because of rounding,
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Computation of benefit amounts was based on current benefit formulas,
Based on a study of 15,818 private pension plans covering 15,6 million active workers in 1961.
No pension was provided because of the deduction of assumed social security disability benefits.

Where higher benefit amounts were relatively few and widely scattered they were accumulated in this interval.

assuming a constant level of earnings.

sums of individual items may not equal totals.
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Table 18.

Social Security Disability Benefits. by Selected Assumed Annual Earnings Levels

and Service Periods, Winter 1962—63%

{(Workers in thousands)

Monthly Private Pension Plan Disability Retirement Benefits ! for Workers Ineligible for

Assumed annual earnings

Monthly benefit $3,600 $4,800 $6, 000 $8,400
Plans Workers Plans Workers Plans 1 Workers { Plans l Workers
10 years of service
Total 3,774 3,116 3,714 3,116 3,774 | 3,116 3,774 1 3,116
None 3 695 181 695 181 684 k 154 680 145
Under $10 812 137 38 52 39 | 60 20 27
$10 499 373 1,175 281 764 [ 135 30 55
$20 484 302 370 340 555 359 558 236
$30 280 161 333 192 391 ! 223 754 201
$40 135 95 180 110 77, 122 186 184
$50 289 1,288 238 1,118 440 1,093 403 1,089
$60 4 137 153 194 111 186 ! 136 123 | 108
$70 45 106 25 227 85 1 148 146 H 186
$80 7 74 87 161 21 91 66 | 90
$90 and under $100.. 215 36 10 16 7 100 134 17
$100 and under $125 - 152 126 404 231 247 | 298 291 326
$125 and under $150 - 3 13 1 11 43 76 36 172
$150 and under $175 - 7 56 2 13 211 31 16 110
$175 and under $200 - ‘14 16 2 6 4 24 48 54
$200 and under $225 - - - 420 67 - - 262 38
$225 and under $250 .. - - - - 1 13 -~ -
$250 and under $275 __ - - - - 6 43 1 11
$275 and under $300 - - - - *13 11 6 1
$300 and under $350 - - - - - - 7 i9
$350 and over - - - - - - 7 46
15 years of service

Total 7,643 9,605 7,643 9,605 7,643 9,605 7,643 9,605
None ? 683 269 683 269 668 233 668 233
41 21 51 38 51 38 21 35

1,219 430 477 175 68 167 49 128

567 534 886 544 848 348 120 262

937 866 932 751 1,001 712 544 576

628 1,415 672 530 430 494 731 369

$50 and under $60 ... 795 942 651 930 1,017 880 910 871
$60 and under $70 .- 790 689 1,107 1,596 671 527 637 395
$70 and under $80 - 707 948 699 767 1,142 1,831 857 712
$80 and under $90 - 182 1,239 261 1,458 330 1,286 418 1,071
$90 and under $100 - 396 625 429 499 431 583 789 423
$100 and under $125 .. 520 1,446 335 1,593 447 1,630 968 2,975
$125 and under $150 . - 13 36 252 209 41 306 223 262
$150 and under $175 .- - 149 114 179 140 207 335 267 481
$175 and under $200 - t16 29 7 26 266 136 32 278
$200 and under $225 --. - - 8 58 2 15 99 272
$225 and under $250 .. - - - ‘14 24 2 11 22 53
$250 and under $275 - - - - - 6 43 53 109
$275 and under $300 - - - - - - ‘6 35 - -
$300 and under $350 - - - - - - - - -
$350 and over -_. - - - - - - - 31 100

See footnotes at end of table.
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Table 18.

and Service Periods, Winter 1962—63%—Continued

~ (Workers in thousands)

Monthly Private Pension Plan Disability Retirement Benefits ' for Workers Ineligible for
Social Security Disability Benefits, by Selected Assumed Annual Earnings Levels

Assumed annual earnings

Monthly benefit $3,600 $4,800 $6,000 $8,400
Plans Workers Plans I Workers Plans Workers Plans T Workers
20 years of service

Total woeeeen . 7,930 10,603 7,930 10,603 7,930 10,603 7,930 10,603
None? 624 229 624 229 606 160 606 160
Under $10 60 26 50 33 25 64 20 30
$10 and under $20 561 221 77 68 18 60 8 63
930 347 542 241 152 200 96 175

578 514 1,212 536 673 363 197 291

795 748 620 550 1,032 408 423 358

360 1,418 473 1,372 672 1,451 239 1,222

1,539 897 1,107 761 912 626 1,573 534

314 542 428 531 449 411 360 382

414 1,451 749 1,541 564 460 398 320

$90 and under $100__. 436 489 427 511 490 526 712 464
$100 and under $125 .. 974 3,077 964 3,072 1,317 4,168 1, 106 2,518
$125 and under $150 . 36 423 52 439 297 628 692 1,767
$150 and under $175 . 152 150 389 494 214 367 613 788
$175 and under $200 _ 9 36 23 8l 38 227 153 403
$200 and under $225 . 135 23 173 96 394 319 331 299
$225 and under $250 _ 413 11 5 14 19 43 54 242
$250 and under $275 - - - 1 13 43 87 19 134
$275 and under $300 _ - - %14 22 - - 240 231
$300 and under $350 . - - - - 415 36 20 80
$350 and under $400 - - -~ - - - _ 45 84
$400 and over - - - - - _ 25 57

25 years of service

Total 8,080 10,811 8,080 10,811 8, 080 10,811 8,080 10,811
None 3 623 227 623 227 605 159 586 150
Under $10 10 13 20 30 20 30 20 30
$10 and 414 106 53 53 9 85 22 36
$20 and 681 241 361 115 63 109 33 93
$30 and 661 384 641 334 492 219 182 201
$40 and 381 422 689 319 329 237 66 216
$50 and 875 1,644 706 1,529 1,084 1,375 524 1,310
$60 and 712 464 681 453 494 470 637 361
$70 and 883 1,072 847 765 776 689 619 532
$80 and 641 1,362 526 444 523 349 808 302
$90 and 480 506 396 371 607 358 574 337
$100 and under $125 - 784 1,894 1,034 3,176 775 1,730 870 1,465
$125 and under $150 - 570 1,916 762 2,002 1,173 3,387 721 1,617
$150 and under $175 - 74 436 336 325 354 532 357 327
$175 and under $200 - 39 49 48 244 155 301 734 2,147
$200 and under $225 - 105 50 171 325 329 167 502 341
$225 and under $250 . *147 27 16 37 40 237 125 236
$250 and under $275 . - - 155 27 199 286 289 209
$275 and under $300 . - - *i5 35 7 20 254 242
$300 and under $350 - - - - 446 73 43 294
$350 and under $400 - - - - - - - 54 266
$400 and OVer emmeaene - - - - - - 60 99

See footnotes at end of table.
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Table 18.

and Service Periods, Winter 1962—632%—Continued

___(Workers in thousands)

Monthly Private Pension Plan Disability Retirement Benefits ! for Workers Ineligible for
Social Security Disability Benefits, by Selected Assumed Annual Earnings Levels

Assumed annual earnings

Monthly benefits $3,600 $4,800 $6,000 $8,400
Plans l Workers PlansJ Workers Plans Workers Plans L Workers
30 years of service

Total 8,084 10,871 8,084 10,871 8,084 10,871 8,084 10,871
None * 625 279 624 238 605 159 586 i50
Under $10 10 13 20 30 20 30 20 30
363 74 3 63 z 21 2 21

$20 and under $30 . - 293 139 339 97 32 150 19 81
$30 and under $40 - - 712 312 560 233 493 202 167 175
$40 and under $50 - - 497 339 193 260 225 204 93 157
$50 and under $60 - - 549 1,340 765 1,219 548 1,209 242 1,119
$60 and under $70 - - 1,112 797 841 653 860 441 830 447
$70 and under $80 - - 616 639 575 546 492 547 356 470
$80 and under $90 - - 537 333 716 341 579 263 476 2ié
$90 and under $100.. - 759 1,817 781 122 874 635 687 419
$100 and under $125 - 879 1,774 872 2,914 606 1,477 666 562
$125 and under $150 - - 216 732 330 629 741 710 660 1,219
$150 and under $175 - - 578 1,854 971 1,980 923 3,287 767 1,592
$175 and under $200 .. - 54 312 85 267 299 386 688 370
$200 and under $225 .. - 14 38 77 275 296 198 367 1,774
$225 and under $250 . - 4270 79 136 263 187 313 416 561
$250 and under $275 - - - 15 56 68 207 292 255
$275 and under $300 ... - - *181 86 14 151 259 148
$300 and under $350 —.._. - - - - 170 205 328 428
$350 and under $400 . - - - - 450 8 55 312
$400 and under $500 - - - - - - 55 269
$500 and over - - - - - - 53 95
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See footnote 1, table 17.
See footnote 2, table 17,
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See footnote 4, table 17.

No pension was provided to workers ineligible for social security disability benefits,

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 19. Median Monthly Private Pension Plan Disability Benefits for Workers Eligible for
Social Security Disability Benefits, at Selected Assumed Annual Earnings Levels
and Service Periods, by Industry, Winter 196263

Assumed annual earnings levels and service periods
Industry $4,800 $8,400

15 years 20 years 15 years 20 years
All industries® $39 $51 $42 $65
Mining 39 52 39 76
Contract construction 36 48 36 48
Manufacturing 39 52 42 60
Transportation 50 50 50 50
Communications and public utilities ---———~——=—— 21 21 41 76
Wholesale and retail trade ————meemomom e e 39 40 42 54
Wholesale trade 38 40 39 40
Retail trade 42 55 91 111
Finance, insurance, and real estate ~——-——--—- 75 100 165 209
Services 24 46 24 56

! Includes industries for which data are not shown separately.

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

Table 20. Median Monthly Private Pension Plan Disability Benefits for Workers Ineligible for
Social Security Disability Benefits, at Selected Assumed Annual Earnings Levels
and Service Periods, by Industry, Winter 1962-63

Assumed annual earnings levels and service periods
Industry $4,800 $8,400

15 years 20 years 15 years 20 years
All industries! $68 $85 $90 $100
Mining 90 100 100 100
Contract construction 36 48 38 50
Manufacturing 80 90 90 100
Transportation 50 50 50 50
Communications and public utilities --==m—mr—m-m 60 85 105 140
Wholesale and retail trade ~———-—ws-mmmmmmemaae o~ 36 40 39 51
Wholesale trade 29 36 30 36
Retail trade 42 56 94 120
Finance, insurance, and real estate--——-—--—-- 120 133 210 233
Services 30 60 50 73

! Includes industries for which data are not shown separately.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Chapter IV. Early Retirement

In contrast to disability retirement, which may be regarded as a special
type of early retirement designed expressly for workers who are permanently
incapacitated, regular early retirement provisions cover situations where, for
other reasons, retirement before normal retirement age (usually age 65) appears
desirable or necessary. For example, some workers may desire to retire early
because of ill health, loss of skill, or other personal reasons. For these and
other reasons related to changes in manpower requirements, employers may also
wish to retire workerg before the normal retirement age.

Early retirement provisions permit workers meeting specified age or serv-
ice requirements, or both, to retire on an immediate, reduced monthly retire-
ment benefit payable for life. 3 The benefits are usually much less than those
for disability retirement because, as pointed out in the previous chapter, dis-
ability retirement benefits are frequently equal to or greater than normal re-
tirement benefits for equivalent earnings and service. Although early retirement
benefits are always payable immediately, some plans allow the worker to defer
the receipt of benefits until he reaches normal retirement age, when they are
payable in the full amount.

Prevalence of Early Retirement Provision and Minimum Requirements %7

About 3 out of 4 private pension plans, with the same proportion of workers,
provided early retirement (table 21). The provision was far more common among
single-employer plans than among multiemployer plans. This marked difference
was also reflected in the greater prevalence of early retirement provisions in
contributory plans, in plans not mentioned in collective bargaining agreements, and
in salaried workers' plans. The prevalence of early retirement provisions among
industries was also strongly influenced by the presence of multiemployer plans.

In general, length-of-service requirements for early retirement were not
significantly different from those for disability retirement. Fifteen years of
service was the most common requirement for early retirement as it was for
disability retirement—more than 1 out of 4 plans and workers (table 22). Ten
years were needed in a sixth of the plans with a fourth of the workers. A fourth
of the workers were in plans requiring 20 years or more of service, and a fifth
of the workers were in plans specifying less than 10 years.

Minimum age requirements, on the other hand, were much more common
for early than for disability retirement, and where specified, were at higher
ages. Almost 95 percent of the plans with early retirement, with over 85 percent
of the workers, stipulated age 55 or 60. The combinations of age 55 and 10 or
15 years of service were specified in plans with over 20 percent of the workers.
Another 30 percent were in plans requiring the attainment of age 60 and 10 or
15 years of service.

56 1f the full accrued benefit is payable before the normal retirement age specified in the plans, it is regarded
in this study as a normal retirement benefit unless the employer's consent is required. (See definition of normal re-
tirement age on p. 5.)

57 This section summarizes detailed data appearing in BLS Bulletin 1407, 1964, op. cit., pp. 24-35.
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The employer's consent or his request—a condition not present in disability
retirement—was required by almost half the plans with early retirement, cover-
ing two-fifths of the workers.

Plans Workers
Number
Conditions for early retirement Number Percent  (thousands) Percent
All plans with early retirement -------------->= 12,099 100.0 11,786 100.0
Solely at employee's option ==-----=--c-==-m=-=z 6,327 52.3 7,133 60.5
Employer's consent or request required ---------- 5,772 47.7 4,653 39.5
With employer's consent -----=-==cee-eommn 5,369 4.4 3,729 31.6
At employer's request =---cc-c--cmmccnocoaan 89 .7 273 2.3
At employer's request or consent ---------=-= 247 2.0 389 3.3
Under mutually satisfactory conditions ------- 55 .5 219 1.8
Other ~w-mmemcom oo ee 12 .1 43 .4

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

Almost all of these plans were single-employer plans, because only a small
number of multiemployer plans had early retirement provisions. Furthermore,
in multiemployer plans with early retirement provisions, there would be great
difficulty in deciding which employer's consent must be obtained.

Benefits Payable Under Early Retirement

To compensate for the longer period of time over which they are likely
to be paid, early retirement benefits were usually computed by reducing the
accrued normal retirement benefit by a factor determined by the worker's age
at retirement. In addition, early retirement benefits were smaller than normal
benefits because the worker would, of course, have less service accumulated
at early retirement. However, not all workers retiring at age 60 would receive
smaller benefits than they would be entitled to at 65, apart from the reduction
due to shorter service. About 1,200,000 workers were in plans that did not
require a reduction in benefits at age 60; about a million were in plans with
normal retirement at 60 (usually with early retirement at lower ages); and almost
200,000 were in plans that paid the same benefits at age 60 as at age 65. *®

Early retirement benefits were always payable immediately upon retirement,
and in about half the plans, covering the same proportion of workers, monthly
benefits had to start at that time. ® The remaining plans permitted the worker
to defer the receipt of benefits until normal retirement age or, in some plans,
until any earlier age at which he was eligible.

Percent
Time of benefit payment Plans Workers
All plans with early retirement =--c--coemmancaaoo 100.0 100.0
Immediately only =~--c-ecvccmmm e 50.1 47.6
Immediately or at age 65 --------n-cccmmnmnaan. 22.0 34.9
Immediately or any time up to age 65 -----~-----= 27.9 17.6

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

58 The normal retirement age in these plans was 65 because the employer's consent was required to retire prior
to that age.
Includes 169 plans with 1.2 million workers which provided umreduced benefits. Since benefits are not
increased (except for service) in the event of postponement, in most instances, workers retiring early in these plans
would receive benefits immediately.
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The chief advantage of postponing the receipt of benefits until normal re-
tirement age is, of course, that a higher benefit would be paid. For example,
an actuarial equivalent® typically results in a male worker receiving at age
60 roughly two-thirds of the benefit payable at age 65. If the benefit was de-
ferred until age 65, he would receive the full benefit based on service to early
retirement date, an increase of about 50 percent.

The type of employer unit and the method of financing did not appear to
be related to the availability of the deferment privilege; about half the plans of
each type permitted deferments (table 23). Benefits could not be deferred, how-
ever, in a third of the negotiated plans and in three-fifths of those not under
collective bargaining. In most industries, at least half the plans permitted de-
ferment (table 24). However, in construction, transportation, and wholesale and
retail trade, two-fifths or less of the plans permitted it. Still fewer plans in
the communications and public utilities industry permitted a choice, chiefly be-
cause the deferment of benefits would not result in larger monthly benefits.

The size of the reduction of the normal benefit payable at age 65 varied
widely for retirement between ages 60 and 65. Actuarial reductions were most
common, accounting for two-thirds of the plans and nearly half the workers.
Another fourth of the plans with over a third of the workers provided benefits
reduced by a uniform percentage factor, most frequently one-half of 1 percent
or six-tenths of 1 percent for each month prior to normal retirement age. (See
tables in appendix B.) For the remainder, a table of factors for reduced benefit
amounts was usually applied that showed no uniformity from age to age. 6t

Percent

Reduction factor for early retirement at age 60 Plans Workers
All plans with early retirement ------couaa-aoon 100.0 100.0
No reduction? —-e-eeoomom oo 1.4 9.9
Actuarial =—c-ce o el 66. 7 49.4
Uniform percent for each month prior to

age 65 —=-—mmmem e cmccccccmccc e 23.4 35.6

Table of reduction factors not uniform 2 -------~ 6.9 3.6
Table of reduced benefit amounts & ~wcccccwcauan -3 -8
QOther —-reccercccmam e e ccccccccc e ———— 1.3 .9

1 Includes 57 plans, covering 966,000 workers, with normal retirement at age 60 and early retire-
ment at ages earlier than 60.
2 Not based on uniform monthly reduction; often an approximate actuarial reduction.

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

The reduction factors for retirement as early as age 55 were usually the
same as at age 60 since most plans applied a uniform reduction factor regardless
of age at early retirement. Among plans using different factors, however, many
plans using a uniform percentage factor at age 60 applied an actuarial reduction
to determine benefits below that age.

As previously discussed, full benefits were provided at age 60 by 169 plans
covering 1.2 million workers, or about l out of 10 workers in plans with retire-
ment at age 60. ¥ In some of these plans, such as those in the Bell Telephone
System, workers could also retire on full benefits as early as age 55 (provided
service requirements are met).

60 For definition of actuarial equivalent, see footnote 44.

61 For greater detail on actuarial factors, see BLS Bulletin 1407, 1964, op. cit., pp. 28-29.

62 Some plans, such as the Electrical Workers (IBEW) National Plan, the United Mine Workers, and the Central
States Teamsters Plan, did not have early retirement but had normal retirement at age 60 or earlier. These are
not included in the discussion above.
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Illustrations of early retirement benefits computed with several types of re-
duction factors are shown below as a percentage of the normal retirement benefit.

Type of reduction and percent of normal retirement benefit

0. 25 percent
per month ages
Actuarial 0. 6 percent 65-60; 0. 583 per- Table of

Actuarial {other per month  cent per month factors (not
(steel) plan) (auto) ages 59-55 uniform)
Retirement age Percent
65 (normal) =---~--=-mmmm—-- 100. 00 100. 00 100.00 100. 00 100. 00
64 —-mmmmmmem e 91. 84 90. 90 92. 80 97.00 90. 59
63 ~——emmemm e eceeeiman 84, 60 82.90 85. 60 94.00 82.36
62 —cmemmcmmcmmeocccme e 79. 14 75. 90 78.40 91.00 75.14
- U 72.36 69. 70 71.20 88.00 68. 76
60 ———ememmmmm e cmcmam e 67.18 64. 20 64,00 85.00 63.12
59 mo oo - 59. 40 - 78.00 58.09
58 mmecerorercmemancma——ae - 55. 00 - 71.00 53.61
87 wrmmmcmccacccacccan e - 51.10 - 64. 00 49. 59
86 ~—rmceermcmcemcacmmncaae - 47.60 - 57.00 45.98
55 cmmem e - 44.40 - 50. 00 42.72

Reduction factors in single-employer plans differed sharply from those in
multiemployer plans. Single-employer plans usually provided that the actuarial
equivalent be paid to early retirees, while multiemployer plans most frequently
specified the percentage reduction. This difference in treatment of early re-
tirement benefits was also reflected in the distributions by collective bargaining
status and method of financing. Plans under collective bargaining usually used
uniform reduction factors, and nonbargained plans usually used an actuarial re-
duction. (See appendix B.) Similarly, noncontributory plans usually specified
percentage reduction factors while contributory plans more frequently used actu-
arial reductions.

Level of Benefits

Benefits were computed for retirement at ages 60 and 55 under assumptions
similar to those previously used for normal and disability retirement. (See p. 11.)
In addition, where benefits were reduced actuarially and the factors to be applied
were not stated, the actuarial reduction factors commonly used for male workers
were applied (32.8 percent at age 60 and 51.8 percent at age 55).

Retirement benefits at age 60 for assumed earnings levels and service
periods 8 are shown in table 25. The dispersion of early retirement benefits
at age 60 for the middle 50 percent and middle 80 percent of the worker dis-
tribution resembled that for normal retirement benefits (chart 8). Benefits for
the middle 80 percent of workers with 20 years of service and earning $4, 800,
for example, ranged from $26 to $89 a month, while the middle 50 percent of
the range was between $35 and $70 a month. These ranges (the middle 50 and
middle 80 percent) were, of course, wider at higher earnings and service levels.
Similarly, chart 9 and table 26 show the range of benefits for workers retiring
at age 55 at various earnings and service levels. The smaller benefits provided
for retirement at age 55 tended to narrow the range of benefits; nevertheless,
the reductions in the size of benefits were, on the whole, too slight to have much
effect on the range.

63 Includes some plans with normal retirement at age 60 and early retirement at earlier ages, and a few plans
with normal retirement at age 60 and no early retirement provisions. However, money purchase plans and other
plans for which benefits could not be computed were excluded.
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Chart 8. Monthly Early Retirement Benefits' for Workers Retiring
at Age 60, by Selected Assumed Annual Earnings Levels
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1 Median monthly benefits and ranges within which fell 50 percent and 80 percent of the workers.

Based on a study of 15,818 private pension pians covering 15.6 million active workers in 1961,
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Chart 9. Monthly Early Retirement Benefits' for Workers Retiring
at Age 55, by Selected Assumed Annual Earnings Levels
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1 Median monthly benefits and ranges within which feit 50 percent and 80 percent of the workers.
Based on a study of 15,818 private pension plans covering 15.6 million active workers in 1961,
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Median monthly benefits under the assumed conditions ranged from $18 to
$122 for retirement at age 60.

Annual earnings

$3, 600 $4, 800 $6,000 $8,400

Inter- Inter- Inter- Inter-

quartile quartile quartile quartile

Service periods (years) Median range Median range Median range Median range

10 e $18 $13-$20 $19 $16-$29 $23 $18-$42 $37 $18-$66
151 e 27 22- 33 28 25- 44 34 26- 57 50 26- 88
20 mommmm e 36 30- 56 42 35- 70 58 35- 92 85 39-136
25 m e 46 38- 70 54 44- 88 74 45-116 107 50-171
30 cmmmemmm e m— e 54 46- 79 65 50-106 82 53-136 122 59-208

! Excludes a substantial number of workers in plans with higher qualifying service requirements.

They ranged only slightly less (i.e., from $12 to $113) for retirement at
age 55.

Median early retirement benefits after 30 years of service did not exceed
18 percent of preretirement earnings at age 60,

Annual earnings

$3,600 _$4,800 _$6,000 $8,400

Service periods (years) Percent
10} e 6.0 4.8 4.6 5.3
15) e 9.0 7.0 6.8 7.1
20 cemmcmimmicc ke a e aa 12,0 10.5 11.6 12.1
] R NSRSy —— 15.3 13.5 14.8 15.3
30 cmeicmmcmccaccccocaacaaea 18,0 16.3 16.4 17.4

1 Excludes a substantial number of workers in plans with higher qualify-
ing service requirements.

Because of the longer time over which payments are to be made, as has
been discussed, early retirement payments are generally lower than normal re-
tirement payments. Median early retirement benefits, however, were generally
higher than they would be if accepted actuarial factors were used. Actuarially
reduced pensions commencing at age 60 are usually about two-thirds of the normal
retirement benefit payable at age 65, and about half the normal pension if they
begin at age 55. The reasons for the higher-than-expected early retirement bene-
fit levels are: (1) About 10 percent of the workers were in plans that did not
reduce benefits; (2) about 5 percent of the workers were in plans that reduced
benefits by less than the actuarial equivalent; and (3) a small number of workers
were in plans providing supplements until the worker was eligible for social
security benefits.

Similarly, the median benefits payable at age 55 were higher than if the
actuarial factors were used in computations for all plans, chiefly because many
large industrywide plans providing benefits to workers retiring voluntarily at age
60 did not provide for voluntary early retirement at age 55. As a result, median
benefits at age 55 reflected to a greater degree the generous benefits provided
by contributory plans.
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For the first few years of early retirement, the worker often must rely on
plan benefits plus employment income and savings since social security benefits
are not payable until age 62, when the worker may elect to receive a permanently
reduced benefit. Since primary social security benefits payable at age 62 were
$84 and $101.60 a month to workers averaging $3,600 and $4,800 a year or
more at the time of this study, the combined public and private benefits at age
62 provided a median monthly income ranging from $102 to $224. &

Annual earnings

Service periods (years) $3,600 $4, 800 $6, 000 $8,400
10 ol $102 $121 $125 $139
151 oo 111 130 136 152
20 e 120 144 160 187
25 e e 130 156 176 209
30 m oo 138 167 184 224

1 Excludes a substantial number of workers in plans with higher qualify-
ing service requirements.

Thus, pensioners who retired at age 60 would receive, upon attaining age
62, from 20 to 46 percent of their preretirement earnings. Deferment of pri-
mary social security benefits until age 65 would raise the range an additional
5 to 10 percent.

Retirement benefits payable at age 60 differed widely among industries,
influenced by methods of financing and types of formulas, as well as by pattern
plans in some industries. The highest benefits were provided in the trans-
portation, communications and public utilities, and finance, insurance, and real
estate industries.

Selected annual earnings andservice periods

$4, 800 $8,40C
Industry 20 years 30 years 20 years 30 years
All industries ! —---oeacmoenn $42 $65 $85 $122
Mining --==--=-ceocmamnam—- 75 75 75 75
Contract construction —-==-=---- 32 42 32 42
Manufacturing --------~==~=== 36 55 66 112
Transportation ------=n==-==-= 80 20 118 109
Communications and public
utilities -------=---cmouun 80 119 13§ 208
Wholesale and retail trade ---- 43 57 75 113
Wholesale trade -~----~--- 45 66 45 84
Retail trade ----~-----=v- 37 59 84 122
Finance, insurance, and
real estate —--------eo-ooan 69 107 147 221
Services ------ e et bt 50 76 88 133

1 Includes industries for which data are not shown separately.

64 Had the worker actually retired at age 62, his private plan pension based on actuarial factors would most
likely be about 13 percent greater. Private plan benefits for retirement at age 62 were not computed. The in-
clusion of plans paying normal retirement benefits and supplemental benefits in the computations of benefits for retire-
ment at age 60 does not lend itself to application of an across-the-board actuaria! increase.
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Two of these industries ranked high because they included many plans that
paid unreduced benefits at age 60. The $80 median benefit in the communica-
tions industry for 20 years of service and annual earnings of $4, 800, for example,
was largely determined by the $85 benefit provided by the telephone company
plans. The large Teamsters and railroad plans which also provided normal bene-
fits at age 60 exerted a similar influence in the transportation industry.

Generally, benefits for 30 years of service were about 50 percent higher
than benefits for 20 years., In the transportation industry, however, median
benefits for the longer service periods were not proportionately higher than
for the shorter service periods because the former included a number of large
plans which provided no benefit for less than 25 years of service. Because
the Mine Workers plans provided a uniform benefit of $75 for 20 or more years
of service only, the median benefit in the mining industry at the various earnings
and service levels was $ 75—high in relation to the benefits at the lower earnings
level, provided in other industries. On the other hand, benefits in the finance
industry, marked by contributory plans, were among the highest despite the fact
that they were usually actuarially reduced.

Benefits in manufacturing, trade, and service industries were somewhat
lower than in the industries just discussed mainly because most plans had actu-
arially reduced benefits. Median benefits ranged from 3 37 for 20 years' service
to $133 a month for 30 years. The construction industry, dominated by non-
contributory multiemployer plans, had the lowest benefits.

At the $3,600and $4,800 earnings levels, the industrial pattern of median
benefits payable at age 55 was generally similar to that payable at age 60, i.e.,
the same industries had relatively high median benefits. A few variations did
occur at the high earnings and low service levels, mainly because some large
plans, such as the Teamsters % and Mine Workers plans, did not provide retire-
ment benefits at age 55. Other plans, such as the telephone company plans,
required such long service to qualify for benefits at age 55 that they are included
only in data for long service workers.

Social Security Adjustment Option

About a fourth of the plans with early retirement, covering approximately
a third of the workers, provided a ''social security adjustment option, ' % under
which workers may elect to receive larger-than-usual benefits from the plan
before social security benefits are payable, in return for receiving smaller bene-
fits afterwards.

Private plan benefits are adjusted so that, when added to social security
benefits, the pensioner receives an approximately uniform combined benefit for
life. For example, if the option is elected by a worker retiring at age 60 when
eligible under the plan for a monthly benefit of $95 until age 65, his monthly
plan benefit will be increased to $189 until age 65 and reduced to $ 62 there-

65  After this study was completed the Central States Teamsters plan was amended to permit retirement as early
as age 47, For details, see Digest of 100 Selected Pension Plans Under Collective Bargaining, Late 1964 (BLS Bulletin
1435, 1965), p. 62.

66 May be referred to in a plan as a "level income option," "adjustment for Federal old-age benefit," "early
retirement equalization income," etc.
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after (when the $127 social security benefit is payable). Thus, instead of starting
with a lower benefit and having total income increased sharply at age 65, the
election of the option gives the pensioner a level income of $189 commencing at
age 60 and continuing for life.

In a2 number of plans, the employer paid the entire cost of the larger initial
benefits (usually equal to anticipated social security benefits) until social security
benefits were payable. A few plans with normal retirement before age 65, such
as the Central States Teamsters plan, have an approximation to the social security
adjustment built into the normal retirement benefit formula.

More than a fourth of the single-employer plans with early retirement as
compared to nearly two-fifths of the multiemployer plans provided a level in-
come option.

Without social
With social security security adjustment

Total adjustment option option
Percent
Type of employer unit Plans Workers Plans Workers Plans Workers
All plans with early
retirement «—--------cc-men 100.0 100.0 26.5 31.1 73.5 68.9
Single employer --~-~------- 100.0 100.0 26.1 31.6 73.9 68. 4
Multiemployer ------------- 100.0 100.0 37.9 26.3 62.1 73.7

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

The prevalence of the option was higher in contributory plans than in non-
contributory plans.

Without social
With social security security adjustment

Total adjustment option option
Percent
Method of financing Plans Workers Plans Workers Plans Workers
All plans with early
retirement ------------om- 100.0 100.0 26.5 31.1 73.5 68.9
Noncontributory ------------ 100.0 100.0 23.3 28.9 76.7 71.1
Contributory =--=«-n-cewace- 100.0 100.0 34.7 37.1 65.3 62.9

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

67 The Central States Teamsters plan provided $200 a month for the first 60 months of retirement and $90 a
month thereafter.
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A greater percentage of collectively bargained plans than nonbargained plans
contained a level income provision, but the proportion of workers covered was
slightly higher in the latter plans.

Without social
With social security  security adjustment

Total adjustment option option
Percent
Collective bargaining status Plans Workers Plans Workers Plans Workers
All plans with early’
retirement ~-----=w-cocouee 100.0 100.0 26.5 31.1 73.5 68.9

Mentioned in a collective

bargaining agreement ------ 100.0 100.0 37.2 30.4 62.8 69. 6
Not mentioned in a col-

lective bargaining

agreement ---~-~--=--vom-n 100.0 100.0 20.1 32.6 80.0 67.5

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

The distribution of the option by industry was fairly uniform; about a third
of the plans in the manufacturing, transportation, and retail trade industries pro-
vided the option. However, approximately 45 percent of the plans with only about
20 percent of the workers in the construction industry had the option. Only about
20 percent of the plans in mining, communications and public utilities, and serv-
ice industries had the provision.

Without social
With social security security adjustment

Total adjustment option option
Percent
Industry Plans Workers Plans Workers Plans Workers
All plans with early
retirementh - oo oo 100.0 100.0 26.5 31.1 73.5 68.9
Mining ~--------cmmcemaoao 100.0 100.0 21.5 22.7 78.5 77.3
Contract construction —=---~---- 100.0 100.0 46.2 21.9 53.8 78.1
Manufacturing -=------w-=-=-= 100.0 100.0 30.9 33.9 69.1 66. 2
Transportation -—-------=-=-= 100.0 100.0 33.1 30.7 66.9 69.3
Communications and public
utilities —---=--coocaeuoo-o 100.0 100.0 19.0 16.0 81.0 83.9
Wholesale and retail trade ---- 100.0 100.0 14.2 34.9 85.8 65.1
Wholesale trade -=-------~ 160.0 100.0 11,6 35.3 88.4 65.0
Retail trade ------------- 100.0 100.0 28.1 34.9 71.9 65. 1
Finance, insurance, and
real estate ~w---~-c-oomuaoa 100.0 100.0 12.0 26.2 88.0 73.8
Services =-------cmccmoonman 100.0 100.0 21.1 27.1 78.9 72.9

! Includes industries for which data are not shown separately.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 21. Early Retirement Provisions in Private Pension Plans by Industry, Winter 1962-63
{(Workers in thousands)
All plans With early retirement Without early retirement
Industry
Number Workers! Plans Workers'® Plans Workers'
All plans studied —cmmceoooooen e 215,818 215,621 12,099 11,786 3,719 3,835
Mining 316 327 312 119 4 208
Contract construction .. 449 1,072 156 343 293 729
Manufacturing 9,257 9,678 7,409 7,981 1,848 1,697
Transportation 673 1,286 496 644 177 642
Communications and public utilities-.._ 849 1,270 600 1,184 249 87
Wholesale and retail trade 1,627 920 1,271 690 356 230
Wholesale trade 1,147 479 1,075 337 72 142
Retail trade 480 440 196 352 284 88
Finance, insurance, and real estate ... 1,853 733 1,439 660 414 73
Services 719 308 341 140 378 168
! Active workers in 1961,
? Includes industries for which data are not shown separately.
NOTE: Because of rounding, sums of individual items may not equal totals.
Table 22. Minimum Age and Service Requirements for Early Retirement in Private Pension Plans, Winter 1962-63"
(Workers in thousands)
Minimum age requirements?
Minimum servicze All plans No age
reqzx;;::r;e)nts requirement 50 55 60 Other
Number Work- Plans Work- Plans Work- Plans Work- Plans Work- Plans Work-
- ers ers ers ers ers ers
All plans with early
retirement coecemmemomcooccmas 12,099 |11,786 289 } 1,120 115 345 17,761 5,567 3,647 4,522 287 233
No service requirement ... 489 552 12 43 15 14 379 378 33 91 50 25
1-4 2,492 1,536 157 52 17 58 [1,931 1,067 387 359 - T -
5 936 547 11 23 1 5 811 455 112 55 1 10
69 313 93 - - - - 313 93 - - - -
10 2,140 2,859 1 51 57 937 1,019 1, 045 1,673 106 103
11-14 273 155 - - - - 150 106 121 30 2 18
15 3,270 3,157 1 4 16 66 | 2,108 1,469 1,020 1,556 125 62
16—19 40 57 - - - - 29 30 11 26 - -
20 1,446 1,135 4 16 8 61 867 738 564 305 3 15
21-24 10 24 - - - - 7 18 3 5 - -
25 429 355 3 45 5 20 150 133 271 158 - -
26—29 49 10 19 7 - - 30 3 - - - -
30 191 1,273 61 907 2 63 48 40 80 263 - -
OvVer 30 e cecemmmemceeea 21 33 20 16 - - 1 17 - - - -

1
2

Based on a study of 15,818 private pension plans covering 15.6 million active workers in 1961.
For those plans which specified a period of employment to be served before participation in the plan could begin, the

minimum service requirement includes the preparticipation service and the required plan membership service.

3
was selected.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 23. Time of Benefit Payment for Early Retirement in Private Pension Plans by Type of Employer Unit,
Method of Financing, and Collective Bargaining Status, Winter 1962—63"
(Workers in thousands)
Time of benefit payment
Item All plans Immediately Immediately or Immediately or any
only at age 65 time up to age 65
T
Number Workers Plans Workers Plans Workers Plans Workers
All plans with early retirement--- 12,099 11,786 6,063 5,605 2,660 4,110 3,376 2,071
Type of employer unit
Single employer 11,735 10,657 5,876 4,829 2,596 3,897 3,263 1,931
Multiemployer - 364 1,129 187 778 64 213 113 140
Method of financing
Noncontributory -ss-s—-mmes e meeaee 8,763 8,589 4, 325 3,842 1,922 3,445 2,516 1,302
Contributo ry =—rm—esemm——e e e 3,336 3,197 1,738 1,763 738 665 860 769
Collective bargaining status
Mentioned in a collective
bargaining agreement---—-—-—m-r-m- 4,511 7,680 1,571 3,587 1,624 3,090 1,316 1,003
Not mentioned in a collective
bargaining agreement-=——------=-x 7,588 4,106 4,492 2,018 1,036 1,020 2,060 1,068

1

Based on a study of 15, 818 private pension plans covering 15.6 million active workers in 1961.

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

Table 24. Time of Benefit Payment for Early Retirement in Private Pension Plans by Industry, Winter 1962-63!
(Workers in thousands)
Time of benefit payment
All plans I ; .
Industry mmediately Immediately or Immedlately or any
only at age 65 time up to age 65
Number Workers Plans Workers Plans Workers Plans Workers

All plans with early retirement - 212,099 211,786 6,063 5,605 2,660 4,110 3,376 2,071
Mining 312 119 104 43 15 17 193 59
Contract construction - 156 343 95 313 4 3 57 27
i 7,409 7,981 3,466 2,994 2,277 3,536 1,666 1,451
496 644 324 476 95 82 77 87

Communications and public
utilities 600 1,184 484 1,038 32 76 84 70
Wholesale and retail trade - 1,271 690 919 347 131 221 221 121
Wholesale trade =~---=-— 1,075 337 791 170 121 123 163 44
Retail trade -=e--smmmmemememe e 196 352 128 177 10 98 58 71

Finance, insurance, and

real estate ~--—e=-emmmemmmmmeacecon 1,439 660 613 337 98 137 728 186
Services 341 140 49 45 8 38 284 57

1

? Includes industries for which data are not shown separately.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 25. Monthly Private Pension Plan Early Retirement Benefits ! for Workers Retiring at Age 60
by Selected Assumed Annual Earnings Levels and Service Periods, Winter 1962632

(Workers in thousands)

Assumed annual earnings
Monthly benefit $3,600 34,800 $6,000 $8, 400
Plans Workers Plans Workers Plans Workers Plans L Workers
10 years of service
Total 6,502 5,722 6,502 5,722 6,502 5,722 6,502 5,722
None? 246 180 181 169 153 110 104 72
Under $10 -—--memmmmmeeeem 1,404 479 1,158 254 418 183 374 122
$10 and under $20 2,889 3,372 2,368 2,729 2,593 2,140 1,481 1,763
$20 and under $30 897 1,122 1,143 1,194 911 932 1,279 574
$30 and under $40 562 236 812 731 925 655 823 452
$40 and under $50 103 78 275 240 660 992 402 437
$50 and under $60 136 55 123 104 226 274 556 518
$60 and under $70 10 115 178 189 117 149 221 514
$70 and under $80 224 27 1 19 51 57 529 676
$80 and under $90 -~———r- 420 58 8 9 183 51 191 157
$90 and under $100 — - - 24 18 1 19 16 81
$100 and under $125 ———-—--— - - 4231 68 36 15 212 189
$125 and under $150 -———-——o — - - - - 4228 45 57 101
$150 and over —ee—mmmmmmmmmemaeeee - - - - - - 257 66
15 years of service
Total 9,647 8,947 9,647 8,947 9,647 8,947 9,647 8,947
None? 243 213 191 207 169 143 163 119
Under $10 642 138 352 50 218 40 215 32
$10 and under $20 1,923 1,087 1,483 775 687 434 535 380
$20 and under $30 3,664 4,633 2,896 3,909 2,802 3,482 1,672 3,001
$30 and under $40 1,555 1,272 1,849 1,224 1,593 761 886 407
$40 and under $50 843 680 1,651 1,106 1,513 1,167 1,406 430
$50 and under $60 430 273 385 592 1,070 791 1,135 568
$60 and under $70 57 131 ¢ 363 342 546 628 496 571
$70 and under $80 224 180 125 115 184 425 603 637
$80 and under $90 2 28 30 150 382 300 750 606
$90 and under $100 -- 8 9 55 90 119 141 311 366
$100 and under $125 38 277 213 329 97 420 826 1,146
$125 and under $150 -~ *18 24 7 16 205 149 284 293
$150 and under $175 — — - - 447 43 15 25 85 197
$175 and under $200 -- - - - - - 429 43 18 104
$200 and over - - - - - - 262 89
20 years of service
Total 11,272 11,422 11,272 11,422 11,272 11,422 11,272 11,422
None? 205 161 122 234 105 183 105 183
Under $10 ~--cmcmmmeomm e 92 130 51 39 5 12 - -
$10 and under $20 - - 1,312 441 902 261 449 258 425 179
$20 and under $30 - ———— 2,836 1,723 2,271 1,299 1,495 675 1,025 609
$30 and under $40 - e 3,167 4,316 2,199 3,455 1,971 3,140 1,033 1,934
$40 and under $50 — 1,556 1,219 2,026 1,221 1,775 780 861 1,127
$50 and under $60 —- — 922 826 1,471 861 1,414 721 1,134 375
$60 and under $70 ——-—meemeemen 520 483 743 968 789 1,127 616 411
$70 and under $80 —--—r-emv -— 331 408 264 782 904 850 849 611
$80 and under $90 - — 42 928 283 1,234 729 738 851 423
$90 and under $100 ~————eo-—o 190 201 455 265 463 514 704 562
$100 and under $125 --em——v —— 51 268 377 377 691 1,669 1,625 1,613
$125 and under $150 -—-vommemmuee 18 267 35 337 335 429 952 2,156
$150 and under $175 - ————— 430 49 29 21 73 216 530 473
$175 and under $200 - — - - 15 26 1 19 178 361
$200 and under $225 ———--r-——- - - 429 42 36 45 274 157
$225 and under $250 =wemmmmmmm —— - - - - 437 34 28 131
$250 and under $275 -o—mmeeeeeme - - - - - - 5 26
$275 and over -~——-———m——m——em—mm —_ - - - - - - 77 91

See footnotes at end of table.
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Table 25.

Monthly Private Pension Plan Early Retirement Benefits! for Workers Retiring at Age 60

by Selected Assumed Annual Earnings Levels and Service Peciods, Winter 1962—6 3 2—Continued

(Workers in thousands)

Assumed annual earnings

Monthly benefit $3,600 $4,800 $6,000 $8,400
Plans [ Workers Plans Workers Plans Workers Plans l Workers
25 years of service
Total 11,677 11,791 11,677 11,791 11,677 11,791 11,677 11,791
None® 117 186 118 165 97 115 72 101
Under $10 80 37 25 109 20 97 10 75
$10 and under $20 746 243 316 158 261 106 256 77
$20 and under $30 1,843 882 1,285 510 535 344 526 292
$30 and under $40 —- 2,476 1,774 1,987 1,242 1,378 722 965 654
$40 and under $50 —- 2,740 3,876 1,961 3,219 1,466 2,966 791 1,709
$50 and under $60 1,414 1,156 1,704 1,064 1,709 738 633 350
$60 and under $70 728 638 1,238 848 693 434 638 1,027
$70 and under $80 --- 934 843 1,228 1,064 1,693 1,085 1,027 528
$80 and under $90 —--- 193 1,084 439 651 860 910 649 328
$90 and under $100 — 86 157 365 328 559 461 437 427
$100 and under $125 226 510 740 1,754 1,433 1,416 2,082 1,325
$125 and under $150 39 291 109 398 674 1,738 1,329 1,289
$150 and under $175 23 50 105 150 131 257 745 727
$175 and under $200 11 22 5 45 63 248 766 1,806
$200 and under $225 421 40 22 38 51 77 424 406
$225 and under $250 - - 430 48 - - 138 237
$250 and under $275 - - - - 454 78 55 129
$275 and under $300 - - - - - - 74 211
$300 and over ~-wmema-au- - - - - - - 60 93
30 years of service
Total 11,802 12,205 11,802 12,205 11,802 12,205 11,802 12,205
None? 147 292 144 265 93 151 93 151
Under $10 32 24 20 44 27 22 - -
$10 and under $20 639 178 254 99 252 125 230 58
$20 and under $30 1,080 392 661 327 326 329 298 276
$30 and under $40 - 1,717 926 1,101 714 719 376 398 311
$40 and under $50 2,261 1,743 2,035 1,183 1,233 736 1,114 657
$50 and under $60 - 2,716 3,711 1,987 2,983 1,519 2,767 958 1,656
$60 and under $70 - 1,179 1,079 1,080 948 1,035 598 525 234
$70 and under $80 - 608 843 1,065 875 728 790 97 506
$80 and under $90 - 716 459 1,265 735 1,500 604 911 1,071
$90 and under $100 - 237 1,221 730 685 792 669 289 169
$100 and under $125 188 751 853 2,149 1,633 1,502 1,523 1,102
$125 and under $150 192 188 329 490 1,233 993 1,520 978
$150 and under $175 47 307 141 421 322 1,746 1,248 996
$175 and under $200 11 30 51 138 190 330 1,003 611
$200 and under $225 -- 432 62 46 87 68 143 821 1,944
$225 and under $250 -- - - 440 61 48 191 295 537
$250 and under $275 -- - - - - 44 74 243 357
$275 and under $300 - - - - - - 63 196
$300 and under $350 - - - - *40 60 85 289
$350 and over - - - - - - 88 107

e =

NOTE: Because of rounding, sums of individual items may not equal totals.
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Based on a study of 15,818 private pension plans covering 15, 6 million active workers in 1961,
No pension was provided because of the deduction of assumed social security benefits.
Where higher benefitamounts were relatively fewand widely scattered they were accumulated in this interval.
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Table 26.

{(Workers in thousands)

Monthly Private Pension Plan Early Retirement Benefits ! for Workers Retiring at Age 55
by Selected Assumed Annual Earnings Levels and Service Periods, Winter 1962632

Monthly benefit

Assumed annual earnings

Total

None *

Under $10
$10 and under $20 _
$20 and under $30 .
$30
$40
$50
360
$70
$80 and under $90 -
$90 and under $100
$100 and under $125 ..
$125 and OVeT oo

Total

None 3
Under $10
$10
$20
$30
$40
$50
$60
$70
$80
$90
$100 and under $125.
$125 and under $150
$150 and over

Total

None 3
Under $10
$10 and under $20 comccmaammeoae
$20 and under $30 ...
$30 and under $40 _
$40 and under $50 .
$50 and under $60 .
$60 and under $70 .
$70 and under $80 .
$80 and under $90 ..
$90 and under $100
$100 and under $125 .
$ 125 and under $150 ...
$150 and under $175
$175 and under $200
$200 and over

$3,600 $4,800 $6, 000 $8,400

Plans l Workers Plans Workers Plans Workers Plans T Workers

10 years of service
4,651 3,397 4,651 3,397 4,651 3,397 4,651 3,397
104 136 139 128 121 79 72 40
1,804 829 1, 346 389 841 220 499 135
1,741 1,851 1,585, 1,592 1,476 1,133 732 567
538 464 855 ° 915 909 847 1,206 627
217 53 252 229 601 758 662 617
1 19 197 76 185 213 287 580
219 16 31 23 110 57 498 493
427 28 29 19 161 33 . 138 119
- - 4217 26 - - f 93 116
- - - - 29 19 166 22
- - - - - - 51 24
- - - - ‘218 38 29 19
- - - - - - 218 38

15 years of service
6,904 5,057 6,904 5,057 6,904 5,057 6,904 5,057
89 132 137 130 122 72 122 72
965 305 503 156 165 86 157 65
3,408 2,187 2,334 1,397 2,099 1,008 1,081 632
1,493 1,512 2,262 1,656 1,480 970 896 494
520 627 772 936 1,317 1,123 889 462
138 154 407 424 720 782 929 651
231 17 121 113 270 485 926 674
12 66 78 111 334 230 481 520
12 32 240 20 88 104 485 659
436 24 2 59 29 69 312 340
- - ‘ 11 21 30 4 203 122
- - 37 35 213 89 128 21l
- - - - *37 35 248 107
- - - - - - 47 47

20 years of service
7,833 5,898 | 7,833 5,898 7,833 5,898 7,833 5,898
51 81 47 75 42 51 42 51
441 183 66 71 15 32 14 7
2,296 1,193 1,606 867 655 497 578 348
3,580 2,441 2,494 1,483 2,138 1,028 1,033 632
593 1,020 1,744 1,227 1,181 647 278 355
274 607 843 1,127 1,253 1,285 935 404
306 116 268 414 9330 673 918 416
188 96 302 262 800 809 972 614
41 15 295 104 193 242 724 706
24 86 76 123 177 256 858 514
10 12 1 5 88 117 210 496
430 50 52 79 270 122 772 830
- . - 20 27 52 79 370 274
- - *20 35 21 38 29 99
- - - - *18 23 37 80
- - - - - - 63 73

o

See footnotes at end of table.
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Table 26.

by Selected Assumed Annual Earnings Levels and Service Perjods, Winter 1962—6 3 2—Continued

{(Workers in thousands)

Monthly Private Pension Plan Early Retirement Benefits' for Workers Retiring at Age 55

Assumed annual earnings

Monthly benefit $3,600 $4,800 $6,000 $8,400
Plans Workers Plans ( Workers Plans Workers Plans Workers
25 years of service

Total 8,025 7,030 8,025 7,030 8,025 7,030 8,025 7,030
None * 51 81 47 75 42 ! 51 42 51
Under $10 76 65 64 52 14 27 4 5

1,366 629 756 378 343 206 332 167
$20 and under $30 - - 2,808 1,616 1,966 859 1,054 552 590 390
$30 and under $40 - - 2,354 1,764 1,970 1,469 1,626 898 716 455
$40 and under $50 - - 455 909 1,298 1.059 1,046 597 357 304
$50 and under $60 - - 448 589 776 809 1,048 1,089 | 629 404
$60 and under $70 - - 123 169 231 616 1,021 746 1,039 389
$70 and under $80 - - 233 148 497 320 450 541 488 305
$80 and under $90 - - 60 910 137 160 558 534 1,070 576
$90 and under $100 _ - 15 26 78 63 171 224 313 610
$100 and under $125 - 5 66 161 1,051 455 423 1,160 1, 095
$125 and under $150 . 431 59 12 56 153 1,025 846 767
$150 and under $175 .. - - *32 63 15 76 203 304
$175 and under $200 - - - - 129 43 164 1,070
$200 and under $225 - - - - - - 35 32
$225 and over - - - - - - 37 108

30 years of service

Total 8,121 7,094 8,121 7,094 8,121 7,094 8,121 7,094
None ? 50 81 47 75 42 51 42 51
Under $10 26 34 14 27 4 5 4 5
$10 and under $20 ... - 1,036 421 516 214 220 152 210 130
$20 and under $30 - - 2,197 1,218 1,276 831 735 436 370 313
$30 and under $40 - - 2,555 1,668 2,231 949 1,141 639 gi2 362
$40 and under $50 - - 975 1,277 1,194 1,185 1, 349 728 457 362
$50 and under $60 . - 654 535 917 757 903 513 116 269
$60 and under $70 - - 148 430 564 695 1,096 827 474 248
$70 and under $80 - - 102 169 602 564 627 653 440 316
$80 and under $90 - - 10t 144 237 231 293 572 1,107 377
$90 and under $100 - 239 978 196 204 622 450 732 298
$100 and under $125 .. 5 36 279 1,183 745 619 1, 345 1,320
$125 and under $150 2 44 14 75 199 339 768 799
$150 and under $175 431 59 4 24 112 1,005 702 641
$175 and under $200 - - 5 46 7 28 228 335
$200 and under $225 - - 425 37 2 46 148 1,074
$225 and under $250 - - - - ‘2 31 29 87
$250 and under $275 - - - - - - 3 47
$275 and over - - - - - - 34 61
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Chapter V. Other Features

Private pension plans are tailored to meet the needs of particular individual
workers and groups of workers, particular companies, and special situations,
such as those arising out of technological change. This chapter deals with vest-
ing, another major benefit; the combinations of benefit provisions in plans; the
practice of providing supplementary pensions; and finally, death benefits. While
this chapter does not exhaust the unique features of private pension plans, it
illustrates their potential flexibility, and highlights several important and growing
facets of private plans.

Vested Benefits %

Vesting protects the worker's equity in what may be one of his more valu-
able assets—the right to a deferred pension benefit if his employment terminates
before he is eligible for retirement. In addition, vesting may permit the worker
to accumulate and, thus, build up pension benefits from more than one plan.
Chances of acquiring rights to benefits from more than one pension plan, however,
are limited by age and service requirements and by the far-from-universal adop-
tion of private plans.

There is a close relationship between vested and normal retirement benefit
amounts because both benefits are almost always computed by the same formula.
Thus, vested and normal retirement benefits will be equal if earnings and length
of service are the same. In some instances, however, the vested pension will
be less than the normal pension, even if earnings and service are the same, be-
cause some plans provide graded vesting, and the worker may not qualify for a
full benefit at termination. In addition, some plans set a minimum benefit for
normal benefits but have none for vesting.

For this study, vested benefits were computed for each plan using the same
assumptions as for normal retirement benefits. It was also assumed that vested
benefits would be payable at normal retirement age, although a fourth of the plans
with two-fifths of the workers provided that workers could elect to receive vested
benefits in a reduced amount (usually the actuarial equivalent) at an earlier age,
most frequently 10 years before normal age.

At the 10-year service level, benefits were computable for almost three-
fifths of the plans with vesting covering slightly more than half the workers.
In more than 4 out of 5 plans, covering 9 out of 10 workers, vesting was pos-
sible with 15 years of service.

Percent
Plans Workers
Service to qualify for vesting (cumulative) (cumulative)
All plans with vesting ====~--=--==cc-mr-cecaanx 100.0 100.0
10 years or less ~=-w--cmmcmmmccc e ccmee e 57.4 54.1
15 years or less =-----mmemcmc e 83.8 89.1
20 years or less ==-=---ceccmccce e nccccaas 91.8 96.5
R L 99.1 99.6
30 years or less ~=-=---ommcmcmmmm oo 99.6 99.8

68 This section supplements detailed data appearing in BLS Bulletin 1407, op. cit., pp. 11-23,
69 Ibid,, p. 46.

85

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



As expected, vested benefits ranged widely at the different service and
earnings levels displaying the same characteristics exhibited by the normal bene-
fit distributions. ZFor the middle 80 percent of the workers earning $4, 800 with
20 years of service, the range was $38 to $105 a month (chart 10). In con-
trast, at the $8,400 level, with the same service, the range was $48 to $219 a
month.

Median benefits ranged from $ 25 for a worker earning $3, 600 with 10 years
of service to $169 for a worker earning $8,400 with 30 years of service.

Annual earnings

$3,600 $4, 800 $6, 000 $8, 400

Inter- Inter~ Inter- Inter-
quartile quartile quartile quartile

Service periods (years) Median range Median range Median range Median range
10 e $25 $16-$28 $28 $22-$36 $28 $25-$48 $37 $28-$81
15 ) e 39 34~ 45 42 38- 60 50 39- 78 68 39-125
20 —ccmmcm e 52 45- 63 56 50- 82 72 52-110 106 56-175
D5 e mmmeemme—mmm—————————— 65 56- 80 70 63-108 90 65-139 140 70-221
30 —eroecmmecc e ——————— 78 68- 90 84 75-127 105 78-165 169 84-267

1 Excludes a substantial number of workers in plans with higher qualifying service requirements.

The point of initial vesting marks an important milestone in the worker's
career because he has gained the right to a valuable asset. The value of the
median vested benefit to the $ 3, 600~a~-year male worker with 10 years of serv-
ice would be about § 1, 662 if it were purchased for him at age 45, or $3,550 if
purchased at age 65. ™ At the other end of the scale, the $8,400-a-year worker
with 30 years of service would have the right to an asset amounting to $ 11,238 if
the median benefit were purchased at age 45, or $23, 998 if purchased at age 65.
Other illustrative amounts can be derived from the following tabulation.

Cost of individual annuities purchased for
a _man when he is—

Monthly amount payable

at age 65 Age 45 Age 65
$20 mmcmmmm et e $1,330 $2, 840
$30 ~ewmmmm—cecccccccecosme——m=——a 1,995 4,260
$40 ~mcmcmcamc e mcccccem s 2, 660 5,680
$50 —emmmmmmmmmmmmmmemmmmcammceem 3,325 7,100
$60 ~mwemmmmmmmmmmmmmm e ———— 3,990 8, 520
$70 cecceeeccmccmcmccecaccccanm—— 4, 655 9,940
$B0 mommmmmmmmmmammmommmommmeeean 5,320 11,360
$90 meccmmceccmecocemecccmaaacan. 5,985 12,780
$100 ~mmmmmceemmmemmemam——m———emee 6, 650 14, 200
$120 mmmmmmeeeeme—mec—m—cccmmeeae 7,980 17,040
$140 —mmmmmemcmc o mmacaeoae 9,310 19, 880
$160 ~cwemmmmmcmememmmmc oo 10, 640 22,720

70 Computed from the following nonparticipating individual premium rates of a large life insurance company.
For the purchase of immediate annuities of $10 monthly at age 65, $1,420 for men and $1,630 for women, and
deferred annuities purchased at age 45 of $10 monthly commencing at age 65, $665 for men and $835 for women.
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Based on a study of 15,818 private pension plans covering 15.6 million active workers in 1961.
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Combinations of Major Benefit Provisions

The combinations of major benefit provisions—normal, disability, and early
retirement, and vesting—determine the extent of protection afforded covered
workers by private pension plans. Although one retirement provision may serve
as a substitute for another—for example, early retirement for disability retire-
ment, or early retirement for vesting—the substitution usually lacks a key ele-
ment that may be of great importance in individual situsiions.

The independent decisions of thousands of employers and unions responsible
for private pension plans led to wide variety in plan provisions. Union interest
at the inception of a plan usually centers on normal retirement benefit levels.
Later, in the light of plan experience and developments in other plans, interest
spreads to other provisions, such as total disability protection. Similarly, non-
negotiated plans have expanded the variety of benefits. Regardless of the pres-
ence or absence of collective bargaining, costs continue to be the overriding
constraint on such pension planning decisions.

Prevalence of Major Benefit Provisions. At least one of the major benefits
supplementing normal retirement—early and disability retirement and vesting—
was found in most plans (table 27). In about a tenth of the plans, however, with
about a tenth of the workers, a worker had to reach normal retirement age to
receive any plan benefits. On the other hand, a high degree of protection was
afforded by 30 percent of the plans with 40 percent of the workers that had all
three major benefits that supplement normal retirement. Another sixth of the
plans with over a fifth of the workers had disability retirement plus vesting or
early retirement, while a small number had disability retirement only. In al-
most 40 percent of the plans with a fifth of the workers, a disabled worker had
to substitute, if possible, early retirement or vesting for the regular disability
provision.

Major benefits provided Percent
in addition to normal
retirement Plans Workers
All plans studied -------cccmccoeamo 100.0 100,0
No other benefit ~e---emococamcanana 9.4 10.0
Disability, early and vesting ---=-=---- 30.9 39.1
Disability and early -----ccoconcneas 9.9 17.2
Disability and vesting ---=v-==ceena-- 6.0 4,9
Disability only ----e--mememcomaccuan 5.0 8.5
Early and vesting ~---===ccmcmmcaanao 27.3 14,4
Early only ---c-meemmmmm e 8.5 4.7
Vesting only =----ccmmmemmmcaccaan 3.1 1,1

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

Multiemployer plans were less likely to have major supplemental benefits
than single-employer plans; about an eighth of the multiemployer plans with about
a third of the workers provided only normal retirement benefits as compared to
less than 10 percent of the single-employer plans with fewer than 5 percent of
the workers.
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Single employer Multiemployer
Ma]or b.EI.’lefltS provided Percent
in addition to normal
retirement Plans Workers Plans Workers
All plans studied ----v-cc-ceu- 100.0 100.0 100.0 100.0
No other benefit -----c-eu-u-x 9.2 2,2 12,8 33,6
Disability, early and vesting --- 32.1 49,7 10.8 7.0
Disability and early ----=w=--ee- 9.3 18.5 19.0 13.4
Disability and vesting --------- 5.4 2.8 15,9 11.3
Disability only -=-a-eeeoanaaoo 3.4 3.0 30.7 25,3
Early and vesting --=mcecweoae- 28.7 17.7 3.7 4.6
Early only ~=-e-commemaomaan 8.6 4,8 5.8 4.2
Vesting only -----e--ccmooao- 3.2 1.3 1.3 .7

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

The highest degree of protection was found in single-employer plans—1 out
of 3 single-employer plans with 1 out of 2 workers, compared to only I out of
10 multiemployer plans with about the same proportion of workers, had all major
supplemental benefits. Multiemployer plans concentrated on providing at least
disability benefits—30 percent of the multiemployer plans with a fourth of the
workers had only disability retirement.

Major supplemental benefits were more prevalent in contributory plans,
almost all of which are single-employer plans. About 50 percent of the workers
in contributory plans, compared to about 35 percent in noncontributory plans,
had all major benefit provisions. On the other hand, about equal proportions of
workers—10 percent—in both types of plans had no major supplemental benefits.
Most of the remaining contributory plans provided early retirement, or vesting,
or both, while the noncontributory plans showed wider variations in pension bene-
fits, typically including disability retirement protection.

Noncontributory Contributory
Major benefits provided Percent
in addition to normal
retirement Plans Workers Plans Workers
All plans studied ------------ 100.0 100.0 100.0 100.0
No other benefit —---=-----=-- 10.1 9.8 7.5 10.5
Disability, early and vesting--- 30.6 36.2 31.7 47.5
Disability and early -=-~w----- 11.8 21.7 4.9 3.9
Disability and vesting «------- 6.3 5.8 5.1 2.2
Disability only --=-------c--- 5.4 9.7 4,1 4.9
Early and vesting ~~---w-—wc-- 24.8 10.2 33.9 26.9
Early only ----c-mcmcmeaeaa—- 8.9 5.4 7.1 2.5
Vesting only --~--=-ncmeomnen 2.2 1.0 5.5 1.6

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

About 10 percent of the workers in plans mentioned in collective bargain-
ing agreements—mostly multiemployer plans—as compared to about 5 percent of
the workers in nonbargained plans had only normal retirement.
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About 40 percent of the workers in collectively bargained plans had all
major supplemental benefits (mostly accounted for by plans negotiated by the
Automobile Workers and Steelworkers) as against about a third of the workers
in nonbargained plans. Plans not mentioned in collective bargaining agreements
usually had at least vesting and early retirement (about a fourth of the workers
were covered), while plans mentioned in collective bargaining agreements usually
added early and disability retirement (about a fifth of the workers).

Mentioned in a collective Not mentioned in a collective

bargaining agreement bargaining agreement

Major benefits provided Percent

in addition to normal

retirement Plans Workers Plans Workers
All plans studied ------------- 100.0 100.0 100, 0 100.0
No other benefit -~--cccecen-- 10. 4 12,7 8.8 4,2
Disability, early and vesting --- 42,3 40,3 24,3 36.4
Disability and early ---------- 10,8 18.7 9.4 14,1
Disability and vesting --------- 3.6 5.7 7.4 3.3
Disability only --~--ccceuwuan- 7.8 9.4 3.4 6.5
Early and vesting ----wec-w-v-n 20. 8 9.5 31.0 25,3
Early only ----ccemccmmmaaao 4,0 3.3 11,1 7.6
Vesting only -----cc-cccmeceonn 0.4 0.4 4.6 2,6

NOTE: Because of rounding, sums of individual items may equal totals,

Small plans were less likely than large ones to provide supplemental bene-
fits. Ten percent of the plans with under 1,000 workers as compared to less
than 5 percent of the larger plans provided only normal retirement (table 28).
All three major benefits—early and disability retirement and vesting—were pro-
vided by 2 out of 5 of the largest plans; by over 1 out of 3 of the plans in the
1,000-5,000 size group; and by less than 1 out of 3 of the smaller plans. About
1 out of 5 of the larger plans had early retirement and disability, compared to
only 1 out of 10 plans with fewer than 1,000 workers.

Salaried workers' plans generally provided more types of supplemental
benefits than those covering only production workers. Chiefly reflecting the lack
of protective provisions in multiemployer plans, a fifth of the workers in blue-
collar plans were in plans with only normal retirement (table 29). However,
blue-collar plans commonly provided all major supplemental benefits (plans with
a third of the workers). Many had only disability retirement (plans with a sixth
of the workers) or early and disability retirement (plans with a seventh of the
workers). On the other hand, only a few salaried workers' plans had only normal
retirement, while half the workers were covered by plans with all three major
supplemental benefits. Another tenth of the workers in white-collar plans were
protected by at least a disability retirement provision. Where both white- and
blue~collar workers were covered in the same plan, 2 out of 5 workers were in
plans with all major supplemental benefits. Nearly all of the remaining workers
belongedto plans with early retirement plus either vesting or disability retirement.

The industry distribution of supplemental benefits exhibited wide diversity,
chiefly accounted for by the pattern of coverage of collectively bargained plans,
particularly multiemployer plans (table 30).
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Supplementary Plans

Since social security old-age benefits comprise a larger fraction of the
retirement income of lower paid than of higher paid workers, many private plans’
counteract this imbalance by making additional pension benefits available to higher
paid workers. As has been discussed in chapter II, the normal benefit formula
may be designed to integrate with social security by the offset method or the
step-rate method. Another method similar to the step-rate method provides
extra retirement benefits to eligible employees covered by a basic pension plan
(which is usually noncontributory) who elect to make voluntary contributions to
a supplementary plan. This method has the advantage of permitting a change
in the sources of financing, which is not usually practicable in a single plan.
Moreover, the basic plan is often the result of collective bargaining while the
supplementary plan is not. Although some supplementary plans are available to
all employees, they are usually limited to white-collar workers or to employees
with earnings exceeding the amount subject to social security taxes ($4,800 a
year at the time of the study).

About 600,000 workers were covered by more than one plan of a single
employer. About 75 percent of these workers were in plans with over 5,000
workers-—a greater concentration than was found in basic plans.

Workers

Number of workers covered Plans Percent (thousands) Percent
All supplementary plans ------ 489 100.0 596 100.0
Under 200 ~---mmmomemmmcaeun 260 53.2 23 3.9
200 and under 500 ---~---v--- 154 31.5 42 7.0
500 and under 1,000 --------- 15 3.1 12 2,0
1,000 and under 5,000 ------- 37 7.6 67 11,2
5,000 and under 10,000 ------ 8 1.6 57 9.6
10,000 and under 25,000 ----- 10 2.0 139 23.3
25,000 and under 50,000 --~--- 3 .6 102 17.1
50,000 and over -----ee---e-a 2 (1) 154 25,8

1 Less than 0. 05 percent.

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

Supplementary plans were most common in manufacturing industries—almost
70 percent of the plans with over 90 percent of the workers in supplementary plans.
Among manufacturing industries, large firms in the automobile, steel, chemical,
and rubber products offered these plans to salaried employees or, less frequently,
to all employees with earnings over a certain amount. In nonmanufacturing, such
plans were most common in public utilities, covering both salaried and produc-
tion workers.

Only a small number of supplementary plans covered only production workers;
where they did, a separate plan was usually available to salaried workers. About
two-fifths of the plans with a third of the workers were combined production and
salaried worker plans, and the remainder were limited solely to salaried workers.

Percent
Type of worker covered Plans Workers
All supplementary plans ----=cec-eee-o 100, 0 100.0
Salaried and production ------s-ceema- 37.6 34,1
Salaried only ~-eesecaccecmccceeaaen 60, 1 62.8
Production only =-=--c-eccccmacmoneo 2,2 3.1

NOTE: Because of rounding, sums of individua! items may not equal
totals.
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Regardless of the type of worker covered, these plans usually required that
participating employees earn in excess of a specified amount and contribute a
specified percentage of their '""excess earnings.' Benefits in turn were also based
solely on excess earnings. The minimum earnings level varied widely because
the maximum amounts used to compute social security benefits at the time the
plans were adopted or amended have ranged from $3,000 to $4,800. However,
there were also several plans that based both contributions and supplementary
benefits on all earnings.

Benefits Payable Under Supplementary Plans. While the benefit provisions
and the age and service requirements of the optional supplementary plan typically
differed from those of the associated basic plan, requirements and other pro-
visions (although not the benefit amounts) were identical in 180 plans with about
120, 000 workers. These supplementary plans merely added on additional bene-
fits for covered employees. The other supplementary plans often had more
liberal provisions than their associated basic plan. For example, 20 percent
of the workers in basic plans associated with supplementary plans did not have
a vesting provision, but for half these workers, the supplementary plan did have
vesting. Almost all of these plans without vesting had an early retirement pro-
vision. However, since early retirement required the attainment of a later age
than vesting, to vest in full in both plans members would probably have to wait
until they qualified for early retirement under the basic plan.

Normal retirement benefit amounts were usually geared to earnings as well
as service. For example, for workers earning $8,400 a year they ranged from
$1.50 to over $8 for each year of participating service. In most plans, the
supplementary plan benefits equaled or exceeded those provided by the basic plan
at the same earnings level especially where, as commonly occurred, the basic
formula was based solely on service, while the supplementary plan formula was
based on both earnings and service.

Death Benefits

Private pension plans, as a rule, do not approach the protection afforded
surviving dependents under the Federal social security system. ’! But a sub-
stantial number of private plans do offer two means of protecting the survivors
of retired as well as active plan members. In some plans the worker directly
bears the entire burden of protection by electing a pension with survivor benefits
(an optiong in place of his earned annuity at the cost of a reduced annuity for
himself. ”* In other plans pensions are automatically continued to the survivors
upon the death of retired or active workers.

The two most common options provided by private pension plans are joint
and survivor and period-certain. Under the first type, the worker receives a
reduced annuity until his death, after which a specified annuity is paid for the
lifetime of a designated joint annuitant. A period-certain option assures a re-
duced annuity for a specified number of payments, but if the pensioner lives be-
yond the guarantee period, he continues to receive reduced monthly amounts.

" In addition to providing lump-sum death benefits, OASDI provides extensive survivors' benefits, See, for
example, U.S. Department of Health, Education, and Welfare, Social Security Administration, Your Social Security
(OASDI-35, May 1963).

72 In some plans, notably those negotiated by the Automobile Workers, the worker only pays part of the cost
if he names his spouse as a joint annuitant because the reduction in his benefit is less than actuarial; i.e., the joint
and survivor benefit he may elect is of greater actuarial value than the straight life annuity payable if he makes
no election.
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The analysis in this study was limited to the second of the two methods
that private plans use to protect survivors of covered workers, i.e., to the type
not dependent upon the workers' election. This includes: (1) Lump-sum payments
made to a worker's beneficiary, (2) automatic lifetime continuation of pension
payments to survivors of active and retired workers, and (3) automatic continu-
ation of pension payments to survivors for a guaranteed period of time (payment
certain guarantee). '°

Life insurance protection under a separate health and insurance plan is
generally provided for active workers covered by private pension plans but less
frequently for survivors of retired workers. ™ In addition, workers in contrib-
utory pension plans are afforded some protection through guaranteed return of
their own contributions to the plan.

Death benefit provisions, as defined above, were found in a third of the
pension plans covering slightly more than a third of the workers (table 31). While
about equal proportions of single-employer and multiemployer plans had them, a

somewhat higher percentage of workers in multiemployer plans had this added
protection.

With death Without death
Fotai benefits benefits
Percent
Type of employer unit Plans Workers Plans Workers Plans Workers
All plans ----—cecmmmcconao oo 100.0 100.0 33,1 35.0 66, 8 65.0
Single employer —------ceaaa- 100.0 100.0 33.0 33,5 66.9 66, 4
Multiemployer -----=ccacaeaa- 100.0 100.0 34,2 39.6 65.7 60.3

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

Death benefits were, however, less common in negotiated plans than in plans
not under collective bargaining. Despite this fact, owing to the greater fraction of
workers in multiemployer plans with death benefits about equal proportions of
workers in plans of both types had some death benefit protection. (See table 31.)

With death Without death
Total benefits benefits
Percent
Collective bargaining status Plans Workers Plans Workers Plans Workers
All plans ~---ceemm e 100.0 100,0 33,1 35.0 66.9 65.0
Mentioned in collective
bargaining agreement ======-~ 100.0 100.0 20. 5 34,2 79.5 65,8
Not mentioned in collective
bargaining agreement ~-==-=-- 100, 0 100.0 40. 4 36.8 60,0 63.1

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

73 Optional survivor benefits were not included in the analysis for this study. For details of the options in a
selected group of 300 negotiated plans, see Pension Plans Under Collective Bargaining, Benefits For Survivors, Winter
196061 (BLS Bulletin 1334, 1962).

74 For example, see Health and Insurance Plans Under Collective Bargaining, Life Insurance and Accidental
Death and Dismemberment Benefits, Early Summer 1960 (BLS Bulletin 1296, 1961).
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Although jointly-financed plans invariably promise at least the return of
worker contributions in the form of pension payments or lump sums (usually with
interest) in case of death, a slightly higher porportion of contributory plans had
death benefits than did entirely employer~-financed plans.

With death Without death
Total benefits benefits
Percent
Method of financing Plans Workers Plans  Workers Plans Workers
All plans ==-e=m—mrmam e e 100.0 100, 0 33.1 35.0 67.7 65.0
Noncontributory -------ce--a-= 100, 0 100.0 31,4 34,2 68.6 65.8
Contributory -------=-c--cc 100.0 100.0 37.8 37.6 62.2 62,4

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

The industry patterns of death benefits provisions showed wide differences.
Plans in manufacturing industries had the lowest prevalence of death benefits; less
than 30 percent of the plans and workers (table 32). In contrast, in communica-
tions and public utilities, a third of the plans with over two-thirds of the workers
had them, chiefly because they were provided by all of the telephone company
plans. Because several large Teamster plans had death benefits, almost 30 per-
cent of the plans with over half the workers in the transportation industry had
this protection. In finance, over half the plans with a slightly lower proportion
of workers had a death benefit. In the mining industry, because the Mine Workers
plan provides death benefits from another part of the welfare and retirement fund,
only a limited number of workers were in plans with survivor protection. While
only 30 to 40 percent of the workers in construction, trade, and service indus-
try plans were in plans with death benefits, the proportion was greater than in
plans in manufacturing industries.
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Table 27. Provisions for Major Supplemental Benefits in Private Pension Plans by Type of Employer Unit,
Method of Financing, and Collective Bargaining Status, Winter 1962-63
{Workers in thousands)
Disability retirement and—
No Earl
All plans supplemental No retirenZent Earl
Item benefits additional wary Vesting
N and retirement
benefits :
vesting
Number | WOTK- | piang Worlf- Plans| o757 Plans | YOI | Plans WOk~ [Plans | WOTkS
ers ers ers ers ers ers
All plans studied «coveomeeeooen 15,818 | 15,621 | 1,485 1,561 796 [ 1,328 4,885 6,104 1,566 2,693 946 7170
Single employer 14,890 | 11,742 |1, 366 259 511 348 4,785 5,834 1,390 2,175 798 331
Noncontributory - - | 10,657 8,454 | 1,051 232 336 312 3,439 3,976 1,180 2,024 589 283
Mentioned in a collec- !
tive bargaining
agreement - 3,933 5,668 487 138 189 193 2,050 3,154 358 1,419 46 155
Not mentioned in a
collective bargaining
agreement meeoeeooeo_ 6,724 2,787 564 94 147 118 1,389 822 822 605 543 128
Contributory ceceeeeemoeceaee 4,233 3,288 315 26 175 36 1,346 1,858 210 151 209 48
Mentioned in a collec-
tive bargaining
agreement —- 1,034 1,495 - - 32 9 315 903 93 68 12 14
Not mentioned in a o
collective bargaining
agreement - 3,199 1,793 315 26 143 27 1,031 955 117 83 197 34
Multiemployer 928 3,878 119 1,302 285 981 100 270 176 518 148 439
Noncontributory - 869 3,212 110 914 283 823 84 250 175 512 137 398
Mentioned in a collec-
tive bargaining
agreement aeoeeeoooo 810 3,176 110 914 231 803 82 248 175 512 137 398
Not mentioned in a
collective bargaining
agreement 59 36 - - 52 20 2 2 - - - -
Contributory - 59 666 9 388 2 157 16 20 1 5 11 40
Mentioned in a collec~
tive bargaining
agreement —eeoeoareeoao 18 356 3 302 - - 3 8 - - -
Not mentioned in a
collective bargaining
agreement —eeoceeemeee 41 310 6 86 2 157 13 13 1 5 - -
Without disability retirement with—
All plans studied 4,311 2,257 1,337 732 492 176
Single employer 4,277 2,080 1,283 568 480 148
Noncontributory 2,827 1,053 990 488 245 86
Mentioned in a collective bargaining agreement 628 420 171 176 4 12
Not mentioned in a collective bargaining agreement —aeeom e oomon oo 2,199 633 819 312 | 241 74
Contributory 1,450 1,027 293 80 235 62
Mentioned in a collective bargaining agreement 555 459 17 35 10 8
Not mentioned in a collective bargaining agreement cove oo e 895 568 276 45 225 54
Multiemployer 34 177 54 164 12 28
Noncontributory 27 141 41 144 12 28
Mentioned in a collective bargaining agreement 22 127 41 144 12 28
Not mentioned in a collective bargaining agreement «eeo oo 5 14 - - - -
Contributory 7 36 13 19 - -
Mentioned in a collective bargaining agreement 1 6 - - - -
Not mentioned in a collective bargaining agreement «oea— oo 6 29 13 19 - -

! Active workers in 1961,

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 28.

Provisions for Major Supplemental Benefits in Private Pension Plans,

by Number of Active Workers Covered, Winter 1962—63

(Workers in thousands)

All plans

Number of workers covered

Major supplemental 1,000 and
benefits provided Under 1,000 under 5,000 5,000 and over
Number Workers!' Plans Workers! Plans Workers' Plans Workers'

All plans studied --——e—rmemmmrmee o 15,818 15,621 13,845 2,420 1,490 3,229 483 9,972
No supplemental benefits «-eemeenev 1,485 1,561 1,393 214 61 129 31 1,218
Disability retirement and—

No additional benefits - 796 1, 328 643 120 111 227 42 981

Early retirement and vesting-- 4,885 6, 104 4,166 737 518 1,198 201 4,169

Early retirement-o——e—ammenn 1,566 2,693 1,209 295 266 615 91 1,783

Vesting 946 770 868 1i9 60 103 18 548
Without disability retirement

withe——

Early retirement and vesting-- 4,311 2,257 3,883 603 357 714 71 940

Early retirement oo 1,337 732 1,236 253 74 159 27 320

Vesting 492 176 447 79 43 84 2 12

! Active workers in 1961.

NOTE: Because of rounding, sums of individual items may not

Table 29.

Provisions for Major Supplemental Benefits in Private Pension Plans

equal totals.

by Type of Worker Covered, Winter 1962—63

(Workers in thousands)

Type of worker covered

s All plans =
M;ig:ﬁs‘:‘;pglreor:ied';tgl s;iz;:‘e;iii:d Production only Salaried only
Number Workers! Plans Workers! Plans Workers' Plans Workers'

All plans studied --- 215,818 215,621 6,038 6,263 4,925 7,039 | 3,995 1,584
No supplemental benefits cmeeeemenn 1,485 1,561 827 103 505 1,424 153 33
Disability retirement and—

No additional benefitse—-eeeeeen 796 1,328 241 166 551 1,105 2 5

Early retirement and vesting-- 4,885 6,104 950 2,461 1,989 2,316 1,254 794

Early retiremente-——eacmeeemenn 1,566 2,693 634 1,546 672 940 200 127

Vesting 946 770 655 215 212 500 21 22
Without disability retirement

with—

Early retirement and vesting-- 4,311 2,257 1,841 1,385 791 446 1,651 402

Early retirementameemeeeeememeee. 1,337 732 561 320 183 271 593 141

Vesting 492 176 329 66 22 37 121 60

1
2

Active workers in 1961.

Includes workers for which data are not shown separately.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 30. Provisions for Major Supplemental Benefits in Private Pension Plans by Industry, Winter 1962-63
(Workers in thousands}
Disability retirement and—
No Earl
All plans supplemental No tire 4 ¢ l Earl
Industry I benefits additional reur ?en arty Vesting
benefits an' retirement
vesting
Number Worlf- Plans Woﬂl(- Plans Worli— Plans |Wor1§— Plans Worlla- Plans { Worlf—
ers ers ers { ers ers T[ ers

All plans studied —ceeoooooans 15,818 (215,621 1,485 1,561 796 1,328 4,885 (6,104 1,566 12,693 946 770
Mining 316 327 2 206 - - 101 46 50 4 2 2
Contract construction .-... 449 § 1,072 101 371 141 217 46 94 72 168 i 42 118
Manufacturing - - 9, 257 ' 9,678 784 638 233 665 3,425 '5,080 967 | 1,313 558 284
Transportation . S 673 1,286 7 188 169 213 182 253 96 255 1 242
Communciations and public : :

utilites ool 849 |, 1,270 201 13 21 47 143 143 50 748 13 5
Wholesale and retail ;

trade 1,627 | 920 121 57 80 123 281 139 150 86 22 38

Wholesale trade 1,147 479 7 30 59 78 220 75 130 62 ;‘ 3 28
Retail trade 480 440 114 27 21 45 61 64 20 24 19 10

Finance, insurance, and

real estate 1,853 733 5 17 49 13 479 304 164 86 309 33
Services .. 719 308 264 71 103 49 225 39 11 27 11 47

i

All plans studied

Mining
Contract construction

Manufacturing

Transportation

Communications and public utilities
Wholesale and retail trade

Wholesale trade

Retail trade

Finance, insurance, and real estate

Services

Without disability retirement with—

4,311 2,257 1,337} 732 T 492 ] 176
59 46 102, 23 - -
27 63 1, 18 9 22
2,345 1,378 672 | 210 273| 110
120 50 98 87 - -
313 206 94 86 26 21
702 269 138 | 196 133 13
644 159 81 41 3 6
58 110 571 155 130 7
580 185 216 85 51 10
29 46 6 28 - -

1
2

Active workers in 1961.

Includes industries for which data are not shown separately.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table 31. Death Benefit Provisions in Private Pension Plans by Type of Employer Unit,
Method of Financing, and Collective Bargaining Status, Winter 1962-63

{Workers in thousands)

} All plans l With death benefit J Without death benefit
Item T -
Number Workers! il Plans —[ Workers! Plans Workers®
All plans studied oo 15,818 15,621 5,241 5,472 10,577 10, 149
Single employer 14,890 11,742 . 4,923 3,934 9,967 7,808
Noncont ributory cam e ceceeeeee 10,657 8,454 3,329 2,520 7,328 5,935
Mentioned in a collective
bargaining agreemente oo eeceeee 3,933 5,668 760 1,554 3,173 4,114
Not mentioned in a collective
bargaining agreement - 6,724 2,787 2,569 966 4,155 1,821
Contributory 4,233 3,288 1,594 1,415 2,639 1,873
Mentioned in a collective
bargaining agreement 1,034 1,495 127 621 907 875
Not mentioned in a collective
bargaining agreement ... 3,199 1,793 1,467 794 1,732 999
Multiemployer 928 3,878 318 1,538 610 2, 340
Noncontributo ry eommeeem e oeccee 869 3,212 290 1,467 579 1,745
Mentioned in a collective
bargaining agreement - 810 3,176 290 1,467 520 1,710
Not mentioned in a collective
bargaining agreement -~ 59 36 - - 59 36
Contributory 59 666 28 71 31 595
Mentioned in a collective
bargaining agreement weeoeecmen 18 356 11 17 7 339
Not mentioned in a collective
bargaining agreement .. 41 310 17 55 24 256

! Active workers in 1961,

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

Table 32. Death Benefit Provisions in Private Pension Plans by Industry, Winter 1962—63

(Workers in thou

sands)

All plans With death benefit Without death benefit
Industry
Number Workers! Plans Workers! Plans Workers!

All plans studied 215,818 215,621 5,241 5,472 10,577 10, 149
Mining 316 327 4 35 312 293
Contract construction ee--meecceccaccaccaees 449 1,072 264 313 185 759
Manufacturing 9, 257 9,678 2,534 2,811 6,723 6,867
Transportation 673 1, 286 194 676 479 610
Communications and public utilities 849 1,270 301 873 548 398
Wholesale and retail trade 1,627 920 551 284 1,076 636
Wholesale trade caeaemmuan- e amam e man 1, 147 479 441 103 706 377
Retail trade 480 440 110 181 370 259
Finance, insurance, and real estate--.—- 1,853 733 947 345 906 388
Services 719 308 374 118 345 190

1
2

Active workers in 1961,

Includes industries for which data are not shown separately.

NOTE: Because of rounding, sums of individual iterns may not equal totals.
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Appendix A. Scope and Method of Survey

The chief sources of information for this study were reports and supporting docu-
ments filed with the U.S. Department of Labor pursuant to the Welfare and Pension Plans
Disclosure Act (PL 85-836, as amended). The administrators of any employee welfare or
pension benefit plan, as defined by the act, covering more than 25 workers were required
to file with the Department two copies of a description of the plan (D-1 form) within 90 days
after the effective date of the act (January 1, 1959) or plan (whichever occurs later), and
two copies of the annual financial report (D-2 form) within 120 days (now 150 days) after
the end of each calendar, policy, or other fiscal year. By the fall of 1960, annual reports
had been filed for over 25,000 pension plans.

The private pension plan and worker coverage estimates in this report differ sub-
stantially from similar data for plans on file with the Department's Office of Labor-Manage~
ment and Welfare-Pension Plan Reports for the same period. About 30 percent fewer plans
and about 12 percent fewer workers are included in this study. The fundamental reason for
this difference is that many plans reporting that they provided retirement benefits were re-
jected from the study because they did not provide pension benefits as defined in this study.7’5
Most rejected plans were deferred profit-sharing plans; some were stock bonus and savings
plans. 76

Similarly, coverage estimates in this report differ from estimates of pension bene-
fit coverage by the Department of Health, Education, and Welfare (HEW). The HEW esti-
mates include deferred profit-sharing plans, those of nonprofit organizations and plans with
fewer than 26 workers, all of which were excluded from this study. However, as in this
study, they also do not include stock bonus and savings plans.

Types of Documents Studied. The D-1 description plan form requires that the fol-
lowing information and documents be submitted:

Name and address of the plan.

Accounting period of the plan,

Type of plan (i.e., welfare, pension, or combination).

Group(s) covered by the plan (hourly rate, salaried, or all employees).
Industry in which most participants are employed (8 industry divisions are listed).
Whether the plan is mentioned in a collective bargaining agreement.

Parties making contributions (employer, participants, union).

The name and address of the administrator (in multiemployer plans, usually a
board of trustees) and the names and addresses of person(s) constituting the adminis-
trator, their official positions with respect to the plan, their relationship to the em-
ployer and employee organization, and any other offices, positions, or employment held
by them.

9. A detailed description of the administration of the plan, including the names of
the party or parties performing the following functions: Maintaining records; determin-
ing eligibility; processing claims; making determination on appeals; authorizing payments;
making payments; authorizing expenses; selecting the insurance carrier, corporate
trustee, or service organization; and determining investment policy.

@~ OO W=

10. The name and address of the party or organization through which benefits are
provided.

11. Names, titles, and addresses of any trustee(s) not mentioned under items
8 or 10.

12, Copies of plan documents under which the plan is established and operated,
schedule of plan benefits, and a statement of the procedures to be followed under the
plan in presenting claims for benefits and for appealing the denial of claims.

75 For definition of a pension plan used in this study, see p.1.
76 In addition, since sec. 4(b)(4) of the act exempted plans with 25 or fewer employees (amended to "participants" by the 1962
amendments), they were omitted from the study even though reports were voluntarily filed for many of them.
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The D-2 form, which in this study was used only to obtain the number of members
(active and retired) covered by each plan, also shows, among other items, the assets, liabil-
ities, contributions, benefits paid, and salaries and commissions paid.

The standard documents used in this study are briefly described below. Although
these documents are usually necessary to provide a complete description of the establish-
ment and operation of a pension plan as required by the act, other documents or descrip-
tive materials may have been and often were substituted.

1. Collective bargaining agreement between the union(s) and the employer(s) (or as-
sociation of employers) describing, among other things, the employers' obligation either
to make specified contributions to a trust fund or provide specified pension benefits
or both.

2. Pension plan stating in full the pension plan adopted by the board of trustees or
negotiated by the employers and union, or unilaterally established by the employer. Only
simplified booklets issued to plan participants, rather than the full text of the plan, were
typically available for insured plans.

3. Master group annuity contract setting forth the full text of the insured pension
plan and obligations of the parties.

4, Individual certificates of participation issued to participants under some in-
sured plans.

5. The D-1 and D-2 forms and attachments which give an overall description of
the plan and summary financial information.

For certain key characteristics, as explained below, the analysis was based on sup-
porting documents filed by the administrators, rather than on the form itself, supplemented
by other sources of information available to the Bureau of Labor Statistics.

Plan administrators indicated on the D-1 form (item 5) the industry division in which
most of the participants were employed. Eight broad divisions were listed: Manufacturing;
mining; construction; transportation; communications and utilities; wholesale and retail trade;
finance, insurance, and real estate; and services. To provide a more informative and mean-
ingful breakdown of the plans studied and to correct errors in reporting (probably mostly
due to the lack of industry definitions), each plan was classified into the 2-digit industry
groups of the Standard Industrial Classification.?? ‘Guidance for this classification was ob-
tained from the D-1 form, and was checked against supporting plan documents. For some
plans it was also necessary to check other sources available to the Bureau of Labor Statistics.

Time Periods. Due to a lag in filing and processing reports, the studyinvolved sev-
eral time periods. The reports studied were selected from a list of all 1960 D-2 reports
filed with the U.S. Department of Labor—the latest complete list available at the time of
the study. The worker coverage data, however, were obtained from the latest annual fi-
nancial report {D-2 form) on file. This usually showed average worker coverage during
calendar year 1961 or a fiscal vear ending in 1961. However, the major characteristics
and plan provisions relate to 1962—-63, since the plan provision analysis was based on the D-1
plan description form which was up to date at time of the analysis, the winter of 1962—63.78

Sampling Method. The study was based on a stratified random sample. The sam-
ple was stratified by two key characteristics reported by plan administrators and tabulated
by the Office of Labor~-Management and Welfare-Pension Reports: (1) The industry division
in which most participants are employed, and (2) the number of active and retired workers.
All plans with 5,000 participants or more were included in the study, regardless of industry.
In mining, all with 3,000 participants or more were included. A random sample of reports,
stratified by industry and worker coverage, was selected for those with fewer workers.

The large plans selected with certainty represented less than 3 percent of the plans
and over 60 percent of the workers covered by pension plans that filed reports with the
Labor Department for 1960.

77 Bureau of the Budget, Standard Indistrial Classification Manual, 1957.
78 Sec. 6(b), as amended, requires the reporting of amendments within 60 days after they have been effectuated.
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Data for each plan selected in the sample were weighted in accordance with the prob-
ability of selecting its report, For example, where 1 report out of 5 was sampled in an
industry-size group, it was considered as representing itself and four other plans and was
given a weight of 5. Therefore, if the plan provided vesting, it would be counted as 5 plans
providing vesting in the total estimates.

Because of legal, administrative, and financial arrangements and preferences of ad-
ministrators, the scope of the submissions varied widely. For example, a firm with sepa-
rate plans for production and salaried workers and common financial and administrative tech-
niques might file only a single report. On the other hand, separate reports might be made
for the two plans because different administrative arrangements were used. For this study,
combined reports of the first type were examined and analyzed, and separate coverage fig-
ures (reported or estimated) were assigned to each plan. On the other hand, if, as in the
second case, separate reports were made, both plans were analyzed only if both were se-
lected for the sample.

In addition, some firms or major divisions offer supplemental plans to all or cer-
tain groups of workers covered by a basic plan. Again, separate submissions for each plan
might be made, or they mignt be combined. If the basic plan fell in the scope of the sam-
ple (whether by certainity or chance) the subordinate plan was also analyzed even if it was
described in another report. However, if the report selected in sampling was that of a sub-
ordinate plan, it was dropped from the sample and considered out of scope unless the as-
sociated basic plan was also selected. By this method, the plans for which there were two
submissions were not given a better chance of being selected than those where the basic and
subordinate plan were included in one submission (in which both cases were analyzed).

For plans in which a basic and subordinate plan were analyzed, it was found that
certain benefits were included in one plan but not the other and, in some instances, require-
ments for benefits were different, e.g., the basic plan had vesting while the subordinate
plan did not. For the tabulations in this study, the requirements of the plan which applied
to and yielded the highest benefit for a worker assumed to earn $500 a month were used.
A group of 286 plans with 475,000 workers had to be adjusted in this manner. In the re-
maining cases the requirements for benefits of the basic and subordinate plans were iden~
tical so that no adjustment was needed.
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Appendix B. Tables

Table B-1, Reduction Factors for Early Retirement Between Ages 60 and 65, in Private Pension Plans
by Employer Unit, Collective Bargaining Status, and Method of Financing, Winter 1962—63

{(Workers in thousands)

All plans with early Mentioned in a
N Single employer Multiemployer collective bargaining
: retirement
Reduction factors agreement
Number | Workers Plans Workers Plans Workers Plans Workers
1
All plans with early retirement - 12,099 | 11,786 11,735 10,657 364 1,129 .‘ 4,511 7,680
1
No reduction ? o oeommioaccmaee 169 1,162 169 1,162 - - 51 977
Actuarial ! 8,067 5,821 7,968 5,540 99 281 2, 150 3,072
Uniform percent for each month
prior to age 65 - 2,837 4,192 2,635 3,552 202 640 1,898 3,185
/¢ of | percent 32 108 32 108 - - 11 51
/3 of 1 percent - 52 545 50 529 2 16 24 439
Y10 of 1 percent 62 ! 193 60 181 2 12 8 130
!/, of 1 percent 934 1,245 8zl 727 113 518 462 989
5/.; of 1 percent 179 710 | 166 672 13 ) 38 91 493
%0 of 1 percent 1,006 1,294 | 937 1,242 69 : 47 781 997
5 of 1 percent 520 71 517 62 3 9 i 520 71
%, of 1 percent 52 31 | 52 31 - - 1 15
Tables of reduction factors not
uniform 3 836 419 804 284 32 135 324 289
Table of reduced benefit
amounts 31 91 1 25 30 66 31 91
Other 159 102 158 94 1 8 57 67
Not mentioned in a
collective bargaining Noncontributory Contributory
agreement
All plans with early retirement 7,588 4,106 8,763 8,589 3,336 3,197
No reduction ? 118 186 132 1,042 37 120
Actuarial 5,917 2,749 5,593 3,869 2,474 1,952
Uniform percent for each month prior to age 65 cueee. 939 1,006 2,575 i 3,228 262 | 965
Y4 of 1 percent 21 57 20 ! 46 12 ! 62
!5 of | percent ' 28 106 41 152 L S 393
%0 of 1 percent ! 54 63 61 180 1 13
!/, of | percent | 472 256 736 1,044 198 201
%y of 1 percent 88 217 162 592 17 118
o of 1 percent 225 292 983 1,112 23 178
°/g of 1 percent - - 520 71 - -
¥y of 1 percent 51 15 52 31 - -
Table of reduction factors not uniform 512 130 374 289 462 129
Table of reduced benefit amounts - - 31 91 - -
Other 102 34 58 71 101 31

Based on a study of 15,818 private pension plans covering 15, 6 million active workers in 1961,
Includes 57 plans covering 966,000 workers with normal retirement at age 60 and early retirement at ages earlier than 60,
Not based on a uniform monthly reduction; often an approximate actuarial reduction.

NOTE: Because of rounding, sums of individual items may not equal totals.
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Table B-2.

Reduction Factors for Early Retirement Between Ages 55 and 60, in Private Pension Plans

by Employer Unit, Collective Bargaining Status, and Method of Financing, Winter 1962—63!

(Workers_in thousands)

T
All plans with early |

Mentioned in a

) retirement Single employer Multiemployer collective bargaining
Reduction factors agreement
Number Workers Plans Workers Plans Workers ! Plans Workers
All plans with early retirement .- 12,099 11,786 : 11,735 10,657 364 1,129 ‘L 4,511 7,680
No provision for early retirement : i

between ages 55 and 60 —euee oo 3,930 4,726 : 3,748 4,300 182 426 1: 2,101 : 3,641
All plans with early retirement i i {

at age 55 i 8,169 7,060 7,987 6,357 182 703 2,410 | 4,039
No reduction coamomocam o an | 93 878 93 878 - - 27 825
Actuarial i 6,592 4,149 6,532 4,012 60 137 1,540 1,730
Uniform percent for each month i ‘

prior to 60.-..- 890 1,565 | 801 1,148 89 417 516 1,135

'/ of 1 percent 44 | 305 43 296 1 9 18 143

%, of 1 percent 73 241 71 229 2 12 9 161

Y/, of I percent 406 ! 563 322 214 84 347 329 513

%, of 1 percent .. ' 173 212 170 163 2 49 | 42 144

¥, of 1 percent : 175 . 174 175 174 - - 115 149

"h, of 1 percent - i 20 72 20 72 - 1 - 3 25
Table of reduction factors not |

uniform 2 580 377 549 249 31 | 128 319 276

Other I 14 91 12 69 2| 22 8 73
L
Not mentioned in a !
collective bargaining * Noncontributory Contributory
agreement
All plans with early retirement 7,588 4,106 8,763 8,589 3,336 3,197
=

No provision for early retirement between ages | !

55 and 60 1,829 1,085 3,198 4,000 732 726
All plans with early retirement at age 55 coaomumnooomommneee 5,759 3,022 5,565 4,588 2,604 2,470
No redvction 66 53 83 865 10 13
Actuarial 5,052 2,419 4,387 2,255 2,205 1,893
Uniform percent for each month prior to age 60 «oeemeer 374 430 768 1,156 122 407

/3 of | percent 26 162 36 153 8 152
Ys of | percent 64 80 71 197 2 44
1/, of 1 percent 7 48 385 502 21 58
%1, of 1 percent 130 68 111 135 61 77
% of 1 percent 60 25 154 150 21 23
"2 of 1 percent 17 47 11 19 9 53
Table of reduction factors not urAform?2 e 261 101 318 254 262 123
Other 6 19 9 58 5 34

Based on a study of 15,818 private pension plans covering 15, 6 million active workers in 1961.

2

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