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• This Issue Brief addresses 19 topics in the areas of pensions, health insurance, and
other benefits.  In addition to the topics listed below, the report includes data on the
prevalence of benefits, tax incentives associated with benefits, lump-sum distribu-
tions, number of private pension plans, 401(k) plans, employer spending on group
health insurance, self-insured health plans, employer initiatives to reduce health
care costs, and employers’ response to the retiree health benefits accounting rule,
long-term care insurance, and flexible benefits plans.

• In 1992, U.S. employers (public and private) spent $629 billion for noncash benefits,
representing  nearly 18 percent of total compensation, excluding paid time off.

• In 1992, 71 percent of the 50.1 million individuals aged 55 and over received
retirement benefits, including distributions from private and public pensions,
annuities, individual retirement accounts, Keoghs, 401(k)s, and Social Security.

• Among the 76 percent of all private pension plan participants who participated in
a single plan, 30 percent named a defined benefit plan as their pension plan type,
58 percent named a defined contribution plan as their pension plan type, and
12 percent did not know their plan type.

• Private and public pension funds held more than  $4.6 trillion in assets at the end
of 1993. The 1993 year-end assets are more than triple the asset level of 1983
(nominal terms).

• According to the Congressional Budget Office, U.S. expenditures on health care
were expected to have reached $898 billion in 1993, up from $751.8 billion in 1991,
an increase of 19.4 percent in nominal terms. Health care spending accounted for
13.2 percent of  Gross Domestic Product (GDP) in 1991, is estimated to have reached
14.3 percent of GDP in 1993, and is projected to rise to 15.4 percent by 1995.

• In 1992, 182.3 million persons under age 65 had health insurance coverage, while
38.5 million people—or about 17.4 percent of the nonelderly population—received
neither private health insurance nor publicly financed health coverage.

• In 1991, 43 percent of full-time employees of medium and large private establish-
ments with group health insurance coverage had a promise of employer-financed
retiree health coverage before age 65, and 41 percent had a promise of such coverage
at age 65.

• As of December 1992, 2.93 million individuals  had purchased long-term care
insurance from 135 insurers.  This compares with 815 thousand policies sold as of
1987.

• In 1991, 39 percent of all full-time employees in medium and large private
establishments were eligible for maternity leave, and 27 percent were eligible for
paternity leave.

Questions and Answers on
Employee Benefit Issues
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Employee
benefits
represent a
significant
part of total
compensa-
tion. In

1992, U.S. employers (public and private) spent
$629 billion for noncash benefits, representing
nearly 18 percent of total compensation, excluding
paid time off. Outlays for employee benefits as a
percentage of total compensation doubled between 1960
and 1980. The allocation of expenditures for benefits has
changed. Between 1960 and 1992, employer spending for
medical benefits grew steadily as a proportion of total
compensation, from 1.1 percent to 7 percent. Propor-
tional spending on retirement income benefits increased
by 4.4 percent between 1960, when it was 4.8 percent,
and 1980, when it reached 9.2 percent of total compensa-
tion, then dropped by 1.2 percent to 8.0 percent by 1992.

The structure and composition of employee
benefits has changed over the past 15 years. Defined
contribution plans have become much more important as
both primary and supplemental retirement savings
vehicles.  Employees bear more direct investment risk
through such plans. In addition, the rising cost of
medical care has led to many employees paying more
directly for health benefits through copayments and
deductibles.  The rapidly changing demographics of the
work force have led many employers to offer flexible time
and new child care benefits to accommodate working
parents. Health care cost management techniques, state
insurance mandates, revised retiree health accounting
rules, and continually changing pension regulations add
to the complexity of benefit packages.

This Issue Brief addresses 19 topics in the areas
of pensions, health insurance, and other benefits. Using
a question and answer format, the discussion draws
largely on Employee Benefit Research Institute (EBRI)
research and previous “Questions and Answers” Issue
Briefs.

Introduction

1. How prevalent are employer-provided
benefits?

Information from the U.S. Department of Labor, Bureau
of Labor Statistics (BLS) shows the prevalence of pri-
mary benefits (i.e., retirement plan and life, health,
sickness, and disability insurance plans) among full- and
part-time workers in medium and large private estab-
lishments of 100 or more employees, small private
establishments of fewer than 100 employees, and state
and local governments (table 1). Eighty-three percent
of full-time and 28 percent of part-time employees
in medium and large private establishments
participate in medical care programs, 94 percent
of full-time and 31 percent of part-time employees
participate in life insurance plans, and 78 percent
of full-time and 40 percent of part-time employees
participate in a retirement plan, including defined
benefit and defined contribution plans.

Among full-time employees in small private
establishments, 71 percent participate in a medical care
program; 64 percent participate in either wholly em-
ployer financed or partly employer financed life
insurance plans; and 45 percent participate in a retire-
ment plan. State and local government employees have
the highest participation rates in these three benefit
categories; 90 percent participate in medical care plans,
89 percent in life insurance plans, and 93 percent in
retirement plans.

For more information on the prevalence of
employee benefits, see the EBRI Databook on Employee
Benefits.

2. How much do employers spend on
employee benefits?

Public and private employer spending for em-
ployee benefit programs totaled $629 billion in
1992 (table 2). This represented an absolute in-
crease of $76.5 billion, or 13.8 percent (in nominal
terms), from 1990. However, as a percentage of
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Table 1
Percentage of Full-Time and Part-Time Employees Participating in Selected Employee Benefit

Programs in Medium and Large Private Establishments, 1991,
Small Private Establishments, 1992, and State and Local Governments, 1992

Medium and Large Small Private State and Local
Establishmentsa  Establishmentsb Governmentsc

Full time Part time Full time Part time Full time Part time

(percentage)

Sickness and Accident Insurance 45% 19% 26% 11% 22% 14%
Wholly employer financed 33 12 17 5 16 11
Partly employer financed 11 7 9 7 5 3

Long-Term Disability Insurance 40 3 23 1 28 9
Wholly employer financed 31 3 18 1 22 7
Partly employer financed 9 1 4 d 6 2

Medical Care 83 28 71 5 90 43
Employee coverage

wholly employer financed 41 12 37 3 51 31
partly employer financed 42 16 33 3 39 12

Family coverage
wholly employer financed 26 10 19 1 25 14
partly employer financed 57 18 51 4 65 30

Life Insurance 94 31 64 6 89 41
Wholly employer financed 80 22 53 4 75 38
Partly employer financed 14 9 11 2 13 3

All Retirement Planse 78 40 45 12 93 51

Unpaid Leave
Maternity leave 37 19 18 7 59 32
Paternity leave 26 14 8 4 44 24

Flexible Benefits Plans 10 2 2 1 5 2

Reimbursement Accounts 36 11 14 2 50 25

Source:  U.S. Department of Labor, Bureau of Labor Statistics, Employee Benefits in Medium and Large Private Establishments, 1991
(Washington, DC: U.S. Government Printing Office, 1993); Employee Benefits in Small Private Establishments, 1992 (Washington,
DC: U.S. Government Printing Office, 1994); and U.S. Department of Labor, Social Security Administration, U.S. Small Business
Administration, and Pension Benefit Guaranty Corporation, Pension and Health Benefits of American Workers: New Findings from the
April 1993 Current Population Survey (Washington, DC, 1994).
aThese tabulations provide representative data for full-time and part-time employees in private nonagricultural establishments with
100 or more employees in all U.S. states and the District of Columbia.  Part-time workers were included in the survey for the first time
in 1991.  Employees are classified as part time in accordance with the practices of surveyed establishments.  The estimated number
of full-time workers employed by medium and large private establishments was 31.2 million, and the estimated number of part-time
workers was 4.7 million.

bThese tabulations provide representative data for full- and part-time employees in private, nonagricultural establishments with fewer
than 100 employees.  Part-time workers were included in the survey for the first time in 1990.  Employees are classified as part time
in accordance with the practices of surveyed establishments.  The estimated number of full-time workers employed by small private
establishments was 34.4 million, and the estimated number of part-time workers was 9.8 million.

cThese tabulations provide representative data for full- and part-time employees in state and local governments in the 50 states and
the District of Columbia.  Part-time workers were included in the survey for the first time in 1990.  Employees are classified as part
time in accordance with the practices of surveyed establishments.  The estimated number of full-time workers employed by state and
local governments was 12.5 million, and the estimated number of part-time workers was 1.4 million.

dLess than 0.5 percent.
eIncludes defined benefit pension plans and defined contribution retirement plans.

total compensation ($3.6 trillion), outlays for
employee benefits have increased only moderately
since 1980, rising from 16.1 percent in 1980 to
17.6 percent in 1992 (table 2).

In 1992, employers spent $213.9 billion for
group health insurance, up $37.3 billion from 1990
(table 2). In the late 1980s, spending for group health

insurance became the largest single major component of
nonwage compensation. Employer outlays for group
health insurance as a proportion of total compensation
have increased since 1980, most recently edging up from
5.4 percent in 1990 to 6.0 percent in 1992. Total outlays
for all health-related benefits amounted to $252.1 billion
in 1992, including Medicare Hospital Insurance expendi-
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Table 2
Employer Outlays for Employee Compensation, Selected Years, 1960–1992

1960 1970 1980 1985 1989 1990 1991 1992

($ billions in nominal terms)

Total Compensation $296.7 $618.3 $1,638.2 $2,367.5 $3,100.2 $3,297.6 $3,402.4 $3,582.0
Wages and salaries 272.8 551.5 1,372.0 1,975.2 2,586.4 2,745.0 2,814.9 2,953.1
All benefits 23.7 66.1 264.3 392.4 513.8 552.5 587.5 629.0
Other labor incomea 0.3 0.6 1.9 3.3 4.3 4.5 4.7 4.9

Retirement Income Benefits 14.2 40.3 150.5 205.5 248.9 261.4 275.0 285.9
Social Security OASDIb 5.6 16.2 55.6 91.5 126.5 137.0 142.7 148.9
Public and private retirement plans 8.6 24.1 94.9 114.0 122.4 124.4 132.3 137.0

Private employer pension and profit sharing 4.9 13.1 54.2 54.6 51.0 49.5 53.6 55.1
Public employer retirement plans 3.7 11.0 40.7 59.4 71.4 74.9 78.7 81.9

Health Benefits 3.4 14.6 71.6 124.3 190.6 211.8 229.2 252.1
   Medicare Hospital Insurance 0.0 2.3 11.6 22.7 32.0 33.6 35.0 36.4
   Group health insurance 3.4 12.1 59.6 100.8 157.2 176.6 192.5 213.9
   Military medical insurance 0.0 0.2 0.4 0.8 1.3 1.5 1.7 1.7

Other Employee Benefits 6.1 11.3 42.2 59.1 70.0 74.9 78.5 86.1
   Unemployment insurance 3.0 3.8 16.4 26.0 23.0 22.8 23.0 26.0
   Workers’ compensation 2.0 4.6 19.2 24.4 41.3 46.0 49.3 53.4
   Group life insurance 1.1 2.9 6.6 8.7 5.7 6.1 6.2 6.7

(percentage of total compensation)

Total Compensation 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
   Wages and salaries 92.0 89.2 83.7 83.4 83.4 83.2 82.7 82.4
   All benefits 8.0 10.7 16.1 16.6 16.6 16.8 17.3 17.6
   Other labor incomea 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Retirement Income Benefits 4.8 6.5 9.2 8.7 8.0 7.9 8.1 8.0
Social Security OASDIb 1.9 2.6 3.4 3.9 4.1 4.2 4.2 4.2
Public and private retirement plans 2.9 3.9 5.8 4.8 3.9 3.8 3.9 3.8

private employer pension  and profit sharing 1.7 2.1 3.3 2.3 1.6 1.5 1.6 1.5
public employer retirement plans 1.2 1.8 2.5 2.5 2.3 2.3 2.3 2.3

Health Benefits 1.1 2.4 4.4 5.3 6.1 6.4 6.7 7.0
Medicare Hospital Insurance 0.0 0.4 0.7 1.0 1.0 1.0 1.0 1.0
Group health insurance 1.1 2.0 3.6 4.3 5.1 5.4 5.7 6.0
Military medical insurance 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Other Employee Benefits 2.1 1.8 2.6 2.5 2.3 2.3 2.3 2.4
Unemployment insurance 1.0 0.6 1.0 1.1 0.7 0.7 0.7 0.7
Workers’ compensation 0.7 0.7 1.2 1.0 1.3 1.4 1.4 1.5
Group life insurance 0.4 0.5 0.4 0.4 0.2 0.2 0.2 0.2

Source:  Employee Benefit Research Institute tabulations based on U.S. Department of Commerce, Bureau of Economic Analysis,
National Income and Product Accounts, August 1993; and National Income and Product Accounts of the United States, 1929–82
(Washington, DC: 1986 and 1993).
aConsists primarily of directors’ fees.
bOld-Age, Survivors, and Disability Insurance.

tures of $36.4 billion and military medical insurance of
$1.7 billion. This total compares with total health-related
outlays of $211.8 billion in 1990—a 19.0 percent in-
crease.

In 1992, employer spending for public and
private retirement plans (other than Social Secu-
rity) totaled $137.0 billion. In 1985 and earlier years,
this component represented the largest major element of
nonwage compensation. Employer contributions to public
and private retirement plans have declined as a percent-
age of total compensation since 1980. Peaking at

5.8 percent in 1980, the percentage dropped to 3.8 in
1992. This decline is attributable to a number of factors.
For example, higher-than-expected returns on invest-
ments during the mid-1980s required many companies to
reduce annual defined benefit pension contributions. In
addition, companies were required to reduce defined
benefit and defined contribution plan contributions as a
result of changes in the Tax Reform Act of 1986 and the
maximum funding limits that were enacted as part of the
Pension Protection Act in the Omnibus Budget Reconcili-
ation Act of 1987.
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Employer payroll taxes for the Social
Security Old-Age, Survivors, and
Disability Insurance (OASDI) program
have grown steadily since 1960,
amounting to $148.9 billion in 1992—an
8.7 percent increase from 1990 and a
62.7 percent increase over employer
outlays of $91.5 billion in 1985. This
increase was due partly to previously
enacted OASDI payroll tax increases
and automatic increases in the Social Security wage base
(earnings subject to taxes). Recent changes in the law
that increase income subject to Medicare taxes and likely
future FICA increases make a continuation of this trend
likely.

Employer outlays for workers’ compensation
amounted to $49.3 billion in 1991 and $53.4 billion in
1992, an increase of 8.3 percent. Until 1988, annual
increases in workers’ compensation costs outpaced all
other benefit increases, as premiums in many states
rose. Much of the premium increase is attributed to
increases in medical claims costs (Thompson, 1990).

Employer spending for unemployment insurance
rose to $26.0 billion in 1992, up from $23.0 billion in
1991, remaining steady at 0.7 percent of total compensa-
tion.

For more information on expenditures for
employee benefits, see the EBRI Databook on Employee
Benefits; and “Benefits and Total Compensation,” EBRI
Notes, January 1994.

3. What level of tax incentives supports
employee benefits?

Employee benefit plans have long enjoyed favorable tax
treatment for both employers and employees. For
example, health insurance premiums currently paid by
employers are deductible for the employer and are
excluded from the employee’s taxable income. Since the
beginning of the income tax in 1913, employer contribu-
tions for health and accident insurance have been

treated as nontaxable. If the tax
exclusion were repealed, and behav-
ior remained unchanged, the
additional federal revenue would
total $74 billion in 1994 (Congres-
sional Budget Office, 1994). Three
options are commonly proposed for
changes in the current tax treatment
of employment-based health insur-
ance. The first is to repeal the tax

exclusion entirely. The second is to limit the tax exclu-
sion by placing a cap on the amount of the premium that
may be excluded from an employee’s taxable income.
The third is to replace the tax exclusion with a tax credit
that would function as a health insurance voucher.
Families with low incomes would receive higher subsi-
dies, while high-income families would receive little or no
subsidy (Congressional Budget Office, 1994).

Employment-based pension plans also receive
favorable tax treatment. Contributions to pension plans
and earnings from the contributions are generally not
taxed until the funds are received by the worker. Defined
contribution and defined benefit plans are both subject to
sec. 415 limits on benefit levels and sec. 401(a)(17) limits
on the level of annual compensation that may be used to
determine contribution levels. There are also maximum
limits on the level of contributions that may be made to
defined contribution plans and on the level of funding of
defined benefit plans. This maximum limit places a cap
on the amount of contributions that may be claimed as
tax deductions for the plan sponsor. As a result, employ-
ers generally do not exceed contributions that will be
deductible for that year. In addition, nondeductible
employer contributions are subject to a 10 percent excise
tax.

The Revenue Act of 1978 added sec. 401(k) to the
Internal Revenue Code to help encourage workers to
save for retirement by allowing employees to set aside a
portion of their salary on a pre-tax basis in a retirement
savings vehicle and the assets to accumulate on a tax-
sheltered basis. Income tax is paid when funds are

Since the beginning of
the income tax in 1913,
employer contributions
for health and accident
insurance have been

treated as nontaxable.
If the tax exclusion
were repealed, and
behavior remained

unchanged, the addi-
tional federal revenue
would total $74 billion

in 1994.
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received from the plan.
According to estimates of the 1995 fiscal year

federal budget, if the tax exclusion of employment-based
pension contributions and earnings were repealed
(including both defined contribution and defined benefit
plans), and employer and employee behavior with regard
to contributions did not change, the federal government
would gain $48.8 billion in revenue in 1994.

Individual retirement accounts (IRAs) offer
another way for workers to save for retirement with tax-
deferred privileges. Individuals who are not active
participants in an employment-based retirement plan
can make fully tax-deductible contributions of up to a
$2,000 maximum per year.1 IRAs can also be used as
rollover vehicles for lump-sum distributions from em-
ployment-based pension plans or from other IRAs. The
revenue reduction as a result of the IRA exclusion
(assuming no change in consumer behavior) would be an
estimated $5.4 billion in 1994.

Some employers offer child care assistance. The
estimated revenue gain if the tax exclusion for employ-
ment-based child care assistance were repealed for fiscal
year 1994 is $675 million. Also, workers whose employ-
ers sponsor flexible spending accounts are able to pay for
health and child care expenses with pretax dollars.

For more information on taxation of employee
benefits, see the EBRI Databook on Employee Benefits;

1   Individuals who are not active participants in an employment-based
retirement plan can make fully tax-deductible contributions of up to a $2,000
maximum per year. Individuals who are active participants or whose spouse is
an active participant in an employment-based plan and whose adjusted gross
income (AGI) does not exceed $25,000 (single taxpayers) or $40,000 (married
taxpayers filing jointly) may make a fully deductible IRA contribution.
Individuals who are active participants or whose spouse is an active
participant in an employment-based plan and whose AGI falls between
$25,000 and $35,000 (single taxpayers) and between $40,000 and $50,000
(married taxpayers filing jointly) may make a fully deductible IRA contribu-
tion of less than $2,000 and a nondeductible IRA contribution for the balance,
as follows. The $2,000 maximum deductible deduction is reduced by $1 for
each $5 of income between the AGI limits. Individuals who are active
participants or whose spouse is an active participant in an employment-based
plan and whose AGI is at least $35,000 (single taxpayers) or at least $50,000
(married taxpayers, filing jointly) may only make nondeductible IRA
contributions of up to $2,000; earnings on the nondeductible contribution are
tax deferred until distributed to the IRA holder.

Pension Funding and Taxation: Implications for Tomor-
row, EBRI, 1994; “Pension Tax Expenditures: Are They
Worth the Cost?” EBRI Issue Brief no. 134; “Health
Reform: Examining the Alternatives,” EBRI Issue Brief
no. 147; and “Taxing Health Benefits: Whom Would It
Impact?” EBRI Notes, April 1993.

4. How many people currently receive
retirement income? What are the
sources and how much do they
receive?

In 1992, 71 percent of the 50.1 million individuals aged
55 and over received retirement benefits, including
private and public pensions, annuities, IRAs, Keoghs,
401(k)s, and Social Security (table 3).  In 1992,
24 percent of this population’s aggregate income came
from Social Security, 15 percent from assets, 43 percent
from earnings, and 15 percent from retirement income,
including employment-based pensions (table 4).  Pen-
sions and annuities as a proportion of elderly income
have increased over time. While pension and annuity
income represented 8.5 percent of the elderly
population’s income in 1974, it rose to 15.0 percent in
1992. Income from assets rose as a proportion of income
in the early 1980s, reaching a high of 20 percent in 1984,
and then fell off in the late 1980s and early 1990s to
15.2 percent in 1992 (table 4).

According to Census Bureau tabulations of
the Survey of Income and Program Participation
(SIPP), average monthly pension income among
all pension recipients rose from $745 in 1984 to
$794 in 1986, and then fell to $735 by 1991 (all years

Pensions and
Retirement Income
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followed the same trend as pension income alone,
although combined income was somewhat higher in 1991
than in 1984, unlike the pension income alone. This
suggests that Social Security income offset to some
degree the drop in average monthly pension income
between 1984 and 1991.

For more information on sources of retirement
income, see the EBRI Databook on Employee Benefits;
“Retirement Income Security: The Situation of Current
Retirees and Prospects for Current Workers,” EBRI
Policy Forum Paper, May 1994; and “Pension and Social
Security Income,” EBRI Notes, April 1994.

in 1991 dollars) (table 5). Pension income as defined in
SIPP includes annuities from employment-based pension
plans but excludes income generated from proceeds of
pension lump-sum distributions.2 If income generated
from preserved lump-sum distributions or assets attrib-
utable to lump-sum proceeds were included in these
tabulations, more retirees would show pension income,
and a greater share of income would show up as pension
income. Combined pension and Social Security income

2   See question #5 for data pertaining to lump-sum distributions.

Table 3
Sources of Income of the Elderly Aged 55 and Over, by Income, Percentage Distribution of Elderly and

Elderly Income by Income Source, Median Income, and Mean Income, 1992

Total Elderly Percentage Percentage
Receiving Receiving Income Total Distribution of Mediana Mean

Income by Source Income Income by Source Income Income

(thousands) (millions)

Total 50,699 100.0% $926,599 100.0% $11,858 $17,779

Earnings 17,748 35.0 397,634 42.9 15,840 7,630

Retirement Income 35,994 71.0 352,034 38.0 7,500 6,755
OASDIb 32,892 64.9 214,362 23.1 6,280 4,113
Private pensionsc 9,664 19.1 65,624 7.1 4,337 1,259

former worker 8,570 16.9 60,624 6.5 4,600 1,163
survivor 1,247 2.5 4,999 0.5 2,846 96

Public pensionsc 5,351 10.6 66,944 7.2 10,000 1,284
former worker 4,587 9.0 59,924 6.5 10,704 1,150
survivor 868 1.7 7,020 0.8 6,378 135

IRA/Keogh/401(k) 311 0.6 3,533 0.4 4,160 68
Annuitiesd 212 0.4 794 0.1 2,142 15
Other retirement 129 0.3 778 0.1 3,000 15

Income from Assets 34,953 68.9 136,933 14.8 969 2,627
Interest 33,839 66.7 88,277 9.5 587 1,694
Dividends 9,726 19.2 26,867 2.9 762 516
Rent, royalties, estates, and trusts 5,507 10.9 21,789 2.4 1,500 418

Financial Assistancee 219 0.4 701 0.1 1,800 13

Nonpension survivors benefits 682 1.3 7,757 0.8 4,694 149

Disability 821 1.6 6,489 0.7 5,835 125

Unemployment Compensation,
Workers Compensation,
and Veterans Benefits 3,098 6.1 13,792 1.5 2,640 265

Public Assistance/SSIf 2,701 5.3 7,395 0.8 2,232 142

Otherg 929 1.8 3,863 0.4 1,200 74

Source:  Employee Benefit Research Institute tabulations of the March 1993 Current Population Survey.
aMedian income by source includes only individuals receiving income from the source being measured.
bOld-Age, Survivors, and Disability Insurance includes railroad retirement, disability and survivors income.
cDoes not include disability benefits.
dDoes not include survivor or disability payments.
eIncludes regular financial assistance from friends or relatives not living in the individual's household.
fSupplemental Security Income.
gIncludes educational assistance, child support, alimony, and other sources of income.
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Table 4
Sources of the Elderly’s Income Over Time, Selected Years 1974–1992

1974a 1979 1984 1989 1992

Distribution of the Elderly by Receipt of Income Sources

Total income 100.0% 100.0% 100.0% 100.0% 100.0%
OASDIb 58.2 59.4 61.7 64.4 65.4
Pensions and annuitiesa,c 18.2 20.6 24.2 28.8 30.2
Income from assets 46.1 70.4 70.2 70.8 69.0
Earnings 46.4 39.4 36.4 36.0 35.0
Othera,d 16.0 15.7 14.2 13.7 13.9

Distribution of Elderly Income by Income Source

Total income 100.0% 100.0% 100.0% 100.0% 100.0%
OASDIb 19.5 20.3 21.4 21.7 23.6
Pensions and annuitiesa,c 8.5 10.0 11.1 13.5 15.0
Income from assets 11.5 14.1 20.0 18.5 15.2
Earnings 57.2 52.5 44.6 43.4 42.9
Othera,d 3.3 3.1 2.8 2.8 3.2

Source:  Employee Benefit Research Institute tabulations of the March 1975, March 1980, March 1985, March 1990, and March
1993 Current Population Surveys.
aIn 1974, the percentage of elderly individuals receiving pension income and the percentage of income represented by pension
income may be overstated and the percentage of people receiving other income and the portion of income represented by
other income sources may be understated. Total private pension income in 1974 totaled $10,451 million; however, some
sources of income in the other category are included in private pension income; therefore, the actual pension total is overstated
by between 2 percent and 12 percent, or is between $9,221 million and $10,243 million. Similarly, public pension income in
1974 totaled $13,603 but is potentially overstated by between 7 percent and 18 percent, falling in the range of $11,226 million
and $12,638 million. Income from other income sources is understated by the amount pension income is overstated.

bOld-Age, Survivors, and Disability Insurance. Includes railroad retirement, disability and survivors’ income.
cIncludes pension and annuity survivors and disability benefits.
dIncludes public assistance, Supplemental Security Income, unemployment compensation, workers’ compensation, veteran’s
benefits, nonpension survivors’ benefits, nonpension disability benefits, educational assistance, child support, alimony, regular
financial assistance from friends or relatives not living in the individual’s household, and other sources of income.

5. How many people receive lump-sum
distributions each year? How much
money is distributed? How much
money distributed is rolled over into
an individual retirement account?

The number of lump-sum total distributions rose
from 11.4 million in 1987 to 12.2 million in 1988 and
then declined to 10.8 million in 1990. While the
number of distributions declined over this period,
the amount distributed increased steadily from
$80.3 billion in 1987 to $125.8 billion in 1990.  By
comparison, retirement benefit annuity payments from
employment-based plans totaled $197 billion in 1987 and
$234 billion in 1990.

While 61 percent of all 1990 distributions were
premature, i.e., they occurred before the recipient
reached age 59 1/2, 38 percent of all funds distributed
were from a premature distribution. Normal distribu-
tions, i.e., those made to recipients who were at least
aged 59 1/2, accounted for 25 percent of all distributions
and 34 percent of all funds distributed in 1990.

In 1993, 11 percent of all current workers aged
25–64 received a preretirement lump-sum distribution
from a previous employer’s pension plan, according to
U.S. Department of Labor tabulations of the April 1993
Current Population Survey. The median amount re-
ceived, in 1993 dollars, was $3,840. Among all
preretirement lump-sum recipients, approximately
30 percent spent the entire sum, while 20 percent
put the full amount into retirement savings, and
35 percent saved or invested the money in some
other form. Before 1980, 6 percent of preretirement
lump-sum funds were put into retirement savings. This
rate increased to 15 percent between 1980 and 1986 and
to 27 percent between 1987 and 1993.

For more information on lump-sum distribu-
tions, see “Retirement Program Lump-Sum
Distributions: Hundreds of Billions in Hidden Income,
EBRI Issue Brief no. 146; Department of Labor, “Pension
and Health Benefits of American Workers: New Findings
from the April 1993 Current Population Survey,” May,
1994; and forthcoming EBRI Issue Brief providing
detailed information on the April 1993 Current Popula-
tion Survey.
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Table 5
Average Pension and Combined Pension and Social Security Income, 1984, 1986, 1991

Average Monthly Average Monthly Pension
Individuals Pension Income and Social Security Income

1984 1986 1991 1984 1986 1991 1984 1986 1991

(thousands)

Totala 11,547 12,378 13,680 $745 $794 $735 $1,224 $1,299 $1,244

Sex
Male 7,671 8,422 9,195 878 925 859 1,353 1,442 1,383
Female 3,875 3,956 4,485 480 518 481 970 994 958

Age
55–59 928 968 985 1,220 1,156 1,033 1,268 1,218 1,095
60–61 546 614 714 1,053 1,283 1,124 1,155 1,360 1,190
62–64 1,492 1,599 1,622 932 882 808 1,379 1,336 1,264
65 and over 7,736 8,439 9,792 598 662 641 1,210 1,299 1,262

65–69 3,029 3,162 3,447 700 774 735 1,311 1,381 1,325
70 and over 4,706 5,277 6,344 532 595 591 1,143 1,249 1,228

Source: Employee Benefit Research Institute compilation of Bureau of Census Survey of Income and Program Participation tables.
Note: All figures are in 1991 dollars.
aIncludes individuals aged 25 and over.

6. What is the total number of private
pension plans? What is the break-
down of these plans by number of
participants?

Between 1975 and 1985, the number of private
plans more than doubled, from 311,100 to 632,100,
increasing an average of 32,000 plans per year. The
number of plans continued to increase through
1989, and then began a downturn.  The total num-
ber of private pension plans dropped to 712,300 in
1990 from 731,400 in 1989 (table 6). The total num-
ber of private defined benefit plans dropped from
132,500 in 1989 to 113,100 in 1990—a 14.6 percent
decrease. Conversely, the total number of private
defined contribution plans rose slightly, from
598,900 to 599,200, between 1989 and 1990.

Defined Benefit Plans—As a percentage of all
private pension plans, defined benefit plans fell
from 33.2 percent in 1975 to 15.9 percent in 1990.
However, there is no evidence of a shift from defined
benefit plans to defined contribution plans. Between
1985 and 1990, 75 percent of the defined benefit plan
terminations occurred among small plans with only two
to nine active participants.

Defined Contribution Plans—Defined contribution
plans have increased as a percentage of all private
pension plans from 66.8 percent in 1975 to

84.1 percent in 1990.  The most common forms of
defined contribution plans are profit sharing and thrift/
savings plans. Other forms include money purchase
plans, target benefit plans, stock bonus, 403(b) tax-
deferred annuities, and simplified employee pensions
(SEPs).

Many of these plans can be structured to include
401(k) arrangements or employee stock ownership plans
(ESOPs). Most 401(k)s are part of a profit-sharing or
thrift plan. ESOPs are often part of a combination stock
bonus and money purchase pension plan (Turner and
Beller, 1989).

For more information on trends in pension plans,
see “Pension Evolution in a Changing Economy,” EBRI
Issue Brief no. 141.

7. How many workers participate in
employment-based pension plans?
How does participation differ by
demographic and work force
characteristics?

According to Census Bureau tabulations of the
1990 Survey of Income and Program Participation
(SIPP), the pension coverage rate of wage and
salary workers aged 25 and over went from
67.1 percent in 1984 down to 66.4 percent in 1987
and then rose to 67.6 percent in 1991 (table 7). The
participation rate went from 55.1 percent to
52.7 percent to 53.1 percent. In 1984, 52.7 million
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Table 6
Private Pension Plans, by Type of Plan, Selected Years 1975–1990

Plan Type 1975 1980 1984 1985 1986 1987 1988 1989 1990

(thousands)
All Private Plans

Total 311.1 488.9 604.4 632.1 717.6 733.0 729.9 731.4 712.3
defined benefit 103.3 148.1 165.0 170.2 172.6 163.1 146.0 132.5 113.1
defined contribution 207.7 340.8 436.4 462.0 545.0 570.0 584.0 598.9 599.2

Private Single Employer Plansa

Total 308.7 486.1 601.4 629.1 714.6 729.9 726.6 728.3 709.4
defined benefit 101.2 145.8 165.7 167.9 170.4 160.9 143.8 130.5 111.3
defined contribution 207.4 340.4 435.7 461.2 544.1 569.0 582.8 597.8 598.2

Private Multiemployer Plansb

Total 2.4 2.8 3.0 3.1 3.1 3.1 3.3 3.1 2.9
defined benefit 2.1 2.3 2.3 2.3 2.2 2.2 2.1 2.0 1.8
defined contribution 0.3 0.4 0.7 0.8 0.9 1.0 1.2 1.1 1.1

(percentage of all private plans)
All Private Plans

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
defined benefit 33.2 30.3 27.3 26.9 24.1 22.3 19.3 18.1 15.9
defined contribution 66.8 69.7 72.5 73.3 76.1 78.0 80.7 81.9 84.1

Private Single Employer Plansa

Defined benefit 32.5 29.8 27.4 26.6 23.8 22.0 19.0 17.8 15.6
Defined contribution 66.7 69.6 72.1 73.0 75.8 77.6 80.5 81.7 84.0

Private Multiemployer Plansb

Defined benefit 0.7 0.5 0.4 0.4 0.3 0.3 0.3 0.3 0.3
Defined contribution 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.2 0.2

Source:  U.S. Department of Labor, Pension and Welfare Benefits Administration, Private Pension Plan Bulletin: Abstract of 1990 Form
5500 Annual Reports (Washington, DC: U.S. Department of Labor, 1993).
Note: Excludes all plans with only one participant.
aIncludes single employer plans, plans of controlled groups of corporations and multiple-employer noncollectively bargained plans.
bIncludes multiemployer plans and multiple-employer collectively bargained plans.

Table 7
Pension Eligibility—Wage and Salary Workers Aged 25 and Over:  1984, 1987, and 1991

Percentage Number Percentage Number Percentage Number
of Workers of Workers of Workers of Workers of Workers of Workers

Year Workers Covered Covered Participating Participating Vested Vested

(thousands) (thousands) (thousands) (thousands)
All Workers

1984 78,619   67.1% 52,727   55.1% 43,290   45.1% 35,479
1987 83,962 66.4 55,738 52.7 44,297 44.8 37,604
1991 90,785 67.6 61,402 53.1 48,204 47.4 43,059

Males
1984 43,467 69.8 30,351 61.0 26,496 50.3 21,865
1987 45,047 68.8 31,006 57.8 26,040 48.9 22,045
1991 48,381 68.5 33,136 56.6 27,368 50.3 24,345

Females
1984 35,152 63.7 22,376 47.8 16,793 38.7 13,614
1987 38,916 63.5 24,731 46.9 18,239 40.0 15,559
1991 42,404 66.7 28,266 49.1 20,836 44.1 18,714

Source:  Unpublished tabulations of the Survey of Income and Program Participation by the U.S. Department of Commerce,
Bureau of the Census.
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workers were covered by an employment-based
plan, compared with 55.7 million in 1987 and
61.4 million in 1991. The number of workers par-
ticipating rose from 43.3 million in 1984 to
44.3 million in 1987 to 48.2 million in 1991.  The
proportion of workers vested in a plan was higher in
1991 than in 1984; it fell slightly from 45.1 percent in
1984 to 44.8 percent in 1987 and then rose 2.6 percent-
age points to 47.4 percent in 1991. The number of
workers vested rose from 35.5 million to 37.6 million to
43.1 million over this period (table 7).

These trends were driven by sizable increases in
the coverage rates, participation rates, and vesting rates
of female workers between 1987 and 1991. After a slight
drop from 63.7 percent in 1984 to 63.5 percent in 1987,
the coverage rate among female workers rose over
3 percentage points to 66.7 percent in 1991 (table 7).
After falling from 47.8 percent to 46.9 percent between
1984 and 1987, the participation rate among female
workers rose over 2 percentage points to 49.1 percent in
1991. The vesting rate among female workers rose from
38.7 percent in 1984 to 40.0 percent in 1987 to
44.1 percent in 1991 (table 7).

By comparison, both coverage rates and partici-
pation rates for male workers fell between 1987 and
1991, although by smaller increments than the fall
between 1984 and 1987. The male coverage rate fell from
69.8 percent in 1984 to 68.8 percent in 1987 to
68.5 percent in 1991 (table 7). The male participation
rate fell from 61.0 percent in 1984 to 57.8 percent in
1987 to 56.6 percent in 1991. After falling from
50.3 percent in 1984 to 48.9 percent in 1987, the vesting
rate among male workers increased to 50.3 percent in
1991 (table 7). These data indicate that the previously
documented fall in pension coverage and participation
during the 1980s3 may have reversed direction or at
least ceased declining.

According to U.S. Department of Labor (DOL)
tabulations of the April 1993 Current Population Survey,
50 percent of all full-time private wage and salary
workers in 1993 participated in an employment-based
pension plan (table 8), compared with 48 percent in 1988.
Coverage under an employment-based pension plan does
not necessarily mean that a worker is an active partici-
pant in the plan. The worker may not have been
employed long enough to qualify for participation, may
be in a particular job that is not eligible for the plan, or
may have chosen not to participate when there is an
option. In 1993, of the 64 percent of all wage and salary
workers covered by an employment-based pension,
77 percent participated in the plan. Thus, 49 percent of
all wage and salary workers actually participated in an
employment-based pension plan (table 8). Coverage and
participation rates were higher in the public sector than
in the private sector: 91 percent versus 58 percent for
coverage and 77 percent versus 43 percent for participa-
tion. The coverage rate among all full-time wage and
salary workers was 68 percent, and the participation
rate was 56 percent, while part-time workers had a
coverage rate of 43 percent and a participation rate of
15 percent (table 8). The coverage rate for males and
females was identical at 64 percent. However, the
participation rate for males (51 percent) was slightly
higher than that for females (46 percent) (table 8).

Pension participation generally rose with
earnings. Eight percent of full-time private wage and
salary workers with annual earnings of less than
$10,000 participated in an employment-based pension
plan. The participation rate reached 73 percent for those
earning $35,000–$39,999, and reached a high of
81 percent for those earning $50,000 or more (table 8).
Thus, while the likelihood of a worker participating in a
pension plan increased as his or her earnings rose, most
of those covered can be broadly labeled as middle and

National Bureau of Economic Research, 1992); and Tabitha A. Doescher, “Are
Pension Coverage Rates Declining?”, presented at U.S. Department of Labor
conference, Pension Coverage: Where Are We Going?, Washington, DC, April
1993.

3  See Emily S. Andrews, “Changes in Pension Plan Coverage and Participa-
tion Rates, 1979–1988,” Benefits Quarterly (Second Quarter 1993): 31–39;
David E. Bloom and Richard B. Freeman, “The Fall in Private Pension
Coverage in the U.S.,” NBER Working Paper no. 3973 (Cambridge, MA:
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Table 8
Pension Coverage and Participation Among Wage and Salary Workers, 1993

Percentage of Percentage of
All  Wage and Total Workers Who  Workers Who Total
Salary Workers Workers Are Covereda Participateb Participants

(thousands) (percentage) (percentage) (thousands)

Total 107,275 64% 49% 52,565

Industry
Private 88,679 58 43 38,132
Public 18,596 91 77 14,319

Work Status
Part time 18,659 43 15 2,799
Full time 88,616 68 56 49,625

Gender
Male 56,740 64 51 28,937
Female 50,535 64 46 23,246

All Full-Time Private Wage and Salary Workers

Total 72,752 c 50 36,376

Total Annual Earnings
Less than $10,000 5,063 c 8 405
$10,000–$14,999 11,785 c 27 3,182
$15,000–$19,999 11,336 c 42 4,761
$20,000–$24,999 9,705 c 57 5,532
$25,000–$29,999 7,478 c 62 4,636
$30,000–$34,999 5,321 c 67 3,565
$35,000–$39,999 4,003 c 73 2,922
$40,000–$49,999 5,033 c 78 3,926
$50,000–$74,999 4,695 c 81 3,803
$75,000 and over 2,194 c 81 1,777
no response 6,139 c 27 1,658

Firm Size
Under 10 10,482 c 13 1,363
10–24 6,599 c 25 1,650
25–49 5,258 c 30 1,577
50–99 4,885 c 42 2,052
100–249 5,630 c 53 2,984
250–499 3,657 c 62 2,267
500–999 3,648 c 62 2,262
1,000 or more 27,340 c 73 19,958
Don’t know 4,916 c 38 1,868
No response 338 c 45 152

Age
Under 25 8,784 c 21 1,845
25–29 10,629 c 41 4,358
30–34 12,096 c 50 6,048
35–39 11,247 c 54 6,073
40–44 9,412 c 58 5,459
45–49 7,576 c 63 4,773
50–54 5,624 c 61 3,431
55–59 4,175 c 59 2,463
60–64 2,262 c 56 1,267
65 and over 946 c 46 435

Union Status
Covered 9,413 c 77 7,248
Not covered 58,065 c 47 27,291
Data not available 5,274 c 28 1,477

Source: Employee Benefit Research Institute tabulations of  U.S. Department of Labor
tabulations of the April 1993 Current Population Survey.
aA worker is covered if his or her firm provides a pension plan for some or all of its
employees.

bParticipation in any type of employment-based plan providing retirement benefits,
including defined benefit plans, 401(k) plans, deferred profit-sharing, and stock plans.

cData not available.

upper middle class.
Participation rates were also

strongly positively correlated with
firm size. While 13 percent of workers
in firms with fewer than 10 employ-
ees participated in an employment-
based plan, 73 percent of those
working in firms with 1,000 or more
employees participated in a plan
(table 8).

Employment-based pension
plan participation rates increased and
then decreased with worker age.
Among workers aged 25–29 years,
41 percent participated. Participation
rates peaked for workers aged 45–49
at 63 percent, and then fell to
56 percent for workers aged 60–64
and 46 percent for workers aged 65
and over. Workers in union-covered
jobs were more likely to participate in
a pension plan than workers who
were in non union-covered jobs:
77 percent versus 47 percent.

Among the 76 percent of
all private pension plan partici-
pants who participated in a single
plan, 30 percent named a defined
benefit plan as their pension plan
type, 58 percent named a defined
contribution plan as their pen-
sion plan type, and 12 percent did
not know their plan type. Among
the private wage and salary workers
who participated in both a defined
benefit plan and a defined contribu-
tion plan, 40 percent named their
defined benefit plan as their most
important plan, while 60 percent
named their defined contribution plan
as most important.
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For more information on
pension plan coverage and participation, see “Pension
Coverage and Participation Growth: A New Look at
Primary and Supplemental Plans,” EBRI Issue Brief no.
144; U.S. Department of Labor, “Pension and Health
Benefits of American Workers: New Findings from the
April 1993 Current Population Survey,” May, 1994; and
forthcoming EBRI Issue Brief providing detailed infor-
mation on the April 1993 Current Population Survey.

8. How much do pension plans hold in
assets? Where are the funds
invested?

Private and public pension funds held $4.6 trillion
in assets at the end of 1993. The 1993 year-end
assets are more than triple the asset level of 1983
(nominal terms) (table 9).

Assets in private pension plans include trusteed
funds managed by a trustee, who may be an employee of
the plan sponsor, a bank, or a trust company, and funds
managed by life insurance companies, which receive
premiums from the plan sponsor and guarantee payment
of future benefits.

Pension assets are divided among private
trusteed, private pensions with life insurance companies,
and public funds, with assets in trusteed funds account-
ing for approximately 55 percent of total assets and life
insurance funds holding 15 percent. A closer look at the
asset allocation of private trusteed funds indicates that
in 1993, 24.7 percent of the assets were in single-em-
ployer defined benefit plans, 23.1 percent were in
single-employer defined contribution plans, and
6.7 percent were in multiemployer plans (table 9). No
data are available to show the distribution of fund assets
with insurance companies between defined benefit and
defined contribution plans.

Assets in state and local retirement funds
totaled $1.1 trillion at the end of 1993, representing
23.2 percent of all pension fund assets.  While there are
no data available to show the distribution of these assets

Private and public
pension funds held

$4.6 trillion in assets
at the end of 1993. The

1993 year-end assets
are more than triple

the asset level of 1983.
between defined benefit and defined

contribution plans, the U.S. Department of Labor,
Bureau of Labor Statistics data from 1992 show that
87 percent of full-time employees in state and local
governments were participants in defined benefit plans,
while 9 percent participated in defined contribution
plans. Assets in the federal government pension funds
amounted to $331.1 billion at the end of 1993, represent-
ing 7.2 percent of total pension assets. This amount
includes only defined benefit plan funds. The Flow of
Funds data source does not include the Thrift Savings
Plan in its federal pension total. However, the Thrift
Savings Plan had $20.1 billion in defined contribution
plan assets in 1993.

Investment—While some observers view pension fund
assets as one lump of money, in practice, pension funds
differ markedly in management, investment policies, and
investment allocation. Some of this diversity can be seen
in the portfolio allocations of various types of plans.

At the end of 1993, single-employer defined
contribution plans held 45.2 percent of their assets in
equity, 22.9 percent in bonds, 12.7 percent in cash, and
19.1 percent in other asset categories, including real
estate holdings, mortgage-backed securities, guaranteed
investment contracts, and mutual funds. In comparison,
defined benefit plans held 42.0 percent of their assets in
equity, 27.5 percent in bonds, 9.5 percent in cash, and
21.1 percent in other assets. Multiemployer plans held
38.5 percent in equity, 36.0 percent in bonds, 9.3 percent
in cash, and 16.2 in other assets. (These data are for
private trusteed funds only; most pension funds man-
aged by life insurance companies are in insurance
company general accounts, which are commingled with
nonpension assets.) State and local government funds
are proportionately more heavily invested in bonds than
other plans, with 44 percent of assets in bonds,
48 percent in equity, 5 percent in cash, and 3 percent in
other investments.

The allocation of assets among the various types
of pension plans appears to be changing somewhat.
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Table 9
Assets a of Private and Public Pension Funds, 1983–1993

Private Trusteed Public

  Single-employer

defined defined Multi- Private Federal State and local
Year benefit contribution employer Insured government government Total

($ billions)

1983 $  514 $  255 $  85 $ 251.7 $112.0 $  305.5 $1,523
1984 531 290 97 290.8 130.0 350.4 1,689
1985 648 385 123 346.7 148.8 398.1 2,050
1986 751 460 154 409.7 169.6 462.3 2,407
1987 759 524 170 458.7 188.4 508.4 2,609
1988 752 563 177 516.4 208.1 596.5 2,813
1989 882 686 230 572.5 228.9 721.9 3,321
1990 848 651 225 636.1 250.5 736.6 3,347
1991 1,032 834 267 678.1 276.0 859.7 3,947
1992 1,065 948 288 694.7 303.5 969.2 4,268
1993 1,134 1,063 308 694.7b 331.1 1,065.2 4,596

(as a percentage of total pension assets)

1983 33.7% 16.7% 5.6% 16.5% 7.4% 20.1% 100.0%
1984 31.4 17.2 5.7 17.2 7.7 20.7 100.0
1985 31.6 18.8 6.0 16.9 7.3 19.4 100.0
1986 31.2 19.1 6.4 17.0 7.0 19.2 100.0
1987 29.1 20.1 6.5 17.6 7.2 19.5 100.0
1988 26.7 20.0 6.3 18.4 7.4 21.2 100.0
1989 26.6 20.7 6.9 17.2 6.9 21.7 100.0
1990 25.3 19.4 6.7 19.0 7.5 22.0 100.0
1991 26.1 21.1 6.8 17.2 7.0 21.8 100.0
1992 25.0 22.2 6.7 16.3 7.1 22.7 100.0
1993 24.7 23.1 6.7 15.1b 7.2 23.2 100.0

Source:  Employee Benefit Research Institute, Quarterly Pension Investment Report, fourth quarter 1993 (Washington, DC:
Employee Benefit Research Institute, 1994); Board of Governors of the Federal Reserve System, Flow of Funds Accounts, Flows
and Outstandings Fourth Quarter 1993 (Washington, DC: Board of Governors of the Federal Reserve System, 1994).
 aData for private trusteed funds include all assets.  Due to reporting differences among the sources, public fund data include only

financial assets, not real estate, physical property, or receivables.  Private insured numbers exclude real estate. All assets are at
market value, except state and local government funds, which (except for equity) are at book value.

 bData for 1992.

While private single-employer defined contribution plans
invest the greatest proportion of assets in equity relative
to other plans, differences in asset allocation are lessen-
ing. In 1993, private defined benefit plans held
about 42 percent of assets in equity and 27 percent
in bonds, essentially the same as 1983; while state
and local plans held 29 percent of their assets in
equity and 61 percent in bonds in 1983, compared
with 44 percent in bonds in 1993.

The motivation behind differences in asset
allocation among plan types is not entirely clear. Work
force demographics and certain constraints on contribu-
tions may have some significance. In particular, state
and local government pension funds are often encour-
aged to invest in certain state or municipal projects
(usually funded through the issuance of bonds) or are
limited under state laws to a maximum investment in
certain vehicles, particularly equities.

For more information on pension plan assets, see

EBRI Quarterly Pension Investment Report, Fourth
Quarter 1993; and “Pension Evolution in a Changing
Economy,” EBRI Issue Brief no. 141.

9. What are 401(k)s? How many
workers participate in 401(k) plans?

One dramatic development with employment-based
pension plans over the last decade has been the in-
creased role played by salary reduction plans, e.g.,
401(k), 457, and 403(b) plans, as both primary and
supplemental retirement income vehicles. Sec. 401(k) of
the Internal Revenue Code permits employers to struc-
ture defined contribution plans to allow employees to
elect to have a portion of their compensation contributed
to a qualified pension or profit-sharing plan on a before-
tax basis. Employers sometimes match all or a portion of
the employee’s contribution. These cash or deferred
arrangement (CODA) plans, commonly referred to as
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401(k) plans, formally qualified for favorable tax treat-
ment in the Revenue Act of 1978 (U.S. General
Accounting Office, 1988). As with other qualified plans,
the employer contribution and the employee’s pretax
contribution (below legal limits) are not treated as
taxable income until money is withdrawn. In 1993,
27 percent of full-time private wage and salary
workers participated in a salary reduction plan
(table 10), compared to an estimated 15 percent in
1988 and 3 percent in 1983. The percentage of all
private wage and salary workers whose employer
offered a salary reduction plan increased from an
estimated 7 percent in 1983 to 25 percent in 1988
and 35 percent in 1993.

Participation by Work Status and Gender—Full-time
workers are much more likely than part-time workers to
participate in a CODA (27 percent and 6 percent, respec-
tively).  A gender difference is apparent as well;
21 percent of women participated in a plan in 1993,
compared with 26 percent of men (table 10).

Participation by Earnings—There are several employ-
ment variables associated with CODA eligibility and
participation. Participation in a CODA is higher among
workers with higher earnings. In 1993, 19 percent of
private wage and salary workers earning $15,000–
$19,999 per year reported CODA participation,
representing 14 percent of the population. This compares
with 43 percent of workers with annual earnings of
$35,000–$39,999 who report participation, representing
5 percent of the population (table 10).

Participation by Firm Size and Age—In 1993, 38 percent
of workers employed by firms with 1,000 or more employ-
ees, who represent 36 percent of all private wage and
salary workers, participated in a CODA. This compares
with 4 percent of workers in firms with fewer than
10 employees, who represent 17 percent of all private
wage and salary workers (table 10). The percentage of
private wage and salary workers participating in a

CODA increases from 20 percent of those aged 25–29
(14 percent of all private wage and salary workers) to
31 percent of those aged 45–54 (17 percent of workers),
and then drops to 23 percent of those aged 60–64
(3 percent of workers).

For more information on 401(k) plans, see
“Pension Coverage and Participation Growth: A New
Look at Primary and Supplemental Plans,” EBRI Issue
Brief no. 144; U.S. Department of Labor, “Pension and
Health Benefits of American Workers: New Findings
from the April 1993 Current Population Survey,” May
1994; and forthcoming EBRI Issue Brief providing
detailed information on the April 1993 Current Popula-
tion Survey.

Health Benefits

10. How much does the United States
spend annually on health care, and
what are the different types of
expenditures? What percentage of
Gross Domestic Product (GDP) goes
toward health expenditures?

According to the Congressional Budget Office
(CBO), U.S. expenditures on health care were
expected to have reached $898 billion in 1993, up
from $751.8 billion in 1991, an increase of
19.4 percent in nominal terms (U.S. General Ac-
counting Office, 1993a) (table 11). Health care
spending accounted for 13.2 percent of GDP in
1991, is estimated to have reached 14.3 percent of
GDP by 1993, and is projected to reach 15.4 percent
by 1995. Health spending has continued to outgrow the
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Table 10
Salary Reduction Plan a Coverage and Participation Among Wage and Salary Workers, 1993

Percentage Covered Percentage of Percentage of All Percentage of
Number by Salary Covered Workers Workers Who Participants by

of Workers Reduction plan Who Participate Participate Demographics

(thousands) (percentage) (percentage) (percentage) (percentage)

All Wage and Salary Workers

Total 107,275 37% 65% 24% 100%

Industry
Private 88,679 35 67 23 83
Public 18,596 46 57 26 17

Work Status
Full time 88,616 41 67 27 83
Part time 18,659 15 39 6 17

Gender
Male 56,740 38 69 26 53
Female 50,535 35 60 21 47

All Private Wage and Salary Workers

Total 88,679 35 67 23 100

Total Annual Earnings
Under $10,000 15,061 10 30 3 17
$10,000–$14,999 13,617 21 44 9 15
$15,000–$19,999 12,257 35 55 19 14
$20,000–$24,999 10,056 43 64 27 11
$25,000–$29,999 7,658 45 69 31 9
$30,000–$34,999 5,413 51 74 38 6
$35,000–$39,999 4,087 60 71 43 5
$40,000–$49,999 5,121 61 80 49 6
$50,000–$74,999 4,741 67 85 57 5
$75,000 and over 2,204 69 90 62 2
No response 8,464 15 69 10 10

Firm Size
Fewer than 10 14,554 5 75 4 17
10–24 8,341 11 71 8 10
25–49 6,247 19 63 12 7
50–99 5,559 29 73 21 6
100–249 6,424 38 67 26 7
250–499 4,155 49 66 33 5
500–999 4,167 49 63 31 5
1,000 or more 32,240 56 68 38 36
Don’t know 6,591 21 50 11 7
No response 401 29 59 17 0

Age
Under 25 15,089 17 34 6 17
25–29 12,179 35 57 20 14
30–34 13,648 39 69 27 16
35–39 12,730 40 71 29 15
40–44 10,597 41 70 28 12
45–49 8,407 41 76 31 10
50–54 6,306 39 79 31 7
55–59 4,789 35 77 27 6
60–64 2,940 33 72 23 3
65 and over 1,994 20 59 12 0

Source: Employee Benefit Research Institute tabulations of U.S. Department of Labor tabulations of the April 1993 Current
Population Survey.
Note: Details may not add to totals due to rounding.
aIncludes all plans providing for employee salary deferrals.
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Table 11
National Health Expenditures, by Source of Payment and Type of Expenditure and

as a Percentage of Gross Domestic Product, Selected Years, 1965–1995

Source of Payment 1965 1970 1975 1980 1985 1990 1991 1993a 1995a

($ billions)

National Health Expenditures $41.6 $74.4 $132.9 $250.1 $422.6 $666.2 $751.8 $898 $1,069
Private 31.3 46.7 77.8 145.0 247.9 383.6 421.8 488 568

consumer 29.0 42.3 71.4 132.9 228.5 352.9 388.6 451 525
direct payments (out of pocket) 19.0 25.6 38.5 59.5 94.4 136.1 144.3 162 182
private health insurance 10.0 16.7 32.9 73.4 134.1 216.8 244.4 289 343

other private 2.3 4.4 6.3 12.1 19.4 30.6 33.2 37 42
Government 10.3 27.7 55.1 105.2 174.8 282.6 330.0 410 502

federal 4.8 17.7 36.4 72.0 123.6 195.4 222.9 280 346
state and local 5.5 9.9 18.7 33.2 51.2 87.3 107.1 130 156

Type of Expenditure ($ billions)

National Health Expenditures $41.6 $74.4 $132.9 $250.1 $422.6 $675.0 $751.8 $898 $1,069
Health services and supplies 38.2 69.1 124.7 238.8 407.4 643.4 728.6 874 1,042

personal health care expenses 35.6 64.9 116.6 219.5 369.8 585.3 660.2 794 951
hospital care 14.0 27.9 52.4 102.4 148.6 256.0 288.6 340 400
physicians’ services 8.2 13.6 23.3 41.9 73.9 125.7 142.0 168 204
dentists’ services 2.8 4.7 8.2 14.4 23.2 34.0 37.1 43 50
other professional services 0.9 1.5 3.5 8.7 16.6 31.6 35.8 47 61
home health care 0.1 0.1 0.4 1.4 4.0 6.9 9.8 18 27
drugs and other medical
   nondurables 5.9 8.8 13.0 21.6 36.1 54.6 60.7 70 80
vision products and other
   medical durables 1.2 2.0 3.1 4.5 7.2 12.1 12.4 14 16
nursing home care 1.7 4.9 9.9 20.0 34.1 53.1 59.9 74 91
other health services 0.8 1.4 2.7 4.5 6.4 11.3 14.0 18 22

program administration, net
cost of private health insurance 1.9 2.8 5.1 12.2 25.2 38.7 43.9 51 59

government public health activities 0.6 1.4 3.0 7.3 12.4 19.3 24.5 29 32
Research and construction 3.5 5.3 8.3 11.3 15.3 22.8 23.1 24 27

noncommercial research 1.5 2.0 3.3 5.4 7.9 12.4 12.6 14 16
construction 1.9 3.4 5.0 5.9 7.7 10.4 10.6 10 11

National Health Expenditures
as a Percentage of GDP 5.9% 7.4% 8.4% 9.2% 10.5% 12.2% 13.2% 14.3% 15.4%

Source: Katharine R. Levit, Helen C. Lazenby, Cathy A. Cowan, and Suzanne W. Letsch, “National Health Expenditures, 1991,”
Health Care Financing Review  (Winter 1993); and Congressional Budget Office, Projections of National Health Expenditures: 1993
Update, memorandum, October 1993.
Note: Details may not add to totals due to rounding.
aProjections calculated by the Congressional Budget Office.  Figures are not directly comparable to 1991 and earlier years. 1991 is

the most recent year for which the Health Care Financing Administration calculated national health expenditures.

other economic sectors combined and currently amounts to
more than twice the proportion of GDP that it accounted
for in 1965 (5.9 percent).

Public Expenditures—In 1991, total government expendi-
tures on health care were $330.0 billion, or 44 percent of
national health expenditures (table 11). The federal
government spent $222.9 billion (30 percent of total
expenditures) on health care, while state and local govern-
ments contributed $107.1 billion (14 percent). Federal
government expenditures accounted for only
12 percent of total health expenditures in 1965 (the year
prior to the implementation of the Medicare/Medicaid
program). The proportion of national health expenditures
accounted for by public sources has risen slowly since the
early 1970s.

Private Expenditures—Private expenditures totaled
$421.8 billion (56 percent of health spending) in 1991
(table 11). Private insurance payments of nearly
$244.4 billion in 1991 accounted for the largest portion of
private expenditures for health care. Direct out-of-pocket
payments for health care amounted to $144.3 billion.
Out-of-pocket payments declined from 34 percent of total
expenditures in 1970 to 19 percent in 1991, and private
insurance payments increased from 22 percent to
33 percent of total health expenditures over the same
period.

Types of Expenditures—In 1991, nearly all (97 percent)
health care spending was allocated to health services
and supplies, with research and construction expenses
accounting for the remaining 3 percent. Personal health
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Table 12
Nonelderly and Elderly Americans with Selected Sources of Health Insurance Coverage, 1989–1992

Total Population Nonelderly Elderly

Source of Coverage 1989 1990 1991 1992 1989 1990 1991 1992 1989 1990 1991 1992

(millions)

Total Population 243.3 246.0 248.7 251.7 213.7 215.9 218.1 220.8 29.6 30.1 30.6 30.9

Total with Private Health
Insurance 180.4 178.9 178.4 177.5 160.4 158.3 157.7 156.6 20.0 20.6 20.7 20.9

Employer coverage 150.2 148.7 150.0 148.0 140.8 138.7 139.8 138.0 9.4 10.0 10.1 10.1
Other private coverage 30.3 30.3 28.6 29.6 19.7 19.7 18.0 18.8 10.6 10.6 10.6 10.8

Total with Public Health
Insurance 54.5 58.1 61.2 63.2 26.2 29.2 31.7 33.4 28.3 28.9 29.5 29.8

Medicare 31.5 32.3 32.9 33.7 3.2 3.5 3.5 4.0 28.2 28.8 29.4 29.7
Medicaid 21.1 24.2 26.8 28.5 18.5 21.6 23.9 25.6 2.6 2.6 2.9 2.9
CHAMPUS/CHAMPVAa 7.0 7.0 7.1 6.9 5.9 5.9 5.9 5.7 1.1 1.1 1.2 1.2

No Health Insurance 34.7 36.0 36.6 38.9 34.4 35.7 36.3 38.5 0.3 0.3 0.3 0.4

(percentage)

Total Population 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Total with Private Health
Insurance 74.2 72.7 71.7 70.5 75.1 73.3 72.3 70.9 67.7 68.4 67.7 67.7

Employer coverage 61.3 60.4 60.3 58.8 65.4 64.2 64.1 62.5 32.0 33.2 33.1 32.6
Other private coverage 12.4 12.3 11.5 11.8 9.2 9.1 8.2 8.5 35.7 35.2 34.7 35.0

Total with Public Health
Insurance 22.4 23.6 24.6 25.1 12.3 13.5 14.5 15.1 95.8 96.0 96.3 96.6

Medicare 12.9 13.1 13.2 13.4 1.5 1.6 1.6 1.8 95.6 95.7 96.0 96.2
Medicaid 8.7 9.8 10.8 11.3 8.7 10.0 11.0 11.6 8.7 8.6 9.5 9.4
CHAMPUS/CHAMPVAa 2.9 2.8 2.9 2.7 2.8 2.7 2.7 2.6 3.7 3.7 3.8 3.9

No Health Insurance 14.3 14.6 14.7 15.4 16.1 16.5 16.6 17.4 1.0 1.0 0.9 1.2

Source: Sarah C. Snider and Sarah E. Boyce, “Sources of Health Insurance and Characteristics of the Uninsured, Analysis of the March
1993 Current Population Survey,” EBRI Special Report SR-20/Issue Brief no. 145 (Employee Benefit Research Institute, January 1994).
Note: Details may not add to totals because individuals may receive coverage from more than one source.
aIncludes only the retired military and members of their families provided coverage through the Civilian Health and Medical Program for the

Uniformed Services and the Civilian Health and Medical Program of the Veterans Administration. Excludes active duty military personnel
and members of their families.

1991. Conversely, spending for home health services and
health services provided by professionals other than
physicians and dentists has increased considerably over
the past 20 years; however, these services are relatively
small components of the total U.S. health bill.

For more information on health care expendi-
tures, see “The Role of The Health Care Sector in The
U.S. Economy,” EBRI Issue Brief no. 142

11. How many individuals have health
insurance in the United States? How
many don’t? What is the uninsured’s
relationship to the work force, and
what are some of their demographic
characteristics?

In 1992, 182.3 million persons under age 65 had
health insurance coverage, while 38.5 million
people—or about 17.4 percent of the nonelderly

care spending, including all goods and services received
directly by patients, amounted to $660.2 billion—the
largest component of health services and supplies.
Hospital care is the single greatest personal health care
expense, representing $288.6 billion in 1991, a
13 percent increase over 1990. Physicians’ services, the
next largest component of personal health care, ac-
counted for $142.0 billion in 1991, a 13 percent increase
over 1990 (table 11). Together, these two components
account for over 57 percent of total national health
spending.

Other components of personal health care
include nursing home care (8 percent of total national
health spending), drugs and other medical nondurables
(8 percent), dental services (5 percent), care delivered by
health professionals other than physicians and dentists
(5 percent), vision products and other medical durables
(2 percent), and home health care (1 percent).

Spending on drugs and dental services continued
to grow more slowly than overall health expenditures in
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population—received neither
private health insurance nor
publicly financed health coverage
(table 12). Most of the uninsured
were working adults (56.7 percent), while the
remainder were nonworking adults (17.8 percent)
or children (25.4 percent) (table 13).

Employment Status—In 1992, 84.5 percent of the
uninsured were either working or living in a family
headed by a worker (table 13). Findings from the March
1993 supplement to the Current Population Survey
(CPS) demonstrate that workers not covered directly by
their employers’ plans were often covered by their
spouses’ plans or other insurance. Although some of the
uninsured were in families whose head of household
experienced unemployment during the year, 60 percent
were in families in which the family head was employed
either full or part time throughout the year. The major-
ity (52 percent) of the uninsured were either employed
full time year round or dependents of such workers.
However, of all steadily employed full-time workers and
their dependents, only 13 percent were uninsured during
1992. Nonworkers and their dependents were more likely
to be uninsured than all other families—nearly
23 percent did not have any health insurance in 1992
(calculated from table 13).  According to Department of
Labor tabulations of the April 1993 Current Population
Survey, 78 percent of employees worked for an employer
who sponsored a health benefit plan, compared with
81 percent in 1988.

Income—The uninsured are concentrated disproportion-
ately in low-income families. In 1992, nearly 53 percent
of the uninsured were in families with annual incomes
under $20,000 (table 13). As income increases, the
percentage of the population without health insurance
and the percentage covered by publicly financed pro-
grams decrease, while the percentage covered by private
health insurance increases.

For more information on health insurance

coverage, see “Sources of Health
Insurance Coverage and Characteris-
tics of the Uninsured: Analysis of the
March 1993 Current Population

Survey,” EBRI Issue Brief no. 145.

12. How much do employers and
employees each spend on group
health insurance?

The average cost per employee of a group health
insurance plan was $3,968 in 1992,4 up from $3,217
in 1990 (A. Foster Higgins & Co., Inc., 1993). This
amounts to a 23.3 percent increase in average plan
cost between 1990 and 1992.

As employer contributions to health care rise, it
appears that some employers have reduced their costs by
requiring employees to contribute to individual and/or
family health insurance premiums. Among participants
in group health plans sponsored by medium and large
private establishments, the proportion required to
contribute to premiums for individual coverage
increased from 29 percent in 1981 to 42 percent in 1991,
and the proportion required to contribute to family
coverage increased from 52 percent to 57 percent over
the same period, with average monthly premiums in
1991 of $26.60 and $96.67 for employee coverage and
family coverage, respectively (U.S. Department of
Labor, 1993).

Employers may also require more employee
contributions for coverage. In 1991, 26 percent of partici-
pants in employment-based health plans received wholly
employer financed family coverage, compared with
46 percent in 1981.

For more information, see the EBRI Databook on
Employee Benefits.

The average cost per
employee of a group

health insurance plan
was $3,968 in 1992, up
from $3,217 in 1990.

This amounts to a
23.3 percent increase in

average plan cost be-
tween 1990 and 1992.

4  Includes employer and employee cost for traditional indemnity, health
maintenance organization, dental, prescription drug, vision/hearing benefits
and administration for active employees, retirees, and dependents.
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   Employer Coverage No Health
Total Other Total Insurance

Status Total Private Total Direct Indirect Private Public Medicaid Coverage

(millions)

Total 220.8 156.6 138.0 68.9 69.1 18.8 33.4 25.6 38.5
Own Work Status
Family head workera 77.1 60.2 53.8 49.8 3.9 6.4 5.2 3.1 13.6
Other workersb 48.0 38.3 33.3 16.6 16.7 5.0 2.5 1.1 8.2
Nonworkers 29.6 14.6 11.0 2.3 8.7 3.6 10.0 6.9 6.9
Children 66.1 43.4 39.8 0.1 39.8 3.8 15.7 14.5 9.8

Family Head Work Status
Full year, no unemployment 166.3 136.7 123.4 60.8 62.6 13.4 11.3 6.8 23.2

full time 155.3 130.2 118.9 58.5 60.4 11.4 9.4 5.3 20.2
part time 11.0 6.4 4.5 2.3 2.2 2.0 1.9 1.5 3.0

Full year, some
unemployment 19.1 8.9 7.5 3.8 3.7 1.3 4.4 3.7 6.7

Part year 9.8 4.4 2.9 1.6 1.3 1.5 3.3 2.8 2.6
Nonworker 25.7 6.6 4.1 2.7 1.5 2.5 14.3 12.2 6.0

Family Income
Under $5,000 13.4 2.2 0.9 0.4 0.5 1.3 6.8 6.5 4.7
$5,000–$9,999 15.7 3.1 1.8 1.0 0.7 1.4 8.4 7.8 4.7
$10,000–$14,999 16.0 6.0 4.6 2.8 1.8 1.5 4.7 4.1 6.0
$15,000–$19,999 16.2 8.8 7.2 4.3 3.0 1.6 3.3 2.5 4.8
$20,000–$29,999 31.1 21.7 19.0 10.3 8.7 2.7 3.7 2.5 7.1
$30,000–$39,999 29.7 24.6 22.2 11.0 11.2 2.5 2.1 1.0 4.0
$40,000–$49,999 26.3 23.2 21.4 9.9 11.6 1.8 1.4 0.6 2.5
$50,000 and over 72.5 66.9 60.9 29.2 31.7 6.1 3.0 0.7 4.6

(percentage within coverage categories)

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Own Work Status

Family head workera 34.9 38.4 39.0 72.4 5.7 34.2 15.7 12.0 35.3
Other workersb 21.7 24.5 24.2 24.2 24.2 26.7 7.4 4.5 21.4
Nonworkers 13.4 9.3 8.0 3.4 12.6 18.9 30.0 27.0 17.8
Children 30.0 27.7 28.9 0.1 57.6 20.2 46.9 56.4 25.4

Family Head Work Status
Full year, no unemployment 75.3 87.3 89.4 88.4 90.5 71.3 33.9 26.6 60.2

full time 70.3 83.2 86.2 85.0 87.4 60.7 28.1 20.7 52.4
part time 5.0 4.1 3.2 3.3 3.1 10.6 5.8 5.9 7.8

Full year, some
unemployment 8.6 5.7 5.5 5.5 5.4 7.2 13.3 14.6 17.4

Part year 4.4 2.8 2.1 2.3 2.0 8.0 9.9 11.1 6.9
Nonworker 11.6 4.2 3.0 3.9 2.1 13.5 42.9 47.7 15.6

Family Income
Under $5,000 6.1 1.4 0.7 0.6 0.7 6.8 20.3 25.3 12.2
$5,000–$9,999 7.1 2.0 1.3 1.5 1.0 7.3 25.2 30.3 12.3
$10,000–$14,999 7.3 3.8 3.3 4.0 2.6 7.8 14.1 16.0 15.6
$15,000–$19,999 7.3 5.6 5.2 6.2 4.3 8.4 9.9 9.9 12.4
$20,000–$29,999 14.1 13.8 13.8 15.0 12.5 14.3 11.2 9.6 18.5
$30,000–$39,999 13.4 15.7 16.1 16.0 16.1 13.3 6.2 4.0 10.5
$40,000–$49,999 11.9 14.8 15.5 14.3 16.7 9.7 4.3 2.2 6.5
$50,000 and over 32.8 42.7 44.2 42.4 45.9 32.4 8.9 2.8 12.1

Source: Sarah C. Snider and Sarah E. Boyce, “Sources of Health Insurance and Characteristics of the Uninsured, Analysis of the
March 1993 Current Population Survey,” EBRI Special Report SR-20/Issue Brief no. 145 (Employee Benefit Research Institute,
January 1994).
Note: Details may not add to totals because individuals may receive coverage from more than one source.
aFamily head refers to the family member with the highest reported earnings in 1992.  In families of nonworkers, the family head is the
family member with the highest reported income.

bIncludes workers in the family who are not considered the family head. These workers can be full-year, full-time workers or other
workers.

Table 13
Nonelderly Population with Selected Sources of Health Insurance, by Selected Demographic Characteristics, 1992
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Table 14
Percentage of Responding Employers with Insured Versus Self-Funded Health Insurance Plans, 1986–1992

Plan Type 1986 1987 1988 1989 1990 1991 1992

(percentage)
All Responding Employers

Insured 54% 51% 52% 48% 41% 35% 33%
conventionally insureda 10 13 14 11 9 6 9
experience ratedb 26 23 23 21 18 15 13
minimum premium (split-funded)c 18 15 15 16 14 14 11

Self-funded 46 49 48 52 59 65 67
with stop-loss 29 35 32 35 43 46 49
without stop-loss 17 14 16 17 17 19 18

Responding Employers with Fewer Than 500 Employees
Insured 69 67 74 70 63 59 56

conventionally insureda 21 27 32 26 23 18 24
experience ratedb 37 31 35 34 29 28 22
minimum premium (split-funded)c 11 8 7 10 12 13 10

Self-funded 31 33 26 30 37 41 44
with stop-loss 25 30 24 28 34 36 42
without stop-loss 6 3 2 3 3 5 2

Responding Employers with 1,000–2,499 Employees
Insured 44 45 41 42 33 26 25

conventionally insureda 2 6 2 5 2 2 3
experience ratedb 18 19 17 13 12 9 9
minimum premium (split-funded)c 24 20 22 23 18 15 13

Self-funded 56 55 59 58 67 74 75
with stop-loss 41 46 49 48 55 62 63
without stop-loss 15 9 10 10 12 12 12

Responding Employers with 40,000 or More Employees
Insured 15 17 28 18 13 19 17

conventionally insureda 0 2 0 0 2 1 3
experience ratedb 9 11 11 11 8 8 7
minimum premium (split-funded)c 6 5 16 8 4 10 7

Self-funded 85 83 72 82 87 81 83
with stop-loss 12 17 8 12 15 5 7
without stop-loss 73 66 64 69 71 76 76

Source: A. Foster Higgins  & Co., Inc., Foster Higgins Health Care Benefits Survey (Princeton, NJ: A. Foster Higgins & Co., Inc.,
selected years).
Note: The scope of the survey varies from year to year. The range is from 1,466 employers covering more than 10 million
employees to 2,448 employers covering 12.0 million employees from all 50 states and including all sizes and industry types.
These data are more representative of larger firms. The average size of employers surveyed by Foster Higgins is 5,000–6,500.
aConventionally insured plans include those that are community rated or at least partially community rated. Rates are based on
the experience of not only the insured group but also other insured groups in the community.

bExperience rated plans are those whose rates are based on only the claims experience of the insured group.
cMinimum premium or split-funded plans are plans in which the employer shares more responsibility for claims payment with the
insurance company than under a conventionally insured plan. Generally, employers with minimum premium plans agree to pay
for claims up to some percentage (i.e., 110 percent) of their expected claims. Above this level, the insurance carrier agrees to
pay for all claims. The carrier generally provides a full range of insurance carrier services to the employer, including coverage
information, holding reserves, and processing claims. Although the funding arrangement resembles a self-funded arrangement
with stop-loss, the employer takes on less risk than a self-funded employer.

insure may administer their own medical plans or
purchase administrative services contracts for their
administrative needs. The employer essentially acts as
its own insurance company and bears the financial risk
of making payments to providers. Companies may either
fully or partially self insure. A company that partially
self insures purchases stop-loss insurance to cover
catastrophic health expenses above a maximum to limit
the self-insured plan’s liability. Almost one-half
(49 percent) of surveyed self-funded firms purchased

13. What is a self-insured or self-funded
plan? What is a fully insured plan?
What percentage of employers have
fully insured and self-insured plans?

The terms self-insured and self-funded are generally
used interchangeably. A self-insured plan is a plan in
which an employer pays health insurance claims out of a
pooled fund retained internally. Employers who self
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stop-loss coverage in 1992 (table 14).
In a fully insured plan, all of

the risk associated with health claims
is borne by the insurance company.
This traditional method of covering
health care benefits has become less prevalent as
employers attempt to find ways to contain health care
cost (table 14).

14. What initiatives have employers and
insurers undertaken to reduce health
care costs?

Employers and insurers continue to implement cost
containment initiatives in an effort to manage health
care costs. These initiatives include alternative delivery
systems such as health maintenance organizations
(HMOs) and preferred provider organizations (PPOs),
out-of-pocket maximums, utilization review (UR),
employee deductibles, and coinsurance.

HMOs—In 1993, 17.4 percent of Americans were
enrolled in an HMO. According to the Group
Health Association of America, HMO enrollment
quadrupled from 10.8 million in 1982 to 45.2 million
in 1993. States with the highest percentage of HMO
enrollment include Arizona, California, Massachusetts,
Maryland, Minnesota, and Oregon.

PPOs—PPOs are a relatively new type of health care
delivery network in which an organization, generally an
insurer, contracts with a network of doctors, hospitals,
and other health care providers to provide services at a
discounted price schedule. Providers enter these agree-
ments hoping to generate a higher volume of business.
PPOs may be offered on a stand-alone basis or as an
option within a traditional indemnity plan. In the latter
case, insurers usually encourage participants to use the
preferred providers by waiving deductibles or offering
more attractive coinsurance provisions. PPOs appear to

be gaining popularity: in 1991,
16 percent of participants in
medium and large private estab-
lishment group health plans were
enrolled in PPOs, compared with

only 1 percent in 1986  (U.S. Department of Labor,
1987, 1993a).

Out-of-Pocket Expenses—In 1992, 94 percent of medi-
cal plans had out-of-pocket maximums for both
individuals and families. For individuals, the
median out-of-pocket limit was $1,150, and for
families it was $2,400 (A. Foster Higgins & Co., Inc.,
1993a).

Utilization Review (UR)—UR is a process of systemati-
cally reviewing care to determine its necessity and
appropriateness. There are, in general, three types of
UR: preadmission certification, in which the appropriate-
ness of an inpatient stay is evaluated prospectively;
concurrent review, which examines care as it is provided;
and retrospective review, which reviews care already
given.  In 1992, a majority of employers used some type
of UR to monitor health care costs (A. Foster Higgins &
Co., Inc., 1993a).

Deductibles and Coinsurance—Employers have also used
deductibles (amount participants must pay for particular
health care services before being covered by their health
plan) and coinsurance (set percentage of eligible charges
for medical services paid by the employee) to curb
increases in the costs of providing their employees health
care coverage. In 1991, 98 percent of employment-
based medical indemnity plans required employee
deductibles, with an average individual deductible
of $194 and an average family deductible of $451.
Most employers offering indemnity plans required
coinsurance for physician visits in 1992, with
employees most often responsible for 20 percent of
eligible charges (A. Foster Higgins & Co., Inc., 1993a).

For more information on employers’ and insur-

In 1992, 94 percent
of medical plans
had out-of-pocket

maximums for both
individuals and fami-
lies. For individuals,

the median
out-of-pocket limit

was $1,150, and for
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ers’ initiatives to reduce health care
costs, see “Health Reform: Examining the
Alternatives.” EBRI Issue Brief no. 147
and forthcoming EBRI Issue Brief on employer initia-
tives to manage health care costs.

15. How are employers responding to
new accounting rules for retiree
health benefit liabilities?

The impact of the retiree health accounting standard
issued by the Financial Accounting Standards Board,
FAS 106, has been widely studied. The standard went
into effect for most companies with the start of their
fiscal year after December 15, 1992. Companies that
sponsor retiree health plans are required to record
unfunded liabilities for future retiree health expendi-
tures on their balance sheets.  The U.S. General
Accounting Office estimated the FAS 106 liability
for private employers to be $227 billion in 1988,
which grew to an estimated $412 billion in 1993
(U.S. General Accounting Office 1993b). Employers are
now required to recognize this amount in their financial
statements with the adoption of FAS 106. If President
Clinton’s Health Security Act were to take effect, Em-
ployee Benefit Research Institute estimates of total
federal government cost estimates for subsidized health
care for the nonworking population aged 55 through 64
are between $9.1 billion and $19.6 billion, based on
varying assumptions of premium levels, number of
individuals who would qualify for subsidized benefits,
and the number of workers who would retire as a result
of the availability of such benefits.

Responding to the issue of retiree health care
costs, employers have adopted new techniques to lower
costs of care. For example, some employers are utilizing
managed care networks and are attempting to make
these arrangements more appealing to their early
retirees. In addition, employers have enlisted prescrip-
tion drug vendors to eliminate duplication, improve
appropriateness, and check dosage recommendations to

The U.S. General
Accounting Of fice esti-

mated the FAS 106
liability for private em-
ployers to be $227 bil-
lion in 1988, which
grew to an estimated
$412 billion in 1993. improve the health status of retirees

and to bring prescription benefit
costs under control (A. Foster

Higgins, 1993b).

Changes to Plan Provisions—In reaction to FAS 106 and
increases in health care costs, some firms have dropped
the provision of retiree health benefits for future retirees
entirely, while others have no intention to change their
existing plans. Some employers have placed limits on
their postretirement medical benefit promises by linking
the promise to tenure or by comprehensively restructur-
ing the plan design. Overall, many companies have an
ongoing evaluation of their retiree health liabilities.

According to the most recent A. Foster Higgins
survey data on retiree health plans, 7 percent of large
employers in the last 2 years have eliminated health care
plans for future retirees, and 3 percent have eliminated
plans for current retirees. Also, 23 percent of large
employers have increased retiree contributions, and
15 percent have increased cost-shifting to retirees
through increased deductibles, premiums, or by imple-
menting longer length-of-service requirements.

A 1993 survey of 322 businesses conducted
by Towers Perrin showed a reduction in annual
pretax profits of 4.6 percent and an increase in
payroll costs of 3 percent annually as a result of
the newly required reserves (Berton, 1993). A
survey conducted by Towers Perrin in 1992, before
the standard went into effect, showed that compa-
nies expected pretax profits to drop by 10 percent
and payroll costs to increase by 6 percent (Berton,
1993). Among survey respondents in 1993, about
88 percent said they had recently cut retirees’ medical
benefits, and most companies stated that they plan to
continue cutting them.

For more information on retiree health benefit
liabilities, see “The Cost of Providing Health Care
Benefits to Early Retirees Under the Health Security
Act,”  Health Affairs, spring 1994; and “Retirement
Income Security in a Post-FASB Environment,” EBRI
Issue Brief no. 124.
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Table 15
Percentage of Full-Time Participants in Medical Care Coverage, by Provisions for Benefits After Retirement,

Medium and Large Private Establishments, a 1991

All Professional, Technical, Clerical Production
Participants and Related and Sales and Service
(Retirees) (Retirees) (Retirees) (Retirees)

Under 65b 65 and over Under 65b 65 and over Under 65b 65 and over Under 65b 65 and over

Percentage of Participants
with Employer-Financed

Retiree Coveragec 43% 41% 47% 47% 45% 43% 39% 35%

Level of Benefitsd

Total 100 100 100 100 100 100 100 100
No change in coverage 74 69 76 71 82 77 67 62
Reduced coverage 15 19 14 19 10 15 18 21
Increased coverage 1 1 2 2 1 1 1 2
Not determinable 10 11 7 7 7 7 14 15

Eligible for Retiree Coverage
Total 100 100 100 100 100 100 100 100

All retirees eligible 22 24 22 26 26 28 20 20
Eligibility subject to

service requirement 35 30 35 30 37 35 34 28
Must qualify for company

pension 32 34 34 35 31 30 32 35
Data not available 10 12 8 8 7 8 15 17

Financing of Coverage
Total 100 100 100 100 100 100 100 100

Retiree contributes 53 49 57 52 60 54 45 44
Wholly employer financed 38 41 37 42 34 40 41 40
Not determinable 9 10 6 6 6 6 14 15

Source: U.S. Department of Labor, Bureau of Labor Statistics, Employee Benefits in Medium and Large Private Establishments, 1991
(Washington, DC: U.S. Government Printing Office, 1993).
aThese tabulations provide representative data for full-time employees in private nonagricultural establishments with 100 or more
employees in all U.S. states and the District of Columbia.  The estimated number of full-time workers employed by  medium and large
private establishments was 31.2 million.  These tabulations exclude plans that provided only dental, vision, or prescription drug coverage.

bFigures apply only to the period between retirement and age 65.
cTabulations cover plans in which insurance was continued for longer than one month after retirement and where the employer wholly or
partly financed the coverage, excluding plans that provide only the retiree’s share of premiums for Medicare Part B.

dFor retirees eligible for Medicare, benefits may be calculated and reduced by the extent to which covered expenses are reimbursed by the
federal program.

16. How many employees will receive
employment-based post-employment
health benefits?

While the Consolidated Omnibus Budget Reconciliation
Act (COBRA) of 1985 requires employers to offer medical
coverage for retirees, laid-off workers, and other employ-
ees who are separated from the work force, employers
are not required to contribute to the premium.  However,
in 1991, 43 percent of full-time employees of me-
dium and large private establishments with group
health insurance coverage had a promise of em-
ployer-financed retiree health coverage before age
65, and 41 percent had a promise of such coverage
at age 65 (table 15). Workers in professional and
technical industries were more likely than those in
production and service industries to be covered.

Financing for retiree health coverage came from
both employers and employees. Among employees
under age 65, 53 percent were covered by plans in
which the retiree was responsible for contributing
to the coverage. Among those aged 65 and over,
49 percent were responsible for contributing to
the coverage (table 15).

Nearly three-quarters of workers experienced no
change in medical coverage on retirement, although
many were subject to eligibility requirements. Approxi-
mately one-third of participants (35 percent) were
subject to a service requirement, and 32 percent were
required to qualify for a company pension in order to be
eligible for retiree health benefits.

According to U.S. Department of Labor tabula-
tions of the April 1993 Current Population Survey,
among the 19.3 million wage and salary workers aged 46
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and over currently covered by an employer health plan,
47 percent expect to continue to have group health
coverage available to them throughout their retirement
years, while 8 percent expect coverage to continue only to
age 65, and 17 percent do not expect any retirement
coverage. The percentage of workers who expect coverage
throughout retirement increases with wage levels from
20 percent for those earning $5 per hour or less to
57 percent for those earning $15 per hour or more;
expectations of coverage also vary with firm size, from
29 percent among those working for firms with fewer
than 100 employees to 58 percent among those working
for firms with 1,000 or more.

Among wage and salary workers aged 46 and
over who expect employment-based health coverage
throughout retirement, 12 percent believe that the
employer will pay their entire cost of coverage,
37 percent believe the employer will pay part of their
cost, and 26 percent believe their employer will not pay
any part of the cost.

For more information on retiree health benefits
coverage, see forthcoming EBRI Issue Brief providing
detailed information on the April 1993 Current Popula-
tion Survey.

group association policies. Individual policies are mar-
keted on an individual basis rather than through an
employment-based or other group plan. Conversely,
group association long-term care policies are made
available to members of non employment-based groups
or associations that typically have an elderly or near
elderly membership, such as the American Association of
Retired Persons. Both types of policies are targeted at
elderly or near elderly individuals for whom the prospect
of long-term care may seem imminent.

Employment-based group products are newer
entrants to the long-term care insurance market and are
currently less prevalent than individual and group
association policies, although the growth of such policies
surged in 1992.  Employment-based plans are marketed
to individual employers and are typically available to the
establishment’s employees, their spouses, parents of
employees and spouses, and to retirees on a beneficiary-
pay-all basis. Employment-based long-term care
insurance enrollees are younger, on average, than
enrollees in individual and group association plans
because many enrollees and their spouses are active
workers.

The majority of long-term care plans have
similar characteristics. Among all plans offered by the
top 15 insurance sellers, which include 80 percent of all
long-term care policies, all include the following provi-
sions: home health care, nursing home care, and adult
care; guaranteed renewablity; coverage of Alzheimer’s
disease; available to individuals aged 80 and over; a
30-day trial period; 6-month or less pre-existing condi-
tion period; and use either medical necessity or activities
of daily living (ADL) impairment as a benefit trigger
(Coronel, 1994).

As of December 1992, 2.93 million individu-
als had purchased long-term care insurance from
135 insurers (table 16), compared with 815,000
policies sold as of 1987. While other sectors of the
health care industry, including medical care
premiums, are increasing, long-term care premi-
ums decreased 11.5 percent in 1992  (Coronel, 1994).

Other Employee
Benefits

17. What types of long-term care
insurance products are available?
Who offers them, what do they
include, and how many people have
bought them?

Among the several types of long-term care insurance
products, the most common are individual policies and
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For more
information on long-
term care insurance,
see “Long-Term Care
Financing and the
Private Insurance
Market,” EBRI Issue Brief no. 117.

18. How common are flexible benefits
plans, and what types of benefits are
typically included?

Flexible benefits plans, also known as cafeteria plans,
allow employees some choice in their employee benefits
package. Employees can select the benefits they value
most and that meet their specific family or lifestyle
needs and forgo benefits that are less important to them.

Established in 1978 under Internal Revenue
Code sec. 125, flexible benefits plans did not experience
much growth until 1981, when regulations interpreting
the legislation were released. Since then, they have
generated increasing attention, and many large compa-
nies have established them. A survey of 472 organi-
zations with flexible benefits plans in 1992 (70 percent
nonmanufacturing employers and 30 percent manufac-
turing companies) had a median size of 4,000 employees,
and 81 percent of participants worked for organizations
with over 1,000 employees. Among survey participants,
the largest component of nonmanufacturing industries to
offer flexible benefits was the health care industry
(17 percent), followed by insurance (11 percent), and
banking (7 percent) (Hewitt Associates, 1993).

Among full-time employees working for
medium and large private establishments in 1991,
37 percent were eligible for a cafeteria plan and/or
a flexible spending account, compared with
13 percent in 1988.

A number of factors have driven the establish-
ment and growth of flexible benefits plans. In particular,
the changing demographic profile of the work force—
more women, more dual husband-and-wife wage earners,

and more working
parents with chil-
dren—has led to
changing benefits
needs. In traditional
benefits packages,

dual-earner couples may have duplicate coverage for
some benefits, such as health care, and lack other
benefits, such as child care or extra time off. In a flexible
benefits plan, duplicate benefits may be reduced and
benefit options broadened.

In a flexible benefits plan, an employer typically
allocates a specified amount of money to each employee
with which to buy benefits. Each type of benefit or
benefit level is associated with a value, or cost. If the cost
exceeds employer contributions, many plans permit
employee contributions—usually pretax—to help pur-
chase the benefit.

The rising cost of health care has also driven
flexible benefits plan growth. Often a flexible benefits
plan is designed to allow employees to choose certain
cost-saving provisions that in turn generate extra credits
the employee can use to purchase coverage otherwise not
obtainable. In addition, when flexible benefits plans are
first implemented, cost control mechanisms are usually
added or increased as well, shifting some costs from
employer to employee. Flexible benefits plans typically
include a variety of health options, such as indemnity
plans, health maintenance organizations, and dental
care; life insurance; long-term disability; and other
options, including spending accounts, vacation trading,
and 401(k)s (Hewitt Associates, 1993).

Flexible Spending Accounts (FSAs)—Another type of
flexible benefits arrangement is a reimbursement
account (also called a flexible spending account) that
may supplement a flexible benefits plan or stand alone.
Reimbursement accounts provide a way for employees to
pay for expenses not covered by their existing benefit
plan, such as health insurance deductibles, coinsurance,
or other out-of-pocket expenses; or dependent care

Table 16
Long-Term Care Policyholders, Average Age and Percentage of

Total, by Type of Plan, 1992

Percentage Average
Number of of Total Age of

Type of Plan Policyholders Policyholders Policyholder

(thousands) (years)

Total 2,930 100.0% 63

Individual/Group Association 2,415 82.4 68
Employer Sponsored 357 12.2 42
Long-Term Care as Part

of Life Policy 158 5.4 38

Source:  Susan Coronel, “Long-Term Care Insurance in 1992,” Policy & Research
Findings (Washington, DC: Health Insurance Association of America, 1994).
Note: Data on continuing care retirement communities are not available.
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expenses. Accounts are usually funded through employee
pretax contributions, which are designated prior to the
plan year and withheld in equal amounts from employee
paychecks. When the employee incurs an expense, he or
she is reimbursed with pretax dollars. Some employers
also contribute to these accounts.

Reimbursement accounts (either freestanding or
as part of flexible benefits plans) appear to be more
common than flexible benefits plans alone. The U.S.
Department of Labor reports that in 1991, 9 per-
cent of full-time employees working for medium
and large private employers were eligible for
reimbursement accounts as part of a flexible
benefits plan, while 27 percent were eligible for
stand-alone reimbursement accounts (U.S. Depart-
ment of Labor, 1993).

There is no statutory limit on annual contribu-
tions to flexible benefits arrangements, unless an
individual benefit has its own limit or the plan has an
established limit. In practice, most employers set an
upper limit. Employees must be careful when designat-
ing annual contributions, because unused portions are
forfeitable at the end of the plan year. The Hewitt
Associates survey reports that, in 1992, average
annual employee contributions to reimbursement
accounts that are part of a full flexible benefits
plan averaged $651 for health care accounts and
$2,959 for dependent care accounts, a 9 percent
increase over 1991 amounts (Hewitt Associates, 1993).

For more information on flexible benefits plans,
see “Flexible Benefits, Choice, and Work Force Diver-
sity,” EBRI Issue Brief no. 138.

19. How prevalent are employee benefits
supportive of families?

The U.S. population and labor force have changed
substantially in the latter part of the 20th century,
particularly in the last 25 years. The proportion of
married women in the labor force increased from
41 percent in 1970 to 59 percent in 1992 (U.S. Depart-

ment of Commerce, 1993). More women with children,
both married and single, are also participating in the
paid work force. In 1970, only 30 percent of married
women with children under the age of 6 were working
outside the home. By 1992, this figure had increased to
60 percent. In addition, 75 percent of women whose
youngest child was aged 6–17 were labor force partici-
pants in 1992. The changing demographics of the work
force have created pressure on employers to consider new
“family” benefits, including child care, flexible schedules,
and parental leave for working parents.

Child Care—Most workers are not able to get child
care benefits through their employer. In 1991,
8 percent of full-time employees in medium and
large private establishments were eligible for
child care benefits (U.S. Department of Labor, 1992).
Some employers have responded to the need for emer-
gency child care arrangements by instituting backup
care programs that provide care for children whose usual
source of care is suddenly unavailable. These backup
care programs can also be used for sick children, which
allows employees to come to work rather than take a day
off to care for a sick child.

Flexible Schedules—Many types of flexible work sched-
ules have become available over the past two decades.
Options include flextime, compressed work weeks, job
sharing, and part-time employment. Flextime can affect
the number of hours worked each day or the hours
worked each week or pay period. Commonly, a worker
will simply shift his or her work day by an hour or two;
for example, work from 7 a.m. to 3 p.m. or from 11 a.m.
to 7 p.m. instead of 9 a.m. to 5 p.m. According to a
National Child Care Survey, in 1990, 20.4 percent
of parents were eligible for flextime. Compressed
work weeks allow an employee to work extra hours some
days, followed by a day off. Job sharing is a situation
where two or more part-time workers share the responsi-
bilities of one full-time job. Part-time workers may work
on a temporary or permanent basis. Part-time work
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Table 17
Percentage of Full-Time Employees in Medium and Large Private Establishments, a

by Type of Parental Leave Policy, 1991

All Professional and Technical and Production and
Employer Leave Policy Employees Administrative Employees Clerical Employees Service Employees

Total 100% 100% 100% 100%

Eligible for Parental Leaveb 39 47 40 34

Eligible for Maternity Leave 39 46 40 34
Paid days only 1 2 1 c
Unpaid days only 36 42 36 33
Both paid and unpaid days 1 1 1 1
Information not available on type of days 1 1 1 1

Not Eligible for Maternity Leave c c c c

Eligible for Paternity Leave 27 33 28 23
Paid days only 1 1 c c
Unpaid days only 26 31 26 22
Both paid and unpaid days c c c c
Information not available on type of days 1 1 1 1

Not Eligible for Paternity Leave 12 14 12 11

Not Eligible for Parental Leave 61 53 60 66

Source:  U.S. Department of Labor, Bureau of Labor Statistics, Employee Benefits in Medium and Large Private Establishments,
1991 (Washington, DC: U.S. Government Printing Office, 1993).
Note: Because of rounding, sums of individual items may not equal totals.
aThese tabulations provide representative data for full-time employees in private nonagricultural establishments with 100 or more
employees in all U.S. states and the District of Columbia.  The estimated number of full-time workers employed by medium and
large private establishments was 31.2 million.

bParental leave includes plans providing maternity leave only, paternity leave only, and both maternity and paternity leave.
cLess than 0.5 percent.

allows for a more flexible schedule but may not provide
the same level of benefits as full-time employment. While
61 percent of full-time workers received health coverage
directly through an employment-based plan, 16 percent
of part-time workers received such coverage in 1992.5

Parental Leave—Leave policies can vary significantly
among employers. Pregnancy disability leave is generally
covered under employers’ short-term disability insur-
ance. It generally requires certification of disability by a
physician, usually lasts from six to eight weeks, and
includes some salary replacement. The Pregnancy
Discrimination Act of 1978 (PDA), which covers employ-
ers with 15 or more employees, requires employers that

5  For more information on part-time workers, see Nancy Saltford and Sarah
Snider, “Characteristics of the Part-Time Work Force: Analysis of the March
1993 Current Population Survey,” EBRI Issue Brief no. 149 (Employee Benefit
Research Institute, May 1994).

offer disability plans to treat pregnancy and childbirth
the same as any other disability with regard to benefit
programs. Under PDA, if states mandate the provision of
short-term disability plans, they must also include
coverage for pregnancy and childbirth.

In addition to medical leave for disability
associated with pregnancy, some employers offer paren-
tal leave, a benefit that provides time off for parents to
care for newborn or adopted children. Twenty-seven
states have mandated parental leave (including leave for
adoption) for private or public-sector employees, or both.
These states also have laws requiring that an employee
be assigned to his or her former job or a similar job on
returning from parental leave. The laws also prohibit
employers from reducing the compensation or seniority
of an employee who returns from leave within the legally
required time.

In 1991, 39 percent of all full-time employ-
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Table 18
Duration of Unpaid Parental Leave a

Percentage of Eligible Full-Time Employees in Medium and Large Private Establishments b, by
Maximum Duration of Benefits, 1991

All Eligible Professional, Technical Clerical and Production and
Duration Employees and Related Employees Sales Employees Service Employees

Unpaid Maternity Leave
Total 100% 100% 100% 100%

Under 1 month 2 2 2 1
1 month c c c c
Over 1 but under 2 months 22 16 19 28
2 months 1 1 1 1
Over 2 but under 3 months 10 10 11 9
3 months 9 10 9 8
Over 3 but under 4 months 4 4 5 3
4 months 4 3 4 4
Over 4 but under 5 months 11 7 8 15
Over 5 but under 6 months 2 2 4 1
6 months 14 20 13 10
Over 6 but under 12 months 5 5 4 6
12 months 15 15 18 14
Over 12 but under 24 months c c c c
24 months c 1 d d
Over 24 months 2 4 1 1

Average months 5.32 6.27 5.25 4.65

Unpaid Paternity Leave
Total 100 100 100 100

Under 1 month 1 1 c 2
1 month c c d c
Over 1 but under 2 months 22 15 20 27
2 months 1 1 1 c
Over 2 but under 3 months 12 12 13 11
3 months 9 12 9 8
Over 3 but under 4 months 4 5 3 4
4 months 3 3 4 3
Over 4 but under 5 months 10 5 7 16
Over 5 but under 6 months 1 c 2 1
6 months 13 18 13 9
Over 6 but under 12 months 3 2 2 4
12 months 18 19 23 15
Over 12 but under 24 months c 1 1 c
24 months c 1 d d
Over 24 months 2 5 2 1

Average months 5.68 6.96 5.71 4.67

Source:  U.S. Department of Labor, Bureau of Labor Statistics, Employee Benefits in Medium and Large Private
Establishments, 1991 (Washington, DC: U.S. Government Printing Office, 1993).
Note: Because of rounding, sums of individual items may not equal totals.
aThis table includes only plans that allowed a fixed number of unpaid leave days.
bThese tabulations provide representative data for full-time employees in private nonagricultural establishments with
100 or more employees in all U.S. states and the District of Columbia.  The estimated number of full-time workers
employed by medium and  large establishments was 31.2 million.

cLess than 0.5 percent.
dNo employees in this category.

ees in medium and large private establishments
were eligible for maternity leave, and 27 percent
were eligible for paternity leave (table 17). Among
all full-time employees in medium and large
private establishments, 36 percent were eligible
for unpaid maternity leave days only, compared
with 2 percent who were eligible for at least some

paid maternity leave. Professional and administra-
tive employees were most likely to be eligible for
maternity leave (46 percent) as well as for pater-
nity leave (33 percent). Production and service
employees were the least likely to be eligible for
either of these benefits (table 17).

In 1991, nearly two-thirds of full-time employees
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in medium and large private establishments were
eligible for fewer than 26 weeks of unpaid maternity
leave. The duration of unpaid maternity leave varied
greatly—fewer than two months for 24 percent of all
eligible employees, two to four months for 28 percent,
and over four months for 49 percent (table 18).

A recently released Bureau of Labor Statistics
survey of workers in establishments with fewer than 100
or fewer employees showed that these workers are less
likely than those in larger establishments to receive
unpaid maternity leave as a benefit. According to the
survey, 18 percent of full-time workers in small private
establishments were provided unpaid maternity leave in
1992; 8 percent were eligible for paternity leave (U.S.
Department of Labor, 1993).

After years of debate and extensive revisions to
the original proposal, the Family and Medical Leave Act
was signed into law by President Clinton in 1993. The
law provides up to 12 weeks of unpaid job-protected
leave each year (with continued health insurance
coverage) to employees for the birth or adoption of a child
or for the serious illness of the employee or the
employee’s child, parent, or spouse. The passage of this
bill may well signify a new direction for employee
benefits as we move into the 21st century.

For more information on employee benefits that
are supportive of families, see “Flexible Work Schedules
Increase among some Groups, “EBRI Notes, (forthcom-
ing); “Demographic and Employment Shifts: Implications
for Benefits and Economic Security,” EBRI Issue Brief
no. 140; “Flexible Benefits, Choice and Work Force
Diversity,” EBRI Issue Brief no. 139; “The Changing
Environment of Work and Family,” EBRI Issue Brief
no. 138; and “The Distribution of Family Oriented
Benefits,” EBRI Issue Brief no. 130.
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