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FOREWRD

The Pension Plan Conference held this April in Monterey proved
one of the most successful educational efforts yet sponsored by the
California State Federation of Labor.

It was successful not only in terms of attendance but, more
importantly, in terms of participation and benefits received by our
union and council delegates.

We are now looking atiead to similar conferences wzhich will
make our movement a more effective instrument of service to the
working people of California.

C. J. Haggerty, Secretary-Treasurer
California State Federation of Labor



INTRODUCTION

For the past nine years the California State Federation of Labor
and the Institutes of Industrial Relations on the Los Angeles and Berke-
ley campuises of the University of California have joined forces to pre-
sent an annual week-long conference on problems of interest to organized
labor.

This year it seemed that the question of negotiated pension plans
was of such great and current interest to California labor that it was
decided by the conference planmers to devote the whole week, except for
the evening sessions, to that subject.

The conference subsequently considered a wide range of problems
in this area, ranging from the economic status of retired workers and
the detai.led steps involved in the establishbnt and operation of pen-
sion plans to the impact of pension funds on the nation's economy.
Because of the importance of these matters and the great amount of
valuable information presented at the conference, it has seemed appro-
priate to publish the conference proceedings for distribution to partic-
ipants. We hope they will be of use to those unions represented at
the conference, and that they will erncourage further debate on a matter
vital both to organized labor and to the community at large.

Arthur M. Ross George H. Hildebrand
Director Acting Director
Institute of Industrial Relations Institute of Industrial Relations
University of California University of California
Berkeley Los Angeles
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PROGRAM

SUNDAY

3:00 - 6:00 p.m.

7:30 p.m.

Registration

Welcoming Address
C. J. HAGGERTY, Secretary-Treasurer,
California State Federation of Labor

'What's Ahead in the Economy"
GEORGE HILDEBRAND, Acting Director,
Institute of Industrial Relations,
University of California at Los Angeles

MONDAY

9:00 a.m.

10:45 a.m.

12:00

1:30 p.m.

"Economic Problems of the Older Worker"
MARGARET S. GORDON, Acting Director,
Institute of Industrial Relations,
University of California, Berkeley

"Life and Work Expectancy"
IRVING PFEFFER, Assistant Professor of
Insurance, University of California at
Los Angeles

Lunch

"How Long Should a Man Work?"
FREDERIC M. KRIETE, M.D., Assistant Chief
Division of Preventive Medical Services,
California Department of Public Health

3:00 p.m. Adjo-urn
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'"What are the Issues in Racial Integration?"
FRANKLIN WILLIAMS, Regional Attorney,
National Associatitn for the Advancement of
Colored People
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"How to Live Longer"
HARDIN B. JONES, Professor of Physiology and
Medical Physics, University of California,
Berkeley

"How to Integrate Health and Welfare Benefits
Wit)i Pension Plans"
Discussion led by: ARTHUR CARSTENS, Assistant
Director, Labor Programs, Institute of Indus-
trial Relations, University of California at
Los Angeles

Lunch

"Hlow to Set Up a Pension Plan"
MARTIN SEGAL, Pension Consultant

Panel Discussion
EDWARD WIISON, Sailors Union of the Pacific
S. E. THORNTON, Vice President, WTestern
Federation of Butchers

Adjourn

"Labor's Stake in Atomic Energy"
BURTON J. MOYER, Professor of Physics,
University of California, Berkeley

Adjourn

"How to Negotiate a Pension Plan"
MARTIN SEGAL



10:45 a.m.
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Panel Discussion
BEN BURKOV, Consuiltant, Retail Clerks Union #770
GEORGE ELNER, Administrator, Pension Fund,
Marine Cooks and Stewards AFL-CIO

Lunch
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Security Fund
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"Pension Programs and Collective Bargaining
Agreements"
MAX KOSSORIS, Regional Director, Bureau of
Labor Statistics, United States Department
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FRIDAY

9:00 a.m.

"Labor's Stake in Foreign Affairs"
HENRY RUTZ, AFL-CIO Representative in Europe

Adjourn

"The Future of Private Pension Plans"
JAMES E. WALTER., Professor of Business Adminis-
tration, University of California, Berkeley
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12:00

Sumary Discussion
Staff and Conferees

Lunch and Presentation of Certificates
Speaker: THMAS L. PITTS, President,
California State Federation of Labor



Registrants

STATE FEDERATION PENSION PLAN CONFERENCE

Monterey, California
April 15 - 20, 1956

ABBOTT, Aaron E.
Sheet Metal Workers #252
4697 E. Yale Ave.
Fresno

ALVERS, Larry
Paint Makers #1101
12 Cambridge Way
Piedmont

ANDERSEN, J. P.
Auto Machinists #1305
108 Valencia St.
San Francisco

ANSEIMO1, Antlhony
Joint Board Hotel & Restaurant Employees
26 O'Farrell St.
San Francisco

ARMSTRONG, Wallace
Laborers #89
1025 F St.
San Diego

ARNOLD, Jack
Hotel Emp. & Culinary Workers #681
324 E. 4th
Long Beach

BELL, Dorothy
United Garment Workers #197
124 Contra Costa St.
Vallejo

BENTON, Charles
Laborers #389
701 B St.
San Mateo

BIGGERS, Walter E.
Teamsters #431
1059 T St.
Fresno

BLAZINA, Paul J.
Teamsters #93
846 So. Union Ave.
Los Angeles

BLINKS, Arthur
Laborers #220
2201 H St.
Bakersfield

B.ONET, Joseph A.
Laborers #300
2005 W. Pico Blvd.
Los Angeles

ARNOLD, Kathryn
Hotel Emp. & Culinary
324 E. 4th
Long Beach

ASH, Robert S.
Central Labor Council
2315 Valdez St.
Oakland

BARTALINI, C. R.
Bay Co. Dist. Council
200 Guerrero St.
San Francisco

Workers #681

of Alamneda Co.

of Carpenters

BCSTWICK, Howard
Laborers #304
2315 Valdez St.
Oakla nd

BOX, Lawrence W.
Sugar Refining E-nployees #20037
Loring Ave.
Crockett

BROWN, M. W.
Retail Clerks #1222B
P. 0. Box 2312
San Diego

BEILARDI, Joseph
Cooks #44
827 Hyde St.
San Francisco

BURGESS, E. A.
Sign, Scene, Pict. Decorators #831
746 So. Alvarado St.
Los Angeles



- 2 -

CAM4PBELL, Arthur B.
Laborers #389
701 B St.
San Mateo

du GARDYN, Sonyja
H.R.E. & Bartenders #483
338 Calle Principal
Monterey

CHESTNlUT, James H.
Carpenters #1710
129 Eldridge Ave.
Mill Valley

DUNN, Earl V.
Firefighters #1014
421 No. Gretna Ave.
Whittier

CHIIDERS, J. L.
Alameda Co. Bldg. Trades Council
2315 Valdez St.
Oakland

CONLEY, Walter F.
Laborers #326
1971 Broadway
Vallejo

DUNNING, Clifton J.
Carpenters #266
805 E. Weber
Stockton

EMMA, Joe
Laborers #802
540 N. Marine Ave.
Wiilmington

COUTANT, George 0.
Teamsters #595
846 So. Union Ave.
Los Angeles

FELIX, John P.
Laborers #89
1095 F St.
San Diego

CROW(ELL, Russell R.
Cleaners #23
610 - 16th St.
Oakl and

FEW, Ike
Local 294
631 Kearney Blvdd.
Fresno

DADDARIO, Nicholas
Pari-Mutuel Employees #280
629 W. 9th St.
Los Angeles

DECKER, Martin Jess
Carpenters #1913
14434 Frier St.
Van Nuys

FINNIE, Don
Butchers #120
2315 Valdez St.
Oakland

FLINT, Ray A.
Teamsters #150
2525 Stockton Blvd.
Sacramento

DeROO, Chester
Teamsters #431
1059 t'T" St.
Fresno

FLYNN, W. F.
Teamsters #93
846 So. Union Ave.
Los Angeles

DONOVAN, John L.
L.A. Central Labor Council
1830 E. Florence Ave.
Los Angeles

DOUGHERTY, Art
Bartenders #41
16231k Market St.
San Francisco

GEER, Ethel M.
Culinary Workers #31
610 - 16th St.
O&kland

GOLDBERGER, Jack
San Francisco Labor Council
2940 - 16th St.
San Francisco



- 3 -

GROUIX, Richard
Alameda Central Labor Council
2315 Valdez St.
Oakland

HARDICK, Wn. J.
Refrigeration Fitters #250
1328 W. 6th St.
Los Angeles

HARVEY, Daniel
Laborers #300
2005 W. Pico
Los Angeles

HERBERA, Martin R.
Laborers #300
2005 W. Pico
Los Angeles

HOPP'E, C. L.
Machinists #1305
108 Valencia St.
San Francisco

HOPPER, G. E.
Laborers #389
701 B St.
San Mateo

HUFF, Elizabeth
Plubers #365
220 Montgomery St.
San Francisco

IVEY, Isaiah K.
Laborers #89
1025 F St.
San Diego

JAMES, Benjamnin T.
Laborers #220
2201 H St.
Bakersfield

JINKERSON, Claude
Grocery Clerks #648
1968 Mission St.
San Francisco

JOHNSEN, Betty
Retail Clerks #899
122 E. Victoria
Santa Barbara

JOHNSON, Jay
Laborers #304
2315 Valdez St.
Oakland

JONES, Paul L.
Laborers #304
2315 Valdez St.
Oakland

JORGENSEN, F. 0.
Santa Clara Valley District Council
of Carpenters

45 Santa Teresa St.
San Jose
KELLY, Alfred E.
Bldg. Service Employees #9
240 Golden Gate Ave.
San Francisco

KELLY, John M.
I.B.E.W. #47
1416 S. Garfield
AZlhambra

KINNICK, John B.
Office Employees #29
610 - 16th St.
Oakland

KOPKE, Jack
Paint Makers #1101
2315 Valdez St.
Oakland

LALOR, Lee
Laborers Intl. Union
25 Tqnr St.
San Francisco

LEWIS, W. F.
Laborers #220
2201 H St.
Bakersfield

JOHNS, George W.
San Francisco Labor Council
2940 - 16th St.
San Francisco

LONG, Richard
Culinary Workers #40
1417 We 216th St.
Torrance



- 4 -

WDTTI, Ernest
Chauffeurs #265
59 Currier St.
San Francisco

MITCHELL, Ralph K.
Carpet & Linoleum Layers #1235
3186 - 16th St.
San Francisco

McDONOUGH, F. T.
Plasterers
1327 Hauser Blvd.
Los Angeles

MUELLER, E. M.
Laborers #507
6701 Atlantic
Long Beach

McGOURTY, E. T.
B.M.P.I.U. #18
1122 West 24th St.
Los Angeles

MULGREW, Ernest W.
Teamsters #70
826 West St,.
Oakland

McLOUGHLIN, James
Retail Clerks #428
84 S. First
San Jose

NEERGAARD, Art
Bartenders #41
1623jg Market St.
San Francisco

MARSH, Charles
Painters #36
2323 N. 8th St.
Los Angeles

NICHOLS, R. W.
I.A.T.S.E. #728
7904 Santa Monica Blvd.
Hollywood

MARTY, Albert A.
Teamsters #150
2681 Riverside Blvd.
Sacramento

NORBERG, Eric
Laborers #304
2315 Valdez St.
Oakland

MATTGS, John F.
Laborers #272
102 Toro Ave.
Salinas

OtHARE, Robert J.
Carpenters #1400
1243 - 14th St.
Santa Monica

McKNIGHT, Paul C.
Pacific Mutual Life Insurance Co.
600 California St.
San Francisco

O'NEIL, John H.
Machinists #1781
715 El Camino Real
San Bruno

M-ETRO, Bertha
Hotel & Club Serv.
333 Turk St.
San Francisco

Workers #283
O'SHEA, Frank P.
Plasterers #66
819 Lyon St.
San Francisco

MICHELSEN, Edwin F.
Butchers #516
2123 Adeline Drive
Burlingamne

MITCHELL, 0. K.
Laborers #886
810 - 14th St.
Oakland

PARKER, Lester A.
L.A. Bldg. & Construction Trades
Council

1626 Beverly Blvd.
Los Angeles

PARMER, Robert J.
Sheet Metal Workers #108
2008 W. 7th St.
Los Angeles



PERCY, W. Wesley
Lino., Carpet & Tile Layers #1237
5351 Whittier Dr.
Sacramento

PHILLIPS, Ted
Retail Clerks #1167
595 W. I St.
Colton

PORTERFIELD, Jim
Laborers #261
25 Taylor St.
San Francisco

QUEVEDO, Mike
Laborers #300
2005 W. rico Blvd.
Los Angeles

RAMCS, Daniel F.
Production Workers #1518
701 Webster St.
Oakland

RICHARDSON, R. R.
Laborers #89
1025 F St.
San Diego

ROSEN, Paul S.
Musicians #6
2367 Francisco St.
San Francisco

ROTELL, Thomas W.
Pacific Coast Dist. Metal Trades Coun.
P. 0. Box 7
Corte Madera

ROWAN, John
Apt. & Hotel Employees #14
240 Golden Gate Ave.
San Francisco

RUST, Ben
Teachers #866
781 Ventura St.
Richmond

SANFORD, Thurman E.
Carpenters #929
7315 S. San Pedro St.
Los Angeles

SCHNEIDER, Lloyd A.
Fire Fighters #1014
22256 MacFarlane Dr.
Woodland Hills

RIZZO, Frank J.
Plumbers #444
21450 Meekland Ave.
Hayward

ROBINSON, Charles
N. Calif. Dist. Council of Laborers
474 Valencia St.
San Francisco

RCBINSON, John K.
Hospital & Irnstitutional Workers #250
240 Golden Gate Ave.
San Francisco

RCE, Charles
S.F. Bay Dist. Council of Carpenters
14th & Guerrero St.
San Francisco

ROHRBACH, H. C.
So. Calif. Dist. Coun. of Laborers
541 Spring St.
Los Angeles

SCHWAB, Henry
Teamsters #216
304 - 7th Ave.
San Mateo

SHOOP, John R.
Paint & Brush Makers #1071
478 Valencia St.
San Francisco

SKIDMORE, Loretta
Culinary Workers #822
3106 Concord Blvd.
Concord

SKIDMORE, Robert A.
Laborers #324
611 Berrellera St.
Martinez

SMAKER, R. J.
Sugar Ref. Employees #20037
Loring Ave.
Crockett



SMITH, Ed
Painters #487
2525 Stockton Blvd.
Sacramento

T"ARJIBLE, Loney
Laborers #291
701 Mission St.
San Rafael

SMITH, Emerson
Laborers #802
540 N. Marine Ave.
W,ilmington

VARDA, Johmie
Laborers #802
540 N. Marine Ave.
Wilmington

SMITH, Lester A.
Laborers #304
2315 Valdez St.
Oalland

VERACRUSE, Jerome
Teamsters #595
846 So. Union Ave.
Los Angeles

SOUTHERN, Joe E.
Laborers #220
P. 0. Box 301
Bakersfield

VERNON, Ernest H.
Auto. Mechmiics #1546
2315 Valdez St.
Oakland

STALLINGS, Edison
Paper Makers #334
719 So. 21st St.
Richnond

WAGNER, Marvin
I.B.E.W. #1245
1323 - 1st Ave.
Salinas

STEFBENS, Marie E.
Hotel & Club Serv. Workers #283
333 Turk St.
San Francisco

WALKER, David H.
San Francisco Bldg.
220 Montgomery St.
San Francisco

Trades Council

STEVENS, J. T.
Culinary Workers #681
324 E. 4th
Long Beach

STREET, Jack
Laborers #965
25 Taylor St.
San Francisco

WASHINGTON, Robert G.
Laborers #300
2005 W. Pico Blvd.
Los Angeles

WHEELER, Helen
Miscellaneous Employees #110
83 - 6th St.
San Francisco

SULLIVAN, John A.
Warehousemen & Food
1901 Broadway
Redwood City

Processors #655
WHITE, Jack E.
Wood, Wire & Metal
941 E. First St.
Santa Ana

Lathers #440

SUM[ERFIELID, Les
Bakery Drivers #432
2315 Valdez St.
Oakland

THORPE, Phil
Laborers #389
701 B St.
San Mateo

WHITEHOUSE, Harry F.
Laborers #270
45 Santa Teresa St.
San Jose

WILLThRS, Dave
Bay Counties Dist. Council of Carpenters
566 - 28th St.
San Francisco



- 7 -

WILLIAMSg, Hugh L.
Teamsters #848
846 So. Union.Ave.
Los Angeles

WILLIAM'B, Sam K.
Painters District Council #48
1074 La Cadena Drive
Riverside

WILSON, Ray M.
Laborers #783
599 G St.
San Bernadino

WIRTAIE, Swen E.
Sugar Ref. Employees #20037
Loring Ave.
Crockett

YOUNG, William M.
Carpenters #1437
218 No. Tamarind St.
Compton



STAFF, SPEAKERS, DISCUSSANTS AN GUESTS

BURKOV, Ben
Retail Clerks #770
San Francisco

CARISON, IKenneth
Teamsters Security Fund
San Francisco

CARSTENS., Arthur
Institute of Industrial Relations
University of California
Los Angeles

CONZETT, Gail
Institute of Industrial Relations
University of California
Berkeley

DREYER, Russell R.
Apt. & Hotel Employees #14
240 Golden Gate Ave.
San Francisco

du GARDYN, Michael
H.R.E. & Bartenders #483
338 Calle Principal
Monterey

ELNER, George
Marine Cooks & Stewards
450 Harrison
San Francisco

GOLD, Loua
H.R.E. & Bartenders #483
338 Calle Principal
Monterey

GORDON, Margaret S.
Institute of Industrial Relations
University of California
Berkeley

HAGGERTY, C. J.
California State

of Labor
San Francisco

Federation

HENNING, John F.
California State Federation

of Labor
San Francisco

HILDEBRAND, George
Institute of Industrial Relations
University of California
Los Angeles

HUTCHINSON, John
Institute of Industrial Relations
University of California
Berkeley

JONES, Hardin B.
Donner Laboratory
University of California
Berkeley

KOSSCRIS, Max
Bureau of Labor Statistics
U. S. Dept. of Labor
San Francisco

KRIETE, Frederic M., M.D.
Div. of Preventive Medical Services
Calif. Dept. of Public Health
Berkeley

LANG, Harry
Jewish Daily Forward
114 No. Wetherly Drive
Beverly Hills

LANG, Lucy Robins
114 No. Wetherly Drive
Beverly Hills

LIEBERMAN, Marcia
Institute of Industrial Relations
University of California
Berkeley

MOYER, Burton J.
Radiation Laboratory
University of California
Berkeley

PEEFER, Irving
School of Business Administration
University of California
Los Angeles

PITTS, Thomas L.
California State Federation

of Labor
Los Angeles



- 2 -

RUTZ, Henry
AFL-CIO
Washington, D. C.

SEGAL, Martin
New York City

SMITH, Virginia B.
Institute of Industrial Relations
University of California
Berkeley

THORNTON, S. E.
Western Federation of Butchers
572 Flood Building
San Francisco

WALTER, James E.
School of Business Administration
University of California
Berkeley

WILLIAMS, Franklin
N.A.A.C.P.
San Francisco

WILSON, Ed
Sailors Union of the Pacific
450 Harrison Street
San Francisco



TABLE OF CONTENTS

Page

THE WORKER AND COLLECTIVE BARGAINING IN THE AMERICAN ECON(1MY
IN THE NEXT TEN YEARS . .

George H. Hildebrand
. . . a *0a.. 0. 0 0 . 0 . 0 . 1

ECONCMIC PRCBLEMS OF THE OLDER WORKER ..
Margaret S. Gordon

HCT LONG SHOULID A MAN WORK? ..
Frederic M. Kriete

HOW TO LIVE IOINGE:R . . . . . . .
Hardin B. Jones

LIFE AND WORK EXPECTANCY . .....
Irving Pfeffer

HOW TO SRT UP, NEGOTIATE AND ADMINISTER A PEN
Martin E. Segal

METHCDS FOR UNION FENSION NEGOTIATORS ..
Bernard B. Berkov

THE APARTMENT ANTD HOTEL EMPLOYEES PENSION PLA
Russell R. Dreyer

THE MARINE COOKS AND STEWARDS PENSION PLAN
George Elner

*0 0 00* 0 0 a

* 0* 0* 0* * *

* 0* 4* * a** *

[SION PLAN

* * * 0 *

,N

THE PEN.SION PLAN OF TEE SAILORS' UNION OF THE PACIFIC ...

Ed Wilson

THE WESTERN CONFERENCE OF TEAMSTERS PENSION PLAN ... I.s

Kenneth W. Carlson

PENSION PLANS UNDER COLLECTIVE BARGAINING AGREEDDNTS IN
CALIFORNIA., 1956 . . . . . . . . . 0 0 0 . 0 . 0.0. .

M. D. Kossoris

FUTUlIRE OF FRIVATE PENSION PLANS 0 0 *... . *.*.. ..
James E. Walter

* * *

3

8

12

19

24

42

45

50

51

56

58

62

0 a 0

0 0 a



THD3 W4OREKf AND COILECTIVE BARGAININJG IN TIHE A1ME-RICANE
IN THE N\EXYT TEN YEARS

Dr. George H. Hildebrand, Acting Director
Institute of Industrial Relations,

University of California at Los Angeles

At the end of 1954 seven million union members were covered by pri-
vately negotiated pension plans, wihich compares with only a half-million
in 1945. Thisvery important achievement may be attributed to collective
bargaining.

The rapid growth of negotiated pension systems has occured in a con-
textof rapid and well-sustained economic expansion since the War. Only
two brief recessions have interrupted this growth. Both were mild. The
second one, extending over about fifteen months between 1953 and 1954,
had its inception in a rapid drop of federal spending followqing the end
of the Korean W-Jar. This invoked a considerable contraction in business
inventories, wrhich fed the recession. Prompt liberalization of credit
and broad tax reductions, aided by increased p;rments of unemployment
compensation, proved sufficient to produce recovery and renewed expansion.

In looking ahead ten years, the question naturally arises: iwill wve
have another great depression? I do not think so. We have learned a
great deal about combatting depressions. Tax policy, public spending
and monetary policy are now recognized to be weapons of great power for
stabilizing economic growth. liWithin the economy many forces are at work
to sustain growth: longer range business planning, much emphasis upon
industrial research and development, broad investment opportunities for
a growing urbanized population, and wqage rates that are reasonably well
geared to rising productivity while increasingly resistent to cuts dur-
ing slack periods.

This does not mean that no fluctuations can ever again occur in our
economy. However, there is reason to believe we can prevent another
great depression; that long-term growth is a practical objective for
policy.

Supposing, then, that growth is the outlook, what would it mean to
the American worker by 1965? Staff estimates for the Joint Conmittee on
the Economic Report show that by 1965 gross national product at full em-
ployment (in 1955 prices) would reach $535 billion, up nearly 40 per cent
from 1955. Per capita income would be '.,p2,000, up 24 per cent. For non-
agricultural workers annual working hours could fall from 2,000 to 1,800,
and the hours saved could be applied to longer paid vacations, more paid
holidays, or a shorter working week. If productivity rises by 2.5 per
cent, real gross hourly earnings in manufacturing could advance between
25 and 30 per cent without inflationary pressure. The average annual
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real earnings of the industrial worker could increase from W3,800 in
1955 to around $4, 800 in 1965. Population would rise to 190 million
(+ 15.2 per cent), the civilian labor force would reach 76 million, of
which 67.5 million would be nonagricultural employees, managers, and pro-.
fessionals.

So much for the economic prospects: what problems and changes do
they imply for unionism and collective bargaining? With an increase of
seven or eight million wage and salary workers, present tendencies sug-
gest an increase of union membership by two or tlhree million from growth
in the labor force alone. Beyond this, added growth will depend on the
ability of the unions to organize white collar workers and to penetrate
difficult segments such as small towns, small plants, and retail and
wholesale trade.

Economic growth will also bring much technological change or "auto-
mation," which rill pose difficult problems for bargaining. Marked
shifts in skill requirements will displace middle-aged workers with obso-
lete skills. Retraining programs, layoff and severance pay plms will
will become important in some plants. Changes in plant occupational
structures will pose problems for bargaining units and seniority systems.
Competition among firms and industries will place a premium on cost-
saving innovations, compelling firms to initiate or to adapt to change
as the price of survival. Here particularly collective bargaining will
have the opportunity to accommodate suGh needed changes while moderating
the short-term hardships they will involve for some workers. Given the
traditional flexibility and practical outlook of American unionism, there
is no reason to fear its ability to adjust to such problems without re-
sort to blind resistance to change.

Adjustment is the price of economic change. Higher productivity is
its reward. Change reduces the impact of human effort required for a
given total product. It also permits new and better products. In these
ways the American people can have more production relative to the labor
force, and more leisure as well. Collective bargaining will have much
to do with the proportions in whlich these gains in productivity will be
distributed.

Barring the possibility of war, we are entering a period in vhich
poverty can be finally eliminated, basic requirements for survival can
readily be provided for, and a margin of surplus can be generally had in
various forms: higher consumption standards, increased recreation and
play. More attention can thus be given in the future to methods for pro-
tecting workers from income losses which are the cost of economic change.
Here flexible collective bargaining can play a particularly constructive
role.

Taken as a whole, there are strong sustaining forces working for
economic growth. We have the means to prevent extreme interruptions in
that growth. Growth winll bring problems, ihich the unions must share and
help to solve. With intelligence and mutual good will, adequate solu-
tions will be forthcoming.
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ECONOMIC HRCBLEMS OF THE OMDER WCRKER

Dr. Margaret S. Gordon, Acting Director
Institute of Industrial Relations,
University of California, Berkeley

The problem of adverse income and employment opportunities for older
workers has received so much attention in recent years that widespread
awareness of the problem can be taken for granted. It has come to be
identified in the public mind as one of the problems associated with the
laging" of the American population. This association is somewhat unfor-
tunate, for the problem of the older worker may continue to be with us,
andpossibly to become more acute, even if, as now seems possible, the
American population should cease to "age" and might actually begin to
grow "younger.o"

The problem of the aged as we knowr it today is a product of indus-
trialization and the various changes which have accompanied it -- demo-
graphic, economic, aid social. For many decades, the population in the
older age group has been increasing more rapidly than the population as
a whole. The proportion of persons aged 65 or more in the total popula-
tion increased from less than three per cent in 1870 to 8.2 per cent in
1950. It is not certain, however, that this trend will continue much
longer. The high birth rates of the last 15 years or so have meant that,
though the older segment of the population is increasing rapidly, the
younger segment is likewise increasing at a spectacular rate.

Even so, the nunber of older persons in the population will continue
to rise rapidly, and the position of older persons in the labor market
may conceivably become more disadvantageous than it is today. In a pe-
riod of rapid technological change -- and here I have in mind not only
automation but other technological developnents as well -- it may become
increasingly difficult to utilize the older worker effectively, unless
the rate of expansion of eesonomic activity is so rapid as to result in
a tight manpower situation.

Much of the discussion of the problems of the older worker has
centered around the question of the proper retirement age and the relat-
ed issue of adequate pensions. I shall have very little to say about
these problems, which will be discussed fully in later sessions. The
point I should like to emphasize is that der work-
er begins-long before retirement.

From an economic point of view, the age group fiaw 35 to 44 is in
the most advantageous situation. Workers in this age group have the
highest incomes, on the average, and are least affected by unemployment.
From about age 45 on, the percentage of persons in the labor force falls
off, average income declines, the unemployment rate rises, arid the dura-
tion of unemployment increases as we proceed to successively higher age



groups. This does not mean, of course, that every worker finds his
economic position deteriorating as he grows older. It simply means
that, on the average, from about age 45 on, the older the age group, the
less advantageous its economic position is likely to be.

In this connection, it is useful to distinguish between the "elder-
ly" years, from about 65 on up, and the "critical" years, from approxi-
mately age 45 to 64.

TheElders ears
The great majority of persons aged 65 or more are not working. In

1955, only 40 per cent of the men and 11 per cent of the wonen in this
age group were in the labor force. According to the most recent avail-
able income data, relating to the year 1954, the median income for men
aged 65 or more was only $1, 268 aid, for women, only $694. It is
scarcely necessary to elaborate on the inadequacy of these levels of in-
come. A more intensive study of the income status of aged persons, con-
ducted at the Institute of Industrial Relations, indicated that the
elderly persons or couples who had some earnings were very much better
off than those who had to get along solely on pensions or other forms
of retirement incame.

Thus, the economic position of aged people would be vastly improved
if their employment opportunities could be expanded. And yet, our study
suggests that the number of potential workers in the retired group is
very limited. Among the men aged 65 or more who were out of the labor
force, 77 per cent reported (in a nationwide survey conducted early in
1952) that they did not consider themselves wiell enough to work. Further-
more 60 per cent of these men said they had retired because of ill
health. Very few of the aged women who were out of the labor force had
had any work experience at all since age 50.

One of the most significant findings emerging from this study was
that, among aged men, ill health was a more pervasive problem for those
who had been manual workers than for those who had been engaged in non-
manual occupations. When the men were classified according to their
longest occupations, those who had been manual workers were much more
likely to report that they did not feel well enough to work and had left
the labor force because of ill health than those who had been nonmaual
wJorkers.

The Critical Years

The problems of the critical years have received less attention
than those of old age, but a fundamental attack on the poverty and ill
health of old age can be made only by dealing more adequately with the
whole problem of the worker's adjustment to aging throughout the span
of his working life and particularly during the critical years.



The two problems of the critical years that particularly requi-fe
attention are age discr ation in hiri and the problem of shifts in
job assignment for aging workers. The first is a familiar problem; the
second has received relatively little attention but is likely to become
increasingly important under the impact of automation and other technol-
ogical developments.

Age discrimination in hiring would be a relatively minor problem
if unemployment raw4y occurred in the later working years. But there
is evidence that a very substantial proportion of older workers find
themselves in a situation in which they have to seek a job at some time
or other after age 40 or 45 -- and a good mmy are in the job market re-
currently. At any given time, particularly in a period of close to full
employment such as the present, unemployment rates for older men and
women are not especially high -- they are only slightly higher than for
the favorably situated 35 to 44 age group. But there are mmy circum-
stances which can force an older worker into the job market at some time
in hIs later working years, and when he does have to seek a job it is
likely to take him a long time to find one. In many cases, he has to
"settle" for a job that is less desirable than his former job, in terms
of steadiness of employment and level of pay. Inumerable labor mobil-
ity studies have shown that shifts into service jobs are quite common
in the later years of working life, and while same service jobs provide
fairly steady employment, others do not.

It is true, of course, that unions protest the job security of the
older union member in many ways, through seniority provisions, control
of job referrals, and other means. But seniority status may turn out to
be of little value to an older worker who is employed in a firm that
fails or a branch pl&it that closes down. Or an older worker mey leave
a secure job voluntarily in order to start a small business wbich
doesn't prove successful. Or he may be employed in an industry in which
employment tends to be short-term, casual, or seasonal. Although union
policies typically aim at protecting the older worker's access to jobs
in these industries, it is not always possible for unions to provide
complete protection against the hazard of increasingly intermittent em-
ployment for the aging worker in certain occupations. Some of the em-
ployers in the construction industry, for example, who were interviewed
in conmection with the Institute's older worker study said that if a
union sent a construction laborer in his sixties, they would employ him
for that one day but no longer.

The need for a shift in job assinment in the later years of work-
ing life is most likely to arise in occupations involving heavy manual
labor or requiring speed of reaction, as in certain assembly-line opera-
tions. The solution most frequently sought by both unions and employers
in these cases is a shift to a more suitable job assigment, but this
is not alwmys easily accomplished. In the small firm, the range of
possible reassignments is often limited, and management representatives
in large firms sometimes complain that seniority provisions prevent an
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appropriate shift in assignment. One sizable manufacturing firm n the
Bay Area has been encouraged by its success in developing special work
teams of older workers who set their own pace, and a well-known large
firm in the Los Angeles area is experimenting with a somewhat similar
policy.

Conclusions

W,hether the problem of employment opportunities for the older
worker will becane more serious or not in the next decade or so depends
chiefly on what happens to the general level of employment. If the rate
of economic expansion is rapid enough to absorb the annual increase in
the labor force, the problem of the older worker may not prove to be
difficult, but if we fail to maintain a high level of employment, older
workers are likely to suffer disproportionately. Although it has been
said many times before, it cannot be said too often -- measures directed
toward the maintenance of full employment constitute the most important
form of attack on the problem of the older worker.

Among other ways of attacking the problem, the following are partic-
ularly worthy of mention:

1. Active efforts need to be made (a) to modify barriers to
the employment of older workers and (b) to bring about ap-
propriate shifts in job assigmnents for older workers when
the need arises.

2. Versatile job experience may become increasingly necessary,
since the worker whose job experience has been limited to
a single operation may be left with an obsolete skill in a
rapidly changing technology. A spokesman for a major CIO
union argues that unions will have to insist on versatile
job experience within the firm for their members, even if
this requires some modification of seniority provisions.

3. Some unions are giving increasing attention to the whole
problem of educating and training workers, including sec-
ondary school and vocational training of all types. Young
workers entering the labor market will need more adequate
basic technical training and older workers will need spe-
cial retraining courses in order to adjust successfully to
changing technological requirements. The housewife who
enters the labor market either through choice or necessity
after her children are grown frequently needs access to
special training to renew rusty skills or develop new ones.

4. The findings of our survey of the economic status of the
aged strongly suggest the need for more research directed
toward a better understanding of the relationship between
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health and occupation, particularly in the later years of
working life. If manual workers are more likely to be
forced to retire because of ill health than nomual
workers, does this suggest that a larger proportion of
aging manual workers need to shift to lighter or less de-
manding jobs sane years before retirement? Should unions
place more emphasis on an annual physical check-up for
their members, particularly those who are past 40, and to
what extent should unions support the use of physical ex-
aminations in industry in conmection with the assigment
and reassigmnent of wrkers?

5. Much that I have said has to do essentially with one
rather simple point: that for a variety of reasons an
occupational shift is required in the later years of work-
ing life in a substantial number of cases. The shift may
involve a change to a different job with or without an
intervening period of unemployment, or it may involve a
change in occupational assigmnent on the same Job. The
real challenge - to unions, management, the public em-
ployment service, and other community agencies -- is to
bring about a situation in which shifts of this kind can
occur with a minimum of interruption in continuity of em-
ployment and incmne.
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HCW LONG SHOULD A MAN WORK?

Frederic M. Kriete, M.D., Assistant Chief
Division of Preventive Medical Services,
California Department of Puiblic Health

The question posed here for discussion is one r-tich is always asked
in connection vith discussions of retirement and pensions. In an abso-
lute sense, it is rarely answered; perhaps, indeed, it can never be an-
swered precisely. On the other hand, it is given a practical answer
hundreds of times daily, as individuals are retired from their jobs for
age.

Because we are dissatisfied with the practical efforts to answer
this question, we have to keep on thinking about it; and it is herewith
submitted that three additional questions will help us in our thinking.
These are:

How long can a man work?
How long dows a man want to mork?
How long does society need a man's wrk?

Taking the first question, then, how long can a man work?

It is a matter of common-sense observation that men and women change
as the years advance. Hair turns gray, or disappears; teeth have to be
replaced; bifocals become a necessity; children seem to become noisier
even as hearing diminishes; our ability to learn new tasks becomes im-
paired, making us frustrated; and our memory for recent events becomes
unreliable, making us bores.

Are we, then, useless? To say that we are would be to consider
only half the story.

It has been, for instance, well established that although older
men are less efficient than younger ones in eye-hand-foot coordination,
in speed of reflexes, and in nig.ht vision, and mighttbwefore be pre-
sumed to be poorer drivers, the fact is that they have fewer accidents.

In other areas of performance, it has been amply demonstrated, on
the job, that older worlkers are steadier, more reliable, more accurate,
take fewer leaves, and are responsible for less turn-over than their
younger counterparts.

The explanation lies in the fact that nature has provided some com-
pensations for those adverse changes which occur with aging; and, if we
become deficient in certain respects, we make up for it in others. Ex-
perience compensates for lack of training; comprehension, reason, and
judgnent remain unimpaired or even improve; and productivity, in a given
span of time, may actually be higher.
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It cannot, of course, be denied that, for many of us, the day will
come when we may no longer operate as efficiently in the job we then
hold as w^Je have been doing, or as our employer might expect. Yet the
existence of some physical hamdicap, whether it be high blood pressure
at sixty-five or an amputated leg at twenty-give, need not and should
not mean retirement to non-productivity. We have been too much obsessed
with the idea that chronological age means something definite and speci.
fic in terms of performance. We have maintained this obsession in spite
of the evidence of our own eyes.

Of course, people vary, and jobs vary. At any age, there are some
things that a given individual can do better than others; and at any age
one can observe the disastrous effects that may result when a man shifts
to another job, whether by transfer or promotion, which is beyond his
abilities. But, at any age, the only thing that should determine whether
a man can work should be his measurable ability to do a specific job.

The important thing is that this question of how long a man can
work is not one to be answered with a generalization; it must be an-
swered separately for each individual. If we think in terms of a man's
potential as well as his current ability, most men can probably work
longer than we think. It is quite likely that many who are retired for
chronic disability could, by the application of the knowledge and
skills now available to medicine, be rehabilitated to the point where
they could serve usefully. If we rephrase the question to say, "How
long can this man work?", we can always find the answer, and some of the
answesrs w3TFbe surprising.

Proceeding then on the assumption that most men can work longer
than we think, how about the question of how long a man wants to work?

In one study of a group of retired workers, 60 per cent indicated
a preference for remaining at work. In another study of a group of men
aged 65-742, it was- found that half were still working; and, of these,
31 per cent said they were continuing to keep occupied; another 10 per
cent said they were still working because they liked it. Obviously, not
everyone -wants to retire when the time comes. Some need the money;
others like the job; others want to continue to feel important and
necessary and productive; and many are probably simply not prepared for
retirement.

Those who are now approaching retirement age did not receive the
education that our children are getting; they have, perhaps, had less
opportunity to develop off-the-job interests and skills. Furthermore,
they were children of a generation which professed to set a higher value
on work as a good thing in itself than we perhaps do. They are of a
generation which professed to regard idleness as not quite respectable,
if not downright immoral. To the extent that they identify retirement
with a sort of sterile idleness, they are unprepared, intellectually
and socially, for the idea of retirement, no matter how comfortable the



pension; and, by the same token, they are unprepared to make an intelli-
gent decision about how long they want to work, because they do not ap-
preciate the alternatives.

A man's usefulness need not be expressed in terms of the job he has
always done. Nor, for that matter, is all useful work the kind of work
for which a man is paid in money. If a man needs to keep doing some-
thing which will make him feel of value to his community, he may find
other rewards; but he may need help in developing the kinds of skills
which will sustain him as a person when his job is over, whether these
skills be those of wood-working, stamp collecting, club work, or church
work. This kind of help could be called preparation for retirement; and
it is as important as the amount of money a man can expect to receive as
retirement pay; and it should start long before the date of retirement.
Few of us can expect to spend our sunset years in the midst of a devoted
and adoring family of children and grandchildren; on the contrary, it is
more and more likely that we will be pretty much on our own, dependent
upon our own resources to keep us occupied, interested, and alive.

How long does a man want to work? Again. it depends upon the indi-
vidual; and it depends upon the extent to which he is prepared for re-
tirement as well as upon his ability to do his job,

Finally, how long does society need a man's wrk?

At this particular moment, labor is in relatively short supply,
Even those with prejudices against older workers are more willing to
keep them employed, if not always to hire them. The 8 per cent of
California's population which is over 65 is enjoying the consequences
of the low birth rates of the thirties.

This will not always be the case.

There is a wave cresting in the 30 per cent of the population under
15 years which is going to strike with smasW:ng impact in a very few
years. In 1954 there were an estimated 9,000,000 in the 14-17 age
group; the estimate for 1964 is over 141,000, 000.

In addition to the competition to be expected from the teen-agers,
there is the matter of steadily increasing productivity, including the
newest phase of the machine age, the phase called automation. Already
there is talk of the thirty-hour week; and as those of us who are now
in the working force look ahead to age 65, or 60, or 55, we can't help
wondering whether the reduced working time is going to be shared with
us, or whether we will simply be crowded out of the labor market to make
room for ,machines and youngsters. It is reasonable to expect that, as
conditions change, retirement ages, whether compulsory or voluntary,
will drop. The question is whether those who make decisions about re-
tirement will be motivated by any desire oth-er than the consideration
of how much it will take to buy a man out ofl tlhe labor market, and
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whether they will think about what happens to him after that. By 1975
there will be a lot more retired people than there are now. What will
they be doing? What will they be thinking?

Here then, is the problem. It appears unlikely that most men will
have the opportunity to work as long as they want to, or even as long
as they can.

W.hat, then, is the answer to the question of how long a man should
work? At this point in time it would appear to call for a redefinition
of work, and for more efforts to prepare a man to serve his community
as a citizen, free of economic worries, when his efforts in the labor
force are no longer needed.
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HOW TO LIVE LONGER1

Dr. Hardin B. Jones, Professor of Physiology and Medical Physics
Donner Laboratory,

University of California, Berkeley

Everyone has probably expressed a wish for a long and healthful
life. Such good fortune not only brings obvious personal pleasure, but
it can be of very great economic benefit to any individual and his fam-
ily. The absence of good health can be a disaster, Taken from a larger
viewpoint, average health is directly related to the productivity and
the wealth of a community. Everyone receives indirect benefit fram be-
longing to socio-economic groups identifiable as having appreciable
measures of the .inter.related factors of health, productivity, and
wealth. Indeed, there is an ancient adage, "Wealth is Health."

It is important for every individual to be familar with factors
wihich can modify basic health. There are undoubtedly many factors which
have not yet been identified, but a number are now known, and if they
are applied with hygienic wisdom they should make a very great difference
in health as measured over a broad span of life.

To begin with, the factors which modify basic health act over a
long period of time. Good health may be lost quickly or slowly, but
gain in health appears to be the result of long-acting vigilance and
attention to hygienic principles.

It is probable that each of us is born with a maximum of physical
reserve in terms of potential growth towards bodies of good vigor. It
is also probable that before birth factors of inheritance and parental
health have already established certain fundamental limitations to
health, or perhaps a more bountiful natural reserve of physical health.
For the average person, however, it appears that the factors iwhich in-
fluence health are substantially hygienic in that they can be modified
and lead to modification of health.

Populations of the world of the same sex, compared at the same age,
exhibit a wide range of general health. Such differences observed at
one age are similarly observed at all subsequent ages, supporting the
fact that today's health is related to health of earlier life, and
tomorrow's health may be modified today.

1This paper is a condensed interpretation of a paper, "A Special
Consideration of the Aging Process, Disease, and Life Expectancy," by
Hardin B. Jones, in RecentAvances in Biological Physic
Volume 4. (Edited by J,H. Lawrence and C.A. Tobas.) Academic Press,
March, 1956.



Th-e body has a very great functional reserve, and environmental
factors which modify that reserve ordinarily act over a long period.
The reason for this is fairly clear. If health is greatly impaired by
a single encounter, it must be one of rather drastic magnitude, such as
an infectious disease, injury, or appreciable exposure to material of
obvious poisonous repute. It may be safely said that any material which
produces an immediately detectable physiological change is probably
highly toxic, and that if it is used in larger quantities it may disrupt
body function to the point of death. Even in the distressing event of
toxic reaction, recovery will probably occur, and it may be impossible
to tell that the episode has occurred because of the body's great facil-
ity for immediate repair of injury and recovery of function.

However, as me begin to understand more about the changes which
occur as we grow older -- changes which are the underlying mechanisms of
disease processes -- it becones apparent that each of these encounters
with sickness-inducing factors may leave subtle residual damage from
which there is no recovery and which grows to produce greater residual
impaiinent as time passes. In the several oircumstanaes where quanti-
tative study has been possible, it appears that these encounters, re-
gardless of their inmediately detectable effect, may have a way of adding
an increment of change toward poor health. In some circumstances, the
agent which induces a change toward poor health is apparently well
tolerated at any moment of observation and -_ since the effects can only
be evaluated over a lifetime of observation -- identification of the
subtle disease-inducing system has been accompanied by controversy
among experts.

Controversies have arisen in part because our minds are set in the
assumption that for every disease which occurs there must be a factor
which is the immediate cause of that disease. Where it is possible to
trace the history of a disease, immediate events i-wich initiated the
observed sickness may be established. An example isvvlar disease,
where there is usually identifiable obstruction of a major vessel occur-
ring suddenly as the end result of years of accumnulated deterioration in
the structure of that blood vessel. But the events which induced these
immediately-underlying-causes-of-disease undoubtedly develop all through
life. Body functions are so complexly interrelated that probably every
function to some extent modifies all other functions. In the beginning
of an individual's life, he undoubtedly has a greater favorable organiza-
tion of factors determining health than at any later mament. Thus, while
the body has great measurable capacities for repair and natural replace-
ment of functional units, the organization of the entire body function
(equivalent to our idea of 'health') is constantly becoming less vigorous
and more rundown as we grow older. This is the process of aging; it is
seen as the many diseases of failures of body function which occur with
increasing frequency as we grow older.

What may not be commonly realized is that aging does not occur all
at once, or at any particular age -- aging is happening all the time as
the result of all the activity essential to the maintenance of life.
Even in the most ideal enviromnent we would show aging, but unfavorable



efroumstanoee may have an unfavorable effect on health and induce a more
pronounced aging change.

Some of the factors in good health are the folloing:

a) Childhood Health

Individuals born in the period from 1850 to 1925 show a prog'es-
sive reduction in the adult death rate directly related to the decrease
in childhood diseases. For European populations where vital records
have been kept for more than a century, it is possible to predict adult
death rate or internal-disease inoidence at any age, if we know the
childhood infectious disease death rate of the group concerned. In re-
sponse to reduced childhood disease-deaths, the internal diseases of
adults born in 1925 are now postponed by an estimated fifteen years,
compared to the average experience of individuals born in 185l. The ef-
fect appears to be one of increasing individual life-value, as the extra
years are added to early adult life. A longer life is thus enjoyed in
better health before the body ages to the point where internal diseases
limit life and usefulness.

Childhood health is undoubtedly very important in establishing
lifelong health -- or absence of it! The principles to apply are in
the general category of good physiological arxd ernvironmental hygiene.
Nutrition, exercise, rest, avoidance of infectious diseases? love and
care -- all are important factors which we can expect to receive more
appreciation and better evaluation in the future.

b) Adult Health

Every principle that is important for childhood health is also im-
portant for adult health. Today's health is establishing the health or
disease of tomorrow. One cannot, however, expect much success in re-
versing body changes which occurred earlier in life.

In comparing the people of the United States with those of other
countries in a way that accounts for the differences of childhood health,
it may be shown that adult health in the United States is considerably
below expectations. This is true even if we limit the comparison to in-
dividuals of the same race, sex, childhood disease-experience, and age.
It appears that there are differences in adult health we carmot explain
on the basis of childhood health. This suggests that there are adult
environmental hazards in the United States which are estimated to be 40
per cent as important to health as the gains in adult health which have
resulted from lowered childhood disease experience during the last 75
years of calendar time. Compared to the death rate predicted from child-
hood death rates, the average white man in the United States (or Finland)

-*Sweden, Demnark
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at any age has a disease-degth risk equivai nt to that of a white man
six years older in Sweden, Norwmy, Demark and the Netherlands. Six
years lost from useful life (on the physiological time scale of prema-
turely developing degenerative body changes) represents a great differ-
ence in health and life expectancy. Within these average values, some
individuals will have lost much more than six years of useful life due
to toxic enviromnmntal circumstances.

Certain adult health hazards have been identified and they may ac-
count for the relatively poor health of the average adult in the United
States, where adult males -- as in Finland _- are dying 1.5 times faster
than males of the same age in the northern European countries with
longer life-expectancy.

c) Ori

Strong evidence has been available for same time -- based upon Life
Insurance policy-holder studies -- that over-weight individuals have a
shorter life, and a higher death rgte at any age compared with leaner
policy-holders. Presumably, the effect is the result of the body's bur-
den of excessive fat. But the burden may include a number of complex
considerations in addition to the physical weight of excess poundage,
including disturbance of metabolism, physical interference with body
function, and nutritional differences. The magnitade of the effect is
the association of approximately 10 pounds of overweight with a loss of
one year of life expectancy and the addition of one year to apparent or
physiological age. The problem of obesity as related to disease needs
further investigation. We can be relatively sure that it is important
for the average man to watch his waistline and body wreight throughout
life and to maintain as youthful a body proportion as possible. We may
reasonably predict that reduction of obesity is an important means of
improving health, but the problem requires more extensive evaluation.

d) Control of Metabolic Diseases

Many adults today lead essentially normal lives even though they
have a functional disease such as diabetes or pern'cious anemia. Half
a century ago, these diseases wouldhave raeduced life ex-
pectancy; today, they are responsive to skillful medical dontrol. We
are now able to recognize other bodily functional disturbances, such as
the metabolic errors in fat utilization which Dr. Gofman has shown under-
lie the developnent of heart diseases. Methods leading to control of
fat utilization have been established on the basis of individual require-
ments - including dietary help, weight reduction, and endocrine manage-
ment. For the individual, these recent developnents offer a gain in
health retarding the developnent of a prevalent disease with hygienic
measures applied through principles of preventive medicine. Today, the
relative likelihood of heart disease occuring may be established before
the vascular changes characterizing the disease are far advanced. There
is good evidence that control of body fat utilization, especially in
individuals with high heart-disease-risk, lowers their tendency to
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develop vascular disease.

While the basic evaluations of the vascular disease problem have
been in regard to heart disease, there is now evidence that cerebral
vascular disease is so very highly correlated with heart disease that
they are probably identifiable as one disease -- hardening of the arter-
ies. The social-economic gain from postponement of degenerative mental
disease associated with cerebral vascular disease is perhaps as important
as the heart disease problem itself.

C) Eecsan yiaAcit
Throughout the world, there is general evidence that individuals

whose occupation requires physical work -- such as tunapraa, farnere'p -
ers, laborers, tradesmen -- live longer and are less likely to develop
a fatal disease at any age. It may be argued that these classes are
already selected to irnclude individuals with bodies sufficiently power-
ful for their heavy occupation. This is, however, a rather unlikely
explanation. In evaluating this problem, in laboratory studies, we have
found that physiological measures of blood flow and body composition of
lean mass and fat are at more youthful values in individuals with athlet-
ic skill. Perhaps the answer is that average good health requires at
least a minimum of muscular physique and moderate physical activ'ity.

f) Rural versus City Dwelling

In essentially all countries at the present time, individuals liv-
ing in the rural areas away from the larger cities live longer. This
is, in part, undoubtedly due to the association of physical work with
rural life and clerical (sedentary) work with city-dwelling. For exam-
ple, in England, both the farmer and his wife are relatively long-lived
in comparison with city couples. In contrast, the skilled laborer is
generally as long-lived as the farmer, but his wife has the shorter life
expectancy of most city dwellers.

It is early yet in the study of population hazards to be certain of
the identity of enviromnental hazards associated with cities and indus-
try. Certainly, great care has been used to develop knowledge of indus-
trial medicine and industrial hazards and many toxic factors have been
identified and eliminated. Perhaps today's greatest hazard is the city-
smog problem currently being investigated.

g) Marital Status

Evaluations of health in relationship to marital status by statis-
tical scientists in Denmark and Sweden very definitely show that married
individuals are less likely to die at any age. The effect is equivalent
to a difference of about 4 years of life expectancy and about 5 years
difference in physiological age, between married and singe individuals.
Those who are widowed or divorced share the disadvantages of the unmar-
ried. The evidence is not, however, proof of the healthful virtue of
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marital-bliss, although it is a strong argument that the average person
achieves a better balance of good-health factors in the married state!

h) Use of Cigarettes

The American Cancer Society showed in their study of disease-occur-
rence in populations classified by the use of tobacco that cigarette
consumption wms associated with a greatly increased tendency for many
degenerative diseases to develop (campared to the non-smoking individs-
ual). This has subsequently been verified by additional field studies
answering mawy of the troublesome questions, -- such as how the smokers
and non-smokers were selected, and whether the smokers and non-smokers
were really drawn from the same population. The questions rill probably
not be fully settled for some time, but the current evaluation of the
smoking problem appears correct -- the cigarette smoker at any age is
twice as likely as the non-smoker to develop degenerative diseases. We
now know that other physiological differences between smokers and nmn-
smokers are associated with the use of cigarettes, predicting very in-
creased disease tendency in the cigarette-smoker. It is probable that
the physiological differences observed are directly related to the use
of cigarettes and that the enhanced disease-tendency is directly attrib-
utable to this habit. Tobacco in other forms has not been sufficiently
evaluated, but all preliminary reports indicate less or no effect of
this sort associated with smoking pipes or cigars. It is much more dif-
ficult to establish a comparison between those who use pipes or cigars
and those who could have smoked them but did not. There seems to be a
possibility that there are occupational and enviromnental differences
with regard to these categories of tobacco use.

Physiologic age is undoubtedly subject to great individual differ-
ences. This is readily observed in comparisons of average disease ten-
dency between countries or individuals grouped by different enviromnen-
tal backgrounds. We are all aware that some individuals have long pro-
ductive lives while others die quite young of similar causes.

Technically, it is now possible to measure somne of the qualities of
the body which predict youthfulness and health or "agedness" and prone-
ness to disease. We should achieve reliable measures of physiological
age. Such evaluations are important now in the practice of preventive
medicine; they could also become guides to retirement and occupational
activity at any age.

It is important to remember that in the application of principles
of physiological age to the problem of occupational activity, there are
many modifying factors related to the custom, beliefs, and regulations
of our socio-economic system. However complex these problems may be, we
may be certain that all of us today are enjoying better average health
than our predessors, and that we can expect increasing gains in health
and life expectancy throughout this century. It is a reasonable estimate
that by the end of the twentieth century in the United States, the aver-
age person will have gained another 5 years of useful life before he is
burdened by overt disease. This predicted gain may be very much greater



as a result of the recent identification of factors ihich contribute to
good or poor health.

Our society will. want to allow for the requ;rements of individuals
who are able and wish to do useful work during the period of extended
life expectancy which in the year 2000 will represent an estimated gain
of 9 years over the life-expectancy in 1900. This means a gain of use-
ful life and postponement of the onset of signs of degenerative disease.
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LIFE AMB-.W1RK EXPECTANCY

Dr- Irving Pfeffer, Assistant Professor
School of Businss Administration,

Univetsity of California at Los Angeles

The problems of life and work expectancy have been the subject of
intensive research by scientists over a long span of time. Fvequent
discussions in the press and elsewhere tell the story of the never-ending
struggle to enable people to live both longer and better. Predictions
are loosely offered to the effect that men will one day survive to age
100 or even 150. Because of its comnon use, the life expectancy concept
is an appropriate subject for analysis in a discussion of pensions.

An analysis of mortality tables indicates a clearly defined length-
ening span of life during the present century. The actuaries report that
the life expectancy at birth of white males in the United States has
risen from 41 years in 1860 to 46 in 1900, to 54 in 1920, to 59 in 1930
and to about 67 currently. Among females, this lengthening of the Aver-
age future lifetime has been even more pronounced.

Projections of the life expectancy among Americans have given rise
to a number of provocative speculations. Some persons have argued that
we are approaching a fulfillment of the biblical three score years and
ten as a norm for length of life. A number of scientists have supported
the theory that since many animals have a maximum life span of about six
times the number of years required to reach maturity, therefore human
beings ought to have a life span of about 150 years on the assumption
that full maturation occurs about age 25. Prior to World War II, the
work of Dr. Alexis Carrel with the long-term maintenance of the heart
action of chickens gave rise to the idea that similar results might be
achieved with humans. The h}arts of frogs can be sustained for long
periods under proper laboratory conditions as a routine biological ex-
periment. Finally, mention might be made of the reported work of cer-
tain Soviet scientists in the reviving of persons pronounced dead.

The improper use of the notions of life and work expectancy has
created an aura of optimism about future longevity among the American
people but, conversely, it has suggested certain pessimistic conclusions
about the costs of pensions which can have an important bearing upon
pension negotiations. The concept of life expectancy has cane into dis-
favor among actuaries in recent years, and perhaps an analysis of the
condept will indicate same of the reasons for this change of attitude.

Wthelifeeac?

Briefly, the life expectancy is a kind of unweighted average. It
is the average number of years lived by a group of persons after any
particular age according to any particular mortality table.
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Suppose that a number of people, each of whom is forty years of age,
was to register for a long-term experiment. Each year, those members of
the group who survived the year would be given a one-year credit. The
process af granting survivors credits would continue until the last one
had died. At this point, if the total number of credits was determined
and then divided by the number of persons in the group at the beginning
of the experiment, we would obtain a figure for the average future life-
time, or life expectancy, of members of the group. The life expectancy
would probably be about thirty years, but that does not mean that any
particular individual should expect to survive thirty years. It is tin-
possible to sake a meaningful prediotLon for any specific person. He
might survive one year or sixty years.

To the extent that the age distribution of the group tends to
change, so, too, does the figure for the expectation of life. Herein
lies the weakness of the concept of life expectancy. It is not a relia
able basis for comparing ous nor does it vroide a asis for accu-
rate pre citions of the mortalitZ ex eieneo,n riuarz_
Technically, the life expectancy measure is not "age specific."

The misleading feature may be borne out by a familiar illustration
employed by statisticians. If two cities, for example, each had identi-
cal numbers of people with identical age specific mortality rates, as
in Table 1, but the age composition differed between the cities, one
would give the false impression of being much less "healthy" than the
other. In our example, there is no real difference between the correct

Table 1. Age-Specific Death Rates vs. Crude Death Rates

Toown A Town B
Age Death Rate Popu:lation Deaths Population Deaths

per 1000

20 2 10,000 20 90,000 180
80 125 90,000 11,250 10,000 1,250

Totals 100,000 11,270 100,000 1,430
Crude Death Rates 112.7 l4.3

death rates in the two towns, yet the crude death rates suggest that
town B is a much healthier place to live. The life expectancy in town
B will be a good deal greater than that in town A only because of the
different age composition. The kind of error revealed by this exagger-
ated illustration underlies most uses of the life and work expectancy
concepts.

Hatelife exEcnr eally_hanged?

Granted that the concept of life expectancy has many limitations,
to what extent have there been effective reductions in the death rate
at various ages? Most people do not realize that the truly significant
changes in the death rate have occurred among the newly-born and the
young. The impact of the medical revolution of the past few decades has
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been less and less important at higher ages. The increase in the aver-
age length of life has been due to the fact that more people survive to
higher ages than was formerly the case. Millions who, in earlier times,
would have succumbed to fatal diseases in childhood now comonly enter
the middle and upper years. But for those who reach advanced ages the
prospects of a lengthened life span are little better than they were a
century ago.

Table 2. Expectation of Life Among White Mlales in the United
States From 1850 to 1946 for Selected Ages of Life

Calendar Age
Period 0 20 60

_=ffiff e a rs~~~~~~~~~Y ac

1850 38.3 40.1 27.9 15.6 5.9
1890 42.5 )40.7 27.4 14.7 5.4
1900-02 48.2 42.2 27.7 14.4 5.1
1909-11 50.2 42.7 27.4 14.0 5.1
1919-21 56.3 45.6 29.9 15.3 5.5
1929-31 59.1 46.0 29.2 14.7 5.3
1939-41 62.8 47.8 30.0 15.1 5.4
1946 65.1 49.0 30.9 15.6 Not available

Source: Adapted from Dublin-Lotka-Spiegelman, Length of Life, 1949.

As Table 2 makes clear, there has been a spectacular improvement
in the expectation of life at the younger ages, but relatively little
change at the older ones, The absence of change at ages sixty and
above is of particular significance because of the common belief that
the lengthening of the life span has been uniform at most ages.

What si ncant changes have there been in deathn ty
While the average or crude death rate has not changed appreciably

in the last fifty years, there have been dramatic changes in the list
of the leading causes of death. Heart disease, which ranked fourth
after influenza and pneumonia, tuberculosis and intestinal diseases in
1900, is currently the principal killer, accounting for approximately
35 per cent of all deaths in the United States. Cancer, which ranked
eighth in 1900, is now the second leading cause of death, responsible
for about 15 per cent of the total. Infectious or acute diseases such
as dFtheria and typhoid feever have been replaced on the list by such
chrozi-c conditions as diabetes and hypertension. In general, the in-
fectious diseases have substantially been brought under control from the
standpoint of fatalities, while chronic illnesses have shown the marked
rise which one should anticipate in an aging population.

The differences which have been observed in the composition of the
death rate may readily be explained in terms of a number of fundamental
changes which have occurred both in our economy and in the practice of
medicine.
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The shifting age distribution in the United States, as reflected
by the fact that while only 18.1 per cent of the population was 45 years
of age and over in 1900, 28.8 per cent of our people fell into this age
bracket in 1955, has lent emphasis to the degenerative diseases. Fur-
thermore, vast improvements have been achieved in diagnostic techniques
so that there is undoubtedly more frequent and accurate reporting of
such causes of death.

The decline in the severity of acute infections may be attributed
to a complex of factors. The tremendous improvements in our standard
of living, the increasing sanitary control of the environment, the ex-
pansion -- both quantitative and qualitative -- of medical care and,
perhaps most dramatic of all, the discovery of a wide range of wonder
drugs have been primarily responsible for the favorable trend.

Unfortunately, the war against heart disease and cancer has had
somewhat less success. There has not yet been a break-through on the
problem of degenerative disease. This means that, in a broad sense, we
should not expect a significant lengthening of life, in the later years,
for some time to come. The nature of the degenerative process is such
that while it can be delayed, it probably cannot be stopped.

What is the work expectancy?

Just as the life expectancy refers to the average future lifetime
of a group of individuals, the work expectancy refers to the working
lifetime of the population. Computed by a similar method, this concept
shares all of the weaknesses and misleading aspects of the life expect-
ancy idea. It is dependent upon the age distribution of the group
studied and the rate of labor force participation.

Reference has already been made to the aging of our population.
It is interesting to note that the median age of Americans rose from
22.9 years in 1900 to 30.2 by 1950. The Bureau of the Census estimates
that the proportion of the population above fourteen years of age will
rise to 79 per cent by 1970. In 1940, it was 75 per cent. Concurrent-
ly, but to a lesser degree because of the high birth-rate, the propor-
tion of the population age 65 and over is increasing. From the stand-
point of the labor force, the immediate effect of the rising average
age of people in the United States is a rise in the proportion of the
population in the age groups most concerned with gainful employment.

The proportion of the population actually in the labor force has
increased very modestly and irregularly during the past fifty years.
From a level of approximately fifty per cent in 1900, this figure rose
to a high of 58 per cent in 1950, and is currently about 56 per cent.
It is estimated that by 1975 the proportion of gainfully employed per-
sons in the population will be about 58 per cent once more.

Is the-worke25 ectanc incresing?
The evidence suggests that the work expectancy in the United States

is undergoing a decline at the present time. This arises from two sets
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of factors. On the one hand, the average age of the wrorking popula-
tion is increasing, wAhich means that on the average there remain fewer
working years; on the other, increasing barriers have been established
to the employment of older workers, thereby compelling earlier retire-
ment. The past few decades have witnessed a steady drift from agricul-
ture into the cities. Men who might have been gainfully employed at
advanced ages on the farm find little opportunity in commerce and in-
dustry. The spread of the principle of the compulsory retirement age
in private pensions, and the structure of the Social Security benefit
program are additional factors in the tendency to a shortening of the
work expectancy.

Wha fe and wori 12e21ect9Y_frt
pensions movement?

The costs of pensions are primarily a function of mortality, turn-
over, interest and expense rates. Of these, there is unlikely to be
much doubt as to the nature of the interest and expense factors, al-
though the "retention" concept remains fairly vague. The mortality and
turnover tables, however, offer peculiar problems because the layman is
unable to grasp their nature and limitations. The number of alternative
tables which might be used is endless, and the implications in terms of
the value of negotiated benefits can be extremely important. Unless
all parties are aware of the assumptions made by the particular mortal-
ity and turnover tables adopted, there is not likely to be a true meet.
ing of the minds in the pensions negotiation process.

The concepts of life expectancy and work expectancy are loosely
bandied about. Both notions have been virtually repudiated by the
actuaries, but they continue to be used widely in discussions of the
length of life. There is a real danger that due to a lack of under-
standing of these ideas, pension negotiators may tend to permit the
actuaries to develop the assumptions of pension programs, rather than
make these assumptions a point at issue. While the actuary is well-
versed in the finer points of pension planning, his role should be that
of a technician rather than a policy-maker. The pension negotiator has
a responsibility to understand the tools of his trade well enough to
play a positive role in establishing the assumptions of any particular
plan. If he is alert, he will regard the ideas of life or work expect-
ancy with the skepticism they deserve.
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HCM TO SET UP, NEGOTCIATE AND ADMINISTER A FENSION PLAN

Martin E.. Segal, Pension Consultant
New York

A leading weekly publication recently predi;cted that the national
population will increase by 68,000,000 persons in the next 20 years to
228,000, 000.

Wide open spaces will disappear; there will be new centers of pop-
ulation, new markets, new opportunities -- and new problems.

It's predicted that the State of California, now the second state
in population, will be first by 1975. Specifically, it is estimated
that this state will have a population of 26,000,000 as conpared to the
present estimate of approximately 13,032,000.

Incidentally, as you may know, California's population growth is
greater, monthly, than any other state in the union.

With the rise in population is an even greater rise in the percent-
age of older workers. The number of older workers is due first to the
general increase in the total population and secondly, in the increas-
ing life expectmicy of men and women in the United States, due to the
wonders of modern medical science.

The increasing population and the increasing number of older work-
ers presents a formidable problem; and all of these are related to what
has to be done about enabling those older workers to retire on decent
incomes, for three reasons, among others:

1. To enable the older employee to enjoy the fruits of his produc-
tive years by eliminating the need to work in the advanced years;

2. To provide job opportunities for younger employees (and this
is particularly important in view of the technological changes, such as
automation); and

3. To enable the older and retired employee to meet his everyday
needs, in a self-sufficient, dignified and scientifically planned man-
ner, rather than to become a burden of relief or dole for the community
or a weight on the shoulders of the employee's children or his employer

Collectively-bargained pension plans may not be applicable in all
situations. And, certainly, whether or not there are to be such plans
is entirely a matter to be determined by the employers and unions in-
volved.

It's interesting, howrver, to note that today there are more than
8,000,000 employees covered by collectively-bargained pension plans,
and the number continues to grow each year, depending on the financial



ability of employers to finance these plans and on the way in which
this type of benefit may be negotiated.

The basic foundation for security in old age can be found in Fed-
eral Social Security. Certainly increased Social Security benefits are
needed for many, many employees, and this has been found to be the most
practical and efficient way of providing for the employees' old age.
The relative importance of Social Security benefits can perhaps be dem-
onstrated by the fact that at the end of 1940 there were 220,000 retired
workers and their wives and survivors who were receiving one kind of
benefit or another, via Social Security, in a monthly sum of $4,100,000.
By 1955, the number of retired workers and their dependents had increased
to almost 8,000,000 receiving $412,500,000 per month in benefits.

In the sessions that follow I do not plan to discuss whether or
not a pension program should be negotiated as part of any particular
collective bargaining agreement. As previously indicated, this is a
matter to be determined by the employers and the unions involved. How-
ever, what will be presented is that which may be considered fundamental
in the development of a pension program, if one or more employers or
one or more local unions do decide to proceed with a pension program as
part of a collective bargaining agreement.

So that you can have a general idea of the order in which various
aspects of this subject will be discussed, the following is an outline
of the main topics I plan to review:

I. FACTCRS TO CONSIDER IN NEGOTIATING FOR A PENSION PLAN

II. ESTABLISBMENT OF A PENSION PLAN

III. FACTORS THAT AFFECT THE AMOUNT OF PENSION BENEFITS

IV. ADMINISTRATION OF A PENSION PLAN

V. SOME GENERAL RCOBLEMNS

VI. SUMMARY

I. FACTORS TO CONSIDER IN NEGOTIATING FOR A PENSION PLAN

We have been asked to consider the situation that confronts many
organizations in collective bargaining for pensions, namely, that they
have collective bargaining agreements with more than one employer and
are, therefore, concerned with obtaining a uniform pension plan for all
emplbyees represented by the Union for the purpose of eollective bar-
gaining. Accordingly, it may be that many of my remarks are not fuully
applicable in instances where a Union represents the employees of just
one plant or one employer.

In our experience as consultants to more than 100 multi-employer,
collectively bargained pension plans, we have found that most employers
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and unions agree that the "multi-employer" plan is the most effective
vehicle for providing pension benefits for the employees represented by
the union. A brief examination of how such a plan operates, from a
cost and benefit point of view, should give you a better idea of why
such plans are so enthusiastically supported by both management and
labor. In the typical multi-employer, collectively bargained pension
plan, the union reaches a uniform agreement on pensions with the various
employers with whom it negotiates whereby the employers agree to contrib-
ute "x" cents per hour or per day, or "x" dollars per month to a pension
trust fund. The contributions are based on the number of hours or days
for which pay is received by the employees of the employer represented
by the union. Accordi.ngly, each employer with whom the union negotiates
thereby incurs the same cost obligation in terms of cost per employee;
most employers find this important from the standpoint of all employers
dealing with the union maintaining the same competitive position in
terms of labot cost. In addition, the employers appreciate that by
many employers contributing to one central fund, economies can be ef-
fected in establishing and administering the pension fund which can be
translated into higher benefits for the employees; in this respect they
appreciate that their contributions are being used to the best advan-
tage, from an economic standpoint.

Most unions recognize that these advantages to the employers are
also advantages to the unions and to the employees to be covered. In
addition, by the use of a multi-employer plan with a uniform rate of
contributions, the union will be assured that all employees represented
by the union for the purpose of collective bargaining will be provided
with the same plan of benefits.

In industries wqhere the nature of employment is such that an em-
ployee may be changing jobs frequently (like the construction and other
industries, where employment may be wth many employers over the years),
such plans offer the additional advantage of the employee being able to
receive pension credits for employment with all employers, whereas if
each individual employer had a pension plan based on length of service
with the one employer, it is doubtful that such employees would ever be
eligible for pension benefits. In other industries, normal changes in
employment conditions due to changes in production schedules, plant re-
locations, etc., are also taken care of in a multi-employer plan be-
cause the employees are able to obtain employment with other employers
in the same industry and continue accumulation of pension credits.
When an employee reaches the retirement age set forth in the pension
plan, he may have an accumulation of pension credits based on years of
service with many different employers.

Assuming that agreement has been reached on the principle that
there shall be a "multi-employer, jointly administered" pension plan,
the next question is the amount of employer contribution. Clearly,
this item comes under the "give and take" phase of negotiations --
higher the contribution, the higher the ultimate pension benefits. As
the final settlement might be anywhere from a range of $2 a week to $5
a week, it would appear best that the parties bargain this item out as
they would any other wage increase, leaving to a later date the discus-
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sion of the amount of pension benefits that can be purchased for a
given rate of contribution or the details of the pension plan that will
be provided. One reason for this suggestion is that we know it takes
many months of study and discussion to solve the final pension plan
after agreement has been reached on the amount of employer contribution.
After negotiations are concluded, detailed actuarial studies are made
of the data on the employees to be covered (their ages, length of serv-
ice, patterns of employment, etc., are all taken into consideration).
To do all this work before or during negotiations may cause considerable
delay, confuse the issues, and, most likely, as a practical matter, may
not affect the amount finally agreed to as the employer contribution.
Short cuts to such studies to produce "approximate"' results for a given
contribution often do more harm than good in that most conservative
estimates must be made to compensate for the "short cut" procedure with
the consequence that it may appear that a higher amount of employer con-
tribution is required to support a particular plan of benefits, or,
stated another way, that the employees will have to give up more of a
wage increase than is necessary to obtain a particular level of benefits.
There are exceptions, of course, and in some selective situations a
preliminary actuarial study may be 7aliCblo.

Both the employers and unions can properly assume that the amount
of contributions agreed to in collective bargaining will be used in the
most effective manner possible to provide the very best plan of pension
benefits consistent with the amount contributed and the age and employ-
ment data of the employees to be covered.

In summary, it would appear best for negotiators to agree on whe-
ther there should be a "multi-employer, jointly administered" pension
fund and then on the amount of employer contribution. It would also
appear best, in most situations, not to confuse or delay negotiations
with discussions of the level of the ultimate pension benefit or the
details of the plan, but instead to agree that such matters be left for
decision by a joint board of union and employer trustees.

II, ESALSE O ESINPA

After negotiations have been concluded, the union and employers
should designate representatives to meet for the purpose of adopting
the legal structure for the pension fund. In this connection, the em-
ployer and union representatives will want to use legal counsel as there
are many legal matters that require careful consideration. Suoh meet-
ings generally result in the preparation of a document called an "Agree-
ment and Declaration of Trust" which is entered into by the Union and
employers. This Trust Agreement sets forth the general purpose of the
pension fund being created, provides for the designation of union and
employer trustees who will be responsible for the establishment and ad-
ministration of the pension plan, and sets forth their rights, duties
and obligations as Trustees. In .addition, there are many miscellaneous
problems covered in the Trust Agreement. However, it should be noted
that the Trust Agreement d6es not set forth the plan of benefits or the
elegibility rules of the pensio"nfund; instead, it essentially gives
the trustees the authority to adopt an appropriate pension plan after
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having the necessary actuarial studies made. After this legal document
has been signed by the Union, the contributing employers and the per-
sons designated m trustees, copies are generally furnished to each con-
tributing employer for their records.

It is then necessary for the trustees to meet and start on the work
that will lead to the ultimate adoption of the pension plan. The first
item for consideration is usually retaining a pension consultant to ad-
vise the trustees on the technical aspects of their work and to do the
necessary actuarial calculations.

Having selected a pension consultant, perhaps the first job will
be the preparation of an appropriate form of "census card" which can be
used to obtain basic information as to the employees ' ages, length of
service, and other characteristics of employment. This type of card
should be designed from the long-rapge point of view of its serving not
only as the source of the initial infonnation required for the actuarial
study, but also so that it can serve as a permanent record card in the
administration of the pension fund. Having a card of this hature serves
a multi-purpose and eliminates administration work and delays at a later
stage of administration of the pension plan. The census cards are then
distributed for completion to the employees to be covered by the pension
fund and returned to the pension consultant so that the actuarial stud-
ies can be started.

It is often necessary to obtain still additional information con-
cerning the nature of employment in the industry, particularly the rate
of turnover. This involves a study of employment patterns in the past
so that an evaluation can be made of the number of new employees ex-
pected to come into the industry in the future, how long they can be ex-
pected to stay in the industry, and their ages when they enter and leave
the industry. This information can be obtained in a variety of ways; a
qualified pension consultant will be able to wTork out an appropriate
system for obtaining the information based on the records available in
a particular situation.

When the actuarial studies have been completed, detailed written
reports are generally submitted to the Trustees summarizing the results
and presented in such a way that all cost factors can be clearly under-
stood by the Trustees. This is an important point because the techni-
cal aspects of this subject seriously affect the ultimate plan of bene-
fits and if the Trustees do not have this explained to them in suffi-
cient detail they may not appreciate the ultimate impact of their deci-
sions.

Simultaneously with a review of the actuarial calculations, the
Trustees consider alternate types of benefits that can be provided in
a pension plan. For example, they may be considering not only a normal
pension benefit amount to be provided for employees who reach 65 years
of age with 25 years of service, but they may also be considering pro-
viding a reduced pension benefit amount for employees who are 65 but
have fewer years of service, or disability pension benefits for employ-
ees who become totally and permanently disabled at a younger age after
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a minimum number of years of service in the industry. In addition,
they may wish to consider early retirement benefits for employees who
have long years of service in the industry but who have not yet reached
retirement age.

There are related questions, such as vested rights, various options
that can be provided for members who are retiring, provisions for guar-
anteeing payments for a minimum number of years, etc. Most items of
detail in a pension plan are related to cost, and, accordingly, are con-
sidered at the same time the Trustees discuss the normal pension bene-
fit to be provided.

After preliminary discussion, it is then necessary to translate
the decisions of the Trustees into a proposed form of rules and regula-
tions for the pension plan. In addition to setting forth the benefit
amounts of the various types of benefits to be provided, the rules and
regulations also cover such items of detail as the manner in which em-
ployees are to be granted credit for their yearsof service in the indus-
try, how they are to be given credit for or during periods of disability,
military service, periods of unemployment, and changing of employment
from one employer to another. The rules and regulations also cover the
definition of total and permanent disability, if disability pensions
are to be provided, the type of future employment, if any, th_t is pro-
hibited for members retiring under the plan, procedures for submitting
applications for pension benefits and proof of age and service, etc.

Time does not permit a detailed review 6f each of these items now,
though in the question and answer period each point will be discussed
at some length.

It has been my purpose to give you a general idea of the subjects
considered by the Trustees and the approximate order in which they are
generally taken up.

Based on the discussions of the Trustees, the final set of rules
and regulations for the pension fund is then adopted. Such plan is in-
corporated in a written instrument. The rules and regulations, together
with the actuarial certifications, the trust agreement, collective bar-
gaining clause and list of contributing employers are then incorporated
in a set of documents for submission to the Internal Revenue Service of
the United States Treasury Department with a request for a ruling that
the pension plan qualify as an approved plan under the applicable pro-
visions of the Internal Revenue Code. It may be that minor amendments
will have to be adopted by the Trustees before final approval of the
plan is received from the Internal Revenue Service of the U. S. Treas-
ury Department.

W^hen approval is received, a copy of the approval letter is fur-
nished to each contributing employer so that it can be referred to when
the employer wishes to sustain his income tax deductions for contribu-
tions to the pension fund.

The final pension plan should then be incorporated in booklet form
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together iAmh questions and answers and other material which review the
main provisions of the pension plan in simple non-technical terms so
that each covered member fully understands his rights under the plan.
This is most important because many members make long-range plans for
their retirement based on the benefits that they hope to recei've from
the pension plan and under the Social Security Law. It is unfortunate
to come across situations Where a pension plan has not been clearly ex-
plained and for many years a member may have thought he would be cov-
ered under the plan when he reeached retirement age only to find out
that because of some provision of the pension plan, of which he was not
aware, he does not qualify.

In the course of discussing the pension plan, the Trustees will
also want to give- consideration to whether the plan will be on an in-
sured or self-insured basis. This general subject will be discussed
shortly under the heading of "IGeneral Problems."

III. FA_TC_S THT T

The amount of pension benefits to be provided for a given employer
contribution will depend primarily on the ages and length of service of
the members to be covered, the pype of pension benefits to be provided,
and the cligibility conditions under which they are payable. Most
every provision of a pension plan involves some cost consideration. FEr
example, a provision for "vesting" pension benefits can be very costly.
(This involves giving the employee a right to receive payments from the
pension plan wqhen he terminates employment in the industry without re-
gard to his age or length of service, but based on the amount of contri-
butions made to the fund on behalf of his employment.)

However, in this section of my discussion, I plan to discuss cer-
tain actuarial assumptions taken into account by the pension consultant
in calculating the ultimate plan of benefits that can be provided.
Such assumptions are generally discussed with the Trustees so that they
can determine just which assumptions should be ultimately used in the
pension calculations.

1. Interest Assumption: In the basic financing of the pension
fund, large amounts of monies accumulate for the payment of benefits to
members who arc expected to retire. Such monies are invested and earn
interest. The interest factor is an important consideration in project-
ing the income to the fund over the course of future years and, there-
fore, the assumed interest rate materially affects the amount of final
pension benefits that can be provided. If it is assumed that the re-
serves will earn interest at 2-3/4 per cent per annum, the pension bene-
fits wi11 be roughly 5 per cent higher than if it is assumed that the
reserves will earn interest at the rate of 21 per cent per annum. Gen-
erally, for each one-quarter of one per cent difference in investment
yield there is approximately a 5 per cent difference in the amount of
benefits that can be provided. Accordingly, a most careful discussion
of this subject is warranted before the Trustees reach a decision.
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2. Mortality Rate: There are various mortality tables which an
actuary can use for the purpose of predicting how long people will live.
If an ultra-conservative table is used which predicts that the members
will live for a very long period, more money will be required to pay
pension benefits to such employees than if a table is used which pre-
dicts a somewhat shorter life-span; the reason being that the antici-
pated number of retired employees and of pension payments after retire-
ment will be greater if the manis expected to live longer. This entire
subject must be discussed by the Trustees so that the pros and cons of
the various mortality tables can be considered and so that the pro-
jected mortality rate used will be conservative and appropriate for
the employees in their industry.

3. Assumed Retirement Ag: Although you may have a pension plan
which provides a given beneflt for an employee who has attained the age
of 65, experience proves that not all employees retire when they reach
the eligible retirement age; some prefer to continue to work for a few
years beyond the established retirement age. This is perhaps more under-
standable when you consider the fact that not all employees reaching
the age of 65 are in the same physical condition nor are they all equal-
ly emotionally adjusted to retiring.

In addition, it is often found that certain employees in this cate-
gory have financial problems, which may require their continued employ-
ment. In most pension plans it is found that in the absenee of a provi-
sion that there be automatic retirement at age 65, the employees tend to
retire on the average at an age slightly in excess of 65. The assump-
tion as to the actual retirement age of the members is another very im-
portant cost factor. For example, if it is assumed that the employee
will retire at age 66 rather than at age 65, the pension benefit can be
approximately 10 per cent higher.

4. Rate of Turnover: In practically all industries it is general-
ly found that a certain ercentage of the employees stop wDrking in the
industry before they reach retirement age or are eligible for pension
benefits under "early retirement" or other sections of the pension plan.
When this occurs, there is a "savings" to the pension fund because con-
tributions have been made on behalf of such employees. These "savings"
can then be used to provide higher benefits for employees who remain in
the industry until they become eligible for pension benefits. It is
important to study the employment patterns in the industry and deter-
mine an appropriate, but conservative, rate of turnover that can be as-
sumed in the pension calculations.

5. System of Funding: The question of how the pension fund should
be "funded" s, perhaps, most complicated actuarial assumption dis-
cussed with the Board of Trustees by the pension consultant. In general,
this involves a determination by the Trustees as to how reserves in the
pension fund are to be established from the employer contributions so
as to meet the liability the pension fund will have to provide pension
benefits for employees who reach retirement age. If a too conservative
system of funding is used, the rapid accumulation of reserves will re-
quire a loweTr amount of immediate pension benefits. If an overly lib-
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eral system of funding is employed, which, in the last analysis, does
not even amount to "funding," the pension fund may be embarking on a
problem which can lead to ultimate bankruptcy or reduction in benefits.
Rather than burden you with a fuull discussion of this matter now, I
thought it best to simply mention the subject as one that does materi-
ally affect pension costs so that you will have some idea of the problem
that will be considered by the Trustees and upon which they receive
technical advice from the pension consultant.

If you will consider for a moment the more technical aspects of
the actuarial assumptions discussed above, you can most likely appre-
ciate why it would be so difficult to effectively negotiate a level of
benefits plan whereby the employer would agree to provide a particular
plan of benefits regardless of the cost. The parties in collective
bargaining will undoubtedly want to fix a cost value to the employers'
obligation to provide such benefits so that the members can evaluate
the amount of wage increase being sacrificed for the pension plan and
so that the employer can determine his unit labor cost. To do this the
parties in collecti've bargaining would, of necessity, have to discuss
all of these actuarial assumptions. It is an understatement to say
that this complicates collective bargaining and can produce inequitable
results. This is not the kind of subject wThich lends itself well to
the "give and take" of a collective bargaining session.

I think it appropriate that I stress at this point that I have not
discussed all the details of the cost factors that affect the ultimate
pension plan or pension benefits, but rather that I have treated the
subject in a general way so that you can have some appreciation of the
problems involved in pension planning.

IV. ADMINISTRATION OF THE PENSION PLAN

When a large group of employees is to be covered by a plan, it is
generally advisable for the Trustees to set up a separate office for
administration. (With smaller groups it is sometimes advisable to es-
tablish the office in the most convenient location, such as the union
office, the employer association office, or whatever other place is
generally agreeable to both sides.)

The functions of the administration office are briefly as follows:

Collection of Employer Contributions: Forms and procedures have
to be established to regularly collect the employer contributions re-
quired by the collective bargaining agreement. Careful and experienced
planning will permit a simplified and effective method which will not
be costly either in terms of administration or in terms of the employers
preparing reports of employment and submitting contributions. All con-
tributions must be properly recorded in the fund office and deposited
in the bank account for the fund. In addition, it is the employer's re-
mittance report w¢hich generally serves as the basis for crediting em-
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ployees with service credits for the purpose of their eligibility under
the pension plan. This is but another example of the many "multi-purpose'
forms used by the pension fund which save time and expense in the admin-
istration of the fund. Procedures are generally also established for
furnishing the employers and employees with a statement of the amount of
contributions made in a particular year so that a continued check of ac-
curacy is maintained on all contributions.

Procedures for Processing Pension Ap lications: A simple yet ef-
fective form of pension application must be designed so that it can be
made available to any person applying for benefits from the pension plan.
Clear-cut instructions are most important so that the members can fur-
nish all necessary information the first time. ClJearly, such forms must
be tailor-made to the particular type of pension plan and eligibility
rules. In addition, account must be taken of the nature of employment
in the industry, and the type and form of proofs of employment, age,
military service, periods of disability, etc. When the pension applica-
tion form is returned to the fund office, information submitted by the
members must be verified. It is here that the pension records maintained
by the fund office on a regular basis will control wihether this is going
to be a simple or time-consuming Job. Systems must be set up to pro-
perly verify the pertinent aspects of an employee's entitlement to pen-
sion benefits because mistakes in this connection can be most costly.
Generally, the person in charge of the administration office of the pen-
sion fund prepares a "Pension Analysis Form" which is then submitted
to the Board of Trustees. This form analyzes all phases of the pension
application and the verification of pertinent facts so that the Truetees
can pass on the final eligibility of the applicant. Many form letters
are used in connection with the processing of pension applications as
well as in the payment of benefits. When a pensioner is approved for
pension benefits, he is generally provided with a Certificate of Award
signed by the Trustees which serves as his tangible evidence of approval
and entitlement to benefits. A regular system is then instituted for
the payment of pension checks and verifying that the member is receiving
the checks. The members are also assisted in filing for their Social
Security benefits and in receiving information concerning their entitle-
ment to such benefits. In cases of disability pensions there is the
problem of obtaining proper proofs of disability; this frequently in-
volves the member being examined by a doctor selected by the pension
fund office.

If the plan is on a self-insured basis, the pension fund office
also is involved with the mechanics of the investment of pension fund
reserves and transfer of such reserves to the investment accounts and
working with the bank or other investment advisor on reports of the sta-
tus of the pension fund's investments. Arrangements are also made for
periodic audit reports of the pension fund accounts.

Records are also maintained in the pension fund office which per.
mit periodic reviews of the entire pension plan by the pension consult-
ants and the Board of Trustees.



V. SCIE GE3NERAL PROBLEMS

I now plan to discuss certain special problems which often come
up during the course of establishment of a pension plan. The subjects
to be considered are:

1. Self-Insured vs. Insured Pension Plans

2. The Roles of Banks or Trust Companies in
Connection with Pension Plan

3. Employee Contributions to a Pension Plan

4. Automatic or Compulsory Retirement

5. Vesting of Benefits

6. Benefits Tied in or Related to Social Security

7. Guaranteed Periods of Benefit Payments

8. Life Insurance, Hospitalization, Surgical and Medical
Insurance for Retired Employees and/or their Dependents

The time allocated for this phase of the discussion will permit
only soiie brief statements on the above problems and a few general ob-
servations. It is important to bear in mind that each subject warrants
careful and detailed consideration by the parties concerned in the es-
tablishment and administration of a pension plan.

1. Self-Insured vs. Insured Pension Plans: When the Trustees con-
sider the plan of benefits to be provided aGrreview the actuarial cal-
culations used in determining the ultimate benefits to be provided,
they also consider whether the plan should be on an insured or self-
insured basis.

Our experience in the establishment of more than 100 collectively
bargained pension plans has indicated that by and large self-insured
pension plans are better, particularly for groups of more than 500 em-
ployees. By "better" we mean that higher benefits can be provided when
a pension plan is on a self-insured basis for the simple reason that
the insurance company charges and expenses are eliminatEd from the cost
considerations.

At the outset, it should be borne in mind that the element of
"risk" in a pension plan is considerably different than it is in other
types of situations where you are providing life insurance, sickness
benefits, hospitalization benefits or even such benefits as fire insur-
ance or automobile insurance. In a pension plan the only important
"risk" is how long employees who retire can be expected to live beyond
retirement and how many employees wxill live to a retirement age.



If you are dealing with a small group of employees, such as 50 or
100, the possibility of variations from normal mortality experience is
clearly far greater than if you are dealing, asyou are in a multi-employ-
er situation, with generally 500 or more employees. Miortality statis-
tics have been so thoroughly studied and developed in this country that
it is extremely unlikely that for any large group of employees such ex-
perience will vary materially from the assumed mortality rate in a self-
insured pension plan. (We assume, of course, that the pension consult-
ant and the Trustees have used a reasonably conservative mortality table
in preparing the benefit plan.) And even if there should be a varia-
tion, it is something that develops very slowly over the course of years
and permits corrective action to be taken by the Trustees in future
years.

In other words, there can be no "catastrophe" such as multiple
deaths or epidemics, floods, etc. which could hurt the p nsion plan or
for which insurance protection is required. To the contrary, although
it may sound odd, the actuarial facts of life develop that such catas-
trophies help the pension plan (though obviously only in monetary terms)
in the sense that if retired employees are involved in such catastro-
phies, pension benefits are provided for a shorter period of time, or,
if members gaining eligibility for pensions are in such catastrophies,
fewer persons than anticipated attain eligibility.

In any event, the Trustees must weigh the various types of insur-
ance contracts available for providing pension benefits and must eval-
uate the guarantee offered by the insurance company against the risk
and against the additional costs that will be involved if an insurance
company is used. In the past few years the variety of insurance con-
tracts available for pension plans has increased considerably and it
may be that some insurance companies will evolve a type of insurance
contract suitable to collectively bargained pension plans, which will
warrant a general reconsideration of the approach to be taken on this
problem.

For the Trustees of a pension plan to be completely satisfied with
this problem, it is often advisable for them to ask a number of major
insurance carriers to submit competitive bids in which they offer pro-
posals for underwriting the pension plan. Careful and impartial analy-
sis of such bide should be helpful to the Trustees in understanding the
relevant merits of insurance.

(Incidentally, in competitive bidding the Trustees will undoubtedly
be interested in noting the wide differences in insurance company
charges. Also, a proper and detailed analysis of the insurance company
bids will appraise reserve factors, termination charges, and a number
of other technical items that are of great importance in money and bene-
fit terms, but can easily escape the untrained eye.

Those of you who have had experience in welfare plans may remember
how insurance company retention charges vary and how careful an examina-
tion must be made each year of their claim charges, reserves, and of
each item of their retention. Recently, our firm had two very interest-
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ing experiences here in the State of California. We were retained by
the Trustees of these Funds to prepare detailed analyses of welfare
funds that had been established some time ago. As a result of our
analyses, the insurance company charges in those two Funds were reduced
by more than $145,000, the retentions for future years are also to be
reduced, and substantial administrative savings were effected. These
are but only two examples indicating what careful study can accomplish--
and the same kind of thing is also possible when dealing with insured
Pension Plans.)

Under some types of insurance contracts for pension plans, the
Trustees are relieved of the responsibility for investing the reserves
of the pension plan since, in effect, such reserves are turned over to
the insurance company for investment. This is one of the advantages of
an insured plan which is weighed by the Trustees wihen they determine
the question of whether the plan should be on an insured or self-insured
basis, though it should be pointed out that in a self-insured pension
plan the Trustees can get excellent investment advice and assistance
from banks and professional investment counselors.

In summary, this is the type of subject on which the Trustees do
require competent and impartial advice by a pension consultant familiar
with the operation of multi-employer, collectively bargained pension
plans. But, as we said at the outset, our experience has indicated that
self-insured pension plans are generally better -- especially for larger
groups.

2. The Rolo of Banks or Trust Companies in Connection with
Pension Plans:

If a plan is on a self-insured basis, the Trustees will have the
responsibility of arranging for the investment of the pension plan re-
serves. The Trustees of most pension plans have found it advisable to
use the services of qualified bank or trust companies in this conniection.
The general procedure followed is for the pension consultant to prepare
a specification letter for transmittal to those banks from which the
Trustees may wish to obtain bids or proposals. Based on the proposals
submitted by the banks, the ultimate selection is based on the fees
quoted by the banks and their general qualifications and facilities for
handling this aspect of the pension plan's operation. Sometimes such
banks are used as "corporate trustees" whereby the Trustees turn over
to the bank the pension plan reserve accumulations for the bank to in-
vest. The Trustees set forth the general policy of investments (wqhich,
incidentally, is generally on a most conservative basis) and such policy
is followed by the bank. In addition, the bank also acts as custodian
of the invested assets of the pension fund in the sense that it physi-
cally holds the stock certificates or other evidences of the securities
purchased on behalf of the pension fund. In addition, the bank "clips
coupons," collects dividends and takes care of the other details in
connection with the purchase and sale of securities and collection of
income from such securities. Regular periodic accountings are submitted
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to the Trustees. The Trustees often designate a brokerage firm or
firms through with the bank is requested to place orders for the pur-
chase or sale of securities so that in return for the modest commissions
received by the stock broker the Trustees are able to obtain from such
broker independent periodic appraisals of the investment portfolio of
the pension fund.

Generally, the banks and trust companies are most anxious to re-
ceive this type of business and following the competitive bidding pro-
cess will enable the Trustees to obtain the most beneficial arrangement
for the Pension Fund,

3. Em loyee Contributions to a Pension Plan: There are two
schools oug on wheh i =s a visablecontrib-
uto to a pension fund. In our experience we have found that most
multi-employer, collectively bargained pension funds do not provide for
employee contributions. One of the major considerations is that from a
tax point of view it is unwise for an employee to contribute to a pen-
sion fund. For example, in order for- an employee to have $1 to con-
tribute to a pension plan, he must earn approximately $1.20 because he
has to pay income tax on the $1.20, and the employee's contributions
to a pension fund are not deductible for income tax purposes. If the
employer contributes the same $1, it is not taxable to the employee as
wages and the employer, of course, is able to deduct the dollar for in-
come tax purposes. In addition, because employee contributions must
be segregated and returned to the employee in the event he should leave
the industry or die prior to his retirement, as a general rule, $1 of
employee contribution can only buy two-thirds of the benefits that can
be bought with the same $1 of employer contribution. (In the case of
contributions made by the employer, no money is returned to the employee
if he should die or leave the industry prior to his retirement. The
only exception is in the case of certain vested pension plans.)

It is for the above reasons that it is sometimes surprising to
learn of a collective bargaining agreement which is concluded providing,
for example, a $2 a week contribution by the employer to the pension
plan, $1 a week increase in wages and an agreement that the employees
will contribute 500 per week to the pension plan. It would seem to
make so much more sense to have the agreement read that the employer
would pay $2.50 to the pension fund and that the wage increase would
be 50¢ per week instead of $1 per week because the employees gain more
from this type of sett2ement.

O)n the other hand, there is the argument that if an employee con-
tributes to a pension plan it is a form of forced savings device where-
by if he does leave the industry or die prior to becoming eligible for
pension benefits, the money asts as a sort of savings account for him
which is then paid to him or his beneficiary.

Some proponents of pension plans with employee contributions have
also claimed that by this device employees become more interested in
the pension plan and appreciate the benefits being provided. Frankly,
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we have not found this to be generally true and hardly feel it is a
sufficient reason to institute employee contributions especially when
you consider the unfavorable tax position the employee is in as a re-
sult of such contributions and the various complications involved in
administration of the plan when there are employee contributions.

4. : The Trustees of a multi-
cmpl.oyer, collectively bargained pension plan may consider the question
of automatic or compulsory retirement. In effect, this would be con-
sidered when the Trustees decide whether any age limit should be set
for retirement so that if the employee does not retire, he will be
denied all future benefits from the pension plan. One difficulty with
such provisions is that an employee's actual age does not necessarily
govern his ability to effectively- continue to work. An employee's deci-
sion to continue working beyond age 65 (or whatever retirement age is
used) is generally based on his knowledge of his physical condition
and ability to perform the job and of a comparison of his take-home pay
with the combined benefits he would receive fran Social Security and
the pension plan. This latter point is most important in that as col-
lectively bargained pension plans provide higher amounts of pension
benefits and considering the recent improvements made in the Social
Security benefits where the maximum primary benefit is now $108.50,
the question of compulsory or automatic retirement is rapidly becoming
academic.

The argument for compulsory retirement is that by requiring retire-
ment at a certain age there is a possibility of a general improvement
in efficiency of the employer's operation and also greater incentive
provided for the younger employees to move up to the generally better
jobs vacated by the older retiring employees. In this respect, it also
provides for a more orderly system of retirement and planning, in ad-
vance, for the time the employee will retire.

While tradition in many industries has been for employer plans to
provide compulsory retirement at age 65, the-re has been a growing tend-
ency to increase the automatic retirement age to 68 and, in other in-
stances, to age 70. (Some industries and unions favor compulsory re-
tirement, where the work is particularly arduous..) There are also con-
certed efforts being made to lower the "normal" retirement age to 60.

In any event, most arguments pro and con on this subject are self-
evident. The one phase of this question that becomes a cost factor is
that if it is decided that compulsory retirement is to be at age 65,
the assumption as to the average age at which employees will retire is
resolved and this can be a cost factor in determining the ultimate pen-
sion benefits (as we discussed in the section dealing with cost factors
in pension plans).

5. Vesting of Benefits: By "vesting," we generally mean that if
an employee leaves the industry or ceases employment in the industry
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for any reason prior to his becoming eligible for pension benefits under
tlhe pension plan, some provision is made to return to him all or a por-
tion of the amount of the employer contribution made to the pension
plan on his behalf. While this is certainly an appealing type of pro-
vision, most groups quickly appreciate that including such a provision
changes almost the entire structure of the pension plan and causes a
substantial reduction in the ultimate plan of benefits that can be pro-
Vided for employees who do reach retirement age and have the required
length of service in the industry.

As part of the actuarial studies, the pension consultant will re-
view for the Trustees the different types of vesting provisions that
can be incorporated in a pension plan and also the impact such provi-
sions will have on the level of benefits to be provided. The Trustees
then have a clear choice to make. However, it appears worthwhile to
caution you that very few large multi-employer, collectively bargained
pension plans have any meaningful vesting provisions as the general con4.
cept of such plans is that they are being established not as severance
pay plans, but as plans to provide retirement benefits and security for
employees who reach a reasonably acceptable retirement age after com-
pleting long years of service in the industry. One word of caution
that is appropriate for negotiators is that until such time as the
Trustees have had an opportunity to consider this question and review
the cost implications of vesting, no commitments should be made to the
employees by either employer or union representatives as to whether or
not the ultimate plan will contain vesting provisions.

This general subject should not be confused with the fact that
when an employee does reach retirement age and has the required length
of service to be approved for pension benefits, the pension benefits
are "vested" in the employee to the extent that under an actuarially
sound pension plan he will be guaranteed to receive pension benefits
for at least the rest of his life following retirement.

6. Benefits Tied in or Related to Social Security: Most multi-
employer, collectively-bargained pension plans provide a pension bene-
fit that is in addition to or independent of the benefits provided under
the Social Security Law. However, this subject is being discussed be-
cause of patterns that have developed in many industries, such as steel
and oil, where, by tradition, the mnount of Social Security benefit has
been considered as part of the total retirement benefit to be provided
by companies in those industries.

There have been many substantial and frequent changes made in the
Social Security benefits throughout the last 15 years. As you know,
the maximum primary benefit provided under the Social Security Law has
increased from $41.60 in 1940 to the present benefit of $108.50. While
it may appear that a pension plan is providing a higher benefit if it
is announced that the total benefit includes the benefits the employee
would be entitled to receive under Social Security, as a practical mat-
ter, most employees are sufficiently sophisticated about the Social
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Security benefits so that they would appreciate the plan just as well
if a straight-forward statement was.made as to the level of benefits
provided in addition to those available under the Social Security Law.
The possibility of future changes in the Social Security Law is the
main reason for omitting a "tie-in" benefit.

7. Guaranteed Periods of Benefit Payents: A word of explanation
is in order as to the subject heading. The-res no question but that in
an actuarially sound pension plan when an employee retires he is guaran-
teed to receive benefits for the remainder of his life following retire-
ment. However, some trustees in multi-employer, collectively bargained
plans find it wise to provide an additional guarantee to the effect
that under certain circumstances the employee will be guaranteed to re-
ceive a minimum of "x" monthly benefit checks. Sometimes this figure
is 36 monthly checks or 60 monthly checks, etc. The purpose is to avoid
an inequity if an employee retires and then dies a few months following
his retirement. In such circumstances, he would have received very
little from the pension plan and yet, upon retirement, may have given
up certain other benefits available under a group insurance program.
In this respect, a guaranteed monthly benefit for the type of periods
indicated eliminates the hardship of the employee's early death after
retirement and yet isnot too costly a factor for the pension plan. The
cost implications of such guarantees should be reviewed with the Trust-
ees and the advisability of providing the guarantee is weighed against
other benefits that the employee may be giving up upon his retirement.

8. Life Insurance, Hos 'talization, Surgical and Medical
Insurance for Retired _Lmployees and/or their Dependents:

It is not uncommon for the Trustees of a pension fund to ask about
the cost and advisability of providing benefits for retired employees
through the pension plan that are not strictly pension benefits. For
example, it is commonly asked that life insurance, hospitalization,
surgical and medical insurance should be provided for retired employees
or their dependents. To put matters in their proper perspective, this
should be a question for the Trustees of a welfare fund and not the
trustees of a pension fund. However, we would like to indicate that
such benefits are generally expensive and careful consideration should
be given to the cost implications before they are put into effect.
Most groups find that providing a limited type of group insurance pro-
tection for retired employees can be done on a sound financial basis,
but this is generally done through a welfare fund that may be in effect
for the employees. On reflection, yoU wTil seethat the guaranteed
period of payments referred to in the preceding section has some bear-
ing on this point in the sense that it is related to providing a life
insurance benefit for retired employees.
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VI. SUMMARY

Multi-employer, collectively bargained pension plans can be one of
the most effective mediums for providing retirement security for em-
ployees who have put in long years of service in an industry. With the
increase in Social Security benefits and with the current level of pen-
sion plans being established, retirement is becoming more and more of a
reality for employees throughout the country. The combined benefits
from Social Security and the pension plans are approaching a level where
an employee can look forward to retirement without effecting a drastic
change in his standard of living and without having to rely on savings
accumulated during the course of his lifetime, or the support of his
children.

The experience of these funds throughout the United States has
been that they can be established and operated efficiently on a sound
basis and produce substantial benefits.

This subject certainly warrants careful consideration by employer
and union representatives in collective bargaining.

We hope that as a result of these several days of review you are
now awvare of the facts to be considered in negotiating, establishing,
and administering a pension plan.

We look forward to helping you further on this matter in any way
possible and will be more than pleased to answer any questions you may
have.
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M!ETHCDS FOR UNION PENSION NEGOTIATORS

Bernard B. Berkov, Pension and Welfare Plan Consultant
San Francisco

As collect'ive bargaining has moved from only wage and hour consid-
erations into ever new fields of fringe benefits, the demands upon union
negotiators have become more complex and confusing. Union committees
have found themselves negotiating in specialized fields which were gen-
erally considered to belong only to experts.

This is particularly true of the field of pension negotiations.
The union official is not only faced with a highly technical terminology
but also with conflicting pressures. Genuine collective bargaining is
a matter of give and take and of negotiating skill on both sides of the
table. But to negotiate skillfilly requires understanding of what is
being traded.

In the practical circumstances of most contract openings, time
limits also impose somne urgency in the negotiations. In addition,
significant settlements have usually been reached in similar or pattern-
setting industries, which have established overall "paokages" of wage
increases plus fringe benefits. The union negotiator has in mind the
total money "package" for which he can realistically expect to settle.

He must allocate that part of the package which should go to wages,
and that which should go to pensions and all other contract improve-
ments, In the day to day process of bargaining, the union negotiator
must reallocate these values in his mind as portions of the contract
are agreed to, and as the event settlement begins to emerge in out-
line.

Mpp
nefits?

In thinking of pensions as part of the "package," the negotiator
must of course assign a given nmber of cents per hour for the pension
plan. At the same time, in doing this, he must have in mind the bene-
fits that can be purchased by that amount of money. Here is where the
negotiator faces the most serious problem. Should he negotiate for
cents per hour and then try to determine what can be bought with that
amount, or should he negotiate for benefits irrespective of their cost?
Each method has its own serious drawbacks. The cents per hour approach
can be very misleading, since a given amount, say 5 cents per hour, may
purchase different benefits in different industries. The same anount
which would produce a sound $100 a month pension for a group with a
particular age distribution and certain conditions of employment might
barely produce a $50 a month pension in a different group of workers.
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The union negotiator who settles for a given amount per hour be-
cause some other industry has done so may find later that he cannot pro-
vide a sound pension for his people. Under these circumstances, he
might have preferred to take the pension contribution in the form of
wages or some other contract improvement, leaving pensions to be negoti-
ated at a future contract opening.

At the same time, if the negotiator attempts to avoid this danger
by demanding a $100 pension and a liberal set of provisions as a pension
settlement, the employer will certainly not agree without a clear idea
of the cost to him of the union demand. If the employer places an arbi-
trary value on it, the union negotiator must know whether the amount is
correct or he is not in a position to continue his bargaining on the
other contract issues.

E t Advce

At this crucial point in negbtiations the union official may seek
expert advice. But the expert may not be able to give him much help.

Before even an estimate bf the cost of the pension plan can be
made, certain information must be collected. The ages, sex, years of
service, average hours worked, turnover, etc. must be known for a fair
sample of people to be covered. Each feature of the plan such as vest-
ing rights, retirement age, disability provisions, amount of pension,
past service credits, etc. must be taken into account in the cost esti-
mate. It takes some time to collect the information and make the com-
putations. It is not always possible to delay the conclusion of nego-
tiations while a survey is made.

NedorEary Sure

It is obvious that whenever possible the survey should be made be-
fore negotiations begin. The union conmittee can then enter negotia-
tions with a reasonably accurate idea of the cost of its pension pro-
posal. Further, and this is of great importance, the union negotiators
would also know the approximate cost of each of the desirable features
of the proposed plan, and of alternate provisions. In this way, as
negotiations continue, if it becomes necessary to reduce the amount of
money demanded for pensions, the Committee can do so knowing what actual
benefits of the pension plan are to be reduced or sacrificed.

_ L f

Actually the union must negotiate money and benefits at the same
time. To make this possible the Union should study pensions before,
not after final contract negotiations.
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Retail Clerks Pension Negotiations

This principle was followed by the Retail Clerks Union in Southern
California. The Clerks in their recently negotiated contract won an
employer contribution of 710 per hour for a pension plan. No previous
industry wide pension plans existed in this area for Food Clerks. The
industry is rapidly expanding vith the growth of population in the state
and has characteristics of age and sex distribution and employment turn-
over peculiar to it. Pension settlements negotiated in manufacturing
industries have not much meaning when applied to the Clerks. The union
took the very sound view that its negotiators should be fully prepared
with as much knowledge as could be collected in respect to their pension
proposal.

As a result several months prior to contract opening, the Clerks
Union in Los Angeles asked us to survey its membership and prepare pre-
liminary cost estimates for pension plans with various benefit struc-
tures. This was done and a study was also made of the average hours
worked in the industry in order to cornpute the total income from vari-
ous levels of proposed employer contributions. The union negotiators
were given several training sessions so that they could become more
familiar with the basic ingredients of a pension plan. When the union
finally went into negotiations, the union officials knew approximately
the kind of pension that 50 an hour, 71¢ an hour, or 100 an hour would
purchase in their industry. When after lengthy negotiations, in which
a three year contract covering many important gains w.Jas concluded, a
final agreement for a contribution of 71 for pensions was reached, the
union officials had in mind the kind of pension benefits for which they
were settling. Furthermore, the contract language specified the broad
outlines of the benefit structure. Since the computations were admit-
tedly tentative, rather than exact, it was agreed also that some adjust-
ment could be made in these benefits if necessary when the final actu-
arial study had been completed.

This study is now in process and is being conducted jointly by
consultants of the union and the employers. Inasmuch as both the money
and broad benefit structure had been previously agreed to by the par-
ties, no serious disagreements have arisen in the actual development of
the pension program. Pension benefits will begin in July, 1957 and
will cover approximately 25,000 clerks in Southern California. Persons
familiar with the industry feel that the Retail Clerks in Los Angeles
have really blazed a path in the direction of sound, intelligent pen-
sion negotiating.
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THE APARTMENT AND HOTEL EMPLOYEES PENSION PLAN

Russell R.. Dreyer, President
Apartment and Hotel Employees #14,

San Francisco

Our organization represents service workers in the apartment
buildings of San Francisco and also in the hotel and motel industries.
We have been chartered for some 20 years and are affiliated with the
Building Service Employees International Union, AFL-CIO.

The history of Local 14 has been -an eventfuul one and has been
marked by many struggles and achievements. The latest forward step
that has been made by the apartment house section of our Local Union
has been the achievement of a pension plan. I am happy to relate the
history concerning the development of this plan. It may contain some
features of special interest because of at least two fastors: First,
our industry is not a typical one in many respects, and, secondly, the
events leading to the development of our pension plan are, as far as I
know, unique.

To indicate the nature of our problem, insofar as pension negotia-
tions are concerned, let me state that we have some 850 members working
in the apartment houses of San Francisco and these 850 members are em-
ployed by approximately 1,100 employers! This may seem hard to believe,
but the fact is that the typical ratio in our industry is one worker
per employer and there are many cases of union members who regularly
work for two or even more employers on a steady part-time basis. Only
the larger apartment houses of the city require the services of several
employees.

Another aspect of our membership which affects the pension problem
is the average age. Our records reveal that the average age of our
apartment house membership is 53 plus years, or considerably higher
than the general comrmsunity average.

Although our pension plan in this industry went into effect only
in January of this year, it originated in discussions that took place
as early as 1948. I recall most vividly a lengthy Union membership
meeting held that year. Our membership had on its agenda a discussion
of the long run objectives that it wished to develop through collective
bargaining. There was an intensive discussion of the goals that we
should seek to achieve, perhaps not immediately but in the coming years.
The membership expressed its concern with such matters as severance
pay, improved vacations, health insurance -- and, pension plans.

Towards the end of a lengthy discussion one old time member rose
from the floor and asked whether the Union Officers themselves enjoyed
these conditions. The answer, of course, was a negative one. How then,
it was asked, could the full-time Union negotiators approach the apart-
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ment house employers and justify certain provisions that were not granted
to them by their own Union?

Out of this discussion there evolved a plan to cover the employees
of Local 14 by a simple pension-severance pay plan and in 1949 such a
program was drawn up and adopted. You may be interested in the pream-
ble to this document, ihich reads:

"The members of APARTMENT & HOTEL EMPLOYEES UNION LOCAL No. 14,
recognizing the growth of retiremnent programs in American industry,
realizing that the officers and employees of this Local Union are
devoted in their efforts to advance the standards of the Union
membership, and feeling that the officers and employees of the
Union are entitled to enjoy some measure of security, are pleased
to announce through this booklet the establishment of Local 14's
Retirement Plan."

One reason for the creation of this plan for Union employees was
that the membership of Local 14 recognized and appreciated some of the
hazards that go along with the position of a Union official. One serv-
ing in such a capacity for any period of time, and who then must leave
such employment, is really in a spot. He would generally be considered
unacceptable for most employers because of his union background, and it
is also a fair likelihood that his previous craft skills will be on
the rusty side. The plan as set up back in 1949 simply called for a 5
per cent weekly deduction from the salary of each union employee, which
was then matched by an equal contribution from the Union. This amount
was deposited each month in a separate bank account. Then, every three
months the accumulated funds were converted into Series "El' Bonds of
$100 denominations and placed in a safe deposit box.

More recently the joint contributions were increased from 5 per
cent to 10 per cent. The plan has been approved by the Bureau of Inter-
nal Revenue and is jointly administered by three trustees selected from
the employees of Local 14 and three trustees selected from the member-
ship who represents the Union as employer. A participating employee,
upon reaching age 65, has the option of receiving his bonds at that time
or accepting a monthly payment to supplement his Social Security bene-
fits. An employee leaving his position prior to retirement age also has
an option of receiving his bonds or leaving them with the trustees in
anticipation bf later reemployment.

In collective bargaining negotiations with apartment house employ-
ers during the following years a proposal for a pension plan was made
on several occasions. The give-and-take of contract negotiations were
not conducive to the establishment of a pension plan until 1954, but
finally in the Fall of 1954 the membership of Local 14 decided that the
time was ripe for al all-out drive on this issue. A concentrated ef-
fort was made to secure a pension plan for the apartment house wyorkers
and toward this end voluminous records were prepared and our case was
built up.
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We originally proposed to the employers that a pension plan should
be created similar to the one I have described above. Our opening pro-
posal was for a contributory plan whereby the union member would author-
ize a payroll deduction which would then be matched by his employer.
Interestingly enough the feature of an employee contribution was dropped
rather early in negotiations ewen though the employers had originally
contended that an employee contribution was necessary to give the em-
ployees a sense of participation in this benefit. In spite of their
enunciation of this principle it was actually the employers whio sug-
gested that we drop the element of employee contributions (probably on
the score that such a provision would lead to an even more intensive
drive by the Union to recapture this cost through higher wage ratesJ).
This decision led to serious discussions around the program that the
Union really desired, namely, a pension plan solely financed by employer
contributions.

The result of our 1954 negotiations was an agreement for a pension
plan to be financed by an employer contribution of 5¢ per hour.

I would like now to discuss briefly two aspects relating to the
timing of our pension program. I consider that timing is of the utmost
importance. We were perhaps fortunate in making some decisions that
have turned out to be sound ones, even though we were groping at the
time and did not havre too much to go on.

As I stated above the agreement for the 50 per hour contribution
was reached in the Fall of 1954; but we further agreed with our employers
at that time that their contribution would not become payable until
January 1, 1956. This, of course, was most agreeable to the employers,
but it also gave the Union a sufficient period of time to get ready. We
have had a period of some 15 months to set up the adrmnistration of the
pension plan -- and this is no small Job. It meant preparing records,
getting all of the details worked out, getting Bureau of Internal Revenue
approval and so on. We can see now that if we were operating under the
pressure of a time element we could have made meny more errors of judg-
ment than actually did occur, We found that the 15 months were not at
all too much to get in shape for receiving the first payments. As
Janutary, 1956 rolled around we had secured government approval and could
assure our employers of this important tax matter and we also had our
office procedures in good shape.

The second aspect of the time factor in setting up our pension plan
was that we realized the need for careful and thorough statistics. You
will recall that we were dealing with an industry of 1,100 employers
covering 850 wyorkers. To have a sound pension plan there must be care-
ful records, particularly in the matter of past service credits. In my
opinion this matter of past service credits lies at the heart of a sound
pension plan. I would like to voice a warning to all who are concerned
from the union side in the installation of a pension program. Union
membership records are vital to the success of such a program. You must
know the age of your members, their sex, length of service and their
changing employment history. Fortunately, Local 14 has kept such re-
cords since its inception in 1937. We can tell from our card files
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the accurate movement of our members in and out of the Union and in and
out of the industry; who they wiorked for, how long they worked at each
place and so on. These records were indispensable to us in doing the
ground work between 1954 and 1956. Naturally, vith the large number of
employers to deal with we have been faced with many problems of adminis-
tration. All pension contributions are received at the Union head-
quarters. We have developed a reporting form on wThich each employer
shows the name of his employees, the place of employment and the hours
,worked during the previous month. We maintain an employer record form
to which we post the total employer contribution each month. We also
maintain a pension record forn for each member to which we post the
hours worked as reported by his employer.

Each year the trustees of the pension plan are obligated to certify
the total number of hours worked by each Union member. This becomes a
part of his individual permanent record, together with his name, birth
date, past service credits and year by year service credits. On the re-
verse side of this permanent record there is space for the monthly pen-
sion payments the member is entitled to.

I would like to emphasize some points in conclusion. These remarks
are based upon the particular experience of Local 14, but I trust that
they may be of some help to others.

Notwithstanding the numerous experts in the pension field, I firm-
ly believe that each pension plan is a new adventure. Each collective
bargaining unit has different problems from the next one. Certainly
the apartment house industry of San Francisco presents factors which
differ markedly from a factory situation. I also know that the apart-
ment house group has different pension problems from even such a group
as hotel service workers.

I firmly believe that the best pension policy, particularly in the
early stages of one, is a policy of conservatism. It is better to aim
only for a small pension during the early years of a plan in order to
avoid errors and the possible risk of having to reduce pension benefits
in the future.

Another general conclusion is that the best pension plan is one
which is simple to administer. We are not doing the best possible job
for our membership if we dissipate too much of our pension revenue in
administration costs. In our case we decided that the most sensible
location for our pension headquarters was the Union office itself. The
Union assumes overhead for such things as rent, light, etc. and these
overhead costs are not charged to the pension revenues.

With the relatively high age group of our membership we were forced
to recognize the high cost of an adequate pension program. Our member-
ship decided to permit the workers to develop the greatest pension bene-
fit they could. We do not foresee early retirement under our plan.
Employees may work until the age of 70 and we have even allowed older
present employees to remain on the Job beyond that age if they choose to
and are capable of continuing their employment.
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No one group can simply copy the rules of another and expect the
same results. Each plan must be tailor-made to the local situation.
Local 14 has tried to adapt its pension program to the peculiar needs
of the apartment house employees of San Francisco. We have launched
our retirement program on a small sc&le and have acted with a consider-
able degree of caution. In the coming years there may be and we hope
there will be opportunities for developing greater benefits. By keeping
careful records as we go along we hope to be on the road towards a com-
pletely adequate retirement program for our members.
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THE MARINE COOKSJAMU STEWARDS PENSION PLAN

George Elner, Administrator
Marine Cooks and Stewards

The MCS-AFL-BMA Pension Plan has been in existence dince June 1,
1954. It was originally established unilaterally by the Pacific Mari-
time Association and has since been included under the terms of a col-
lective bargaining agreement.

The benefits, contributions and policies have been developed in a
trial and error basis. The Fund is administered by a joint board of
trustees with equal representation from the Union and the Employer.
The plan is not funded. Benefits are paid out of current income. The
plan is financed by employer contributions, originally 400 per man day
employment which has recently been raised to 530 per man day employment.
The plan is self-insured. It is a voluntary retirement plan allowing
for service credit from employment with any West Coast steamship com-
pany. The benefits are paid in addition to social security payments.
The plan provides for a basic pension of *100 per month at the age of
65 with 20 years' service within the past 30 years. There is a provi-
sion for early retirement at from age 60 to 64 with payments ranging
from $56 to $95 per month. There recently has been added a reduced
retirement which will allow men to retire at from $50 to $90 per month
with from 15 to 19 years' service.

A permanent disability retirement pension will be paid to eligible
seamen at any age in amounts ranging from $50 to $100 per month depend-
ing upon the number of years service.

The trustees delegate authority to an administrator to receive and
process applications, write pension checks, keep the books and permanent
records, and invest the surplus funds.

The Marine Cooks and Stewards believe that a pension plan should
include more than the machinery for making monthly payments to retired
members. Definite plans are keing formulated for providing hospital
and medical care for retired members, a burial benefit, and housing and
recreation facilities.
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THE FE:NSION PLAN OF THE S.U.P.

Ed Wilson, Welfare Representative
Sailors' Union of the Pacific

The first pension check ever paid to an American seaman was issued
on January 1, 1954 to a member of the Sailors' Union of the Pacific.
Since that time 224 members have enjoyed monthly pension checks from
the Sailors' Union of the Pacific Pension Plan in addition to their
social security. These are sent to men all over the world -- Finland,
Canada, Austria, Germany, Sweden, Italy, Norway and Japan.

The Sailors' Union Pension Plan, which to our knowledge is the
first multiple employer plan, was negotiated in October, 1953. This
plan is voluntary. There is no compulsion that a seaman retire at any
given age, but after reaching 60 years of age, and having the qualify-
ing time, he is free to choose the date he wishes to retire.

The Plan is paid entirely by the employer and is based upon days
of work in covered employment. The contribution is now 530 per man per
work day.

The position of the Sailors' Union can best be illustrated by the
remarks of Harry Lundeberg, Secretary-Treasurer of the Sailors' Union
of the Pacific, on presenting the first pension check.

"Tonight we will officially inaugurate the Pension Plan for the
members of the SUP who qualify. This is another milestone in prog-
ress for the members of the SUP, not only for the SUP membership
but eventually for all American seamen.

"It will only be a matter of time before the rest of the Ameri-
can seamen, both unlicensed and licensed, will receive pensions.

"Many gains have been won by the membership under the banner of
of the SUP. Since our organization was built here in San Francisco,
69 years ago, the struggles have been many and bitter. This or-
ganization has had its ups and downs; it has been down but never
out. We, as an organization, have always survived the darkest
days and the record speaks for itself.

"We are the oldest continuous seamen's organization in existence,
not only in America -- we are the pioneers in the organization
field for seamen on a world wide scale. We could, without bragging,
point to the accomplishments of this organization during its stormy
existence which have so benefited all American seamen.

"However, we are tonight here to honor some of our brother mem-
bers in a way which will lighten their burden in their old age --
not by giving them a banquet or a gold watch for faithful service



to any given company, but by giving them security in their old age
so they can face the twilight of their remaining years with secur-
ity as free men. Thlat, in my opinion, is one of the finest jobs
done by this organization in its long existence.

"Some of the men in the meeting here tornght and in the meetings
in the branches who are here to get their first pension checks have
been part of the backbone of this Union. They have been in many a
struggle in good and in bad times. When the Union was do^m they
stood by and helped fight to bring it back on an even keel again.

"These men will receive what the SUP feels is justice in their
old age. They are entitled to it; they helped build and maintain
this organization which made it possible for them to reitre on
$100 a month for the rest of their lives. Wqe can only feel badly
for the old-timers who have already passed on without having a
chance to see and enjoy this wonderful organizational feat.

"TwJenty years ago ships came to this coast where sailors were
paid as low as $32 per month, 56 hours a week and no overtime. If
you received $60 a month those days you were getting high wages.
That was in the dark periods in this organization -with fink halls
and slave markets running full blast, operated by the shipowners
and the government on both coasts. Little did men believe that 20
years after, the SUP would be able to retire the old-timers on
$100 a month.

"The SUP came back with a bang. It hasn't been easy, but you
never get anything which is worthwhile, easy or for nothing. There
can be no question in anyone's mind what the old-timers would have
got had it not been for the strength of the Union. The shipowners
would have paid you off with a flop in a mission and a cup of cof-
fee and doughnuts.

"This is real progress, SUP style; this is what the SUP stands
for -- fight for decent wages, hours and conditions for the men
who are active and take care of the old-timers when they are too
old to work, so they don't have to live on charity, but stand up
like free men, like we are. The SUP as an organization can be
proud of a job well done."

The following is the exact plan negotiated in October, 1953:

THE S.U.P PENSION PLAN

Reduced Pension

On May 1, 1954 the Reduced Retirement Pension was found to have
served its purpose and was abolished. The purpose of thi retirement
plan was to enable those men wqho retired between 1950 and 1953 to re-
ceive a pension check.



Disability Pension

After two years of operation it was our experience that in order
to do a better job for the membership we would need to broaden our Dis-
ability Pension.

In January, 1956 the Sailors' Union put into effect the following
Disability Pension Plan, which is by far the best in the business:

Formerly men who qualified received the top of $50 a month if they
had 15 qualifying years in 25 years in the industry. This has now been
liberalized to such an extent that there are now three classifications.

The minimum amount will still be $50 a month. However, now men
falling into an intermediate bracket will get $75 a month disability
retirement pay, while men in the top bracket will be paid $100 a month.

This latter is double the previous $50 a month. In addition to
this increase in pay of 100 per cent for those in the older bracket,
the qualifying time has been liberalized. Generally speaking, the qual-
ifying time has been reduced one-third.

It wrks out along these lines: Men who have 10 to 15 years qual-
ifying time within the 20 years immediately preceding disability will
get the minimum of $50 a month.

Those with 15 to 20 years qualifying time within 25 years will get
$75, and those who have 20 or more qualifying years within 30 will be
paid $100.

The program was made retroactive to December 1 of last year. As
a result those men who have been receiving Disability Retirement pay
have had their records checked and their' benefits have been increased
accordingly.

This fine increase has been made possible by the demand of the
Sailors' Union to liberalize this clause in the Pension Plan.

Death Benefit

When a member of the Sailors' Union receives a pension he is auto-
matically covered by a $500 death benefit at no cost to him. If he
leaves no member of his family behind or no close friend, the Sailors'
Union has burial plots on all coasts and he is buried by the Union, next
to his shipmates who have gone before him.

AEatmnts
The Sailors' Union ,also has apartments available for the pensioner

modern apartments up and down the coast. These apartments are furnished
with all the necessities -- a 3 room apartment with full equipment in
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all rooms, all linens, blankets, kitchen gear, etc. There are also
automatic washing and drying machines in each of the apartment build-
ings.

If a pensioner is on a Disability Pension or Early Retirement Pen-
sion he is charged $15 per month. If enjoying Basic Pension, the rent
is $30 per month.

In Wilmington, California there is an apartment house consisting
of 16 apartments located one block from the Sailors' Union hall and is
equipped with an electric cart so that the old-timers can do their
shopping, go to the doctor, etc.

In Seattle, Washinngton we have 22 modern apartments located on
the second deck of the Sailors' Union building, which overlooks the
Seattle harbor.

In Portland there are 12 modern apartments, also located on the
second deck.

Each of the apartments has a manager, a member of the Sailors'
Union, who keeps an pye on the old-timers and bears a hand wherever
needed.

4diEcalProgram

When a member of the Sailors' Union goes on pension he is up in
years and parts of his body are worn and in need of medical attention.
For this reason the Sailors' Union has put into effect a Medical and
Hospital Plan for pensioners. This plan enables the pensioners to get
needed medical attention and hospitalization from the best people in
the business without having to worry about going to some charitable or-
ganization. This enables the pensioner to enjoy his full pension check
and not have it eaten up by doctor bills, etc. This program takes care
of 100 per cent of the bills up to $1000 per fiscal year. If necessary,
this amount of money will be jacked up, as has happened in a number of
cases in order to see the old-timer back in good shape again.

The Welfare Plan has the best doctors in all ports where there are
Sailors' Union halls, where the pensioners are given the best of atten-
tion.

I have before me the forms that are used for making application
for the various pensions; also the procedure, which we follow in satisfy-
ing ourselves as to the eligibility of the pensioner.

Also of importance is our covered employment card, upon which we
are keeping an accurate record of the covered employment worked. It is
this card that in future years will tell the full story on the appli-
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cant's covered employment time. Twenty years from the date we first
put the Pension Plan into effect a member of the Sailors' Union of the
Pacific in applying for Basic or Early Pension may merely bring in his
union book and say, "I want my pension." We will then go to our covered
employment cards showing his pension credits, which will greatly simpli-
fy the application for pension. The covered employment card will do
away with the applicant bringing in discharges and letters of employ-
ment from various companies and will simplify things as much as possible.

When a man receives his first pension check he is aslked to sign
our authorized signature card. This card is used every three months
or so in order to check the signature on the authorization card against
the endorsement on the cashed check. We feel this is necessary due to
the fact that we have men receiving our checks all over the world.

This is a general outline of the Sailors' Union programs pertain-
ing to pensioners

The Sailors' Union hopes that its programs are helpful to you in
setting up not only your pension program, but in setting up programs
that will help these men in their twilight years.
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THE WFSTERN CONERENCE OF TEAMSTERS PENSION PLAN

Kenneth W. Carlson, Administrator
Teamsters Security Fund,

San Francisco

The Western Conference of Teamsters Pension Plan is distinguished
by two unusual features:

1. It enables covered employees in the eleven western states to
change jobs within their industry without penalty. As long as they con-
tinue to work in the West for employers participating in the plan they
will retain all pension credits which they have accrued and will earn
additional credits.

2. It sets no specific contribution rate. Though it was designed
with a rate of ten cents per hour worked in mind, individual agreements
can be made which provide for any rate which is mutually agreeable to
the parties concerned, and benefits can be pro-rated accordingly.

The first point is perhaps the most important of the two, since it
enables employees to receive the benefits of a pension contract without
placing a premium on their remaining with one particular firm or in one
particular locality. The mobility of the labor force involved is in-
hibited to a minimal degree.

However, this effect could not have been achieved without the fluid
contribution rate, which permits union locals to negotiate within the
area-wide structure of the plan for contributions which are in accord
with parochial conditions.

The plan, supported entirely by employer contributions, will pur-
chase group annuity contracts from the Prudential Life Insurance Co.
for the benefit of retiring covered employees. The amount of these em-
ployees' monthly pensions will equal 1.6% of employer contributions
made on their behalf for hours worked after April 30, 1955, (plus what-
ever amount they may be entitled to by reason of their employment be-
tween Janaury 1, 1937, and May 1, 1955) up to a specified maximum. If
the employer contribution rate involved were ten cents, for example, the
maximum would be 575; if fifteen cents, the maximum would be :112650; if
five cents, the maximum total pension would be $37.50.

Credit is given for fulL.years of employment worked between January,
1937, and Mlay, 1955, ("past service") on the basis of a quota system.
A formula h been developed for determining how many hburs of work em-
ployees of various ages should be expected to have performed after their
employer signed the pension agreement. For men born in September, 1921,
or later this quota is 47,000 hours; the quota figure for men with ear-
lier birth dates is lowqered until it reaches the minimum of 600 hours,
which is the quota for those born in Mcy, 1888, or earlier.
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Employees who meet their quota get $2 per month in pensions for
each full year of continuous "past eervice" with the employer for whom
they worked when they first became covered by the plan.

Retirement under the penion plan is optional for men reaching
their sixty-fifth birthday who Aultiul certain requirements. In most
cases, retirement is mandatory for employees when they reach their
seventieth birthday.

Requirements which must be met by employees in order to retain
credits earned under the plan are liberal. For example, an employee
must work less than a total of 600 hours in a period of two consecutive
calendar years to suffer a break in his continuous service. Even this
requirement is softened by special provisions for men who have been dis-
abled, who have gone into military service, or who 'rk for an employer
not signatory to the pension agreement. There are further provisions
allowing benefits to men who leave the industry for other reasons, if
they meet service and other requirements. In addition, a death benefit,
which varies in accordance with the amount of credit the employee has
earned, is provided for in the pension plan.
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PENSION PLAIS UNDER COOLLCTIVE BARGAINING AGREM1ENTS
IN CALIFCRNIA, 1956

M. D. KoBsoris, Director
Western Regiont Bureau of Labor Statistics,

United States Department of Labor

In April of this year, about 1 out of every 3 California workers
covered by a union agreement was under a negotiated pension plan. Of
1,417 union contracts recently examined, but not completely analyzed,
283 contained provisions for pensions. While this amounts to only one-
fifth, or 20 per cent, of the union agreements in the State, it covers
about 360,000 workers out of a total of 1,300,000 under union contracts,
or about one-third.

The importance unions attach to pension agreements is clearly in-
dicated by the sharply increasing proportion of union workers under pen-
sion plans. In August, 1953, that proportion amounted to 16 per cent.
By January, 1955, it had risen to 22 per cent, and by April, 1956, to
35 per cent. Between January, 1955 and ALpril, 1956, the number had in-
creased by more than half.

This count does not include workers under unilateral pension plans,
that is, plans not negotiated by unions. Some of tnese, such as the
one at Lockheed, probably soon will be shifted over into the union-
negotiated category before long. We don't know how many workers are
covered under these unilatoral plans, but the number must be fairly
large. As against the provisions for 1 out of every 3 union werkers,
the Bureau's 1956 -wsagc survey in San Francisco -- which we just com-
pleted -- shows that 70 per cent of office workers and 51 per cent of
plant workers were covered by some type of pension plans.

With 2 out of 3 union workers not covered by negotiated pension
plans, and four-fifths of union contracts without them, California
unions still have a long way to go.

Until quite recently the prevailing pattern was to have the union-
negotiated plan supplement Old Age Retiremcnt benefits. As you un-
doubtcdly havre been told in this conferencc, the OQSI provrides for re-
tirement benefits after age 65 has been reached if the worker was in
covered employment a specified minimum length of time. Benefits are
based on the first $4,200 of yearly pay and run from a monthly minimum
of $30 to a maximum of 108,50.

Perhaps on the theory that these benefits are not only to provide
an income for older and retired workcrs, but also to make sure that
these oldsters step out of employment and leave jobs for young people
coming into the labor market, the Social Security Act limits the amount
workers may earn in addition to their retirement benefits. A worker
under 72 is docked one month's pension for every '80 he earns above
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$1,200 a year. In other words, he may average $100 a month in addition
to his benefits. After he reaches 72, all limits are off.

Under the earlier type of agreement, the employer supplemented old
age benefits, making up the difference between these benefits and the
amount agreed upon with the union. If, for exanple, the amount agreed
upon was $125 a month and the worker got $90 in benefits, the employer --
or the trust fund - paid the difference of $35.

Now the trend definitely is to negotiate pension payments which
are additive. They are not tied to Social Security benefits in any way.
And as private pension benefits are not earnings, they do not expose
the worker to a reduction in his old age benfi~s if they should exceed
$100 a month.

The reason for this shift to additive plans is that workers dis-
covered that a liberalization of old age benefits merely relieved the
employer of payments -- but added nothing to the pocket of the retired
union worker.

While I cannot cite any California iigures at the moment to illus-
trate the extent of the shift to this supplemental type of plan, a BLS
analysis of 205 pension plans negotiated by the UAW will illustrate my
point. In 1951, 71 out of 132 pension plans had offset provisions. By
mid-1953, the plans with such provisions were 82 out of 205. Out of
the 73 additional pension plans negotiated between '51 and '53, only 11
were of the offset type. The other 62 were additive. There is no
question but the trend in this direction is even stronger today.

Provisions for funding vary greatly in the California agreements.
The usual plan requires the employer to contribute an agreed-upon amount
into a fund or to an insurance compmy. But some plans merely require
an employer to pay specified benefits after a fixed date, but have no
safeguard against an employer going broke.

The usual concept is that the employer should put aside currently
and continuously the amounts necessary to meet fixed obligations. The
premise is that the human labor force depreciates with age, the same as
plant equipment, and that reserves are needed to meet this liability,
as in the case of plant equipment.

The money in these funds represents a tremendous economic force.
By 1954 the Bureau of Internal Revenue had recognized over 25,000 plans
with assets running into mart billions of dollars and increasing at the
rate of 24 billion dollars, or more, each year. We have no separate
figures for California.

Methods of financing vary widely in the California agreements and
obviously are opportunistic. The contract for dairies in Southern
California, for example, calls for 10 cents an hour. In the same area,
retail clerks get 7-1 cents. In San Francisco, culinary workers get
$5.25 per month, or less than the San Francisco plumbers get in 2 weeks.
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A study of California pension agreements leads me to direct your
attention to some pertinent problems.

The first of these is vesting. Most California plans do not pro-
vide for vesting in the worker any right to the amounts contributed
into a fund for him. As a consequence he loses his right to this amount
when he leaves the employer. A few groups have developed area vesting,
which permits a worker to change employers provided he remains in the
area covered by the plan. While this in part meets the difficulty
created in plans without vesting, the fact remains that labor mobility
is seriously impaired. This is particularly true for the worker as-he
advances in age because he has more at stake.

A second consideration is high labor turnover. In sme industries,
and more specifically in some occupations, the absence of vested rights
makes it preferable for the workers involved to take a wage increase
rather than a pension contribution by the employer. For example, it is
not likely that waitresses will stay with the same employer until they
reach age 65, nor is this true.of secretaries, typists and office cleri-
cal help generally.

Labor turnover also may mean that a fairly high pension contribu-
tion may yield a low pension benefit and that lower contributions will
yield a higher benefit. To illustrate: A large group of unskilled
workers negotiated for a payment of 85 cents a day into a pension fund.
A small, but highly specialized group in the same industry negotiated
for 95 cents a day. But when payments came due, it was found that the
lower contribution was able to pay retired unskilled workers $70 a
month, whereas the larger contribution netted the skilled group only
$22 a month.

The explanation for this paradox is labor turnover. The unskilled
group had a high turnover and very few stayed on the job until 65 years
of age. The money in the fund was ample to pay $70 a month to the re-
latively few who lasted that long.

On the other hand, the turnover in the smaller and highly special-
ized group was very low and nearly everyone stayed on until retirement.
In the absence of lapses, and with nearly everyone qualifying, the bene-
fits were disappointingly small.

No one at all familiar with the labor movement in California can
escape the conclusion that the bargaining for pensions is necessarily
opportunistic. Labor leaders do the best they can under given circum-
stances against employers of varying strengths and different abilities
to pay. But after a study of the great divcersion of pension plans, I
wonder whether it would not be desirable for labor to develop a more con-
sistent philosophy on this subject. Instead of negotiating for so many
cents an hour or so many dollars a week or month and then shopping
around to see what that money will buy, it seems to me better to formu-
late a definite plan of what you want to achieve in the nature of a pen-
sion plan before you even negotiate.



-M 61 -

While it is not my function or purpose to hand out advice in a
field in which many of you are more experienced than I am, I wonder if
you would not be better off if you decided what lind of a plan you wanted,
what kinds of benefits, what kind of funding and vesting and then visi-
ted a good actuary to find out how much such a plan wrould cost. It
probably will be more than you can get at the first try, or even the
second or third. But as you negotiate successive increases you will be
working toward some definite and specific end. That procedure, however,
requires that you think through your problem ahead of time, obtain ade-
quate and competent advice, and make up your minds as to what you are
trying to obtain as an ultimate objective. But you mill know where you
are headed and why.

Thank you very much for the opportunity to speak to you.
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TIE FUTURE OF PRIVATE PENSION PLANS

Dr. James E. Walter, Assistant Professor
School of Business Administration,
University of California, Berkeley

Let me remark at the outset that the comments which follow neither
portend of future behavior Ln any definitive sense nor conform wholly
to the union point of view. The principal objective is to raise a few
of the more significant issues which are likely to plague private pen-
sion planners (if, indeed, they have not already arisen). The manner
in which these conisiderations will be resolved remains to be seen.

As you are undoubtedly aware, the growth of private pension plans --
stimulated initially by wartime wage controls and excess profits taxa-
tion and later by union pressure -- has been phenomenal. In 1940, there
were less than 2,000 plans covering 3.7 million persons; whereas by now
the number of trusteed and insured plans probably exceeds 15,000 and
covers over 10 million persons. Reserves associated with these plans
may well surpass $20 billion and are increasing at the annual rate of
$3.4 billion ($2.1 billion for trusteed funds and $1.3 billion for in-
sured funds).* Total reserves are likely to approach $40 billion by
1960; and, assuming coverage is extended to 30 million persons, an ul-
timate figure of $75 billion is entirely conceivable.

As is so often the case where rapid expansion is involved, problems
of nationwide significance have emerged full scale, almost before the
affected parties are aware of their existence. It is interesting to
note that, despite thoeir keen noses for newtsworthy topics, investigating
committees have only recently arrived on the pension and welfare fund
scene. In the past two years, subcommittees of the Senate and House
Labor Committees, a subcommittee of the CIO's Comnmittee on Ethzical Prac-
tices, the New York State Insurance Department, as well as state agen-
cies in California, Minnesota and Wisconsin, have all held hearings on
the status of pension and welfare funds. Attention has, however -- and
this is unfortunate I feel -- been largely directed to matters of "the
hand in the till," rather than to questions of longer-run significance.

I should like to take up where the investigating committees have
thus far left off and to treat some of the broader implications of pri-
vate pension plans. The fundamental thesis, presented for your consid-
eration, is that the smooth functio of our free enterprise economy
should not be seriously hampered by the existence and continued growth
of private pension programs. Otherwise, the social costs may in the

*The estimates vary with the source utilized and the elements in-
cluded. An SEC survey concludes, for example, that trusteed plans alone
held well ovor $11 billion of assets at the end of 1954.
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long run exceed the benefits derived.

In the limited time allotted, it is patently impossible to touch
upon all of the aspcucts involved. Let us therefore devote our energies
primarily to three items which appear to be of paramount importance.
These are:

(1) The relation of private pension plans to
the social security program;

(2) the investment of pension fund reserves; and

(3) the impact of pension programs upon corporate
flexibility.

Other interesting matters, such as the disclosure of fund operations,
the effect upon employee mobility and the connection between pension
plans and the Guaranteed Annual Wage, will be touched upon in passing.

Turning first to the relation between private pension plans and
social security, you may recall President Eisenhower's suggestion early
last year that ideas for fitting private plans together with Federal
social security into an "integrated program for retirement income" be
explored to pre-vent overlap in some cases and lack of protection in
others. WA.Thile this proposal is worthy of note, the meaning attached
to the term "integrated program" is far from clear.

Many private plans (e.g. those of Allied Chemical, General Mills,
Glenn L. Martin, and U. S. Steel) arc integrated with the social secur-
ity program in the sense that their beitsFecrease as social security
payments increase. But this, in my opinion, is not the appropriate kind
of integration. The purpose of O.A.S.I. is to furnish a basic layer of
protection (or, as the case may be, minimun subsistence). In contrast,
the aim of private pension plans from the employee's viewpoint should
be to provide a painless and profitable (in view of current tax savings)
method of saving and investing.

The argument for separating the objectives of public and private
pension plans is strengthened by the fact that private pension programs
are not susceptible of uniform coverage, Ability to finance pension
plans varies widely among corporations. Questions of gearing pension
benefits to differences in worker productivity also arise.

The implication of these remarks is that O.A.S.I. benefits and pri-
vate pension benefits should stand on their own feet independently of
each other. The proposition that private pension programs should be
viewed as a form of employee saving appears to suggest, in addition,
that:

(1) Future pension negotiations should be based
upon current cost to the corporation, rather
than uothins ze of future benefits (despite
the reported unhappiness of General Motors and
U. S. Stecl over this possibiity);
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(2) Pension programs should be voluntary, i.e.,
employees should be givcn the choice between
high current wages and parti.cipation in pen-
sion plans (the incentivc for participation
is of course current tax reductions) and:

(3) The employee should not lose his accumulated
savings by reason of changing employment.

Although these proposals may be difficult to digest, they possess
certain side advantages above and beyond their appeal to logic. Empha-
sis upon current costs eliminates an elem(ent of unspecified future costs
from the corpora7te burden and is likely to increase the willingness of
corporations to hire older workers. Voluntary programs afford employees
an opportunity to indicate their personal preferences. Avoidance of loss
in accumulated pension rights as a result of relocation in turn augments
worker mobility.

Needless to say, the points raised are not wholly cut and dried.
The careful consideration of these ideas by pension planners is none-
theless warranted by virtue of their internal consistency and their mini-
mal effect upon the smooth functioning of the economy.

Or perhaps even greater significance to the effective functioning
of our economy are present and future problems associated with the in-
vestment of pension fund reserves. It is generally recognized that the
successful operation of private pension plans presupposes the creation
of adequate rcserves (although some confusion still exists as to the
meaning of the term "adequate"). The consequence is that substantial
amounts have been, and wrdll continue to be, set aside for this purpose.

With few exceptions, investments by pension fund trustees have thus
far emphasized safety of principal. Several trusteed plans, e.g.,
A. T. and T., Coca-Cola, International Rpsr, and Schenley, provide
specifically for the limitation of investments to securities which are
legal for life insurance companies in lNew York. Investments in common
stocks have been largely restricted to "blue chips," and relatively few
funds have ventured into real estate mortgages. The combined invest-
ment portfolio of trusteed funds administered by New York banks total-
ling $7.5 billion was distributed as follows in early 1955: United
States Government Securities -- 18.4 per cent, Corporate and Other :
Bonds -- 57.0 per cent, Preforred Stock -- 3.1 per cent, and Common
Stock -- 21.5 per cent.

In view of the purpose underlying the creation of reserves, the
conservative bias exhibited in the investment of pension funds is en-
tirely reasonable. But despite the justification for this orientation,
at least two unfortunate effects occur therefrom wlich assume importance
for the years ahead. One is that increasing competition among pension
funds (and others as well) for safe investments tends to reduce yields
and thus to augment the present cost of future be;nefits. The other re-
sult is that the continued growth of pension reserves adversely affects
the supply of venture capital.



Private pension funds channel the savings of individuals and cor-
poratiors, which might otherwise be available for investment at risk,
into low risk uses. As a consequence, the rates of techmalogical pro-
gress and-cnomic growth are likely to be retarded, and the continued
maintenance of high levels of income and employment may be rendered
more difficult. The potential significance of the problem posed would
loom loss large were it not for the concurrent expansion of life insur-
ance compmnies and other institutions which also direct funds prinarily
into safe uses.

As long as inflationary prcssures exist in the economy, the defla-
tionary effects (except wherm the prices of high-grade securities are
concerned) of this investment channel aru beneficial. For the long
pull in a (hoped for) peace-time econamy characterized by substantially
reduced military expenditires, however, the impact may well be detri-
mental. Some authorities argue that the adverse influence of pension
funds upon the supply of venture capital is partly mitigated by the
tende-ncy for employee expenditures on consumption items to be both
stabilized and stimulated by the- presence of pension programs. Whether
such is the case cannot readily be ascertained.

What then can bc done by fund administrators to resolve the longer-
run problems of adequate_yields and lies Of venture ca-
tal without straying-too farFrom t un pernciple o safe ?
e larger funds, by virtue of their ability to utilize specialized

management and to spread the risk through diversification of invest-
ments, can undoubtedly exhibit morc initiative than has thus far been
shown. One possibility for higher yields is real estate and real es-
tate mortgages. Insurance companies, it may be noted, arm already
heavily in this field. A further is good quality (but less than blue
chip) comnon shares.

While higher investment yields are probably obtainable in many in-
stances, it is unreasonable to expect that private pension reserves
will become important sources of venture capital unless one of two things
occurs. The Federal Government must either agree to underwrite risky
investments (much the same as is done in the housing field); or the
nature of pension benefits must change. Since our predilection is to
avoid Govermnent participation wherever possible, let us consider the
second alternative.

To simplify the issue, let us assume that O.A.S.I. benefits are
sufficient to furnish a minimum layer of protection and that the intent
of private pension programs is truly to provide a painless and profit-
able method of saving and investing. If such is the case, the fixed
benefits which feature the private pension plans of today mightwell be
replaced by variable annuities which depend upon returns to investments.
lWith this elemntoinflexibility removed, the range of opportunities
available for the investment of pension reserve is substantially in.
creased. By the same token., the ability of private pension plans to
afford protection against purchasing power changes is also improved.
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W.Thether the future of private pension plans lies in this direction
cannot really be said. But whatever the conclusions, unions should not
ignor the problems associated ith the investment of pension reserves.

Before directing attention away from the investment of pc.nsion and
welfare fund reserves, one final remark might be made. This is that
pcnsion reserves should not be employed to serve two masters. They
should not be utilized by corporations to foster control of other corpo-
rations (as has, for example, been suggested in the case of the acquisi-
tion by the Bethlehem Steel fund of 183,000 shares of Cleveland-Cliffs
which in turn owns 176,000 shares of Youngstown Steel). Nor should
the fund assets be used by unions to foster union activities (as has
been suggested in the case of certain Teamster fund investments). Ex-
tended operations of this character defeat the objective underlying the
creation of reserves.

The remaining item to which major consideration is given is the
impact of pension programs upon corporate flexibility. The point in
raising this matter is essentially that union health and corporate
health are closely related. It simply does not pay to kill the geese
that lay the golden eggs.

Private pension plans, as presently constituted, may impose exces-
sive future burdens upon corporations during periods of financial stress
in at least three ways. In the first place, many programs provide for
unspecified future costs. Some 18 per cent of the plans adopted during
the 1950-1952 period, for example, base benefits on an average of wages
for the final years of service, while another 10 per cent make partial
use of this base.

Secondly, even where future costs are reasonably well specified,
provision may not be made for the full funding of past service liabili-
ties. A potentially misleading feature of pension programs is that
benefit payments tUnd to increase until the plan approaches maturity.
Failure to create adequate reserves may thus lead to additional pay-
ments at a time when they can be ill-afforded.

Thirdly, the bulk of pension costs is for older employees who have
acquired seniority rights which protect them in periods of declining
employment. The consequence is that annual contributions to pension
funds are, in many instances, relatively fixed.

To avoid the unspecified future costs and inflexibilities so often
associated with private pension programs, as well as to provide addi-
tional incentive, many corporations have introduced deferred profit
sharing plans. As cohtrasted with the 350 deferred profit programs
existing in 1942 and the 2,500 in 1946, the present total falls in the
9,000-10,000 range. The popularity of these plans is well attested by
the fact that there are some 120 concerns which do nothing but offer
advice to companies setting up deferred profit 'sharing plans.
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The bigger companies have thus far demonstrated the strongest pre-
ferenco£ eferred profit sharing. Among the Profit Sharing Council
member companies with over 1,000 employees, for instance, 59 per cent
have deferred payments programs; 25 per cent have combined cash and de-
ferred payment programs; while 16 per cent offer onLy cash payments.
Among council members with less than fifty employees, 54 per cent pay
cash; 18 per cent offer combination plans; while 28 per cent have de-
ferred programs.

These facts notwithstanding, deferred profit sharing programs (for
employees in general) appear to be much more appropriate for small cor-
porations than for large corporations.- By virtue of their limited fi-
nancial strength and relatively uncertain outlook, small firms need all
of the flexibility they can muster. From this point of view, then, de-
ferred profit sharing programs are eminently desirable substitutes for
private pension plans which provide for specified benefits.

Let us now look at deferred profit sharing from the employee's
viewpoint. Employment with small corporations is often less certain
and less remunerative than equivalent jobs with large firms. Wherever
such is the case, some form of employee earnings participation makes
good sense in order to compensate for the greater risk and the smaller
current pay. If the company is unsuccessful, well, this is the chance
the employee took (somewhat like investment in common stock). If the
operation is profitable, the deferred benefits will -- on the other
hand -- exceed those derived from fixed-benefit programs.

Deferred profit sharing programs thus provide maximum flexibility
for those corporations which require flexibility. Thby afford the em-
ployee an opportunity for higher benefits than would otherwise be the
case. And in addition, such plans conform nicely w7ith the avowed pur-
pose of private pension plans, i.e., provide a painless and profitable--
although with some risk in this case -- method of saving and investing.

Large corporations probably do not need the degree of flexibility
associated with deferred profit sharing plans. It is nevertheless bene-
ficial to both employers and unions for those costs connected with pen-
sion programs to be specified and for unfunded past service liabilities
to be eliminated as rapidly as possible. The conclusion is that, as
indicated earlier, future negotiations which deal with pension matters
might wtell emphasize current cost to the corporations, rather than the
size of future benefits.

Lest the complaint be levied that the orientation has been unduly
restricted in scope, brief reference is now made -- as a terminal ges-
ture -- to several other aspects of private pension plans which have
recently come to the fore. Scattered evidence of mismanagement and
misuse of pension and welfare fund reserves has occasioned proposals
for both Federal (or state) regulation and full disclosure of asset
uses. My personal hope is that private pension plans will, in the
future, provide for more adequate reporting to the participants and
other interested persons. The objective in mind is not only to mini-
mize objectionable practices, but also to furnish reliable data with
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which to evaluate more precisely the over-all effects of private pen-
sion plans.

A further topic of primary interest is that of employee mobility.
Attention is directed to the pension program put into effect last May
(1955) by the Western Conference of Teamsters as a possible indicator of
what is to come. This plan covers 90,000 drivers in 11 Western states
and is claimed -- incorrectly, I believe -- to be the only pension plan
operative in the country under which a worker can transfer from one com-
pany to another and still retain retirement benefits (provided, of
course, the new employer also contributes to the fund).

Despite the ben6ficial effect upon employee mobility, extension
of private plans to multifirm coverage has certain hurdles to overcome.
An important obstacle is the presence of companies with widely varying
financial capacities. A lesser impediment is the reluctance of employers
to take action which might augment employee turnover.

To toss out yet another idea: a few signs are visible which sug-
gest that efforts may, in the future, be made to link retirement plans
(deferred profit sharing or otherwise) to G.A.W. American Velvet Com-
pany, at Stoningham, Connecticut, has already requested permission of
the Internal Revenue Service to amend its deferred profit sharing plan
to allow workers to draw $10 a week (in addition to the $30 per week
received from unemployment insurance) in the event of lay-off. Kwikset
Locks, at Anaheim, California, has arranged for its employees to re-
ceive from the trust fund monthly installments amounting to one-half
the rate of pay at the time of lay-off, provided the period exceeds
three months and until the individual's share of the fund is exhausted.

Nor are these the only possibilities for change. Provision might
be made, with somejustification, for the extension of emergency and
other loans to employees from pension reserves. Provision might also
be made for the gearing of pension benefits to the specific needs of in.
dividual employees. Well, we could go on and on, but the foregoing
ideas appear to be sufficient food for thought.

What the future will bring remains to be seen. In view of the
present size and growth rate of pension fund reserves and the expansion
in coverage, private pension plans apparently not only have a tremendous
future, but also exert and will continue to exert a significant in-
fluence upon the economy. The basic point advanced for your considera-
tion is that, by virtue of their importance, private pension programs
should be so adapted as to minimize the economic impact.


