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* This Issue Brief updates the work done on previous versions of the Survey of

Consumer Finances (SCF) by the Employee Benefit Research Institute (EBRI) with
results from the 2001 SCF, which provides the most recent estimates of Americans’
entire portfolio of wealth. The SCF not only includes levels of participation in all
employment-based retirement plans and individual retirement accounts (IRAs) by
families, but also the amount in these accounts. In addition, it has data on families’
total assets (not just retirement assets), so the level of importance that these plans
represent can be determined.

In 2001, 41.6 percent of families included a participant in an employment-based
retirement plan (either a defined benefit or defined contribution plan) from a current
job. This was up from 38.8 percent in 1992, but virtually unchanged from 41.0 percent
in 1998. While a significant shift in the plan type occurred from 1992 to 1998, with the
percentage of families that had a plan having only a defined benefit plan decreasing
from 40 percent to 20.7 percent, there was a very small change in the type of plans the
families had from 1998 to 2001, with 19.5 percent of families that had a plan in 2001
having only a defined benefit plan. The percentage of families participating in a plan
but with only a defined contribution plan followed the opposite trend, rising from
37.5 percent in 1992 to 57.0 percent in 1998 and to 57.7 percent in 2001.

In 2001, 31.4 percent of families owned either an IRA or a Keogh plan. This is an
increase from 28.4 percent in 1998 and 26.1 percent in 1992. Furthermore,
58.6 percent of families had a participant in a current or previous employer’s
retirement plan or an IRA/Keogh, which is an increase from the 53.3 percent in 1992.

Among all families with a defined contribution plan in 2001, the median (mid-point)
plan balance was $18,000. This is an 81.8 percent increase from the 1992 value of
$9,899 (expressed in constant 2001 dollars) and a 10.2 percent increase from the 1998
value of $16,328 (2001 dollars). Among families with an IRA/Keogh plan, the median
value of their plan was $27,000 in 2001, a 24 percent increase from $21,770 in 1998.

The most commonly owned IRA was the regular IRA, with 42.2 percent of the family
heads who owned an IRA owning only that type. The next largest singly owned IRA
type was the rollover, at 25.7 percent, followed by the Roth IRA at 16.4 percent.
However, when broken down by assets, family heads with rollover-IRAs-only moved
to the top spot, accounting for 36.0 percent of the total assets, while the owners of
regular-IRAs-only accounted for 31.3 percent of the assets.
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The employment-
based retirement
system in the
United States has
become increas-
ingly reliant on
retirement plans that offer lump-sum distributions both
at preretirement termination of employment and upon
full retirement. This payment option is increasingly
present in defined benefit plans, particularly those
described as “cash balance,” or other hybrid plans that
communicate benefits to participants as an individual
account balance.l As a result, increasing numbers of
workers—and retired workers—are taking lump-sum
distributions rather than annuitizing their retirement
assets, which in turn has made it more difficult to
analyze the retirement income that will be delivered by
the employment-based system. This is true of all plans
that pay any lump-sum distributions, making far more
complex the long-standing argument about which plan
type is “superior.”

This Issue Brief examines participation in all plans
that are considered retirement income sources. However,
measuring “plan participation” is not enough to deter-
mine how Americans are doing in their preparation for
retirement, as it is essential to also have an estimate of
the assets that this participation generates. Thus, an
estimation of the median and average amounts of assets
in individual account retirement plans is also provided
as a gauge of Americans’ preparation for financial
security in retirement. And it must be stressed that even

Introduction

Craig Copeland of EBRI wrote this Issue Brief with
assistance from the Institute’s research and editorial
staffs. Any views expressed in this report are those
of the author and should not be ascribed to the
officers, trustees, or other sponsors of EBRI, EBRI-
ERF, or their staffs. Neither EBRI nor EBRI-ERF
lobbies or takes positions on specific policy proposals.
EBRI invites comment on this research.

this is only an indicator, because individuals’ financial
security in retirement will ultimately be determined by
how they take distributions, how they invest them, and
how fast they spend them. Retirement plans can help
workers accumulate assets but, when individuals are
given choices, it is their actions that will ultimately
determine whether or not they achieve financial security.

The Survey of Consumer Finances (SCF), the
Federal Reserve Board’s triennial survey of wealth, is a
valuable resource for evaluating retirement account
balances that may be available to families.2 This Issue
Brief updates the work done on previous versions of the
SCF by the Employee Benefit Research Institute (EBRI)
(i.e., Copeland and VanDerhei, 2000) with results from
the 2001 SCF, which provides the most recent estimates
of Americans’ entire portfolio of wealth. The SCF not
only includes levels of participation in all employment-
based retirement plans and individual retirement
accounts (IRAs) by families, but also the amount in these
accounts. In addition, it has data on families’ total assets
(not just retirement assets), so the level of importance
that these plans represent can be determined. Further-
more, this research supplements previous research by
EBRI on workers’ retirement plan participation, partici-
pation in IRAs, median and average account balances in
retirement plans, participation in various types of
retirement plans, and lump-sum distributions from
employment-based retirement plans.3

This Issue Brief starts by investigating the
percentage of families that participate in various types
of retirement plans, including IRAs. Next, it provides
both median and mean estimates of these accounts, as
well as the percentage of financial assets that they
represent and the relative percentages they provide
within the retirement plan universe. The following
section focuses on IRAs to determine more closely the
relative importance of rollovers to the total IRA market
and therefore the full impact of the employment-based
retirement plan system on total assets. The conclusion
summarizes the report’s findings.
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The first part of
this section
examines partici-
pation in
employment-based
defined benefit and
defined contribu-
tion retirement plans at the family level, including
trends for the years 1992, 1998, and 2001. All families
and families with a head under age 65 and a worker
(either the head or the spouse) are studied to determine
how all families as well as working families are doing in
terms of benefits from employment-based retirement
plan sources. These families are broken down into
various demographic characteristics of the family heads
to show the influence of these characteristics. In addi-
tion, the participation rates of eligible family heads in
defined contribution plans are investigated for 1995,
1998, and 2001.

The second part assesses the prevalence of IRA
and Keogh plan ownership by families, since these plans
are an important component of retirement savings as
well as, in many cases, a depository for prior jobs’
defined contribution benefits. In addition, the ownership
of any of these types of plans is determined for all
families.

Trends in
Participation

Employment-Based Retirement Plan
Participation

All Families—In 2001, 41.6 percent of families included
a participant in an employment-based retirement plan
(either a defined benefit or defined contribution plan)
from a current job (Figure 1). This was up from

38.8 percent in 1992, but virtually unchanged from

41.0 percent in 1998. While a significant shift in the plan
type occurred from 1992 to 1998, with the percentage of
families that had a plan having only a defined benefit
plan decreasing from 40 percent to 20.7 percent, there
was a very small change in the type of plans the families
had from 1998 to 2001, with 19.5 percent of families that

had a plan in 2001 having only a defined benefit plan.
The percentage of families participating in a plan but
with only a defined contribution plan followed the
opposite trend, rising from 37.5 percent in 1992 to

57.0 percent in 1998 and to 57.7 percent in 2001. Among
families that participated in a plan, the one plan that
had some significant growth was the 401(k)-type plan,
which increased from 64.3 percent in 1998 to

66.5 percent in 2001 after a more than doubling from
1992 to 1998.

Participation in an employment-based retirement
plan is strongly linked to family income and the educa-
tional level of the family head. In 2001, only 3.5 percent
of families with annual income less than $10,000 had a
participant in a plan from a current job, compared with
67.1 percent of the families with income of $100,000 or
more. Among families with a head who had not attained
a high school diploma, 12.7 percent had a participant in
a plan. In contrast, 57.9 percent of families with a head
who had obtained a college degree or higher had a
participant in a plan. These differences also existed in
1992 and 1998.4

However, a significant change between races
occurred between 1998 and 2001. While families with a
white, non-Hispanic family head still were more likely to
have a participant in an employment-based retirement
plan, the gap in this likelihood between families with
white and nonwhite heads closed significantly over the
period.5 In 1998, 43.3 percent of families with a white
family head had a participant in a plan, compared with
33.1 percent of families with a nonwhite head (a differ-
ence of 10.2 percentage points). By 2001, the percentage
of families with a white family head who had a plan
participant declined slightly to 42.7 percent, while the
percentage of families with a nonwhite family head that
had a plan participant increased to 38.1 percent
(a difference of only 4.6 percentage points, due almost
entirely to growth in retirement plan participation by
nonwhite family heads).

Home ownership by a family is a strong indicator
of the family’s likelihood of having an employment-
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based retirement plan participant. Approximately

48 percent of families who owned their home had a plan
participant in 2001, compared with just 29.0 percent of
families that rented their residence. This difference has
persisted since 1992. In terms of net worth, families in
the 50-74.9th-percentile range of net worth were most
likely to have a retirement plan participant, while the
two higher percentile breaks investigated had lower
levels. However, these higher percentile families still
had a higher likelihood of having a participant than
those in the bottom 25th percentile of net worth. Again,
this difference was consistent across the three years
examined.

Families With Head Who Was Under Age 65 and a
Worker—The percentage of families with a family head
who was under age 65 and a worker that had a partici-
pant in an employment-based retirement plan increased
slightly in 2001 to 57.4 percent from 56.8 percent in
1998. This 1998 percentage was actually slightly lower
than the 57.1 percent level of 1992 (Figure 2). Conse-
quently, over the entire 1992 to 2001 period, the level of
participation for this type of family was virtually un-
changed. As for changes within the various demographic
categories, as well as over the 1992 to 2001 period, the
results were qualitatively virtually identical to the
results for all families’ participation. The percentages of
participation across the various categories are higher,
because families that have a worker are more likely to
have a plan participant than those without a worker.

Defined Contribution Plan Participation
Rates of Family Heads

Because most employment-based defined contribution
plans are voluntary, individuals who are eligible to
participate must choose to do so. The probability of an
individual choosing to participate in a plan is correlated
with various individual characteristics. Overall in 2001,
74.8 percent of defined contribution plan-eligible family
heads chose to participate in the plan (conversely, a
quarter of eligible family heads chose not to participate).

This was a decrease from 77.3 percent in 1998, but still
higher than the 73.8 percent participation rate in 1995
(Figure 3).6 However, in 2001, a higher percentage of
family heads who worked for an employer that offered a
defined contribution plan to any of its employees were
eligible to participate in the plan. The additional workers
who were eligible in many cases would have been those
who typically would not participate in the plan, such as
part-time or shorter tenure workers. Consequently, some
of the reduced level of participation was due to the
increased eligibility of individuals who were less likely to
participate in a plan, as opposed to all of the reduction
being attributable to fewer individuals choosing to
participate in a plan.” A trend that continued in 2001
was the decline in the percentage of defined contribution
plan-eligible family heads who were not participating in
the defined contribution plan who were participants in a
defined benefit plan. This percentage decreased from
45.0 percent in 1995 and 40.3 percent in 1998 to

34.8 percent in 2001.

Demographic differences that have persisted over
the three years were the increased likelihood of plan
participation as family income, family net worth, or
education level increased, as well as higher participa-
tion rates among family heads who owned their homes.
For example, in 2001, the participation rate increased
from 53.1 percent of individuals with family income less
than $10,000 a year to 84.8 percent of individuals with
family income of $100,000 or more.

The one major change in participation rates was
between the race categories: in 1995 and 1998, white
family heads were significantly more likely to have
participated in a plan when eligible than nonwhite
family heads. However, in 2001, this difference virtually
disappeared, as white family heads had a 74.9 percent
participation rate, compared with a nonwhite family
head participation rate of 74.4 percent. Another change
is the decrease from 1995 to 2002 in the participation
rate among those ages 55-64 and an increase in the
participation rate among those ages 35—44.

There is no clear pattern across the demographic
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Figure 3
PARTICIPATION RATES OF FAMILY HEADS ELIGIBLE FOR AN EMPLOYMENT-BASED
DEFINED CONTRIBUTION PLAN, 1995, 1998, AnND 2001
1995 1998 2001
Percentage of Percentage of Percentage of
DC? non- DC® non- DC® non-
participants who participants who participants who
Percentage Percentage participated in a Percentage Percentage participated in a Percentage Percentage participated in a
eligible participating DB® plan eligible participating DB® plan eligible participating DB’ plan
Total 88.9% 73.8% 45.0% 89.3% 77.3% 40.3% 91.7% 74.8% 34.8%
Family Income
Less than $10,000 46.0 43.6 31 61.0 41.6 9.0 66.7 53.1 13.4
$10,000-$24,999 77.0 56.3 22.0 74.6 53.5 184 80.5 60.8 8.4
$25,000-$49,999 88.6 72.1 57.7 87.8 74.5 37.4 89.0 69.2 41.0
$50,000-$99,999 95.8 79.1 46.5 94.8 84.4 55.9 94.2 77.7 36.2
$100,000 or more 96.3 83.2 60.0 97.6 85.9 72.8 97.8 84.8 53.6
Age of Family Head (years)
Less than 35 85.2 72.4 30.8 82.4 71.6 18.9 87.1 69.7 18.5
35-44 90.9 74.6 44.2 91.8 79.1 39.1 94.4 81.0 33.9
45-54 92.8 73.6 56.4 93.8 78.1 63.4 94.8 73.9 52.5
55—64 88.7 82.4 60.3 94.0 83.6 66.2 94.0 76.0 42.0
65-74 71.0 55.0 81.6 69.0 68.8 33.2 66.6 449 38.0
75+ 93.6 26.1 14.9 100.0 99.6 18.0 59.4 38.5 0.1
Education of Family Head
Below HS diploma 79.1 62.1 46.0 78.0 71.0 15.4 84.0 52.6 31.6
HS diploma 89.4 67.9 39.5 88.2 75.5 30.5 90.3 69.7 39.0
Some college 86.9 74.0 49.1 88.1 69.9 43.6 88.4 72.9 24.4
College degree 913 79.7 48.2 92.4 82.8 52.2 95.1 81.5 37.4
Race
White non-Hispanic 89.4 75.5 44.7 90.6 79.0 44.0 91.8 74.9 34.8
Nonwhite 87.1 67.5 45.6 83.7 69.6 28.8 91.4 74.4 34.7
Housing status
own 93.1 76.9 50.7 92.9 82.9 53.9 93.6 79.5 41.4
Rent 80.2 66.3 353 81.4 63.2 24.4 87.2 62.6 25.5
Net Worth Percentile
Bottom 25% 72.1 58.6 28.9 75.9 54.2 20.7 82.4 54.7 26.5
25-49.99 91.1 71.1 49.9 89.2 76.6 42.6 91.6 71.1 314
50—74.9% 93.9 75.3 52.4 94.2 84.2 45.4 94.6 80.0 49.1
75-89.9% 92.9 81.5 51.6 95.0 82.6 75.1 95.7 86.4 26.8
Top 10% 95.7 89.3 35.4 95.4 91.9 66.2 95.9 87.1 54.7
Source: Employee Benefit Research Institute estimates of the 1995, 1998, and 2001 Survey of Consumer Finances.
Note: Income categories are in 2001 dollars.
@ Defined contribution.
® Defined benefit.

categories or years of study in the percentage of those
not participating in a defined contribution plan who
participated in a defined benefit plan, except that the
percentage of those who had a high likelihood of having
the defined benefit plan in 1998 declined significantly in
2001. For example, in 1998, 72.8 percent of the defined
contribution plan nonparticipants with annual income of
$100,000 or more participated in a defined benefit plan,
whereas in 2001 this percentage had decreased to

53.6 percent.

IRA/Keogh Participation—All Families

In 2001, 31.4 percent of families owned either an IRA or
a Keogh plan (Figure 4). This is an increase from

28.4 percent in 1998 and 26.1 percent in 1992. Owner-
ship of an IRA increased with family income, the family
head’s educational level, and the family’s net worth. The
proportion of families with family income of less than
$10,000 a year that owned an IRA/Keogh was 6.6 percent
in 2001 and 66.6 percent of families with $100,00 or
more of annual family income. The percentage owning an
TRA/Keogh across net worth increased even more sub-
stantially: from 4.8 percent of those whose net worth was
in the lowest 25th percentile to 81.2 of those whose net
worth was in the top 10 percent. These differences were
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Figure 4
PERCENTAGE OF FAMILIES WITH AN IRA?/KEOGH, BY VARIOUS DEMOGRAPHIC CATEGORIES,
1992, 1998, AnD 2001
Percentage With IRA/Keogh Median Value of Those With an IRA/Keogh
1992 1998 2001 1992 1998 2001
Total 26.1% 28.4% 31.4% $18,561 $21,770 $27,000
Family Income
Less than $10,000 41 41 6.6 11,137 21,770 10,000
$10,000-$24,999 114 12.9 12.6 8,043 11,974 11,000
$25,000-$49,999 22.4 26.3 26.3 13,611 11,974 16,000
$50,000-$99,999 41.7 40.8 41.8 18,561 21,770 24,500
$100,000 or more 68.8 62.8 66.6 37,122 63,133 56,000
Age of Family Head (years)
Less than 35 13.1 14.5 18.3 6,311 5,660 7,000
35-44 27.8 27.9 29.5 13,611 14,151 15,000
45-54 34.1 34.8 38.7 21,655 23,947 40,000
55-64 445 42.1 41.5 28,460 38,098 45,000
65—74 33.7 42.7 41.9 24,748 41,363 60,000
75+ 6.8 15.8 25.5 34,647 32,655 46,000
Education of Family Head
Below HS diploma 7.6 103 8.7 9,899 10,885 18,000
HS diploma 19.7 21.2 223 16,086 17,416 18,000
Some college 26.1 28.9 28.1 14,849 16,328 17,000
College degree 43.8 43.9 523 22,273 28,628 36,000
Race
White non-Hispanic 311 325 36.6 18,561 23,947 30,000
Nonwhite 10.8 13.9 14.7 10,518 9,797 9,000
Working Status of Family Head
For someone else 27.5 27.4 30.3 14,849 15,239 16,000
Self-employed 42.9 45.0 49.8 27,223 45,717 50,000
Retired 223 27.5 27.0 21,036 37,227 52,000
Other nonwork 85 8.8 20.6 11,137 10,885 22,000
Housing status
Own 34.7 36.5 40.3 19,798 26,124 30,850
Rent 10.7 12.4 12.6 10,147 9,252 8,000
Net Worth Percentile
Bottom 25% 2.4 5.6 48 2,846 2,177 2,900
25-49.9% 12.9 15.5 16.9 4,950 5,987 5,500
50-74.9% 29.6 30.6 35.1 12,374 16,328 16,000
75-89.9% 52.5 53.9 60.3 22,273 30,151 45,000
Top 10% 69.9 73.5 81.2 49,496 81,638 105,000
Source: Employee Benefit Research Institute estimates of the 1992, 1998, and 2001 Survey of Consumer Finances.
Note: All income values are in 2001 dollars.
2 Individual retirement account.

an IRA/Keogh than families with nonwhite heads
(36.6 percent versus 14.7 percent), and have been since
1992.

consistent over the years of the study.

The ownership of IRA/Keoghs increased with
family head age through age 75, when the percentage of
ownership declined significantly. However, families with
a head age 75 or older experienced a significant increase
in the likelihood of owning an IRA/Keogh from 1992
(6.8 percent) to 2001 (25.5 percent). Families with a
white family head were significantly more likely to own
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Retirement Plan Participation From Any
Source—All Families

In 2001, 58.6 percent of families had a participant in a
current or previous employer’s retirement plan or an
IRA/Keogh (Figure 5). The percentage participating in
these plans increased with family income, net worth, and
educational level of the family head. Families with a
white family head and that owned their home were more
likely to have participated in one of these plans. Approxi-
mately 50 percent of families with a head under age 35
participated in one of these plans. This percentage
increased to 73.5 percent for families with a head from
age 45 to age 54, before decreasing with age to

26.0 percent of families with a head age 75 or older.

In 1992, 53.3 percent of all families had a partici-
pant in a current or previous employer’s retirement plan
or an IRA/Keogh. This proportion increased to
56.3 percent in 1998. The same differences across the
demographic groups that were discussed above for 2001
were also present in 1992 and 1998, but in most cases
families’ participation levels were lower.

Individual Account
Plan Balances

Median Value of Defined Contribution
Plans Among Current Job Participants—
All Families

Among all families with a defined contribution plan in
2001, the median (mid-point) plan balance was $18,000
(Figure 6).8 This is an 81.8 percent increase from the
1992 value of $9,899 (expressed in constant 2001 dollars)
and a 10.2 percent increase from the 1998 value of

Figure 5

PERCENTAGE OF ALL FAMILIES WITH A RETIREMENT
PLAN FROM A CURRENT OR PREVIOUS EMPLOYER
OR AN IRA’/KEOGH PLAN, 1992, 1998, AND 2001

1992 1998 2001
Total 53.3% 56.3% 58.6%
Family Income
Less than $10,000 7.7 9.4 12.0
$10,000-$24,999 27.7 27.4 27.0
$25,000-$49,999 60.5 60.8 58.8
$50,000-$99,999 83.6 83.0 83.2
$100,000 or more 87.2 91.4 91.7
Age of Family Head (years)
Less than 35 47.2 48.2 50.4
35-44 68.1 68.4 69.3
45-54 72.0 69.6 73.5
55—64 63.7 66.5 66.7
65—74 37.9 49.8 46.3
75+ 6.8 16.7 26.0
Education of Family Head
Below HS diploma 21.7 253 21.2
HS diploma 50.0 50.0 53.2
Some college 56.6 59.8 59.6
College degree 74.6 75.9 80.7
Race
White non-Hispanic 58.0 61.0 63.0
Nonwhite 38.9 40.3 44.4
Working Status of Family Head
For someone else 70.5 69.0 70.1
Self-employed 57.5 59.9 64.6
Retired 26.8 31.9 311
Other nonwork 18.1 194 273
Housing status
Own 62.5 66.1 68.6
Rent 36.8 37.2 37.5
Net Worth Percentile
Bottom 25% 253 26.7 27.4
25-49.9% 514 54.6 53.1
50-74.9% 61.6 63.7 69.9
75-89.9% 73.5 77.3 80.2

Source: Employee Benefit Research Institute estimates of the 1992, 1998, and

2001 Survey of Consumer Finances.

Note: All income values are in 2001 dollars.

2 Individual retirement account.
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$16,328 (2001 dollars).? The median balance increased
with family income, family head age (through age 65),
family head’s education level, and family net worth. The
same patterns held true in 1992 and 1998. While fami-
lies with a white family head had higher median
balances in 1992 and 1998, the difference between the
balances of families with white and nonwhite family
heads grew in 2001. In 1998, the median balance for
defined contribution plans of families with a white
family head was $17,416, compared with $10,885 for
families with a nonwhite head. The median balance for
families with a white family head increased to $22,000 in
2001, whereas for families with a nonwhite family the
balance decreased to $8,500. This growing gap between
the two groups can be partially attributable to the
reduction in the participation gap between the two types
of families discussed previously, since many newly
participating nonwhite-led families would have lower
balances.

A noteworthy finding when examining balances
across the types of employment-based retirement plans
is that families with both a defined benefit plan and a
401(k)-type plan have a higher median balance in the
401(k)-type plan than families that have only a 401(k)-
type plan. In 2001, the median balance in a 401(k)-type
plan for families with a defined benefit plan and a
401(k)-type plan was $30,000, while the median balance
was $14,000 for families with only a 401(k)-type plan.
This difference also occurred in the two prior years and
was found in almost all the demographic breakdowns
with the exception of families with incomes in the
$25,000-$49,999 range. This suggests that families that
participate in both types of plans (a defined benefit and
a 401(k)-type plan) tend to either (1) be more highly
compensated and are therefore more able to save,

(2) have a more generous defined contribution plan, or
(3) have traits in common with those that tend to save
more.

Median Values of IRA/Keogh Plans

Among families with an IRA/Keogh plan, the median
value of their plan was $27,000 in 2001, a 24 percent
increase from $21,770 in 1998 (Figure 4). From 1992 to
2001, the median IRA/Keogh balance increased

45.5 percent, from $18,561 in 1992. Again, the factors
that were related to higher median IRA/Keogh balances
were the same as those related to higher defined contri-
bution plan balances, but with a few exceptions. The
TRA/Keogh balance increased through the 65-74 age
group, rather than through the 55-64 age group, as was
the case for defined contribution plan balances. Educa-
tion level of the family head did not appear to affect the
median balance until the highest education level was
obtained, as opposed to the steady increase with educa-
tion level associated with defined contribution plan
balances. The widening of the gap in 2001 between the
median balances of those families with a white family
head relative to those with a nonwhite family head was
reflected in the IRA/Keogh balances, as it was in the
defined contribution plan balances.

Percentage of Financial Assets From
Defined Contribution and IRA/Keogh Plans

The importance of individual account plans to the total
financial assets of families that have these plans can be
measured by the percentage of financial assets that the
plans represent. In 2001, defined contribution plan
assets comprised 45.6 percent of total financial assets for
the median family that participated in such a plan, a
small increase from 1998 when they represented

44 .4 percent of the families’ total financial assets

(Figure 7). Among families with defined contribution
and/or IRA/Keogh plans in 2001, these assets comprised
a median of 49.9 percent of their total financial assets.
This is slightly lower than the median percentage of
51.0 percent in 1998. However, the 2001 median percent-
age was substantially larger than the 1992 percentage of
total assets that defined contribution plans and/or IRA/

12
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Figure 7
MEDIAN PERCENTAGE OF FINANCIAL ASSETS IN EMPLOYMENT-BASED
DEFINED CONTRIBUTION PLANS AND IRAS? FOR ALL FAMILIES WITH THE SPECIFIED ASSET,
BY VARIOUS DEMOGRAPHIC/EcONOMIC CATEGORIES; 1992, 1998, AND 2001
1992 1998 2001
Of those Of those Of those Of those Of those Of those
with a DC? with a DCP with a DCP with a DC? with a DC? with a DC?
balance or IRA balance balance or IRA balance balance or IRA balance
percentage percentage percentage percentage percentage percentage
of financial of financial of financial of financial of financial of financial
assets DC assets DC & assets DC assets DC & assets DC assets DC &
balance IRA balances balance IRA balances balance IRA balances
represents® represents® represents® represents® represents® represents®
Total 36.4% 43.7% 44.49% 51.0% 45.6% 49.9%
Family Income
Less than $10,000 9.0 50.2 27.8 43.5 111 57.0
$10,000-$24,999 49.4 39.9 48.6 50.0 61.6 533
$25,000-$49,999 44.4 44.2 48.6 54.1 45.6 48.2
$50,000-$99,999 35.4 46.9 46.7 55.0 50.0 54.7
$100,000 or more 29.3 39.0 33.1 423 34.2 43.9
Age of Family Head (years)
Less than 35 37.5 45.5 44.4 51.9 39.5 45.2
35-44 36.8 45.7 46.2 58.6 52.9 60.1
45-54 43.9 56.4 42.6 54.2 44.4 59.0
55—64 26.6 43.8 44.6 52.5 39.0 445
65-74 13.2 27.5 20.1 35.4 24.2 39.2
75+ 6.0 26.4 17.6 19.2 55.0 18.2
Education of Family Head
Below HS diploma 60.0 53.6 55.6 62.5 56.6 49.7
HS diploma 40.0 44.4 55.3 56.3 53.0 57.8
Some college 34.9 39.5 423 47.8 50.8 48.8
College degree 33.9 44.2 38.9 46.9 37.8 48.0
Race
White non-Hispanic 33.9 423 42.4 48.7 434 48.8
Nonwhite 60.0 55.6 58.8 66.7 50.8 55.6
Working Status of Family Head
For someone else 38.5 49.0 47.5 58.2 48.4 56.4
Self-employed 19.9 39.4 20.9 40.6 25.0 40.2
Retired 22.8 31.0 30.5 32.7 27.1 30.8
Other nonwork 85.8 5745 51.2 52.1 311 35.8
Housing status
Own 35.2 42.2 44.4 50.6 43.9 49.0
Rent 43.0 523 44.7 53.0 52.4 55.6
Net Worth Percentile
Bottom 25% 58.8 64.5 60.6 63.3 55.9 58.0
25-49.9% 43.9 49.6 51.9 613 55.6 61.0
50-74.9% 34.8 45.5 48.0 60.6 48.3 54.8
75-89.9% 34.1 40.3 35.5 44.0 37.6 45.5
Top 10% 21.0 32.0 234 31.6 20.5 30.8
Source: Employee Benefit Research Institute estimates of the 1992, 1998, and 2001 Survey of Consumer Finances.
Note: All income values are in 2001 dollars.
@ Individual retirement account.
Defined contribution.
¢ Includes DC balances with both current and previous employers.
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Keoghs represented.

Groups deriving a larger percentage of their
financial assets from defined contribution plans or IRA/
Keoghs are those that have a lower likelihood of having
a retirement plan, such as those with family income in
the $10,000-$24,999, a family head with lower educa-
tional attainment, a family head who is nonwhite, a

family head between ages 35 and 44, or lower net worth.

Phrased another way, among those of low income, low
education, or young age, if they had a defined contribu-
tion plan or IRA/Keogh at all it was likely to constitute
a large share of their total assets. For example, defined
contribution assets represented a median of

61.6 percent of total financial assets for those with
defined contribution plans among those families with
annual family income from $10,000-$24,999, compared
with 34.2 percent for those families with family income
of $100,000 or more. Furthermore, among families with
heads ages 35—44, 60.1 percent of their financial assets
are from defined contribution plans or IRA/Keoghs if
they have such assets, whereas among families with
family heads ages 65—74 this figure was 39.2 percent.

Relative Importance of IRAs vs. Employment-
Based Individual Account Plans

Figures 8a and 8b provide evidence of the relative
importance of IRAs vs. employment-based individual
account plans (such as a 401(k)) for 1992 and 2001,
respectively. Mean values are reported in these figures
as opposed to the median value in Figures 4 and 6, since
in many of the groups analyzed less than 50 percent of
the families hold an account balance in one or more of
the components.1® This is the case because the families
had to have a balance in only one of the accounts, not in
each account, to be included for analysis in the previous
figures.

Table 8b provides information on mean balances
for all families with a defined contribution retirement
plan (current or previous employer) and/or an IRA/
Keogh for 2001. The first four columns provide mean

balances for families with a positive account balance for
that type of plan. For example, of families with either an
IRA or Keogh plan, the average account balance in 2001
was $97,392.11 However, when families with a Keogh
balance are excluded, the balance for those with only an
IRA decreases to $92,735. For the relatively small
percentage of families with account balances in a
previous employer’s defined contribution plans, the
average balance ($81,378) is approximately in the
middle of the values of the IRA balance and that of the
current employer defined contribution plan balance of
$66,928.12

From a public policy perspective, it may be more
useful to consider a family’s entire portfolio of retire-
ment income from individual account plans. Columns
six through nine in Figures 8a and 8b show similar
information as the first four columns, although in this
case averages are computed for any family with a
positive combined account balance in these sources.
Column five provides the total account balance for the
sum of defined contribution plans with a current em-
ployer, any account balance that may have been left in a
defined contribution plan of a previous employer, or any
of the family’s IRA/Keogh assets. The total retirement
portfolio account balance for all families with any type
of retirement account in 2001 was $104,256—an in-
crease of nearly 90 percent in real terms over the 1992
balance of $55,182.

The final four columns in figures 8a and 8b show
the relative importance for each of the individual
account components. Among families in 2001,

55.4 percent of the overall average was attributable to
TIRA/Keogh balances (48.6 percent from IRAs alone),
40.3 percent of the average was from account balances
in defined contribution plans with the current employer,
while account balances left with a previous employer’s
defined contribution plan was just over 4 percent of the
total. The composition of the overall individual account
balances was similar to that in 1992, with the one
significant exception being the increase in the portion
due to IRAs alone, from 39.0 percent to 48.6 percent.
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Further exploration of the relative percentage of
personal account balances maintained exclusively in
IRAs and the changes from 1992 to 1998 reveals some
definite demographic and economic influences. There is
a marked tendency for lower-income (between $10,000
and $25,000) families to have larger percentages of their
assets in IRAs. Families with incomes between $10,000
and $24,999 had 77.1 percent of their assets in IRAs
only, whereas families with incomes of $100,000 or more
had 47.6 percent in IRAs. The relative significance of
this number grew from its 1992 level for each income
group at or above $10,000.

Age also appears to significantly influence the
relative value of IRAs for a family with an individual
account plan, a trend that became more noticeable
during the period investigated. The families in the
35—-44 age group experienced a decline in the percentage
of their assets coming from IRAs, from 32.4 percent in
1992 to 24.4 percent in 2001, while for families in each
of the older age groups the percentage of assets coming
from IRAs increased from 1992 to 2001.

The inverse relationship that existed between
education level and relative importance of IRAs that
existed in 1992 was greatly diminished by 2001, with
the percentage of IRA holdings for families headed by
someone with less than a high school diploma decreas-
ing from 64 percent to 59 percent, while the families
headed by someone with at least a college degree
experienced an increase in the percentage of their assets
attributable to IRAs from 35.4 percent to 49.6 percent
over the period. This occurred despite the fact that the
average defined contribution plan balance increased for
families headed by a college graduate, from $35,449 in
1992 to $61,274 in 2001.

Families headed by a white, non-Hispanic had a
larger percentage of their individual account plan assets
in IRAs than their nonwhite counterparts (50.4 percent
vs. 24.5 percent). This is an increase in the gap from
1992, when the percentages were 39.8 percent and
30.3 percent, respectively. This is the result of the
nearly 50 percent increase in the average defined

contribution plan balance for the nonwhite headed
families, while the average IRA balance increased
slightly more than 10 percent. The white-headed
families had an approximately 150 percent increase in
their average IRA balance, compared with an 80 percent
increase in their average defined contribution plan. As
has been well documented (see below), IRA growth has
been fueled primarily by the rollover of assets from
other tax-qualified retirement plans (such as on job
change), and not by new contributions.

Finally, the relatively greater importance of IRAs
to families with larger net worth appears to have in-
creased since 1992. Families in the top 10 percent of net
worth saw the percentage of their assets attributable to
IRAs increase from 38.9 percent in 1992 to
54.3 percent in 2001, while families in the middle two
quartiles saw the relative percentage of their IRA assets
decline. Despite the decrease in the percentage of IRA
assets for families in these two quartiles, the average
IRA balance still increased—but obviously, at a rate
lower than that of the average defined contribution plan
balance.

IRA Types and the Impact of Rollovers
on the Relative Values of IRAs

An important issue for policymakers and others is
determining the level of dollars coming from the various
types of IRAs—Roth, rollover, education, and regular
IRAs. Measuring the amount of IRAs attributable to
rollovers is particularly important in determining the
full impact of wealth generated within the employment-
based retirement plan system. The SCF does not allow
for a complete determination of this issue, but it does
provide some strong evidence of participation in various
types of IRAs as well as the amount of assets in each
type.13 For technical reasons, this analysis focuses on
the ownership of IRAs by family heads, which accounts
for more than 75 percent of all the IRA/Keogh assets.4
The analysis starts by examining family heads
who own an IRA, but not a Keogh plan,!® to determine
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Figure 9
PERCENTAGE OF INDIVIDUAL RETIREMENT ACCOUNT (IRA) OWNERSHIP,
BY FAMILY HEADS, BY TYPE OR COMINBATION OF TYPES, 2001

Remaining
Roth and Combinations Rgt;, RoIIIoin;\
Rollover IRAs ~ Of IRAs? an elg go?)r °
2.5% 1.4% =

N

Roth IRA Only
16.4%

Roth and Regular IRAs
5.4%

Rollover and Regular IRAs
4.9%

Source: Employee Benefit Research Institute estimates of the 2001 Survey of Consumer Finances.

a Remaining combinations include any combination of IRAs with an Education IRA.

Rollover IRA Only
25.7%

Regular IRA Only
42.2%

what type of plans or combination of plans they own.16

The most commonly owned IRA was the regular IRA,
with 42.2 percent of the family heads who owned an IRA
owning only that type (Figure 9). The next largest singly
owned IRA type was the rollover, at 25.7 percent,
followed by the Roth IRA at 16.4 percent. Roth and
regular IRA owned together accounted for 5.4 percent;
rollover and regular IRAs, 4.9 percent; Roth and rollover
IRAs, 2.5 percent; Roth, rollover, and regular IRAs

1.5 percent; and the remaining 1.4 percent included
some combination of IRAs with an educational IRA.
However, the breakdown of IRA types by assets shows
that the relative percentages differ significantly from
the ownership percentages. The family heads with
rollover IRAs only moved to the top spot in the division
of assets accounting for 36.0 percent, while the owners
of regular IRAs only accounted for 31.3 percent of the
assets (Figure 10). Owners of rollover and regular IRAs,
which only comprised 4.9 percent of total ownership,
accounted for 17.7 percent of the assets. The Roth IRA-
only assets went in the opposite direction, as they
represent only 4.3 percent of the assets, although
comprising 16.4 percent of the owners. Therefore, of all
family head IRA assets held by those not owning a

Keogh, at least 36 percent to as much as 57 percent are
assets from rollover IRAs.17

Further investigation of family head ownership of
TRA/Keoghs indicates that 92.5 percent of those owning
these types of plans own only an IRA (Figure 11a). This
percentage is very close across all the demographic
groups examined, with no group having a percentage
lower than 88 percent. Furthermore, 85.1 percent of
family heads who have an IRA own only one type of
IRA. Again, this is consistent over the various demo-
graphic groups, with no group having a percentage
below 78 percent.

The most commonly owned IRA is the regular IRA
at 54.3 percent, followed by the rollover (35.0 percent)
and the Roth (26.1 percent). While the magnitudes
change but yet are similar within the demographic
groups examined, this order holds across each group
with the exception of family heads under age 35, whose
ownership rate is 51.2 percent for Roths, 35.4 percent
for regular IRAs, and 33.2 percent for rollovers. These
patterns hold true for the ownership of these IRA types
singularly.

The average IRA/Keogh balance for family heads
who own either an IRA or a Keogh plan was $87,805 in
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Figure 10

PERCENTAGE OF INDVIDUAL RETIREMENT ACCOUNT (IRA) ASSETS,
BY TYPE OR COMBINATION OF TYPES OWNED BY FAMILY HEADS, 2001

Remaining
Combinations

Rollover
Roth IRAS

Regular  4.3%

RAS

4.6%

Rollover and Regular IRAs
17.7%

Roth and of IRAsa

Roth, Rollover,
and Regular IRAs

1.5%
IRA /
Rothand  Only

Rollover IRA Only
36.0%

Regular IRA Only
31.3%

Source: Employee Benefit Research Institute estimates of the 2001 Survey of Consumer Finances.
@ Remaining combinations include any combination of IRAs with an Education IRA.

2001, while for those who only own an IRA the average
balance was $84,147 (Figure 11b). For those owning
only an IRA and only one type of IRA, the average
balance was $71,152, compared with $158,110 for those
who own a combination of IRAs. Those who had a
rollover IRA with another IRA or only a rollover had the
highest average balances at $142,581 and $117,832,
respectively. The any-rollover ownership had the
highest average balance across all the demographic
groups, except for family heads with less than a high
school education, who had a higher regular IRA average
balance. The average balances follow the expected
patterns across the demographic groups—increasing
with family income, age, education, and net worth and
higher for family heads who own their home and who
are white, non-Hispanic.

To demonstrate the impact of the rollover on the
average IRA balance of a family, the last two columns of
Figure 11b show the ratio of the any-rollover average
balance to the no-rollover average balance and ratio of
the rollover-only average balance to the no-rollover
average balance. The impact is substantial, as the
rollover average balance is 2.71 times as large as the no-
rollover average balance, while if just the rollover-only

accounts are included—eliminating the combination of a
rollover with another IRA type—the ratio for the
rollover-only average balance is 2.24 times as large as
the no-rollover average balance. However, this impact
varies significantly over the demographic groups. For
example, the ratio of the rollover-only to no-rollover
balance for those family heads with a family income of
$100, 000 or more was 3.26, whereas this ratio was only
1.10 for those family heads with less than $10,000 in
family income. Furthermore, the ratio is 2.78 for family
heads in families with the top 10 percent of net worth,
while the ratio is only 1.42 for those in the bottom

25 percent of net worth. Lastly, the least-educated
family heads had a ratio of less than 1, while family
heads with at least a college degree had a ratio of 2.71.
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Figure 11a
PERCENTAGE OF FAMILY HEADS WITH AN IRA?/KEOGH AND PERCENTAGE WITH
CERTAIN TYPES OF IRAs?, BY VARIOUS DEMOGRAPHIC CATEGORIES, 2001
Of Those With IRA/Keogh Of Those With IRAs Only—No Keogh
Combin-
Both Only one ation Regular Rollover Roth  Any IRA
IRA/ IRA-  Keogh- IRA and type of of Regular Rollover Roth Education IRA IRA IRA except
Keogh no Keogh noIRA  Keogh IRA IRAs IRA IRA IRA IRA only only only  rollover
Total 26.8% 92.5% 5.3% 2.2% 85.1% 14.9% 543% 35.0% 26.1% 1.4% 42.2% 25.7% 16.4%  65.0%
Family Income
Less than $10,000 6.6 91.7 3.8 45 89.4 10.6 58.0 50.3 2.4 0.0 49.6 39.7 0.1 49.7
$10,000-$24,999 10.9 96.0 3.7 0.3 95.4 4.7 523 28.1 24.2 0.4 48.0 26.4 20.9 71.9
$25,000-$49,999 22.7 92.6 5.8 1.6 90.3 9.7 49.8 32.9 26.4 0.7 41.9 28.5 193 67.1
$50,000-$99,999 34.9 94.1 43 1.7 84.2 15.8 53.1 35.7 27.1 2.4 40.0 25.2 17.8 64.4
$100,000 or more 57.1 89.6 6.7 3.8 78.5 21.5 59.4 36.8 27.1 11 42.8 22.8 12.2 63.2
Age of Family Head (years)
Less than 35 14.7 90.4 7.6 2.0 82.2 17.8 35.4 33.2 51.2 1.2 27.5 19.5 353 66.8
35-44 23.9 93.8 5.0 1.2 96.6 13.4 47.2 32.8 32.1 3.2 37.2 24.4 22.4 67.2
45-54 35.5 91.6 6.3 2.1 79.7 203 613 32.8 27.7 1.5 43.7 20.6 15.0 67.2
55-64 343 92.5 51 2.4 81.5 18.5 623 36.6 19.9 0.8 45.2 26.5 9.8 63.4
65-74 36.7 94.9 2.8 2.3 92.1 7.9 58.1 36.2 13.2 0.4 50.8 30.8 10.2 63.8
/St 22.4 90.8 43 49 97.0 3.0 52.8 44.4 5.8 0.0 49.9 44.1 3.2 55.7
Education of Family Head
Below HS diploma 7.2 100.0 0.0 0.0 100.0 0.0 48.1 29.3 22.7 0.0 48.1 293 22.7 70.8
HS diploma 18.4 92.7 6.5 0.7 94.2 5.8 52.5 35.1 18.4 0.1 47.6 30.4 16.2 64.9
Some college 233 93.5 4.2 2.3 84.7 53 54.9 33.6 26.0 0.7 43.9 23.9 16.2 66.4
College degree 45.8 91.5 5.6 2.9 80.5 9.5 55.3 35.8 29.3 2.1 393 24.2 16.0 64.2
Race
White non-Hispanic 313 92.9 4.7 2.4 83.9 6.1 55.4 35.2 26.2 13 42.4 25.1 15.8 64.8
Nonwhite 123 88.6 10.5 1.0 95.0 5.0 45.0 33.2 24.8 2.1 41.2 31.0 215 66.8
Housing status
Oown 34.2 92.5 5.2 2.4 84.6 15.4 55.8 35.0 25.3 1.4 43.0 25.8 15.1 65.0
Rent 11.4 923 6.3 1.4 87.8 12.2 44.5 35.1 31.0 15 37.7 25.2 24.1 64.9
Net Worth Percentile
Bottom 25% 41 89.3 10.7 0.0 93.2 6.8 441 39.9 22.8 0.0 373 33.9 22.0 60.1
25-49.9% 13.4 95.7 4.0 0.3 90.9 9.1 45.9 35.0 27.6 0.7 41.1 27.0 22.8 65.0
50-74.9% 29.4 93.0 5.5 1.5 89.9 10.1 513 29.5 28.3 2.1 42.5 24.9 21.2 70.5
75-89.9% 51.5 93.1 5.2 1.7 80.7 193 55.7 38.0 27.2 1.2 39.8 26.7 13.6 62.1
Top 10% 73.5 90.2 51 4. 80.8 19.2 61.4 36.7 22.4 13 45.9 23.8 10.4 63.3
Source: Employee Benefit Research Institute estimates of the 2001 Survey of Consumer Finances.
@ Individual retirement account.

While this Issue
Brief focused on
individual account
retirement plans,
these are not the
only retirement
assets that fami-
lies have. Many families have coverage under
“traditional” defined benefit pension plans and even
more have coverage under the Social Security program.
Although some information on workers’ expectations for
future defined benefit income is included in the SCF, the
value of this retirement income is difficult to determine
because it depends on assumptions about unknown
future events—work decisions, earnings, inflation rates,
mortality, etc. Because of the lack of widely agreed-upon
standards for these assumptions, this Issue Brief does
not include a measure of the present value of such
income in this analysis.!® However, the incidence of

Conclusion

defined benefit plans for families was examined, and,
after a significant decrease that occurred in the percent-
age of families that had a defined benefit plan between
1992 and 1998, there was only a very small change from
1998 to 2001.

As was suggested in the introduction to this report,
however, many of these defined benefit plans offer a
lump-sum (one-time) distribution, and many participants
choose that distribution over an annuity (a guaranteed
regular payment for the life of the beneficiary). As a
result, even defined benefit plans can transfer post-
retirement risks related to investment returns and
longevity to the individual. Only annuities, once in
payment status, provide a certain ability to project
future retirement income. And for private-sector work-
ers, even these projections are subject to considerations
such as plan terminations and guaranty limits of the
Pension Benefit Guaranty Corporation.
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This analysis of the 1992, 1998, and 2001 versions
of the SCF found that the percentage of families with a
participant in an employment-based retirement plan
from a current employer increased from 38.8 percent in
1992 to 41.6 percent in 2001. The previously docu-
mented trend toward defined contribution plans was
confirmed and the presence of 401(k)-type plans among
families participating in a retirement plan was shown to
have more than doubled, from 31.6 percent in 1992 to
66.5 percent in 2001.

After the percentage of family heads who were
eligible for defined contribution plans choosing to
participate increased from 73.8 percent in 1995 to
77.3 percent in 1998, the percentage of eligibles choos-
ing to participate declined in 2001, to 74.8 percent. This
appears to be partially attributable to an increase in the
percentage of employees working for an employer that
offers a plan who are eligible to participate, as this
number increased from 89.3 percent in 1998 to
91.7 percent in 2001.

The percentage of families owning an IRA or
Keogh plan continued to increase in 2001 from 1998
(28.4 percent in 1998 to 31.4 percent in 2001). Further-
more, the percentage with a plan from a current or
previous employer’s defined contribution plan or an IRA/
Keogh increased to 58.6 percent in 2001 from
56.3 percent in 1998.

In addition to the increases in participation in
defined contribution plans, the median account balance
of those participating also increased in 2001. The 1992
average defined contribution plan balance was $9,899.
This increased to $16,328 in 1998 and $18,000 in 2001.
A noteworthy finding from the 1998 SCF that persisted
in 2001 was that 401(k)-type plan participants who also
participate in a defined benefit plan had a higher
median balance than 401(k)-type plan participants
without a defined benefit plan. The median IRA/Keogh
balance similarly increased to $27,000 in 2001 from
$21,770 in 1998.

The percentage of financial assets that defined
contribution plan assets as well as defined contribution

plan and/or IRA/Keogh assets comprise continued to be
very high for those with such assets. For those with
defined contribution plan assets, the percentage of total
financial assets that these represented increased
slightly, to 45.6 percent in 2001 from 44.4 percent in
1998. The percentage for those owning a defined contri-
bution plan and/or IRA/Keogh assets decreased slightly,
from 51.0 percent in 1998 to 49.9 percent in 2001.
Across all demographic groups, these assets provide a
very significant level of financial assets for those owning
them.

The average balance for each of these individual
account plans also increased in 2001 and in many cases
by very large amounts. The average IRA balance
increased from $37,792 in 1992 to $92,735 in 2001,
while the average current-employer defined contribution
balance increased at a similar magnitude from $29,913
to $81,378. The large increase in the average balance
was virtually universal across the demographic groups
studied. The composition of these retirement plan assets
shifted to IRAs mostly from Keogh plans, as the percent-
age attributable to IRAs increased from 39.0 percent in
1992 to 48.6 percent in 2001.

Lastly, a breakdown of IRA ownership by family
heads was examined to determine the relative impor-
tance of rollover IRAs. While regular IRA-only owners
comprised the largest percentage of IRA owners, the
assets attributable to rollovers-only accounted for the
largest percentage of IRA assets held by those family
heads with an IRA but no Keogh plan. These rollover
IRAs had by far the largest average balances and, when
compared with the IRAs that did not include a rollover,
the ratio of rollover assets to nonrollover assets ranged
from 2.24 to 2.71, depending on whether the rollover
combination owners are included.

The increase in IRA wealth is expected to continue
in the future as more workers will be in defined contri-
bution plans and will be in them longer. As VanDerhei
and Copeland (2001) show, IRAs will likely be the main
source of non-Social Security retirement income for
future generations. While this Issue Brief cannot
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Figure 12
MEeDIAN AND MEAN NET WORTH FOR FAMILIES WITH AND WITHOUT AN INDIVIDUAL ACCOUNT RETIREMENT PLAN,
BY FAMILY INCOME AND FAMILY HEAD AGE, 2001

Family Net Worth

With any type of
individual account
retirement plan balance

Without any type of
individual account
retirement plan balance

mean median mean median
Total $621,848 $193,400 $147,571 $24,900
Family Income
Less than $10,000 191,930 67,000 31,307 2,200
$10,000-$24,999 134,162 61,640 66,198 15,650
$25,000-$49,999 203,425 91,960 104,564 28,100
$50,000-$99,999 332,812 183,900 223,441 84,600
$100,000 or more 1,744,894 600,500 1,530,429 340,300
Age of Family Head (years)
Less than 35 130,739 44780 44273 3,380
35-44 375,498 134,600 74,005 15,750
45-54 703,505 237,000 122,920 28,200
55—64 1,112,197 338,200 188,025 45,980
65-74 1,166,963 442,200 285,294 76,000
75+ 985,507 566,050 285,893 100,500

Source: Employee Benefit Research Institute estimates of the 2001 Survey of Consumer Finances.

determine whether the balances accumulated are
sufficient to fund a comfortable retirement, other
studies completed by EBRI have attempted to answer
this question. In particular, VanDerhei and Holden
(2002) show that 401(k) plans can provide high replace-
ment rates of preretirement income if workers have
access to them and contribute to them during a large
portion of their working life. Furthermore, VanDerhei
and Copeland (2002a, 2002b) simulate retirement
income and compare it to simulated expenditures in
retirement for residents of the states of Massachusetts
and Kansas. From these simulations, the average level
of income deficit in retirement for the residents is
calculated across cohorts, and certain groups such as
single women were found to be particularly vulnerable.
While the results of this study do not answer
questions about what is needed for retirement, they
show the continued growing importance of individual
account plans. Consequently, any policy that alters this
system could have consequences—either positive or
negative—for Americans’ ability to fund a comfortable
retirement. A notable finding is how much the presence
of these accounts contributes to a family’s success in
accumulating wealth. In Figure 12, a comparison of the
mean and median net worth across family income and
family head age shows that families with an individual

retirement account plan (defined contribution plan from
current or previous employer or an IRA/Keogh plan)
have substantially larger amounts of wealth across each
group. In particular, the employment-based system is
generating much of this wealth from individual account
retirement plans since it includes, obviously, all of the
defined contribution assets as well as approximately

40 percent of the IRA wealth (Figure 10). Furthermore, a
significantly higher percentage of families with the
middle levels of family income participate in the employ-
ment-based system than participate in the IRA system
(Figures 1 and 4).

Plan type; participation; who makes the contribu-
tion; the amount of the contribution; frequency of the
contribution; how the contributions are invested; what
form of distribution is ultimately taken, and if a lump-
sum distribution is taken, how it is invested and how
fast it is spent; and other factors combine to determine
the level of financial security that the employment-
based system delivers. The current Social Security
benefit, which is delivered as an inflation-indexed
annuity, provides the most consistent and predictable
contributions to financial security, followed by a defined
benefit plan that is paid out in annuity form. A defined
benefit or defined contribution plan tied to employment
produces higher rates of participation than pure indi-
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vidual choice plans, and thus greater contributions to
financial security, on average, even if the benefit
payment form is a lump-sum distribution.

As stated previously, this study provides estimates
of the current levels in retirement accounts and does not
answer the questions about ultimate financial security.
Consequently, it is only a first step in determining how
families and individuals will do financially in retire-
ment. EBRI is working to advance this first step by
performing simulations on a national basis using data
results (such as those in this report) as components of a
more elaborate study. This forthcoming study will
project both the level of income that would be generated
from retirement plan sources and expenditures by
families and individuals. Under various assumptions on
the payout methods from these plans and uses of home
equity, as well as many other assumptions, the average
income deficit in retirement will be calculated across
cohorts and family types. The projected expenditures
include not only basic expenses such as food and housing
but also expenses for catastrophic health events such as
nursing home admittance or chronic use of home health
care. Thus, an estimation of whether the income gener-
ated from retirement plan sources will be sufficient to
pay for anticipated and potentially unanticipated
expenses in retirement will be examined in a compre-
hensive and thorough manner.

Aizcorbe, Ana M.,
Arthur B.
Kennickell, and
Kevin B. Moore.
“Recent Changes
in U.S. Family
Finances: Evi-
dence From the 1998 and 2001 Survey of Consumer
Finances.” Federal Reserve Bulletin (January 2003)
www.federalreserve.gov/pubs/bulletin/2003/
0103lead.pdf. Viewed June 4, 2003.
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1In 1997, 23
percent of full-
time employees in
medium and
large
establishments
who were
participants in a defined benefit plan had a lump-
sum option (U.S. Department of Labor, 1999). In
2000, 43 percent of employees who were participants
in a defined benefit plan had a lump-sum distribution
option (U.S. Department of Labor, 2003). While the
2000 number contains all size establishments and the
1997 number is for medium and large
establishments, the overwhelming majority of defined
benefit plan participants are in medium and large
establishments. Thus, the comparison shows
increased availability in the lump-sum option, even
when including the small establishment participants,
as they could not alone affect the overall number in
2000 to such an extent.

Endnotes

2 The basis of this survey is what the Federal Reserve
Board refers to as a primary economic unit (PEU),

which is a subset of households and closely resembles
families in its definition, although it is not precisely
families. However, families are the closest concise
terminology for the PEU, so families are used in this
study. For further information about this issue as
well as about SCF in general, see Aizcorbe,
Kennickell, and Moore (2003).

3 For example, see Copeland (2002a), Copeland
(2002b), Copeland (2003), and Holden and VanDerhei
(2003).

4 All income and asset values are in 2001 dollars.

5 For the remainder of the document, the race
division will define “white” to means white, non-
Hispanic, and “nonwhite” to include Hispanics.

6 The questions to determine defined contribution
plan participation rates were not added until the
1995 survey.

" The breakdown between the reduction in the
participation rate due to fewer individuals choosing
to participate and more individuals being eligible to
participate is not possible, since the surveys are not a
time series, but distant point-in-time surveys.

8 The median balances for defined contribution plans
of families with a family head who is under age 65
and a worker are virtually identical to the results
presented here for all families. Consequently, they
are not presented.

9 In this Issue Brief, all values of the account balances
for all years are expressed in 2001 dollars.

10 By definition, these groups would produce a median
value of zero. Given that account balance
distributions tend to be skewed to the right (i.e.,
there are a small number of very large balances), the
median value of account balances for defined
contribution plans with the current employer was
$18,000 (Figure 6), whereas the mean value is
$66,928 (Figure 8b).

1 This was an increase from $45,427 in 1992 (figure
8a), reported in 2001 dollars.
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12 Results from the EBRI/ICI 401(k) plan database
showed an average 401(k) plan balance of $43,215 for
year-end 2001 (Holden and VanDerhei, 2003). There
are many reasons for the difference between the
results in this study and those of the EBRI/ICI
database: 1) this study has the family total because
the survey is based on families, not individual
participants, as the total is in the EBRI/ICI study;
2) this study cites balances before loans, in contrast
to net of loans, as in the EBRI/ICI study; and 3) this
study includes more than just 401(k) plans, due to
the structure of the identification variable of plans
types in the SCF.

13 SCF asks for the types of IRAs a family owns, but if
a head or spouse owns more than one, the amount in
each type of IRA is not separated out, only the
aggregate amount of the IRAs is provided.

4 Only the family heads are used, as including the
spouse causes the combinations to become very
cumbersome due to the structure of the variables
within the survey. In families that own an IRA/
Keogh, just over 85 percent of the heads own an IRA.
The family head IRA/Keogh assets account for

77.1 percent of all IRA/Keogh assets, so the
overwhelming majority of assets are included in the
analysis even when restricting the study to only
family heads.

15 A Keogh plan is a tax-deferred retirement plan for
the self-employed or for workers of unincorporated
businesses.

16 Only 2.2 percent of those owning either an IRA or
Keogh owned both an IRA and a Keogh (Figure 11a).

7 This does not include any rollover IRAs that may
have been converted to a Roth IRAs, but given the
relatively small amount of assets that Roth IRAs
comprise, the percentage could increase by no more
than 9 percentage points.

18 See Kennickell and Sunden (1997) for a description
of one possible approach to using the SCF to value
the entire retirement income portfolio for the family.
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