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In return for e filled-in Questionnaire, tne author

promised tc tebulete the returns from the survey and

return a copy to tnose wnc requested it.

rffIOAlmutejv one hundred and tgirtyuestiiourleires

and letters were sent Cit to reteil food chain executives

Out of tni s numt;r six y-fonr were com:leted ant: returned.

Half or sixty-five of the letters mailed were tyged

individielly and hell C I tns- mimeogrepned. Tne former

U
)

1e lted in terroxim;tely e 90 percent return, the letter

a lO percent return.

Source of De ta

The seapling was controlled to tne extent tLLt tne

eutnor ettemgted to meil the Questionnaires to five types

of outlets classified on tie basis of numter of emtloyees:

O - EC

30; - 70

70l - llOO

llCl - 2500

Over 2300

Review of Literntnre

Tne I\:‘ti:Cnel Industrial Conference Board, Incor.oreted 1

has in recent years, concerned itself witn various ESPECtS

of the pension troblem. Members of this grout stress the

importance of recognizing the tension problem as e dominant

one in our economy. Many believe that tne importance of
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of form lend scoumuloted through indiviiuel thrift. How-

ever, this means of providing sec rit3' troved inodeiuete as

soon as the develOEment of the act ry and corooretion,

with its large personnel and limitless possibilities for

‘
-

pertetuel existence, became an imgortenv port of our economy.

The shirt of totaletion from th33 feIms to city factories

difficult to accumilste enugh thr3uehF
3
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thrift to provide for his own security. Employers and wozhers

began to look for other methods through whichorotection

against old age aid other catastro;1:1e could be prov ed. 5

There were three principal factors from the stand-

point of the emfiloyer thot infl Jenced the adoption of

early pelsion.-lens.

1. The advisability of removing from the service

elderly persons and others no longer able to perform their

tesns efficiently.

2. The desirability of develooing a stable personnel

of comyetent emgloyees.

5. The reoutetion of e company and its ability to

I?winduce capable persons to enter its emtloy male nece 5

nd{
H

a humane method of meeting the tressure of the aged

incapacitated.4

 

EExcerpt from sbeech by Milton L. Selby, Secretary-

Treasurer, Sefewrly Stores, Inc., Oakland, "slifornia,

October 16, 1950.

4Letimer, Op. cit., p. Bl.
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The develOpment of formal pension plans in the United

States followed no set pattern. The first solution to the

problem was to designate light work, sucn as watchmen or

Ogatekeeper, to persons wh were no longer able to perform

.
.
-
:

regular employment. The second solution was to deve 0p

an informal pension scheme. This type was a pension plan

rdinarily not publisned, but in some instances it was

given to those who were "deserving" or in some cases where

relief was necessary. This practice continues among many

small retail food chains of today. a third step in early

pension programs was to keep the incapacitated employee

on the payroll.

ani s closely connected withThe railroads or com.
'\

I“;

A

(
L
‘

the railroads were tne first to set up formal plans for old

age and disability relief, since single business organizations

“
2

y.
..

'rst attained great cize in this industry.

The first formal industrial pension system in the

United States was adopted by the American EXpress Company

in 1875. This was the first of the non-contributory plans.

The second formal pension plan was established as a part

of the relief association of the Ealtimore and Ohio Rail-

road Company on Kay l, lSSO. It was contributory. These

pension systems, nowe'er, were in later years either dis-

continued or greatly modified.
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It is interesting to note that by l Ob, a total of

twelve formal pension plans had been se up by railroads

in the United States covering 55.4 percent of all railroad

employees. For the year ending June 30, 1903, seventy-two

railroads and railroad svstems employing 954,919 persons,

66.9 percent of the total number of railroad employees in

the United States had coverage.5 During this period it is

unmistakably clear that the trend of railroad pol cy to-

o
nward the adoption of retirement income systems was

definite one.

The next group to provide formal pension plans for

their employees was the public utilities. Consolidated

Gas Company of New YorA establisned a retirement income

great extentplan in 1592. The public utilities group to a

copied tne railroad plan; however, there was a tendency to

make their plans more liberal witn reSpect to age at retire-

ment, service qualifications and relation of pension allow-

ance to customary earnings.

There was a definite pension movement at this time.

The public utility companies were followed by pension plans

in banks. Most of these were contributory and were begun

in the 1884-1903 period. One naturally would think that

insurance companies were among the first to adopt pension

CZ

vLatimer, 0p. cit., p. (
0

C
h
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programs; however, the first pension plan was not begun by

an insurance company until 1909. Insurance companies during

this period introduced no new prLic iples and followed ratner

than led in the development of practice insofar as it re-

lates to employees in industry.

In the mercnandising field, the only activity in

pension systems prior to 1900 of wnicn a record has been

found was the establishment in 1838 of a pension fund of

$10,000 for permanently disabled employees in the Wannamaker

Department Store in Philadelphia. It was an informal plan

and no rules were set down for its administration.6

The first evidence on record of a retirement income

plan among retail food chains was in 1935. {roger Grocery &

Benin; Company adOpted a retirement income plan which con-

taine the following provi ons

1. Pension of $50 a montn was to be paid.

2. The maximum pension specified was $600.

3. Other provisions of the plan we re not reported.7

This plan was discontinued in 1926; however, in 1929

pensions were being paid informally and the Company was

expecting to offer a new plan.

6;,
 

n. P. Gilman. Profit Saarin; Eetweean Employer and

Emplovee, boston: noupnton, biiil A CF., 16,9, p. "Tc.

7&1I1‘" W. Latimer. Industrial Pezsion Systems,
 

"I

Industrial Relations Co&nselors, Inc., h.1. 1 6‘.

V0]... II, p. 10900
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The period from 1929 - 1932 witnessed a rate of dis-

continuance highest since the inception of pension plans.

This, of course, was due to the reduced business activity

through a depressionary period. Remaining pension systems

....

reduced the scale oi benefits and otherwise deliberalized

their plans. In this period there were four main steps

taken to reduce the pension system expenses.

1. The plan was closed to new employees.

2. Admission to the pension plan in the future

was made more difficult.

3. Future benefits scaled down.

4. Plan changed from non-contributory to contributory.

Despite all these adverse revisions, direct employee

Opposition to them seems to have been negligible.

The period from 1932 - 1953 was one of extraordinarily

rapid growth. Between 1952 - 1338, the total number of new

plans aggregated 251, or about forty-two each year. In no

previous period of comparable length had the rate of es ablish-

ment of new plans approacned this level. It is interesting

to note that between Kay 1, 1932 and the passage of the

Social Security Act, only 1.4 percent of the new plans were

non-contributory. Kore than 75 percent of the 515 plan

known to be operating in 1958 were contributory. The period

is definitely significant in that, deSpite a long-continued

depression and the initiation of a grea system of governmental



social insurance, the industrial pension program, except in

1 ion(
7

f
0

railroads, more than held its own. Lore over, the de

of a substantial number of rel: ively small em,loyers to

adopt plans indicated a hzalthy e:;tension of the movement.”

The second retail food chain of record to inaugurate

a retirenont program for its employees and the first pro-

"V‘ r ‘\' r ‘ l’ o ' 7 V. 'VY' 7' 1 "r‘ '

b'am to operate, tons for SJSCeSSlelf, .as Jewel th Compau‘,

.
.
.
.
)

December 24, 933. The plan provided a eons wnerebv the

company and its employees could work together to build re-

[
=
1

f
f
.

irement funds. ch year the Jewel Tea Company pays into

J. R. E. (Junior Retirement Estate) 15 .ercent of its "refits
r 1"

before taxes, of the amount distributed into employee accounts

from profits, half is divide d among employees according to

deposits dnring tne year and the other half is divided ac-

cording to the sa aiie s dlring the weeks in w':1i:n they made

-. o 9 '\ YD)! .... « . a v ‘If‘ v‘\ S 3 “Idep051ts. hCCOidlhé to compan' repor , emrloyee gene ra

reaction to the plan is one of a.rova1 an'l tne comianr
. p L

believes it has C'eated greater deg;ee of security thanN

C
u

was heretofore realize

The period from 1939 - 1946 saw a tremendous growth in

maJorW

1 1‘ -" ‘r h _ ‘. 'r‘ T " "' 3

0m; “icing. :Ioi'id "HI. 1‘ S'drVUd astiremeht in p(
D

I' (
U

impetus to the adoption of sucn plans. Wartime reg‘l ti n

 

 

Larl Tufel and Murrsy W. Lati. .

si‘"° Industrial Relations Coinselors, Inc.,

.

a m .. .
:t, JCWFl ice voroany.
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which oftentrV 'v

bRQPrQS;MtS employees COV*; ed by the plan at the date.1.

of waicn irformat; n was submitted in connecti:n with

the application for a TUlihb on the glen. Includes

all employees nomi 1a”17 COV'”.IEQ under the pl-i even

tnouwn a large number of such emp oyees may never

receive any be ~

ion of plans effective in
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tied and processed until after
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l1ective bargaining

.
4

waged and houxf, must b3 s1bmittej t c1
‘
.

O

at the demand of tne union. On April 25, 194:, tug United

\

Ct&t*s imprexa Sstrt s;t its Stan; Cf LffICVL; an theC

".‘Y
.\

national Labor Relttinns Psard's ruling by rerCiLS to
‘1

ofi. J o 7 1' T o ' (fl ' r N o r. _“ _0 -. ‘ .. ’- - '..‘ ‘V . r-: : _- .,

IEV an tug TultEJ Utttzs ”110.1t v341t uf Lyrtgls 4WC1s-tu
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:f colléctlve barga1n11g.

T315 aec;sficm grov;c:d furtugr Entrencnmunt cf re-

. - - ~ 4 ,- . . 1-. ».- -. r» q . a 1 . .-\ _‘\ f f‘ - _ ,- . t A ‘r' r‘

tlr€¢cut lLCOLU 91_L1om5 in Cal cCuLOKy. ucmflahles btcgn

m

to f;ce the situ;tion realistically. -ne retirement

. |-\ ‘ ' v ‘r- ""o- Vl'l :f‘v“" / L I\ , ‘o 1 I" . l " . ‘.

1.comc 51ch.m Hts Lzu100d to tn: l.10.”.51ttn: not if ,



CLATTZR III

T:w to?" .. '6" ~ r“n”hTm1
51.1 1. ‘.‘.J_. K“. wvu41’11 s.) vJLLLL-A.

H' ‘ .. f‘ {0
rc-t 1 + '*' ‘

:3 hwy-Lb rL.LI'Acl£.—
-—j

1.01 G- saUlSLC-‘FJ
LIDI.J,

lz'al’lglel 171‘.) *‘L’n

is tnct tee pension, otetner witn tne socisl security

bezief its, will enetle tne rti;3 er,-oys- to live on a

reasonable scale. If the plsn troviies teAefits so low

tnst tne worker's standard or livin: tells te:102V tnis

1.;- " V“; I"- . '1'“. f 25+ "mt‘i "3f”.ti't n "“r‘xy ' r. ‘w .“"—
.L.-Vc.L, tut, “01-331 n11]. 13.1.. J... ...lt..l.:_..1 . KaOIIlfiJcowuu [hinges

ment lso will hes;tete to 1eti1e an emrloyee if he will

soifer nerd51ip beceaise of e dres ti celly reducei income.

Legislation covering old sge insurance mes teen in

(
D

hexistence siice l9o5, wnen the bus ic lea Ass edogted and

impact of tne degression and the gension movement of tne

early 1950's. A radical revisLon of benefits occurred

in 1933, under whicn payments of montnly benefits began

to be made on January 1, 1940.1 fipite drestic changes

in our ec ouomy effecting lsbor mobility and the level of

wages and cost of living, Coagiess did little in tne next

ten years to improve tne program. It is probetly the recent

union-indistry drive for pensions that iwlflleflCEd Congress

to pass a new Social Le ritv Lw.

It is tne new Social Security Law and its relation

to private pension plans thet will be discussed here.
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1 . . , _

Perlmen, Jecob. Chen;inu -- nus Un er ti ~nge and

Tr
4—11

:
1

Survivors suim.1 e, 1353- l?-::O. Industrial and Labor

Relations 'eview, fol. 4. No. 2, Jan. 1961, p. 170.
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CHAPTER IV

FEOBLEES IN RETIEE£ZET IRCCLE PLANNING

A company contemplating tne adOption of a retirement

income program should be guided by certain general rules.

No sirgle plan can be suggested as tne iceal solution nor

even as a standard for general use. Companies differ in

size, geographical location, nistory, financial resources,

market conditions, wage scales, personnel, public and

employee relations. A plan tnat would worn perfectly for

one company might be nOpelessly inadequate under otner

circumstances. In order for a plan to be successful, it

is necessary tnat it he develOped to meet tne peculiar

problems of the particular business involved. It must be

developed as a "tailor made" proposition.

No attempt is made here to present the many different

types of retirement income programs in effect. In fact,

almost as many types of plans can be listed as there are

plans in effect, since each individual situation differs

in many material reSpects. According to the autnor's

researcn, tnere are four major retirement income programs

that are generally considered wnen adOpting a pension

program. They are classified as follows

1. Tne informal type of plan.

2. The pension trust plan.

3. Tne group annuity plan.

4. Profit-sharing programs.
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The informal type of retirement income plan permits

an employer to pay pensicns to workers, indefinite in

amount, and generally witnout any vested interests or

rights in the employees.1 This type of plan is little

more than eXpression of the management's approval of the

policy of retiring superannuated employees. Crdinarily,

actuarial reserves are not set up, and seldom is there

any Specific relationship between appropriations to the

plan and promised benefits. In a great deal of cases,

the companies pay tne actual pension claims as the obliga-

tions arise out of current income or corporation reserves.

This type of an arrangement is mOre commonly referred to

as "the pay as you go plan". The obvious defect in this

type of a program is that the workers have no guarantee

that their pension checks will continue if tne company

runs into financial difficult;es. This type of plan

involves a smaller investment in its early years of Operation,

and thus has an illusory appearance of being more economical

than plans that are Specific and definite. There is a

definite danger in this type of plan. As additional

employees come within retirement age, the cost rises

sharply, and sooner or later the corporation finds the

load too heavy to bear out of current earnings or inadeiuate

 

1The American College of Life Underwriters, Study Unit

No. 1Q, p. 315.
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past contributions -- at least not until all benefits to

which employees are entitled under tne law have been paid

them.

The group annuity is a contractual plan, as distin-

guished from the trust plan. Under this plan the funds

are invested by a life insurance company, and tne pension

4 A company,benefits purchased thereby are guaranteed.

contemplating the use of this plan, may be issued a master

contract by an insurance company. Participants receive

certificates containing a brief description of their rights

under the contract.

Insurance companies usually insist on a minimum of

fifty participants. If the plan is contributory, it is

usually required that 75 percent of the eligible group

participate.

The premium paid each year for an individual parti—

cipant is applied to tne purcnase of a single premium de-

ferred annuity that equals the credit earned by tne employee

for that year.

Premium rates are usually guaranteed for a period of

five years and after that rates are subject to annual cnange.5

If rates are raised, tne new *ates are applied to the ori-

ginal participants as well as to new entrants.

4Hugh O'Neill. Mo ern Pension Plans, Principle Practices,

New York, Prentice-dall, Inc. l947, p. 105.

R ~ ‘ t .

“Central nanover bank and Trust Company,_§uccessful Pension
“-...

f‘

.Planning, Prentice-Hall, Inc., New York, N.Y., p. 5v.
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section 165 of the Intern l sevende Code lays dour

several important re,uirements that any plan must most

(
'
1
'

o qualify for tax exemption.

First of all, tnore must be a binding agreement, in

writinx to maintain the plan for tne exclusive bensfit
LL),

of employees or their b~neficiaries. The trust fund anfi(
"
‘

income cannot be used for any other purpose. The plsr

cannot be "rigged" in favor of officers, stockholders,

supervisors or highly paid employees.

Only tne money paid into a plan that wins prior

approval of tne Treasury can an employer deduct from his

ta able income. A deduction is allowed as a business

eXpense provided the Internal Revenue Codes are met.

A plan does not necessarily nave to cayer a 1 employees.

A plan can cover onl' a percentaso of tne employees as long

as there is 13 discriminatioi in favar of higher ran;

0'?“ 1"" ‘c‘ 'h‘ "1 ‘- 'c: ‘ C,“ o‘ is «r. 4..- r~~1Mfi ‘ of “now" .-1.~,-¢
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oercent oi the emplozecs must be COVeled. approvil,

according to an insurance resort, has een given to plans
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an employer is limited as to the amo n of marry he

I‘ oj, ‘T‘ W 1‘ -. -.-9 Fl r~ .4 ‘ rm r .N -.

do -raasiry uepartnsn has Set up
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several formulas for figuring on

can pay into a plan in one year an; 5et a tan ueluction

’
4
.

:1 n V. .' . I‘ 1. ‘ m 1 l_' .V 0‘ »'~ V I 1 "~ 0 '3" ,-~ ’1 ~"‘ Yo \

In oraei to obtain .15sur’ approlil UL tne Let le-

ment income proposal, a zeta'led plan must be submitted

't3 tne Pension Tris t Division, EJFCLH of Internal Reveni-,

+1 "\ h:- n u . h. : ‘. ‘ 1" :fl.‘ ~‘.f f" a .1

can so, D. we TJlS JiVLSion PLSSLS tne ploposal
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a pl-n once begin :ann3t be sasily t;PEqut€l. For
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in.tance, an employer oazqot or-p a retircc,nt ilccme
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plan m-rely because “3 nas sevelal baa years oi losses.

If .a plan is so up, later discontinuei, and there is

(
L

of bad faitl, tne Bureal of Internal PeVenue:
-
’c

(
t

8V llC‘L-B

t

woali collect ac; taxes.

A retir.n.snt inco-n 3 plan may oe amended providi-ig tne.

emplo;ir obtains prior approval f*:m the Tro sary Depl-rtme1t.

m .

in ’
4
.

i is n6oes sary in o;isr to keep the tax-elsi.tion status

of tne plan.

Hher~ an amendment is proposed, the Treasury Depart-

ment will want to know wnat ert t‘1at woqli nave on an

‘ . Y . - . ' . p". {1* fl $— ‘. O \ ,- ' a p . '~ ‘. V

emrlofgi S 1:13:11A t7 ohm ti'5 J. 1.1;; .11 t; tcflcl lt oi EL: ”10‘,'' So
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In adding tne omnudeAt, tu€ exploysr must oe careiil no

to discrimirate in favor of hi-ner- paid employees, officers

or stocknolders,” otlcrxise he will "run into tPJlLlj

witn tne Eureau of Internal Revenue.
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7. How many retail outlets do you Operate?

8. Please indicate further any details of your

retirement income plan for employees which would assist

us in making this survey.

The reaponse to the mailed questionnaire was good

and indicated muon interest among retail food chains in

retirement income programs.

Of the sixty-four companies reporting to the survey,

it was Shown that twenty-five of the companies, or 59

percent, have retirement plans in Operation. The follow-

ing table indicates the number of plans started each year

beginning with 1939:

TABLE 2

NUKBER OF PLANS EY YEAR IN CPZRATICN

  

 

Number of Number of

Year Plans Year Plans

1939 l l945 3

1940 O 1946 4

1941 l 1947 4

1942 C 1948 4

1943 3 1949 l

1944 2 1950 2

The above tabulation would seem to indicate that employers

are becoming increasingly conscious of the necessity of

supplementing social security benefits with additional

annuities.
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over 2500 employees nave a mucn nigner perceentaLe of

retirement 1.1come plans in operation. There are many

divergent Opinions concerning tne factor of size. One

well-known insurance coH1any. actuary is of the opinion

tnat group annuities are particularly appropriate for

Eroups of EC to 1,000 employees. Several insuxax ce comparies

are unwillin; to insure groups as small as fifty unless tne

annual p1meium r€.e es a fairly sizeble minimum. Tnis same

actuary feels that it is unsound to self-insure groups of

less than tnree-nundred and fifty. 0n the otner hand, one

of the largest bar.l$ in the country believes that groups

of one-nundred may be safely covered under a trust-fund

plan.3

The autnor v.as urlable to establisn 31y average hourly

or annual cost cata. Cne company regorted that their plan

costs five cents per nour, others indicated the "initial"

capital paid into a reserve to set tne plan up. There was

no standardized figure reported that could be used for

comparative analysis. Some say they are, at present, unable

to exactly determine wnat tneir pension plan costs or will

cost in the future. It is furtner exmil1:6d that mortality

tables only give expression to fa ct eszrien ce and do not

predict future life eXpectancy. Gene ally Speaking, an

actuary points out that the cost of a plan will be primarily

m----------”m~‘-'Cb-----“uw”----------*-O—----.‘—.—m.—

'1

Jamison, ep.-git. p. ll.
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strong ly favored mana5cmrnt° payment of the entire cost

of pension blans, they now favor contrilutory plans. Tne

union reasoning behind this position is that Contributory

plans provide for more ade1oate benefits. In addition,

this tyre of plan provides the participant witn a sense

of rsycnc.1lity rE5arding his fut Llre seCUrity, encourages

saving, and in many instances it is an ircentive to do better

work. It is also the union's consioered opinion tnat they

snoulo be grantee a voice in the establishment and aomini-

stration of sucn plans.5

Prior to 1930, over 70 percent of all retirement in-

come plawi wele on an emyloyeI-gay-all besiis. Fetween 1930

and 1941 about 60 percent of the new glans were contributory.

From 1941 to 1945 the trend 5 5tain was toward emrloyer-pay-all

plans. Tne retirement income pro5ram is greatly affected by

economic fluctuations wnicn strengthen or weaken tne employer's

bargaining position.

Sixteen of the twenty-five comanies reorted tneir

eligibility re1uiremcnts for participation in retirement

icome timrs. They were as follows:

 

K
- .

“Letter, Reta; Clerk's International, B.F. of L.,

LaFayette, Indiana, npri 27, 1951, hm. N. Maguire,

Dr. of Researcn.
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TABLE 5

T “TCTT : TDi‘TCEUflNTFC wee r.¢w« ~wn n ‘v
EHIUJ.L.~LITY dasq~J¢5LM¢LL—..“Q i K111 J.JL‘]LL..J.1I.3U I-Idn.‘\

 

 

 =22---—-:----.._H-..-A —~ ...-...»--.- ...—.._...- 2::

Years of Service Age Re1uiremcnt

 

 - ..--

l. 5 years of continuous service No age requirement

2. u n n n n age 25

‘C. D

3 . I! N I. II I. I. :‘j 5

4 . N u I. OI II II 5 O

5 . II I. H N N I. 3 O

6. " " " " " No age re1uirement

7. 5 years " ” " Age, 25

8. .1. year. no '1 n u 18

9. 5 years " " “ ” 30

l O . I. I. 0' II I. OI 5 O

11. " " " " " No age requirement

12. No service re1uirement Age, 25

3. 5 years of continuous service " 30

14. 2 years ” " ” " 21

E. 5 years " " " " SO

16. 1 year " " " " 21

The preceding table would definitely indicate that

the more popular plan grovides that an employee be at least

thirty years of age and be employed continuously by the

company for at least five years.

Because of the high rate of turnover in retail food

chains, it was necessary to imfose age and length of service

conditions of eligibility for participation in the retire-

ment plan. Many of the retail food cnains feel that the

eligibility re1uirement of five years service with the

company and attainment of age thirty tends to eliminate

most of the group among :hom the greatest turnover can be

eXpected and thus restrict coverage to those emfloyees
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who may be exyected to remain with the company until

retirement.6

The last significant 1uestion that was covered by

the survey dealt with established ace for retirement.

The pOpular plan was, of course, sixty-five with retire-

ment privileges available after fifty-five at reduced

pensions. Some plans provided for retirement at age sixty

and one plan stated fifty—seven. Under most retirement

income programs the age of retirement is the same for

either sex. It is tne union's position that plans should

engender a consideration of age fifty-five as a normal

retirement age.

 

6City Bank Farmer's Trust Comoany, trust affiliate of

The National City Bank of New York, W. Lawrence Earsn,

assistant Trust Cfficer, april 18, 1951.



CdAPThR VI

SUMKnRY AND CCICCLUSICNS

Generally Speaking, the case for security against want

and reward for faithful service extends bacx to the very

beginning of tne United States economy. The railroads were

the first to set up formal plans for old age relief, since

ined great Size inpa
.

silgle business organizations first att

this industry. By 1905 there were a total of twelve formal

pension plans set u* by the railroads in the United States.

The railroad companies were followed, in turn, by the

public utilities, banks, insurance companies and lastly,

the mercnandising field. The first evidence on record of

a retirement income plan among retail food chains w as in

1925 by the Kroger Grocery & Baking Company. The plan,

however, was later discontinued in 1926.

During the depression from 1929-1932, pensicn pro,1rams

were discontinued at a very high rate. Plans were deliberal~

ized, but deSpite all adverse revisions, direct employee

Opposition appeared to have been negligible.

The period from 1932-1968 was one of extraordinarily

rapid growth. Retirement income programs were b‘gun at a

rate of forty-two each year. The decision of a substantial

number f relatively small employers to adept plans indicated

a healthy extension of the movement.
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On December 24, 1939, tne Jewel Tea Company inaugurated

econd retail food(
.
0

a retirement income program. This was the

chain of record to adapt a retired;nt program for its employees,

and tne first pregram, thus far, to conti hue as a successful

operation.

The .eriod from 193 - 1946 saw a tremendo Sgrowtn

in retirement income plzns. Tne adOption of many of these

:
2
}
!

p mxs came as a result of tne war regulations limiting the

amount of wage increases. Ey August, 1946, the Treasury

Department reported that it had approved 6,862 lens. at

the present time, according to a report by Senate Sub-

Committee, there are approximately 13,000 retirement income

plans with a coverage of 6.5 million workers.

The ruling of the National Labor Relations Board on

April 15, 1943 that the Taft-Hartley Act requires employees

to bargain collectively on company retirement income plans

was a significant development.

many of tne retail food chains, comn Zing tne pension

movement as a definite one, began to adopt retirement income

programs. nccording to a survey by tne author, of 64

companies actively engaged in the retail distribution of

food, 25 reSpondents or 39 percent have adzptei retiremusnt

income plans.
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The role of Social Security

With the rise in the cost of living, the gov11m45l1t

socie1 security program was found to be totally inedeiuste

to sustain the living stenoerd of millions of aged Persons

and millions of otners, wno have be en persizned after

reacning 65 en‘ found tnet tneir tensions, funded in normal

times, fell far snort of meeting standard living CGilliti ons.

It is sometimes said that tne law is years belind con—

ditions. In -eco.qiti01 of the problezn of the aged, Congress

("

increased benefits unfler tne encndntnt to sociLl Security

Legislation in 1953. Tne till emtodied srs el irtortont

changes regarding number of people covered, increased bene-

fits, granted credit for World Wer II end called for

gradually increasing contributions by both emyloyer end

emoloyee.

It is sozn wnct rinnatee to predict tne effect of tni

new Social Securi y Lev on priVute retirement income glans.

However, several trends seem clear. First, tne new plan

(
t
-

does not discoirege tne teblisnment cf orivete glans.

It does not attempt t: do tne entire job of providing

adequate income in the case of old age. Different privste

and public sources may still be used to augment social

security benefits.

The new Sociel Security Law mslg s it poss itle for the

es teblisum nt of private plans where rreviously it mignt

have been too costly or too uncertain to do so.
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A company situation will demand the investigation of

all four in order to get the plan that will work best for

them in the final analysis.

A retirement income plan must adnere to certain

stringent requirements set up by the Treasury Department

under Internal Revenue Code 165 in order to qualify for

tax exemption.

1. It must be a binding agreement, in writing, to

maintain tne plan for the exclisive benefit of employees or

tneir beneficiaries.

2. An employee oai deduct from his taxable income

only the money paid into the plan that wins prior approval

of the Treasury Department.

3. There must be no discrimination in favor of

higher ranking employees.

4. An employer is limited as to the amount of money

he can pay into a plan.

5. A detailed plan must be submitted to the Pension

Trust Division, Bureau of Internal Revenue, Wasnington, D.C.

6. An employer cannot drOp a retirement income plan

merely because he has had several years of bad losses.

7. Retirement income plans may be amended providing

the employer obtains prior approval from the Treasury

Department.
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Preperly Operated retirement income programs operate

as a stabilizing factor on employment and reduce turnover

in personnel.

It is believed that the five-year waiting period and

minimum-age requirement might well be amended because the

longer an employee is covered by and contributing toward a

retirement plan, the larger his retirement benefit. More-

over, according to actuaries, long waiting periods and

minimum-age requirements do not save the employer very much

on his overall costs. If the minimum age requirement were

reduced and the five-year waiting period were lowered, it

might exert a stabilizing influence on the group who has

the highest rate of labor turnover.

It is generally recognized today by medical authorities

that physical age is not a matter of calendar age. Some

individuals age sooner than others; otners age slowly. So

the automatic retirement age keeps some people at work too

long; retires others too soon. a solution to this problem

would be to examine, periodically, worzers who are approaching

age fifty. It should be the reSponsibility of the pension

committee to decide whether an employee should be allowed

to continue work or whether he snould be retired early.

Size is no factor in setting up a retirement income

program; however, more advantages accrue to employees of

larger organizations in tne form of higher pension amounts.
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A retirement income program is inherently complex and,

therefore, should be permanent in its basic elements. Much

emphasis Should be placed on the meticulous detail of com~

plying with Internal Revenue Code l65. The employer should

be convinced that his plan is actiarially and humanly sound.

Companies navinr retirement income plans should en-

courage aCtive participation by the employees in the admin—

istration of the plan--perhaps a committee of five employees,

five members of the compan and an impartial arbitrator.

It is felt that lack of employee participation will lead to

distrust and false accusation. Such representation may

lead to improved morale, good will and loyalty of the

employees. The position is taken that this presents an

Opportunity to win the cooperation of labor by sound and

attractive pension planning that will benefit not only the

worker but the business for wnich he works.
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SUMMARY OF THE GREAT ATLANTIC AND PACIFIC

TEA COMPANY PENSION ITAN

Approximately 35,000 employees of The Great Atlantic

and Pacific Tea Company are covered under a retirement

plan underwritten by The Prudential Insurance Company of

America. The full cost of the plan, one of the largest

ever written by Prudential, is borne entirely by the food

chain.

The plan is being funded under a Deposit Administration

Group Annuity Contract. The effective date of the plan was

October 1, 1948, at which time all regular full-time employees

with five years or more of continuous service became covered.

Employees ineligible on that date become members on the first

of the month after they have served five years.

For each year of future service an employee is credited

with an annual retirement allowance based on regular earn-

ings during that year. In addition employees are credited

with a retirement allowance for any'recognized service before

October 1, 1948, based on the earnings for the fifty-two

weeks ended April 3, 1948.

For employees in the United States the annual retire-

ment allowance for each year of creditable prior or current

service is 3/4 of 1 percent of the first $3,000 of annual

earnings and 1 1/2 percent of earnings over $3,000. The plan

covering Canadian employees is essentially the same as the

plan for the United States employees, but recOgnizes that

Canada has no equivalent to United State Social Security bene-

fits. The "means test" is used in Canada to determine old

age government assistance.

Normal retirement date is the first of the month fol-

lowing the sixty-fifth birthday. The first monthly install-

ment of the retirement allowance is paid at the end of the

first month of retirement.

An employee over age fifty-five with at least ten years

of service may elect early retirement or the company may

require it. He then becomes entitled to a deferred retire-

ment allowance beginning at age sixty-five based on his

creditable service up to his early retirement. He can, how-

ever, take a reduced allowance to start at once, that is

actuarially equivalent to the payments otherwise to begin at

age sixtyefive. The following table shows what percentage
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SUMMARY OF SAFEWAY STORES, INCORPORATED

ElsIPLOYEES ' RETIREMENT PLAN

Employees of Safeway Stores, Incorporated are now

covered under a retirement plan administered under a trust

fund. The plan is contributory and provides at least three

times the future service benefits which an.employees' contribu—

tions alone could provide.

All contributions to the plan by the members and the

company are paid into a trust fund with The City Bank Farmers

Trust Company in New York City. The bank, acting as trustee,

holds and invests the money in the trust. The effective date

of the plan was December 1, 1946, at which time all regular

full-time employees with five years or more of continuous

service and age thirtybfive, but not age sixty-five became

covered. Employees ineligible on that date become members on

the first of the month after they have met the preceding quali-

fications.

Effective June 17, 1951, the following will apply. No

basic change, but a provision is added that an employee who

is a participant, or eligible for participation, under another

pension or retirement plan to which the company contributes

(such as a union negotiated plan) cannot qualify for the compa-

ny'p an.

For each year of future service an employee will be

credited with an annual retirement allowance based on regular

earnings during the year. In addition employees are credited

with a retirement allowance for any recognized service before

December 1, 1946 with the following stipulation:

If when an employee becomes eligible for the

plan he has passed his fourty-fifth birthday

and if he Joins the plan within ninety days

after date of eligibility he will receive a

past service benefit for the period of con-

tinuous full-time service between his fourty-

fifth birthday and the date he becomes eligible.

Under the plan dated December 1, 1946, an employee con-

tributed 2 1/2 percent of his first $3,000 of annual earnings

End approximately 5 per cent on earnings between $3,000 and

6,000.
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Under the new plan, which is effective June 17, 1951,

the following will apply:

Changed to: 2 1/2 percent of the first $3,600

of the annual earnings and 5 percent of earnings

between $3,600 and $7,200.

For employees in the United States the annual retire-

ment allowance for each year of creditable future service is

1 percent of compensation which is at an annual rate of not

more than $3, 600 and 2 percent of that part which is at an

annual rate of not more than $7, 200 and 1 1/2 percent over

$7, 200 per year.

Normal retirement date is the first of the month fol-

lowing the sixtyhfifth birthday. The first monthly install-

ment of the retirement allowance is paid at the end of the

first month of retirement.

Under the original plan the Optional retirement date was

sixty; however, effective June 17, 1951 this date was lowered

to fifty-five. The vesting date is changed from:

Twenty years of continuous full-time employment

since the thirty-fifth birthday or after attain-

ment of age sixty to:

Twenty years of continuous full-time employment

since thirtieth birthday or after attainment of

age fifty-five.

In lieu of a straight lifetime retirement allowance, an

employee can elect to retire under a contingent annuity option;

provided this is done at least two years before his income is

to start. under this election he would receive a reduced

pension for life; if his beneficiary survives him, she would

then receive the same or a smaller pension for the rest of

her life.

In event of death before an employee has received retire—

ment income payments equal to his total contributions with

interest, the balance will be paid to his estate or to the

beneficiary he may have appointed.

Normally, an employee cannot continue working after age

sixty-five; however, with the approval of the company he may

continue in service after age sixty-five. in such case, his

retirement income payments will commence on the first of the
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month following his actual retirement and will be in the

same amount as he would have received had he retired at age

sixty-five.

In a letter dated April 16, 1951 from A. R. Koehler,

Personnel Director, Brunswick Procedures Service, Division

of Safeway Stores, Inc., it was pointed out that the above

changes (effective June 17, 1951) were made primarily to

make their retirement plan conform to the revised social

security benefits.
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SUMMARY OF THE KROGER COMPANY'

EMELOYEES' RETIREMENT PROGRAM

About 25,000 employees of the Kroger Company are now

covered under a retirement plan which is unfunded. The full

cost of the plan is borne entirely by the food chain. The

company established a $2,000,000 reserve for employee retire-

ment benefits. They call it the Employees' Benefit Fund and

it is available for the payment of retirement benefits as

provided under their plan. The Kroger Company will add to

this reserve, annually, an amount equal to 5 percent of the

year-end balance and any additional allocations may be made

from time to time as the board of directors deems necessary

or advisable.

The effective date of the original plan was 1947 and an

amendment was made January 1, 1950. This synapsis will deal

with the amended plan. All regular full-time employees who

become age twenty-five are eligible to participate in the

Kroger retirement plan. Employees ineligible on that date

become members on the first of the month after they‘become

twenty-five.

For each year of future service an employee will be

credited with an annual retirement allowance based on regular

earnings during that year. In addition employees are credited

with a retirement allowance for any recognized service before

January 1, 1950. Irior service credit is given for each year

of such service up to a maximum of fourty years and the

attainment of age twenty-five.

The annual retirement income will be computed as follows:

(a) The employees' total earnings during the calendar

years immediately preceding his retirement will

be divided by ten to determine his average annual

earnings.

(b) The employees' years of continuous service

between his twenty-fifth and sixty-fifth birth-

days will be counted to determine his years of

participating service.

(c) If his average annual earnings do not exceed

$3000, the average annual earnings (a) will
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l.

2.

3.

"
3

Do you have a retirement income plan for employees?
 

Please check if answer to #1 is To.

Do you eXpect to place a Pension or Retirement Income Plan

in Operation to supplement social security benefits? Please

indicate the approximate date of plan

How many employees do you have in your organization?
 

What is the approximate annual cost of administering the pension plan?

 

How long has your retirement income plan been in operation?r

 

Is it contributory or non—contributory?
 

What is the approximate annual sales volume in your chain store operation}

 

If you do not care to indicate the approx mate volume, would you indicate

in what classification it would fall?

Under 5 million

 
  

  
 

5 M 20 H 51 M 65 M

21 n 35 M 66 n 80 II

36 H pg 50 H Over 80 million
 

  

Eow many retail outlets do you Operate?
 

Please indicate further any details of your retirement income plan for

employees which would assist us in making this survey.
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