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In return for e filled-in (uesticnnaire, tasz cuthor
promiced tc tebalate the returns from tne suarver and
return & cogy to tunose who regyuacsted it.

spproximetely one hundred end toiity juestiounneires
and letters were seout cat to retuil food chein exscutives.
Oat of thie nuwier sixty-foul were completed ana returacd.

Helf or sixty-five of the letters meailed were typed
incividaelly end Lolt ot toes mimeosrephed. Tae former
resulted in ep;roximotely & 90 pemrcent return, tie lotter

a 10 percent return.

Source cof Dete

The ewrpling wes contrcelled to tue extent tnet tue

cutacor ettempted te mell the gaesticnnaires to five types
of outlets cluesified cu the teeis of number of emrployees:

o - 23C
301 -~ 700
701 - 1100

11C1 - 2t0C
Over 2:CO

Review of Literuture

m

Tne Loticnel Inaustriel Conference Fowrd, I.cor,oicted 1

o]
m
w
[}
-~

in recent yeers, ccucerned itself witn vericus espects
of the pencicn roblem. Kkemiers cof thic groupy stress tue
irportence of recoynizing tie pencsion probl-m c€ & domincut

ore 1iun our eccncmy. Meny telieve tiut tue irportaunce cof

%ﬂ;udhggk_gn;ﬁ;ugigng, Ztucics in Perscnnel Policy,
No. 103, &pril 199C. Netionel Industricl Coufescace fFourd.
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The emplcree retirement iscome progrzm is on ciut-
grcwth cof thet desire for security which hes cherccterized
our nction froem the very teginning.

Records of pensions cre nct wenting, even in tne

. . . . 1
cese cf slavery in tne Soutnern Stetes,” but study of

ecrlier glens feio retirerent recief set up by wrmericean
corporctions indicete thet tae pressure cf the wugeu was

not reco, nized g a specicl problem until cfter the cpening

wisicetivn of toe populetion to tns Lest. Thile westzin
mizreticon tended to tuiie cut of word 1a Ve Inaustrizl
centers meayy wio i sginilar circumstuices ot tie pecsont
timez woald e coapelled te remcine.

waile tae ecocaocmy of our country remiined pregomi-
nitely ¢

sricalturel, security coelnct wdvarse ecoaccic

conditions end perconnl ilcoponoity us.dlly tooil the fowm

"
T <y -
j RSN
o
‘ht 33 . .
~ y we Lotim.r, ITadustrisl Ponsicn S;stcms
. ~ . ” = T ST TN o
I’ sustricl Reletions Counszlores, Inc.e NeZe 1522, pe 15
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cf fourw lend zceumulited throus) indiviiucl thrift.  dow-

W
<:

er, this m=zens of providing cecurity prcvsl lnudeuste s
soon &g the develoyment of tae fuctory cnd corporcstion,

o

witn ite lerge personncl end limitless pessitilities for

1

mede it increceingly difficult to zccumalsate ensugia tnrougzn
thrif't to precvide for his own secarity IZmpleyers eid workers
bezen to look for otusr wethnods throagn whica protecticn
egalast old cge end ctner cutestropghe could te Prov;dea.a

Tiere wezre tnree priacipel fectors from thne stuand-
poiat of tne ewployer tiact influcaced the adopticn cf
early pencion .lene.

1. Tae adviscbility of removing from the service
elderly persons end stners no longer eble to pericrm taoelr
tasks efficizntly.

2. Thne desiretility cf developing a steble personnel
of corpetent emplcyees,

3. Tue reoutection of o compzny and its wbiiity to
indiace ceapebls persons to enter its empleoy mede necessery
& humeane metnod of meetlas the pressure of the gzed and

incayacitated.4

34X“erpt from speeca bty ¥ilton L. Eelby, Cecretery-
Treasurer, Sufew.y Stores, Iuc., Cuikxland, Czliforniy,
Octokber 16, 1920

47"'111'31‘, OQQ Cito, po 2.]..



8
Tie development of formel pension pl-ns in the United
tetes followsd no set pettern. Tne first solution to the
protlem wes to desigsnute licat worir, suca s watecumen or
gatekeeper, to percsons wiio wsre no longer <kle to periorm
regulur employment. Tiae secorna solution waes to devslop
wn iluatormel pencion escneme. Tials type wes & pension plun
rdinarily not puclicasd, btut 1. sowe linstances 1t wes
given to those wiuo were "deserving" or 1in scice Cczsss wagle
relicf wus necessary. Thie proctice continues emonz moay
sw:ll reteil food cuawins of teday. & third step in cerly
pension progiwms was to eep tine luca_ecituted emplcree
on tne peyroll.
wnizs clocely ccnnected witn

The reilrocds or comp

[
pE

(L‘

tue railrowds were tne first to set up formel plens fer old

eZge and disability relief, since sinzle tusiness organizeticns

fiirst attelned grect size in thie iandustry.

The first formul iadastriel pension system in the
United States was zuopted by tne sfmerican Zxpress cCompeny
in 187¢. Tals was the fiirst of tne non-contritutory glens.
The second formel pension plen was estublished as & part
of tne relief escsociction of the Eultiwore ecad Onio Reil-
roed Compozay cn ey 1, 1820, It was coutributory. Tiecse
pension sysctems, nowevei, were in leter years eitner dis-

centimaed or greztly mouified.



From 0121070, 07 oe relief oz LSdiniitorod under
vnetindar insg croceiure, Trere vio no farther exteoncion

Nf thre reilraed vencinn movemend

Tre ncxt roilrocd ~encion ev-ten 7 onted in tre Un

ctefes cnd ) to7lr in ericterce, vic incvouroted Ty the

loter Tetirenent cvrotene veore madeleld cfter the Zevnrovlvonia

crovicions. Trin retircnent income plon voo o definite

0y,

ctex Forrar

)

017 zve. Tre vlon contrine? trhe folloving rovicions:

in sttochine cornztructively tre rrovlew of

1. It c-~73ed only to ennloyers enterinr tte ccrvice

c Tetirorent vio comvieorr for ewn-lovees ¢t e

cevertry ro~orilezs of i other or not ony conrcicn creld

izing ernlorrent mich more wovoviul thon the ten yeors

guiremesrt nf crior zlonc,
of tre cvercre =-lorvy for the 1ozt ten vecres of cervic
tinlied ©v the ruwvber of veors of cervice.

5. It voaz onen t0 211 emmlovess Tother thin only

~embere 0F the relief cocoociction.

1o
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It ie interssting to note tnst by 190%, & totel of
twelve formel pension plans hed been set up by rellrocas
in the Unitea Stutes covering 3Z.4 percent of &ll reilroed
employees., For the yeer endiing June 38, 1902, seveuty-two
railrouds and reilroed systsmes employinz 924,219 persoas,
€5,2 percent cf tuc total muamber of reilrccd employees in
trne United States hod coveruge.s During thnis period it is
unmistekakly clecr thit the trend of railrced policy to-
ward tie acdoption of retirement income systems wes a
definite one.

Tue next grou. to proviade formul pension plzans for
their employees was tne public utilities. Consoliacted
Gus Compuny of New Yorg establisnesd a retirement income
plan in 1€32. Tae putlic atilities group to a srest extent
copled tue railrowd plen; however, tnere wes o tendeacy to
meKXe tazir plans moie libercl wita respect to wcge ¢t retire-
mz=at, service guelifiications and relition of percicn ellow-
znce to customary earnings.

Tners was a definite pension mcvement at this time.
Tne public 2tility compenies were fecllowed by pencsion plans
in benzs. Fost of tness were coatributory and were tegun
in the 1884-1°200 period. Cnz neturally would taink thet

insurznce comganies were emong the first to zdopt pension

=

“Latimer, op. cit., p.

4]
™






11
progrzms; nowever, the first pension plun was not tegun by
an insurance compeny until 1909 Insurance compenies duriag
this period introduced no new principles aznd followed retuer
then 12d in the developmzsnt of prectice iancsofer as it re-
letes to employees ia industry.

In the mercnzndising field, the only wectivity in
pension systems prior to 1900 of wnicn a record aas teen
founa was tine csteblisament in 1838 of & pencion fund of
$1C,000 for permanently dicszbled employees in tne WunnumaKer
Departmeut Store in Philcuelphisz. It was en informel plan
and no rales were set down for its administration.6

Tiue first evidence oa record of & retirement iancome
plan zmong retail food cuains was in 1928. Kroger Grocery &
Ecking Compuny adopted a retirem=nt income plen wniza con-
tained the followins provisions:

l. Pension of $50 a mountn was to te paid.

2. Tne meximum psansion specified wacs (E0C.

3. Other provisioas of the gplen were nct re;orted.7

Tnis plen was discontinued in 192€; howzver, in 1229
pensions were bteing poid iutf'ormelly end the Compeny wes

expecting to offer & new plane

6N. P. Gilwmen. Profit Sacryins Fetwzen Fnplover end
Zrplovee, Eoston: ilou_uaton, wiiflin x Co., 1819, p. 32C.
—_—— e ) 1] ]

4
7&urray We Letimer. Industricl FPoneion Svsteme,

Industricl helaticns Coinselors, Inc., h.Y, 1952,
VOlo II, Pe 1090,
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Tne period from 1G22 - 1922 witnecssed a rete of dis-
continusznce highesst since tie inception of pencsion plens.
Tnies, of course, wus due to the reduced busluess zctivity
tarousn & depressioniry periode.e Remeining pension systens
reduced tine sczle of benefits and otuerwicse deliberalized
tneir plans. In thnis period tuere were foar mein ste.s
taken to reduce the pension syster <XxXp-.nces.

le Tne plen was cloced to new employees.

2. Admission to the gensicn plen in tns future
wazs muae more difficalt.

3. Future tenefits cceled down.

4, Plen chonged from non-contributory to contributory.

Despite ¢ll these eaverse revisions, direct employce

opposition to them seems to reve been negligille.

I3

o}

2

G

Tns period from 1222 - 1° wee one of extraordinzrily
rapid growtin. Betwsen 1932 - 1338, the totel number of new
plans aggregated 281, or atout forty-two each y=zr. In no
previcas periou of compursztble lenstn nad the rcte of establish-
ment of new plans epproccuned tnis level., It ic interesting

to note thut tetween ey 1, 1932 end tue passcge of the

Sociul Security Act, only l.4 pzrcent of tue new plens were
non-contrivutory. Lore then 7S percent of the £15 plans

known to te opereatinz in 1938 were contritutory. The _.criod

is definitely sicnificant in thut, despite @ long-continued

depression and thne Initiction of ¢ ~rsct cycstemw of governmentel
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socicl insurwnce, the ilnuustricl pcnsion progsren, e€xcept in
railro:zds, morse than neld its own. Loreover, tae decision
of & eubstuntial nuuter of relctively smell em.loyeres to
edogt plens inciccotea o nollthy extencion cf tne mCchegt.S

The second retcil food chcin of record te inzuourcte
& retirexcnt progoun for ites employees and tne first pro-
grem to o,ercte, tmas for saccessfull
Decerbzr 24, 1932, The plen jrovided & meons wazrety the
compeny end ite empleyces could worl
tirerent fands.
J. R E. (Junior Retiremsnt Estete) 1% ,erccat of its profits
before taxes, of tue zmount distritatced into employee wccounts
from profites, nzlf 1s divicded emons, emnployees wecording to

ieposits diring tae yewr wad tiz other helf is dividea ce-

o

o
({~

cording to the calerizcs daring the wecks 1in walzca tngy muae
deposits.9 according to compuny reports, em lovee generel

recction to tne plun 1s oneg off c.provel end tie compuny

telieves it ucs creeted a crecter degree of security taan
wes neretofore reclized.

The pericd from 1230 - 1946 scw & tremendous Zrowth in

or

(s
e

retirement incom= plzns. Jorld Wor IT sa2rved s & me

impztus to the edoption of suaca lans. lertime resnleotions

(D

Kerl Tufel wnd Marrcy W, Lotinar. - ctr
Pepci~ne  Incdetricl Deletione Co r"‘l Inc N. Y
L et —aam ) 10 ds Ll welatione vcliis2lorr g, 1Cey Ve .

194C, p. 7.
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oo len fel
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cnendment foll.
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Repres.inte e
of wiicno ir

cied Ly tue plen ot the cite
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it, Tv .8 tre first rulinc of

4+
Ve

4

to ¢voine the

oo ronnad

of triz controversy thet led to o fovordile cdecicinn for
tre unionz. Tri:c Jecicion, of cwmrce, enortel o profsurnd
influence uwon the future of comraeny retiremnent plons. Tre
Totionsl Inductricl Confcrerce Toard reoorted trhe incicdent
¢3 fnllov s
Tre cuce T0° ion of the United
Steel worverat' Union o treat tre comany
Lot brcocret th it hed refused to
ncootiate on the celd molizy to
- Z - .- ~ - -~ ,-. 3 -~ ~ e
retire ZEo erllovect v red ere gixty-five.
Tre comiory 2liiveld th n il not Tave the
Ti-rt to QU(V+13ﬁ wnliziec.
The comnonytz wercion wlon oo Tirst introuced
in 177% Jors brfare the union b2 been ceriificd ca
2 2z ~roified oz
tre collrot1v¢ torvaivins ooemer.  In 17L3 ) the
veneion »lsn, vrich in the be inrins o o-lied only to
emrlores o egrnin ZED a month or more, v €nnurnded
to include cll emliove~z trirty or more vezrs of e
with five or more vears of zervice wro electe? *9
~crtici-ete. Un Dece ber T, 175 the comlny oI-
terliched o Frot-zorvice remzion Troct riot contoined
tre srovizion thct every cmloves ol o rotircd
on Jeruerry 1 neorest Yoo cinty-fiftY hirtnoor ownd
nernitted retention on the wctive roll only undcer
exce~tiongl circvmctoarces. It voe thic zZolicy wiich
tre union ~rotectes wré broustt before tre Uotiondd
Lebor Tel:tione Eoore The tricl eririner Yold tros
the —ercion zrd retirvewent_nolicy w2 o ) Torcr Tuoiccet
for oollective ter-cininc.l=
Tre United Ztates Cirouit CSovrt ~f a4 ellz
Letorber TZ, 170 rel” thot coicuny tenczion slinc, lile
189 n mon on Jerrionc. om. cit., oL E.
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Wo eSS eld Lours, must Lo subtmitted to ccllective bargeining

et the demcnd of toe union. Cu Lprll £2, 1940, tiue United

Ctetes Ciprere Court st its stormp of wpprovel oil tue
Netionel Letor Reletionne Foord's rulicg by sefuci:z to

review the U ited Stetes Cirendt Coust of sppoile declslion

o
rn
(@]
t
(@]
o
(@]
O
—
',_J
t
2
d
}J
o
o
e
[

tiet pencinne ere
Thaie Geclie cn provided fartaer entrencnm.ot cf re-

tirement ircome prozrems in our econcry. Coreries tezean

/

to fice tre sgituction reclisticelly. The retiremznt
ircome pircgrim wee redaiced to the propesiticon: not "ifM,

but "..ow",



tawt tane wosker's stoodurd of living falls btelow tais
level, toe worier will ficut retirecent. Compeny manuge-
rent clso will nesitete to retire au employce if' hie will
sutfer nerdsalp beczuse of w dresticelly reducea incom:e
Legielcetion covering old wge insarance aws teen ia
exletence since 19,8, wnen tne basic lew was adopted aaaer
impuct of tin= depression end tne penslion movement of tie
eerly 1930's. 4 redicel revis.on of cenefits occurred
in 1333, under waica peyments of moutnly venefits began
to te mude on Jznuwry 1, 1940.1 pespite drastic changes
in our ecoaony effecting lebor molility and tne level of
wazes end cost cf living, Coagress aid littls in tine n2xt
ten yeers to improve tae proJgrem. It is probetly the recent
union-induastry drive for pensions thet iafluenced Congress
to pass & new Soclzl Cecurity Law.
It is tue new Cociaul Sccuarity Law cnd its relaticon

to privete pension plans thet will be discussed nelce

1 ) Lo ‘
Perlman, Jecobe Chensin- Trenus Unicr Cld-ai-2 &nd
Survivors Insurcacze, 12:5-128C. Ipgustrial s Labor

Relations aeview, Vol. 4. No. 2, Jon. 1921, p. 175
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“Uoouelt oL el thed conicl e will
rivets comnion Jove cntent. Treo oechan-
2fF crivete retiveont Incore crooroor o onot Jio-
omreoel. Tre new Lazicd Cesurity ool o not ¢ =t to
Ao tre comnleote d0b Al crotdinac cTeculto fucte inm ot
cioe of cu-ercomucted e lovecs.  Trere in sufiicicrt room

: 2 N = o P - = NP - S o~ N
rent zrivate cnd oovblic coureci.  ce2007 , unlcr the

month inonrence henoTit for thodir ovmloveez, the increccoc!l

~avernent 1vvroince covercoe Cvliics 1t dmcoroar kly lons

ITeZClve an 1T onrot

tre new 1o, “rerecs he vould hove to ke vn ,SHLTD under

.l ) Al/
tre ol7 Lo, The o2 7itinncl cnot o tre enloer woulld g

Tecrentes . @ ronitotelv one holf.

"Coven ) Lilbur J. Lesi-laett ¢tory of the
Jociel scenritv Ach 4o cnts 2f 1920, rhricl sl
Likor Dol-tions Tevicn, Vol L Tol 2 Jwouwry. 1o51.
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CHAPTZR IV

FRCELLLES IN RZTIGE&ZNT IANCCLE PLANKING

4 corpeny contempletin: tne edoption of & retirem:nt
income progrem snoulcd be guided by certein general rules.
No sirgle plan cen te suggested es tne iceal soluticn nor
even &s & stendard four gereral use. Conmpinies aiftfer in
size, meogrepnicel locetion, aistory, firurncial resocurces,
merket conultions, wecoe scuales, perscnnel, public ana
employee releticns. & plen tret would work perfectly for
one compeny might te hopelessly inedeguete under otner
circumcternices. In crder for a plan to be successful, it
is necessery tnet it te developed to meet tne peculilsr
protlems of the perticular tusiness iunvolved. It must te
developed as a "tailor mede" propesiticne

No attempt 1s metde nere to present the muny different
types of retirement income progrems in effect., In fzct,
almost as meny types of plens can be listed es trere ere
plans in effect, sirce eacn individuel situction differs
in many mcterial respects. éccording tc trne eutwor's
researcn, there are four major retiremz=nt income propramws
thet are gensrelly consicered wnen edopting & pensicn
progrem. They eare classified as follows

l. Tne informal type of plene

2. Thne pension trust plan.

3. Tne group aunuity plen.

4, Profit-csharing progrens.
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The informel type of retirement income plen permits
en empley=r to pey pensicns to workers, incefinite in
amcunt, and generelly witacut eny vested interests or
rigats in the emyloyees.l This type of plen is little
moie than expression cf tue mensgement's egpprovel of the
policy cf retirins superesmnnusted exployees. Crdinerily,
actueriel recserves wre not set ug, and seldom is tuere
any specific reletioncnip tetween e, prcprictions to the

ses,

S

plen end promicsed tencfits., In & gireat deel of ¢
tne corpenics poy tane ectuel pension claéime as the otlige-
tions erise oat cf corrent income or ccrporeticn reserves.
This type of en arrenzement is mcre commonly referred tc

as "the puy &s you go plen". The obvious cefect in this

tvpe of & progrem is taat tne workers have no gucrentee

ti.at their pencsion checks will continue 1if tae company

runs ianto finenciel difficult’es. Tnis type of plen

involves a smeller i:avestment in its eerly years of operction,
ana tous nes en illusory ajppearance of being more econcmicel
tinen plans towt ere specific end definite. Taere is a
definite denger in tais ty,.e cof plan. As edditionel
employees come within retirement &ge, the cost rises

sherply, and sconer or later tne corporeticu finds tre

load too heavy to bear out of curreunt earnings or inadeguate

1The 4mericen College of Life Underwriters, <tuay Uait

No., 10, p. 313.
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past contritutions -- at least not until &ll tenefits to
wnich employees ere entitled under tne lew have teen paid
trem.

The group annuity is & contrsctucl plen, as distin-
guishea frcm the trust plen. Uncer tnis plen the funas
are invested by a lif'e insursnce compeny, &nd tne pencion

4 4 CUl &Y

benefits purcnesed tnerety sare gucranteed.
contempleting the use of this plan, may be issued a mester
contrect by an insurence comgany. Participente receive
certificetes containing & brief description of tneir ri.uts
under tne contrect.

Incuience compenies usually iunsict cn a minimum of
fif'ty perticipants. If tne plan is contributory, it is
usually regyuirea taat 7% percent of tne eligitle grcup
participete.

The premium peid eccn year for en individuel parti-
cipent is gpplied to trne purcnese of & single premium de-
ferred annuity tnut eyuals tae credit earned by tne employee
for thet yecr.

Premium rates ere usually guaraunteed for a period of
five years and af'ter thet rates are subject tec amnuel cnange.s
If rates cre raisea, tne new rates ase gpplied to tune ori-

ginel participants &s well &s to new entiants.

4Hu.n O'Neill. Lko.ern Pension Flsns, Principle Przcticcs,
New York, Pirentice-dsll, Inc. 1947, p. 103.

SCentral Henover Bank and Trast Cor,eny, Successful Pasncsion
Pleznnin;, Prentice-ilell, Inc., New Yorx, N.Y., p. &C.
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dropped after & few yeers bececure 1t giroves tco cestly.
Section 1€5 cof tne Ilaternsl Revenue Code lays down
cseveral importunt re,uliremcites tact en plan muct meet

to yuelify for tzx exemption.

First of &ll1, tncre mist be & tinaing cireement, in
writing, to mcintzin the plin for tre exclocive bLencfit
ries, The trust tunc cnd

cir tenefici

»
™
f\"

of emplnyces cor tr
incoms cunnot te uced for any ctncor purpcce.  Tae plon
carnct ke "rigzeg" in fuver of cfficers, stockinoluers,
supervicers or hi_hly peaia employees.

Cnly tne money pzid into a plan tnat wins grior
approvzl of tne Treasury cen an emplcyer aeauct frcocm nis
texubls incomz. A deduction is allowed as a tusiness
ex.ense provided tae Interazl Revenue Codes cre met.

plen doess not necessurily acva to covelr all employcocs.
£ plan con cover Sn.y & pwrcentose of tae employess we long

as tanere is no discrimiaction 1a foavor of higner rankiang

em,loyecs. Thnere is no set rule for tioe axcter of zmployocs

-
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purcent of tue exgloyec HPPLIOVLL,

an emplioyer is limited ces to tue amcunt oF monoy ae

v T v - PR v @rv ety TDe it o, . - B
cen pey lato o plon. ae Trooeary Degwrtment als set up

veugrnne Compnnv's

Cee socecchnnsctie st el Lite T4 > Com o nnv's
SN NERT AP S Moy 1" e =
Lookley entitled "lfeusica Trasts”, 1253, pe Ze
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cseverdl formules for fiouring cuat aow mwica wa emgloy.r

cen puy into &« plon 1a one y=oar cad g=t o tox dedquelticn

In crusr to ottuin Treceury coprovel of tuc retire-
ent lacome gropgosal, & detailad lon mast ke sulmitted
t2 tag Pension Tract Diviecion, Burecu of Iaterncl Tevenu,
ton 22, Do C. Tuails Division pueses tae proposul
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If o plin is =<t up, loter discontinued
evidence o1 bua fait.a, the Bureaa of Interndl Revenue

woald collect baci texose.
etiremecat incone plan miy te eémended providiag tae
erploy:r cbtelas prior cpprovel from the Trecsury Depuitment.

This is necesscry 1n order to ke, tne tux-cxomution stutus

&

of tns olan.

&

m A -
Trazcary Cepurt-

where en amendmeat is propoozd, the

meat will wont to Kaow wawt effect thet woald . c0en

£,
S -

enyloyer's 1ictility end tus

In addins tne wimoandme2nt, tne caxgloy.r wast te cureful not

to discrimianate in fevor of hisher-pcocia emplovecs, officers
1 | 8 . . s 3 (1]

or stceiuiolders, ot .wrwig: nz will "rui I..to troatle

witn the Eurecna of ITaterncl Zovanie.
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“Oee Section 1€€ of Rever 16
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7. How many retail outlets do you operate?

8, Pleezse indicate furtner any details of your
retirement income plan for employees wiaich would assist
us in mzking tanis survey.

The response to the mailed yuesticaneire wus good
and indiceted mucn intercst among retail food cawins in
retirement income progrums.

Of the esixty-four comgenies regorting to tane survey,
it was saown thet twenty-five of tne companies, or 29
percent, have retirement plans in operation. The follow-
insg teatle indicates tne number of plens started eech yezar

Leginning with 19%9:

TAELE 2

MILEZR OF FLAAS EY YiR IN CPZRALTICN

Numter of Number of
Yeer Plans Year Plens
1939 1 1942 3
1940 0 1946 4
1941 1 1947 4
1942 C 1948 4
1943 ) 1949 1
1244 2 1950 2

The ecbove tzbuletion would cseem to iandicate that employers
are becoming increesingly conscious of tne necessity of
supplementing socicl security tenefite wita additionel

annmaities.
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cver 2200 employees nave a mucn nigner parcentecre of
retirement income plans in operction. There are many
diverzent opinions concerni:ig tne fector of size. Cne
well-known ilansureace ccmpuny actuwry is of the opinicn
tnet group &nnuities ere particulerly appropriete for
erougs cr &C to 1,000 ermployecs. Ceverel insurence compinlies

ere unwilling to incsuse groups es ;£ tue

n
5
o
-
—
o
0]
—
[
]
ct
<
£
£
@

cunuel premium reeches & fairly sizerle minimum., Tois scme
actucry feels thet it Z¢ unsocund to self-insure groupges of
less than tnree-nundred crnd fifty. On the ctncr heond, one
cf the largeet terks in the country ktelicves thet grougps
of one-pundred muy te sel'cly covered under & trust-fund
plan.3

The zuthnor wes uncble to esteklisn eny averege hourly
or annucl cost cata. Cne compeny rejorted thet thelir plen
costs five cents per rnour, others irdiceted the "initiel"
cepitel peid intc « reserve to set tne plen upe. There wes
no staraardized figure repcrted thet could te uced for
cemperetive ernelysis.  Some oy they cre, et precent, unablie
to execctly determine wnet tnelr pension plen ccests cor will
cost in the future. Tt is furtner explaired thet mortality
tables only sive exprecscsion to feet expsrience crnc do not
predict future life exjectancy. Gencreally speaxinz, &n

actuary points out thet the cost of ¢ plen will te primcrily

———— - ————— — —— ——— e —— ——— A—— —— ——— —— ———-— - -—

“Jemicor, cp._cit. p. 11.
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strongly fevored mencgements' puyment of the cntire cost
of pensicn plens, thney now fevor contrilutory plzns. Tne
union rezsonlag tenind trnis position is thet contribatory
plens provice for more eleguete tencfite., Tn addition,
this ty,e cf plen provices the perticipent witn ¢ sense
of respcreibility regeirrdirg his future security, encouresges
suvirg, end in meny instznces it is en ircentive tc do tetter
work. Tt is elco tue unicn's concsicered opinion tnet thney
cshoula Ce grahteu.a voice in the estebiichment end admini-
stretion cf csucu plars.b

Prior to 192C, over 70 percent cf il retirement in-
come plans were on en employer-pey-all besis. Petween 1230
and 1241 gbout €0 percent of the new plens were contritutory.

n wze towurd employer-puy-all

[N

From 1941 to 194% tne tresd age
plans. Toe retirement income gproirem is greetly effected by
economic fluctucticns whicn strengthen or wecken tue employer's
bergaining positicn.

Sixteen of tne twenty-five compenies rejpcrted tuelr
eligibility reguiremente for participetion in retiremcat

ircome plens. Tney were es follows:

= 3 !

“lLetter, Retail Clerk's Internaticnul, #.F. of L.,
LaFeyette, Indicna, &fpiril 27, 1881, Ym. W. Moguire,
Dr. of Resezrcn.
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TAELE 5

NTTTT T T - 1TS DL T Mo TasT s A Y ot
ELILI.&L -LITY d&;q»‘I;\uu.;.--u) FUR VRN :L‘JLLJ.J&I.'.U "I.ln‘\

l. & yeers of continuous service No cge reguirement
o L] " " " " Ly oc
Zoe I2%s e y L0
3 o " " " " " " . 5
4 . L] " " " " " 3
5 . [} " " " " " ;7) o
6. " " " " " No &ge reyuirem:znt
7. 3 yeers " " " Aze, 20
8 1 year " " " " 183
e. 5 yezrs " " " " 30
l O . " " " " " " 3 O
11, "* " " " No &ge reguirement
12. No service reguirement Lre, 28
e O yeears ot continuous service " 30
l4., 2 yeours " " " " 2l
. 5 yeers " " " " 30
1l6. 1 yeer " " " " 21

The preceaing table wculd cefinitely i:ndicate thet
tne mzore pepulur plen provides thet en employee ke wt leest
thirty yeers of ege and be employed continuously by the
comperny for et lesst five yecrs.

Beceuse of the nign rete of turnover in reteil food
cnairs, it was necesscry to im_.ose wge end lenztn of service
conditions of eligitility for perticipaticn in the retire-
ment plen.  kKany of the retell food cnuins feel tuct the
eligibllity reguirement of five years service witn the
compeny end attainmernt of age thirty tends to eliminate
most of the group axong whom the greatest turnover cen te

expected &nd thus restrict covercge to tuncce em.loyees
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who mey be expected to remain witn the comgeny until
retirement.6

The lest cignificant question that wes covered by
the survey deslt witn establiched ege for retirement.
The populer plen was, of course, sixty-five with retire-
ment privileges aveileble efter fifrfty-five at reduced
pensicrs o« OSome plans provicded for retirement et ege sixty
and one plen stoted fifty-seven. Unuer most retirement
incopme programrs the ege of retirement is the seme for
eitner sex. It is tne unioan's position that plens snould
engender & consiceraticn of ecge fifty-five s & normel

retirement cgee.

6City Eenx Fermer's Trust Compsny, trust affiliete cof
The Netionsl City Bank of New York, W. Lewrence karsa,
fssicstant Trust Cfficer, spril 1€, 1951l.



CAAFTER VI
SUNML,RY &ND CCRCLUSIC

Generally sjpeeking, the cuse for security egeinct wunt
and reward for feitaful service extends beck to the very
teginning of tne United EStetes economy. Tae reilrcuds vwere
trie first to set up formul plins for old cge relief, since
silr.gle business orgenizeticne first ettained grezt size in
this industry. By 19CS there were « totel of twelve foimal
pension glens set up bty the raeilrowuds in trne United Stetes,

The reilroced compenies were followed, in turn, by the
public utilities, tenks, incurunce compeanies end lastly,
the mercnandising f'ield. The first evidence cn recoird of
a retirerent income pl:n emong retail food cneins wes in
1¢2E8 ty the Kroger Grocery & Eeking Cormpeny. Tne plen,
however, was later discontinueda in 192€.

During tne degpression from 1929-1922, pensicn pro.rems
were discontinued &t & very nign rete. Plens were deliteral-
ized, but despite all edverse revisicne, direct employee
opposition &;pezred to heve beew negligitle.

The period from 1232-19358 wes cne of extrecorcinecrily
repic growtn. Retirement income progrems were bkegun &t a
rete of forty-two ewch year. The decision of a substentiel
nunber of reletively smzll employers to edopt plans inaiccted

a heeltny extension of tne mcvement.
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On Decembter 24, 123%, tne Jewel Tea Corpeny inaugurcted
g retirement irncowe pregrem. This was thne second reteil food
cnein of record tc edopt a retirement pregrem for ite empleoyees,
and tne ri.st progrem, tnus fer, to continue as & successtul
cperetion.
The jeriod from 1933 - 1946 ccw o« tremendcus grewta

in retirement incowe plens. Tne adoption of muny cf theece

[

pians ceme &< & result of tne war regulitions limiting the
erount of wege increcses. Ey fugust, 194€, tne Treasury
Depertrent reported thet it hed epproved €,€€2 plans. &t
the present time, according to a report ty Sencte Sub-
Comrittee, tnere are gpproximetely 13,000 retirement inccre
plans witn a coverage of €.5 million workers.

The ruling of the Netional Letor Relaztions Eoard on
April 13, 1943 tact tne Taft-idHartley Act regyuires employ=cs
to bargein collesctively on compeny retiremecnt incoze plans
was a significznt development.

Vuny of tae retuil food chalas, recogalzing tiie geancsicn
movement &s & definite one, tegan to wdopt retireumaat incoue
progreis. sccerdinz to o curvey by tne zutnor, of €4
companies wctively ensoged ia the retzil distribution of

foocd, 25 respgoandentes or 29 percent heve adopted retirem:zut

income planse.
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The HRola of Scecicl Cecurity
with the rise ia the coct of liviag, the goverumeat
scclel security progrem wes foaad to te totally inadejuite
to sustelin the living stuncerd of millions of cged ersouns
ena millions of others, w.Lo hLave been peasizaned after
reacning €2 wid found tunot thneir peansions, funded in nermel
times, tell far saort off meeting steandord living coaditions.

It is sometimes said thet tne lazw is yeers benind con-

[V

itions. In reccoznition of the grotlem cf the zzed, Congress

increcsed tenefits undzar tne cmondmant to Soclzl Security

Legicletion in 122C. Trne till emxtodied severzl irpostont
cheng2s regearding numter of pecple covered, iazcreasced tene-

gy

fits, graanted credit for world Vor

[aa]
r

cnd culled four
grzdually incregsing contritutiones ty toth employ«r end
e lovee.

It 1s socmewnot premcture to predict tae effect of tnl

newx Social Security Law on privote retireaszat incoime glans.

Howevar, several treads seem clzwr. Mirest, tne ancw plun

Q.

dces not isco;zube tne estoblisnment of privete plins.
It does not attempt t, do tie eatire job of providiag
adegvuate liuacome in the cese of old czre. Different privite
and public soarces miy still be used to wawment sociel
security benefits.

The new Cocizl Security Lew wuites 1t possitle for the
esteblisiimeat of privete plaas where previ.asly 1t mi.oat

have keen too costly or toco uacertzin to do so.
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A compuny situstion will dem=znd tne investigetion of
ell four in order to g¢et the plan thet will work vest for
tnem in the {inal wnolysis.

A retirement income plin must aduere to certain
stringent rejuirements et up bty the Treasury Depultinent
under Interncl Revenue Code 1€5 in order to yualify for
tax exemption.

l. It must be a binding wg.seement, in writicg, to
maintain tone plzn for tne exclisive benefit of em.loyees or
tneir teneficieries.

2. An employee cain deduct from nis texzble income
only tane money pzid into tane plen thet wias prior approval
of tne Treasury Depurtinent.

3. There mast ke no discriminction in favor of
higner raenXing employees.

4, An employer is limited as to tne amount of money
he can pay iato a plen.

5. A deteziled plen must te submitted to the Pension
Trust Division, Bureau of Internzl Revenue, Wasnington, D.C.

6. An employer cannot drop a retirement incoms plan
merely because he has nad several years of tad losses.

7. Retirement income plans may be eamended providing
the employer ottains grior approvel from tne Treasury

Depurtiment.
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Properly opcruted retirement iacoms programs operate
as a stabiliziug fector on employm:snt and redace turnover
in gersonnel.

It is believed tnct the five-yvear waltinz period and
minimum-eage reguirement misznt well bte emended beczuse the
longer an emgloyee is covered by &end contributing toward a
retirement plan, tane larger nis retirement tenefit. Loie-
over, according to actuaries, long waiting periods and
minimum-zge regairements do not save the employer very muci
on his overall costs. If the minimum age regyiirement were
reduced and the five-ycar waiting period were lowered, it
might eXert a stebilizing influence on the group wnho nes
tne nignest reate of lebor tar.aover.

It is cenerelly recognized today by medical authorities
that physical &ce 1s not a matter of calenuar cge. Some
individuals age sooner then otuaers; otuers are slowly. OSo
the eutomatic retirement zge kKeeps scms people at work too
lonz; retires others too soon. & solution to thnis problem
would te to examine, periodically, workers who are apgproacaing
age fifty. It should be thne responsibility of tne pension
committee to decide whetner an employee snould te allowed
to continus work or whetner ne should be retired early.

Size is no factor in settin:s up a retirement income
program; however, more cdventeges accrue to employees of

larger orgenizetions in tnes form of nigzner pension amounts.



<0

A retirement iacome program is inherently complsx &nd,

tnerefore, shoiala te permznent in its busic elements. Much

empnasis snould be placed on tne meticulous detail of com-

plying wita Internwl Revenuz Coce 1l€5. Tne em,.loyer shoald

be conviunced taet his plen is eetaerially eand
Companizs auving retirement income plans
courcge wevive participetion by the employees

istration of the plan--psrna,.s & committee of

numznly sound.
chould en-
in the admin-

five employees,

five memcers of tae company snd zn impartiecl erbitrator.

It is felt thet leck of employece purticipetion will lead to

distriast wnd false accusction. Cuca reprecentetion muy

lsad to improved morule, good will and loyelty of tae

employees. Tne position is taken thet this presents an

opportunity to win thne cocperation of latvor by sound end

attrective pension plenning tnat will benefit not only the

workxzr but the business for wailch ne wWorKSe
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55
STUMMARY OF THE GREAT ATLANTIC AND PACIFIC
TEA COMPANY PENSION FLAN

Approximately 35,000 employees of The Great Atlantie
and Pacific Tea Company are covered under a retirement
plan underwritten by The Prudential Insursnce 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. "“he "means test" is used 1n 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
ecreditable service up to his early retirement. He can, how-
ever, take a reduced allowance to start at once, that is
asctuarially equivalent to the payments otherwise to begin at
age sixty-five. The following table shows what percentage
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SUMMARY OF SAFEWAY STORES, INCORFORATED
EMPLOYEES' RETIREMENT FLAN

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 thirty-five, 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 aprly. 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) camnot qualify for the compa-

ny plan.

For each year of future service an employee will be
credited with an annual retirement allowanee based on regular
earnings during the year. In addition employees are ceredited
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 Jjoins the plan within ninety days
after date of eligibility he will receive s
past service benefit for the period of con-
tinuous full-time service between his fourty-
f£ifth 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
§nd approximately 5 per cent on earnings between $3,000 and

6,000.
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Under the new plan, which 1is 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 annusl retire-
ment allowance for each year of creditable future service 1s
1l 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 sixty-fifth 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 attalnment 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 recelved retire-
ment income payments equal to his total econtributions with
interest, the balance will be paid to his estate or to the
beneficiary he may have appolnted.

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. 1in such case, his
retirement income rayments 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 bStores, Inc., 1t was pointed out that the above
changes (effective June 17, 1951) were made primarily to
make their retirement plan econform to the revised social
security benefits.
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SUMMARY OF THE KROGER COMPANY
EMFLOYEES' RETIREMENT FPROGRAM

About 25,000 emrloyees 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. <tThe
comrany 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 asny 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 synopsis 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. ZEmployees 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 ocredit 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.

(e¢) If his average annual earnings do not exceed
$3000, the average ammual earnings (a) will
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mey remein in ective cervice after nle norrel retirem_nit
dete. Cuch rejicst will cover e ,ericd in excess of o:ne
yeer. No contritutions will e moue by tie menler or tie
comptny on hile tenolf wnd service tacrectter will nct
oLerete to iicrcace tie cuount cof Lle retirerment income.

&t tae regiest of the bocrd cf cirectcis, ¢ marler

L

*Informetion telen from imericen Ctores e
' Retirencrnt

booklet entitled "Cutlire of Lu,;loye=s
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1.

2,

3.

8.

Do you have a retirement incone plan for emvlovees?
VA 3
Please check if answer to :*1 is o,
Do you exnect to nlace a Pension or Retirement Income Plan

in operation to sunnlement social security benefits? Please
indicate the amnroximate date of plan

Eow rmany employees do you have in your organization?

hat is the arvroximate annual cost of administering the pension plan?

Eow long has your retirement income plan been in oweration?

Is it coatridbutory or non-contributory?

at 1s the arnroximate annual sales volume in your chain store overation:

If you do not care to indicate the apmroximate volume, would you indicate
in what classification it would fall?

Under 5 million
5 20 1t 51 i 65 M
21 1 35 4 66 80 I

36 M 50 i Over 80 million

How many retail outlets do you omerate?

Please indicate further any detnils of your retirenent income plan for
ernloyees which would assist us in malting this survey.
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