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Executive Summary:

e Perception vs. reality: A widely held belief about past generations of American workers was that
typical workers held career jobs, staying with the same employer for most of their working years.
However, the data on employee tenure—the amount of time an individual has been with his or her
current employer—show that career jobs never existed for most workers and have continued not to
exist for most workers.

e Overall tenure unchanged: The median tenure for all wage and salary workers age 25 or older was
virtually unchanged from 1983 (5.0 years) to 2006 (4.9 years). However, the median tenure for male
wage and salary workers declined from 5.9 years in 1983 to 5.0 years in 2006. In contrast, the median
tenure for female wage and salary workers increased from 4.2 years in 1983 to 4.8 years in 2006.
Consequently, the increase in the median tenure of female workers offset much of the decline in the
median tenure of male workers, leaving the overall level essentially unchanged.

e Public- vs. private-sectors: The difference between private-sector and public-sector workers’ tenure
distribution is quite striking. Among all wage and salary workers age 20 or older, the median tenure
level held steady at 4.0 years or slightly more from 1983 to 2006. The median tenure for private-
sector workers’ also held steady over that period and was 3.9 years in 2006, but for public-sector
workers it increased from 6.0 years in 1983 to 7.0 years in 2006. Over this two-decade period, median
job tenure in the public sector increased significantly relative to the private sector, and currently is
about 80 percent higher. Consequently, public-sector employers are facing the retirement of a
significant number of their most experienced workers.

e Policy implications: This persistence of job changing has important implications for a worker’s
potential income in retirement:
—> Defined benefit pensions—Since most “traditional” defined benefit pensions are based on a formula
using tenure and average salary, workers who frequently change jobs may receive little or no pension
benefit. Compounding the issue of short tenure is the fact that fewer private-sector employers are
sponsoring “traditional” pensions, a trend that will further reduce the number of current workers likely
to receive a pension benefit.
-> Benefit preservation—A worker who changes jobs must decide what to do with any retirement plan
assets he or she has accumulated, a situation that has become more prevalent with the growth in plans
that allow a lump-sum distribution. If employees do not retain these assets in some type of savings
vehicle for retirement, they may forgo an important source of supplemental income to their Social
Security benefits or be forced to remain in the work force.
-> Public policy—Enrollments in means-tested welfare programs could increase significantly if large
numbers of retirees prematurely exhaust their own savings reserves. Also, the number of experienced
public-sector employees will drop during the period when the social programs are about to face
tremendous increase in enrollment, so the public sector must work to retain experienced workers or
develop more workers to replace those nearing retirement.
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Introduction

A widely held belief about past generations of American workers was that typical workers held career
jobs—staying with the same employer for most of their working years—then retired with the proverbial
“gold watch.” In contrast, current American workers are believed to change jobs more frequently, to have
less employment security, and to leave without the gold watch.

However, the data on employee tenure—the amount of time an individual has been with his or her
current employer—show that career jobs never existed for most workers and have continued not to exist
for most workers. Although data on tenure do not measure workers’ security (generally defined as the
workers’ perception of being able to continue in their current job), they do show stability (the actual
length of time workers have been with their current employer). Consequently, tenure data show the
results, not the perception, of the ability to stay in a current job.

This article updates previous Employee Benefit Research Institute (EBRI) publications that have
examined employee tenure data of American workers." The latest data on employee tenure from the
January 2006 Supplement to the U.S. Census Bureau’s Current Population Survey (CPS) are examined
and compared with the trends from previous CPS publications on employee tenure.’

The data for 2006 show that the median tenure of workers—the midpoint of wage and salary workers’
length of employment in their current job—was virtually unchanged from 1983: 4.9 years in 2006,
compared with 5.0 years in 1983. Even among older male workers (ages 55-64), who experienced the
largest change in their median tenure, the median tenure fell from a level that would not be considered a
career—14.7 years in 1963—to a roughly comparable but clearly lower level of 9.5 years in 2006.

Overall Tenure

The median tenure for all wage and salary workers age 25 or older was virtually unchanged from 1983
(5.0 years) to 2006 (4.9 years) (Figure 1). However, the median tenure for male wage and salary workers
declined from 5.9 years in 1983 to 5.0 years in 2006. In contrast, the median tenure for female wage and
salary workers increased from 4.2 years in 1983 to 4.8 years in 2006. Consequently, the increase in the
median tenure of female workers offset much of the decline in the median tenure of male workers, leaving
the overall level essentially unchanged.

Age and Gender—A closer examination of age and gender median tenures using a longer time series
shows that the median tenure for the oldest working males (ages 55-64) declined steadily from a peak of
15.3 years in 1983 to 9.5 years in 2006 (Figure 2).* However, since a male worker of this age with the
median level of tenure would not have started this job until he was in his 40s, it would be difficult to
consider that a career job. As the age category decreases, the median tenure line becomes flatter, showing
a smaller change in the tenure level across time. The 25-34-year-old male tenure line was virtually flat,
at three years. For females, the median tenure was flat to increasing across all age groups (Figure 3). The
largest increase was among females ages 55-64, whose median tenure increased from 7.8 years in 1963 to
9.2 years in 2006.

Public vs. Private Sector—Among all wage and salary workers age 20 or older, the median tenure
level held steady at 4.0 years or slightly more from 1983 to 2006 (Figure 4). Private-sector workers’
median tenure also held steady over that period, at around 3.6 years, with a small rise in 2004 to 3.9 years,
where it held steady in 2006. However, the median tenure for public-sector workers increased from 6.0
years in 1983 to 7.5 years in 1998 before declining to 7.0 years in 2004, where it remained in 2006. Over
this two-decade period, median job tenure in the public sector increased significantly relative to the
private sector, and currently is about 80 percent higher than that of the private sector.

For male private-sector wage and salary workers age 20 or older, the median tenure trended slightly
downward, from 4.2 years in 1983 to 3.8 years in 2002 before increasing to 4.0 years in 2004 and falling
to 3.9 years in 2006 (Figure 5). In contrast, female private-sector workers had a slight upward trend in
their median tenure, from 3.1 years in 1983 to 3.8 years in 2006.
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Figure 1
Median Years of Tenure For Wage and Salary

Workers Age 25 or Older, by Gender, 1983-2006
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Source: U.S. Department of Labor, Bureau of Labor Statistics, "Employee Tenure," at www.bls.gov/news.release/tenure.t01.htm
and ftp.bls.gov/pub/news.release/History/tenure.09192002.news, viewed Jan. 30, 2007.

Figure 2
Male Prime-Age (25-64) Workers Median
Tenure Trends, by Age, 1951-2006
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Figure 3
Female Prime-Age (25-64) Workers
Median Tenure Trends, by Age, 1951-2006
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Figure 4
Median Tenure Levels For Wage and Salary Workers
(Age 20 or Older), by Sector, 1983-2006
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and 2006 Current Population Surveys.
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For male public-sector workers, the median tenure had a flat to upward trend from 7.9 years in 1983 to
8.5 years in 2004, before falling back to 8.0 years in 2006. Female public-sector workers” median tenure
level had an overall upward trend during the 1983-2002 period, reaching a peak of 6.9 years in 1998
before falling to 6.0 years in 2004 and subsequently increasing again to 6.5 years in 2006.

Tenure Distribution

The distribution of all wage and salary workers age 20 or older across various levels of tenure was
quite stable from 1983 through 2006 (Figure 6). The small changes that appeared over the period were a
slight increase in the percentage of workers with 20 or more years of tenure, from 8.9 percent to 9.8 per-
cent, and a decrease in the percentage with one year or less of tenure, from 25.7 percent to 22.0 percent.
The tenure level categories in between varied within fairly small ranges. In 2006, the trend continued
toward 50 percent of workers having at least five years of tenure, reaching 48.7 percent—the highest
percentage since 1983.

The constancy of the tenure distribution over time is less pronounced when analyzed by the workers’
gender. While the percentage of male workers with the longest tenure (20 or more years) in 2006
(10.8 percent) was about the same as its 1983 level (12.4 percent), there appears to be an upward trend in
the percentage of male workers with less than five years of tenure, even with the leveling off of this trend
in 2004 and 2006 (Figure 7). In 1983, the percentage of male workers with less than five years of tenure
was 49.4 percent, and by 1998 this percentage had increased to 52.5 percent before falling back to
50.9 percent in 2006.

Female workers’ tenure distribution had a clearly different pattern, as the percentage with 20 or more
years of tenure increased substantially, from 4.9 percent in 1983 to 8.8 percent in 2006 (Figure 8).
Furthermore, the percentage of female workers who had 10 or more years of tenure increased by nearly
5 percentage points. Consequently, the percentage of female workers with less than five years of tenure
decreased, particularly for those with one year or less of tenure.

For the older portion of the work force (ages 45-64), male and female workers of this age had different
trends in the percentage with 10 or more years of tenure over the 1983-2006 period. Among the male age
groups examined with 10 or more years of tenure, there was a minimum decrease of more than 12 per-
centage points; males ages 60-64 experienced the largest decline, from 65.6 percent in 1983 to 48.1 per-
cent in 2006 (Figure 9).

In contrast, the percentage of female workers of this age who had 10 or more years in tenure increased
for the younger half of this age group and declined for the older half during the 1983-2006 period (Figure
10). The share of female workers ages 45-49 with 10 or more years of tenure went up from 33.0 percent
in 1983 to 36.9 percent in 2006, an increase of almost 4 percentage points and the largest change. This
trend peaked at 41.4 percent in 2000 before declining to the current 37 percent. On the other hand, among
the oldest female workers (ages 55-59 and 60-64), the percentage with 10 or more years of tenure
declined from 51.0 percent to 49.1 percent and from 52.6 percent to 48.7 percent, respectively.

Among older workers (ages 45-64), the percentage having 25 or more years of tenure declined from
1983 to 2006, particularly for those ages 55-59 and 60-64 (Figure 11). In 1983, 23.3 percent of wage
and salary workers ages 60—64 had tenure of 25 or more years, compared with 16.6 percent in 2006. For
those ages 55-59, a similar decline occurred: from 22.7 percent in 1983 to 17.8 percent in 2006. The
decline in the percentage of workers ages 45-54 with 25 or more years was much less dramatic: from
12.9 percent in 1983 to 10.6 percent in 2006.

In addition to differences by age and gender, tenure distribution is also significantly different across the
employment sectors. Among the longest-tenure private-sector workers (25 or more years), the
percentage of all workers (both male and female) with this tenure held relatively stable from 1983-2006
(Figure 12). The male private-sector trend with 25 or more years of tenure was downward (from 7.7 per-
cent in 1983 to 5.4 percent in 2006), while the female trend was upward (from 2.6 percent in 1983 to
3.8 percent in 2006), leading to the overall percentage remaining stable at approximately 5.0 percent.
However, the percentage of public-sector workers (again both male and female) with 25 or more years of
tenure increased sharply during this period: Among male workers, the percentage with the longest tenure
went from 8.1 percent in 1983 to 12.7 percent in 2004 before falling to 11.7 percent in 2006; the increase
was even greater among female workers, with the percentage with 25 or more years of tenure rising from
2.6 percent in 1983 to 8.5 percent in 2006.°
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Figure 5
Median Tenure Levels For Wage and Salary Workers
(Age 20 or Older), by Sector and Gender, 1983-2006
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Source: U.S. Department of Labor, Bureau of Labor Statistics, "Employee Tenure," and Employee Benefit Research Institute estimates from the January
2004 and 2006 Current Population Surveys.
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Figure 6
Employee Tenure Distribution: All Wage and
Salary Workers (Age 20 or Older), 1983-2006
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Figure 7

Employee Tenure Distribution: Male Wage and
Salary Workers (Age 20 or Older), 1983-2006
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Figure 8
Employee Tenure Distribution: Female Wage and
Salary Workers (Age 20 or Older), 1983-2006
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This result has significant implications for public-sector employers, as a considerable portion of their
work force will be approaching retirement in the near future. Thus, at a time of growth in the nation’s
elderly population (which is more likely to need social services than the nonelderly), the most
experienced workers within the state and federal agencies providing these services will be retired or
retiring. In contrast, private-sector employers, in general, do not appear to be facing this issue, as they
have employed a consistent percentage of long-term workers over the last 20 years.

Discussion

Over the past 20 plus years, the median tenure of all wage and salary workers age 20 or older declined
only slightly. However, the overall trend masks a small but significant decrease in median tenure among
men, which was offset by an increase in median tenure among women. Furthermore, the distribution of
tenure among these workers has remained relatively constant over this period. Consequently, overall
employee tenure has been remarkably stable since 1983, although trends between the genders have moved
in opposite directions and the percentage of older workers with the longest tenure has declined,
particularly among those ages 60—-64.

As for career jobs, the highest median tenure level for any age group (15.3 years in 1983 for males ages
55-64) certainly does not cover an entire lifetime career, as the median worker would not have started his
or her current job until after age 40.

The difference between private-sector and public-sector workers’ tenure distribution is quite striking.
While private-sector employers in general have been able to maintain a fairly constant to declining
percentage of long-term employees (25 or more years of tenure), public-sector employers have had an
increasing percentage that continued to grow significantly from 2002 to 2004 before a slight drop in 2006.
Consequently, public-sector employers are facing the retirement of a significant number of their most
experienced workers.

While the tenure levels presented in this article show that job stability has remained relatively constant
over the last two decades, these data do not measure job security. For instance, an increase in workers’
median tenure may be interpreted to mean that job security has declined because those with shorter
tenures have been let go, leaving the longer-tenured workers less secure. Or the median tenure could
decline when workers feel more secure and have an increased ability to find other employment, so more
workers switch to better jobs—lowering the median tenure. Conversely, workers who feel more secure in
their current job may not be motivated to switch employers due to their security, which could lead to a
higher median tenure. Consequently, although tenure is not a good measure of job security, it does
provide insight into how long workers choose to—or are allowed to—remain with their current employer.

These tenure results indicate that, historically, most workers have repeatedly changed jobs during their
working careers, and all evidence suggests that workers will continue to do so in the future.

This persistence of job changing has important implications for a worker’s potential income in
retirement:

Defined Benefit Pensions—Since most “traditional” defined benefit (DB) pensions are based on a
formula using tenure and average salary, workers who frequently change jobs will not receive the
maximum benefit from a DB pension because they do not remain with their same employer for an
extended period; in fact, short-tenure workers (with less than five years in a job) may not qualify for any
pension benefit at all. Since the median length of employment for all wage and salary workers is
currently just 4.9 years, current American workers who are likely to receive a significant benefit from a
defined benefit pension are in the minority. Compounding the issue of short tenure is the fact that fewer
private-sector employers are sponsoring “traditional” DB pensions, a trend that will further reduce the
number of current workers likely to receive a pension benefit in retirement.

Lump-Sum Distributions—A worker who changes employers must decide what to do with any
retirement plan assets he or she has accumulated, a situation that has become more prevalent with the
growth in plans that allow a lump-sum distribution (LSD).® Thus, benefit preservation becomes an
important concern for these employees as well as for their plan sponsors. If employees do not retain these
assets in some type of savings vehicle for retirement, they may forgo an important source of supplemental
income to their Social Security benefits or be forced to remain in the work force. Without this source of
income, many workers may face financial difficulties in retirement as health care costs continue to rise
and both Medicare and Social Security are experiencing long-term financing issues.
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Public Policy—These decisions on LSDs and benefit preservation also have important implications for
public policy, as enrollments in means-tested welfare programs could increase significantly if large
numbers of retirees prematurely exhaust their own savings reserves.” Furthermore, the number of
experienced public-sector employees will drop during the period when the social programs are about to
face a tremendous increase in enrollment, so the public sector must work to retain experienced workers or
develop more workers to replace those nearing retirement.
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Figure 9
Percentage of Male Wage and Salary Workers Ages 45-64
Who Had 10 or More Years of Tenure, by Age, 1983-2006

70%
—>— Ages 45-49
66.2% A
5 - = Ages 50-54
65% 65.6%
—l— Ages 55-59
— @— ‘Ages 60-64
60% A
56.5%
55% De > 53.7%
N AR 55.7/0\\\\-/
N /N e S o . Plie
. 53.5% LT e
53.0% 52.8% -
50% b
-
48.5% B 49.7%
————————— -@48.1%
45% -
42.9%
40%
1983 1987 1991 1996 1998 2000 2002 2004 2006
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Figure 10
Percentage of Female Wage and Salary Workers Ages 45-64
Who Had 10 or More Years of Tenure, by Age, 1983—-2006
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Figure 11
Percentage of Wage and Salary Workers Ages 45-64
Who Had 25 or More Years of Tenure, by Age, 1983—-2006
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Source: U.S. Department of Labor, Bureau of Labor Statistics, "Employee Tenure," and Employee Benefit Research Institute estimates from the January 2004
and 2006 Current Population Surveys.
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Figure 12
Percentage of Wage and Salary Workers (Age 20 or Older)
With 25 Years or More of Tenure, by Sector and Gender, 1983-2006
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Source: U.S. Department of Labor, Bureau of Labor Statistics,"Employee Tenure," at www.bls.gov/news.release/tenure.toc.htm, viewed Jan. 24, 2002, and
Employee Benefit Research Institute estimates from the January 2004 and 2006 Current Population Surveys.

www.ebri.org

11




EBRI Notes

EBRI Employee Benefit Research Institute Notes (ISSN 1085-4452) is published monthly by the Employee Benefit Research
Institute, 2121 K Street, NW, Suite 600, Washington, DC 20037-1896, at $300 per year or is included as part of a membership
subscription. Periodicals postage rate paid in Washington, DC, and additional mailing offices. POSTMASTER: Send address
changes to: EBRI Notes, 2121 K Street, NW, Suite 600, Washington, DC 20037-1896. Copyright 2007 by Employee Benefit
Research Institute. All rights reserved, Vol. 28, no. 4.

Who We are

What we do

Our

publications

Orders/

subscriptions

The Employee Benefit Research Institute (EBRI) was founded in 1978. Its mission is to
contribute to, to encourage, and to enhance the development of sound employee benefit
programs and sound public policy through objective research and education. EBRI is the only
private, nonprofit, nonpartisan, Washington, DC-based organization committed exclusively to
public policy research and education on economic security and employee benefit issues.
EBRI’s membership includes a cross-section of pension funds; businesses; trade associations;
labor unions; health care providers and insurers; government organizations; and service firms.

EBRI’s work advances knowledge and understanding of employee benefits and their
importance to the nation’s economy among policymakers, the news media, and the public. It
does this by conducting and publishing policy research, analysis, and special reports on
employee benefits issues; holding educational briefings for EBRI members, congressional and
federal agency staff, and the news media; and sponsoring public opinion surveys on employee
benefit issues. EBRI’s Education and Research Fund (EBRI-ERF) performs the charitable,
educational, and scientific functions of the Institute. EBRI-ERF is a tax-exempt organization
supported by contributions and grants.

EBRI Issue Briefs are periodicals providing expert evaluations of employee benefit issues and
trends, as well as critical analyses of employee benefit policies and proposals. EBRI Notes is a
monthly periodical providing current information on a variety of employee benefit topics.
EBRI’s Pension Investment Report provides detailed financial information on the universe of
defined benefit, defined contribution, and 401(k) plans. EBRI Fundamentals of Employee
Benefit Programs offers a straightforward, basic explanation of employee benefit programs in
the private and public sectors. EBRI Databook on Employee Benefits is a statistical reference
volume on employee benefit programs and work force related issues.

Contact EBRI Publications, (202) 659-0670; fax publication orders to (202) 775-6312.
Subscriptions to EBRI Issue Briefs are included as part of EBRI membership, or as part of a
$199 annual subscription to EBRI Notes and EBRI Issue Briefs. Individual copies are available
with prepayment for $25 each (for printed copies) or for $7.50 (as an e-mailed electronic file)
by calling EBRI or from www.ebri.org. Change of Address: EBRI, 2121 K Street, NW, Suite
600, Washington, DC 20037, (202) 659-0670; fax number, (202) 775-6312; e-mail:
Publications Subscriptions@ebri.org. Membership Information: Inquiries regarding EBRI
membership and/or contributions to EBRI-ERF should be directed to EBRI President/ASEC
Chairman Dallas Salisbury at the above address, (202) 659-0670; e-mail: salisbury@ebri.org

Editorial Board: Dallas L. Salisbury, publisher; Steve Blakely, editor. Any views expressed in this publication and those of the authors should
not be ascribed to the officers, trustees, members, or other sponsors of the Employee Benefit Research Institute, the EBRI Education and
Research Fund, or their staffs. Nothing herein is to be construed as an attempt to aid or hinder the adoption of any pending legislation, regulation,
or interpretative rule, or as legal, accounting, actuarial, or other such professional advice.

EBRI Notes is registered in the U.S. Patent and Trademark Office. ISSN: 1085-4452 1085-4452/90 $ .50+.50

Name

Did you read this as a pass-along? Stay ahead of employee benefit issues with your own subscription to EBRI
Notes for only $89/year electronically e-mailed to you or $199/year printed and mailed. For more information
about subscriptions, visit our Web site at www.ebri.org or complete the form below and return it to EBRI.

Organization

Address

City/State/ZIP

Mail to: EBRI, 2121 K Street, NW, Suite 600, Washington, DC 20037 or Fax to: (202) 775-6312

© 2007, Employee Benefit Research Institute-Education and Research Fund. All rights reserved.






