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• This Issue Brief examines the baby boomers’ retirement income prospects by
analyzing trends in the elderly’s income and pension participation among
workers; examining saving behavior and critically evaluating studies of the
adequacy of the boomers’ saving; and looking at tenure trends, lump-sum
distribution preservation, and changes in Social Security benefits.

• Since the mid 1970s, the real median income of individuals aged 65 and over
has increased 18 percent. Sources of income have shifted, with employment-
based pensions increasing and earnings and asset income decreasing as a
proportion of income.

• The boomers’ prospects are partly dependent on participation in employment-
based retirement plans. After decreases in the sponsorship rates, participa-
tion rates, and vesting rates of workers during the 1980s, all three percent-
ages increased during the early 1990s.

• Data do not support the perception that the U.S. work force is becoming
increasingly mobile. Tenure levels for prime age workers in the 1980s and
beginning of the 1990s were higher than those of previous decades. Still, in
response to competitive pressures, employers may not offer the security of
paternalistic benefit packages as in the past.

• Various studies have reached different conclusions regarding the adequacy of
the boomers’ financial preparation for retirement.  Evidence indicates that
boomers, in general, will enjoy a retirement standard of living exceeding that
of their parents. It is less clear whether they will maintain a standard of living
in retirement comparable to that of their working years. To the extent they are
willing to tap housing wealth, they would appear at this early stage to be in
good shape.

• Federal fiscal policy decisions will impact boomers by affecting their dispos-
able income today, and thus their ability to save, as well as the benefits they
will receive in retirement through Social Security and Medicare.

• The boomers are 17 to 35 years away from age 65. Given the heterogeneity of
the boomers, research is needed to identify what specific groups within the
generation are at risk and the magnitude of that risk. Groups that would now
appear to be at risk to some degree include non-homeowners, the less
educated, the single, and the youngest boomers.

Baby Boomers in Retirement:
What Are Their Prospects?
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What will the
retirement
experience of the
baby boom
generation1 be
like? Will their
standard of

living be lower, higher, or the same as those during their
working years? Will they be better or worse off than
previous generations of retirees? Questions such as these
are generating increased research and debate as the
leading edge members of the baby boom generation move
into their late forties, approximately 17 years from
retirement age.

Factors impacting the baby boomers’
retirement income security are numerous, com-
plex, and often interrelated. Their situation in
retirement directly depends on their situation
during their working years. Among the important
factors are their work histories. On the surface, it
seems reasonable to assume that workers in steady,
good-paying jobs should have reasonable prospects for a
comfortable retirement, while individuals currently
living under marginal circumstances are likely to face
similar conditions in their later years. However, closer
examination reveals the complexity of this issue.

Boomers’ participation in employment-based
retirement plans during their working years will directly
impact their retirement income prospects. It is of inter-
est to know the demographic characteristics of
individuals who are participating and those who are not
participating in such plans. Among nonparticipants,
have they participated in the past or are they likely to
participate in the future? Among participants, what are
the types of plans in which they are participating? What
levels of retirement income are these plans likely to
generate? The answer to this last question depends on
the answer to other questions. Did individuals receiving

Introduction

lump-sum distributions during their working years roll
them over and preserve them for retirement? What were
the tenure patterns of individuals during their working
years?

Boomers’ savings and wealth accumulation
during their working years will also directly
impact their retirement income security. Much
attention has been focused on the drop in U.S.
saving rates over recent years and its multiple
impacts. Here it needs to be asked what are the saving
patterns of baby boomers, and, in particular, how much
are they saving for retirement and how adequate is this
saving? How exactly have saving patterns changed over
time? What are the implications of saving for retirement
through employment-based vehicles such as 401(k)
plans? What about wealth accumulation in other forms
such as equity in housing?

Benefits received from Social Security and
Medicare will directly affect baby boomers’ finan-
cial status in retirement and proportionately more
so the status of those who were relatively low-
income earners during their working years.
Relevant questions center around likely changes in
benefit levels over time and also changes in payroll tax
rates, as these will directly impact boomers’ disposable
income while they are still working and thus may affect
their saving patterns.

Mortality and morbidity rates will have financial
impacts for the boomers. Longer lives may mean longer
periods of retirement that must be funded. Increased
well-being, should it accompany longer living, may mean
more work in “retirement” and thus more income from
earnings during this period. This also raises the question
of what will happen to retirement patterns in the future,
i.e., will workers continue to retire at earlier ages or will
retirement ages begin to rise (especially in light of the
increase in the normal retirement age for full Social
Security benefits to 67 years)?

Developments in the macroeconomy and
government fiscal policy will also impact the baby
boom generation’s retirement. In general, eco-

1  The term baby boom generation is used to refer to the cohort of people born
between 1946 and 1964.
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nomic growth would improve their retirement
prospects, while economic stagnation would hinder
these prospects. Government fiscal policy decisions
will affect both the taxes boomers pay while work-
ing, and thus their disposable income, and the
transfer payments (Social Security, Medicare,
Medicaid) they are likely to receive during their
retirement years.

This Issue Brief provides an overview of most of
these questions and issues. Although, it does not delve
into any in exhaustive detail, it will explain what is
known and highlight issues needing further analysis.
Different signals point in different directions. Answers to
the question of the adequacy of the boomers’ finances in
retirement often depend on exactly what question is
asked, i.e., should this group be compared with previous
generations in retirement, to their standard of living while
working, or to some other criterion? In general, it is too
early and research on the topic is too incomplete to make
sweeping generalizations about the adequacy or inad-
equacy of the baby boomers’ retirement income security.

Furthermore, often lost in these discussions is the
heterogeneity of the baby boom generation. Outcomes, in
general, are likely to differ between early boomers and
late boomers, single boomers and married boomers, white
boomers and nonwhite boomers, well-educated boomers
and less educated boomers, etc. Issues of heterogeneity
are therefore highlighted in the following discussion.

This Issue Brief first discusses what constitutes
an adequate retirement income. Then it examines the
current elderly’s income in terms of its level and sources
and how it has changed over time. Finally, it explores the
issues raised above.

What consti-
tutes an
adequate
retirement
income? There
is no one
simple stan-

2  Standard of living is a commonly used term that is not really well defined.
In this discussion, it refers to a subjective evaluation of an individual’s quality
of life, which is a function of his or her level of income, wealth, and consump-
tion.

Retirement
Income Adequacy

dard of reference to answer what seems to be a basic
question. The answer depends on the question’s context,
i.e., the purpose behind the question. For example,
adequacy can be considered in the context of what
constitutes the minimal acceptable standard of living in
society for its members. In this case, determination of
adequacy is likely to involve some comparison with the
official poverty level.

Moving beyond what is minimally acceptable,
questions of adequacy often involve some type of com-
parison of standards of living.2 Some of the studies
discussed in this Issue Brief seek to compare,
either explicitly or implicitly, the likely standard
of living of baby boomers once they reach retire-
ment with the standard experienced by current
retirees, to reach some conclusion about the likely
adequacy of the boomers’ retirement finances. If
baby boomers’ standard of living in retirement does not
meet or exceed that experienced by their parents, their
retirement income and wealth could in some sense be
considered inadequate.

From a personal financial planning per-
spective, determination of adequacy often involves
a comparison of a person’s retirement living
standard with that he or she experienced while
still working. If an individual is not or will not be able
to maintain the same standard of living in retirement as
he or she experienced while working, then retirement
income could be judged inadequate.

A level of income that is judged adequate
under one standard for one particular purpose
may be judged inadequate when held to a different
standard. For example, an income may be above the
poverty level but inadequate in that it provides a stan-
dard of living below what an individual expects or
became accustomed to during his or her working years.



                                        July 1994 • EBRI Special Report & Issue Brief6

Or a group of retirees may have an adequate retirement
income in the sense that their standard of living exceeds
that of a previous generation of retirees but inadequate in
the sense that their standard of living falls below the one
they experienced during their working years. It is entirely
possible that what is judged to be adequate from a public
policy perspective may be considered inadequate when
viewed in the context of personal financial planning. Even
from a personal planning perspective, what constitutes
adequacy is likely to be very individual specific. While
some will expect their standard of living to remain exactly
the same after retirement, others may be willing to accept
something less once they move into retirement, still while
others may very well expect a significant improvement in
their standard of living.

Measures of retirement income security and
adequacy are typically based on replacement ratios: the
percentage of end-of-career pay that is received as retire-
ment income. However, determining what replacement
ratio will provide an adequate level of retirement income
depends on many factors, particularly individuals’ needs
and expectations for their lifestyle in retirement relative
to that of their final working years, as discussed above.
The fraction of preretirement income needed in retire-
ment to maintain a standard of living generally rises as
preretirement income falls. However, it may be more
useful at times to focus on real levels of consumption
needed and desired in retirement than on the percentage
relationship of retirement income to preretirement
income, when discussing what constitutes adequate
retirement income, especially for lower-income workers.
Some expenses, such as those for medical care and travel,
may rise in retirement, while others, such as work-related
and child care expenses will likely fall. Depending on the
individual situation, it may be more or less expensive to
maintain the same standard of living in retirement.

Before
evaluating
the prospec-
tive
retirement
income
security of the

baby boom generation, it is important to examine current
retirees’ economic security. Since the mid 1970s, the
income of individuals aged 55 and over has in-
creased in real terms, although it decreased
slightly between 1989 and 1992. Sources of income
have also shifted, with Social Security and employ-
ment-based pensions representing a greater
proportion of income and earnings and income
from assets representing a smaller proportion in
recent years.

The Census Bureau produces an annual demo-
graphic survey, the March Current Population Survey
(CPS), that includes an income supplement.3  Because it
is not possible to gain an accurate picture of retired
individuals’ income due to differing definitions of retire-
ment, this section discusses trends in income of the
population aged 55 and over and that of the population
aged 65 and over. The appendix at the back of this report
includes further detail on these individuals’ income over
time. Throughout this section and the appendix, mean
income calculations by income source include all indi-
viduals, whether or not they receive income from the
source, while median income calculations are based on
income source recipients only, excluding those with no
income from that source.

Sources of Income

In 1992, there were 52.1 million individuals in the

3  Data on sources of income are comparable through 1979 in the broad
categories of Social Security income, pension and annuity income, earnings,
income from assets, and other income. Census data for 1974 are comparable in
these broad income categories; however, the data tape obtained by the
Employee Benefit Research Institute (EBRI) for this research had only broader

income categories that still allowed for some comparison. More detailed
information on sources of income are available for 1988 and later years. The
survey also contains detailed demographic information in addition to income
data. This allows the examination of the level and sources of elderly income by
demographic variables.

Older Persons’
Current Status
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Table 1
Sources of Income of the U.S. Population Aged 55 and Over, Percentage Distribution of Population and

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

Total Aged 55+ Total Aged 65+

Percentage Percentage Percentage Percentage
distribution receiving distribution receiving
of income income Mediana Mean of income income Mediana Mean
by source by source income income by source by source income income

Total 100.0% 100.0% $11,858 $17,779 100.0% 100.0% $10,200 $14,901

Earnings 42.9 35.0 15,840 7,630 14.8 14.9 7,000 2,207

Retirement Income 38.0 71.0 7,500 6,755 61.1 95.3 7,512 9,102
OASDIb 23.1 64.9 6,280 4,113 40.8 92.7 6,382 6,082
Private pensionsc 7.1 19.1 4,337 1,259 9.8 24.6 3,960 1,457

former worker 6.5 16.9 4,600 1,163 8.9 21.7 4,040 1,331
survivor 0.5 2.5 2,846 96 0.8 3.3 2,700 126

Public pensionsc 7.2 10.6 10,000 1,284 9.7 12.7 9,000 1,447
former worker 6.5 9.0 10,704 1,150 8.4 10.7 9,600 1,258
survivor 0.8 1.7 6,378 135 1.3 2.3 6,372 189

IRAd/Keogh/401(k) 0.4 0.6 4,160 68 0.5 0.8 3,520 75
Annuitiese 0.1 0.4 2,142 15 0.2 0.6 2,020 23
Other retirement 0.1 0.3 3,000 15 0.1 0.3 3,000 18

Income from Assets 14.8 68.9 969 2,627 20.1 68.8 1,200 2,989
Interest 9.5 66.7 587 1,694 13.2 66.7 750 1,960
Dividends 2.9 19.2 762 516 4.1 18.6 1,000 607
Rent, royalties,

estates and trusts 2.4 10.9 1,500 418 2.8 10.0 1,750 421

Financial Assistancef 0.1 0.4 1,800 13 0.1 0.4 1,200 9

Nonpension
Survivors’ Benefits 0.8 1.3 4,694 149 0.9 1.6 4,500 133

Disability 0.7 1.6 5,835 125 0.5 1.1 4,596 77

Unemployment Compensation,
Workers’ Compensation,
and Veterans’ Benefits 1.5 6.1 2,640 265 1.3 4.8 2,400 200

Public Assistance/SSIg 0.8 5.3 2,232 142 0.9 6.0 1,836 135

Otherh 0.4 1.8 1,200 74 0.3 1.5 2,274 50

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.
cDoes not include disability benefits.
dIndividual retirement account.
eDoes not include survivor or disability payments.
fIncludes regular financial assistance from friends or relatives not living in the individual’s household.
gSupplemental Security Income.
hIncludes educational assistance, child support, alimony, and other sources of income.

United States aged 55 and over and 30.9 million
individuals aged 65 and over. Individuals aged 55
and over received a higher average income
($17,779) than individuals aged 65 and over
($14,901) (table 1). Among older individuals, most
received below average income as evidenced by a
median income below the mean income. The sources
of income received by individuals varies significantly
with age. Earnings represent 43 percent of the income of
individuals aged 55 and over, compared with 15 percent
of the income of individuals aged 65 and over. On the
other hand, Social Security comprises 41 percent of

income of individuals aged 65 and over, compared with
23 percent of the income of individuals aged 55 and over.
These differences in income indicate that a much greater
percentage of individuals over age 65 are retired than
individuals over the age of 55. Seventy-one percent of
individuals aged 55 and over and 95 percent of individu-
als aged 65 and over received some form of retirement
income (i.e., from Social Security, pensions, individual
retirement accounts (IRAs), annuities, etc.) in 1992.
Among individuals aged 65 and over, 93 percent received
Social Security benefits, and 38 percent received income
from a public or private pension or an IRA.
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Table 2
Sources of Retirement Income of the U.S. Population

Based on March Current Population Survey and National
Income and Product Accounts, 1992

March Current National Income and Net
Population Survey Product Accounts Difference

($billions)

OASDIa 235.7 $289.5 $ (53.8)
Private Pensions 72.6b 182.0c (109.4)
Public Pensions 75.7b 108.2c (32.5)
IRAd/Keogh/401(k) 4.3 e e

One shortcoming
of the CPS as an income
measure is that income
generated from lump-
sum distributions, paid
out by many pension
plans on job change and
retirement, may not be
accurately accounted for
in the income statistics. Individuals receiving a lump-
sum distribution may or may not report it as pension
income; however, these pension distributions, if pre-
served, generate income in retirement.4 Depending on
how an individual preserves a distribution, it may be
reported as pension income; income from IRAs, Keoghs,
and 401(k)s; or as income from annuities. In 1990,
12.2 million people received lump-sum distributions of
$125.8 billion, $71.4 billion of which were rolled over into
an IRA (Yakoboski, 1994).

Furthermore, the March CPS significantly
underestimates the elderly’s income, particularly the role
of the pension system in providing retirement income.
The Bureau of Economic Analysis (BEA) reports benefit
payments from various sources in the National Income
and Product Accounts (NIPA). The benefit payments
from retirement plans and Social Security should equal
the amount of income received by individuals as reported
in the CPS. However, in 1992 the March CPS underesti-
mated Social Security (including railroad retirement) by
$53.8 billion, private pensions by $109.4 billion, and
public pensions by $32.5 billion (table 2). If the March
CPS reflected all pension benefits as reported in the
NIPA, the percentage of elderly income provided by
pensions and Social Security would be nearly equal in
the aggregate. In 1992, Old-Age, Survivors, and Disabil-
ity Insurance (OASDI) benefits totaled $289.5 billion and

retirement. In addition, distributions that are preserved in a vehicle that
does not allow for regular payments (i.e., an IRA in which individuals may
draw money as they desire rather than in regular payments) may not be
reflected as income but play an important role in individuals’ economic
status.

4  Individuals were asked if they received any pension or retirement income
and if they received regular payments from an individual retirement account
(IRA). Therefore, preserved lump-sum distributions may be classified as
income from IRAs, Keoghs, and 401(k)s or as income from annuities or income
from assets, depending on how it was preserved and how it is received in

Source:  Employee Benefit Research Institute tabulations of the March
1993 Current Population Survey and U.S. Department of Commerce,
Bureau of Economic Analysis, Survey of Current Business, August 1993,
Vol. 73, No. 8 (Washington, DC:  U.S. Department of Commerce, Bureau
of Economic Analysis, 1993).
aOld-Age, Survivors and Disability Insurance; includes railroad retirement.
bDoes not include disability benefits.
cIncludes disability benefits.
dIndividual retirement account.
eData not available.

private and public
pension benefits totaled
$290.2 billion. The March
CPS reflects that, among
individuals aged 65 and
over in 1992, Social
Security provided
41 percent of income and
public and private

pensions, excluding IRAs, Keoghs, and 401(k)s, provided
20 percent of income (table 1). It appears that the NIPA
does not fully account for lump-sum distributions either,
and if these pension distributions were included, retire-
ment benefits would represent an even greater
percentage of retirement income. In 1990, there were
$148.8 billion in private pension benefits, according to
the NIPA, and $125.8 billion in lump-sum distributions,
according to Employee Benefit Research Institute/
Internal Revenue Service (EBRI/IRS) data. If the NIPA
included lump-sum distributions, the majority of which
were from private plans, that would imply that most
private pension benefits are paid out in lump-sum
distributions—an implication that does not seem
reasonable.

Income of the Older Population Over
Time

Median income received by both males and fe-
males aged 55 and over has increased dramatically
since the late 1940s (table 3). Median real income
for males aged 65 and over increased from $5,542
in 1947 to $14,789 in 1991 (an average of 2.3 percent
annually), and median real income received by
females aged 65 and over increased at a slightly
slower rate, from $3,194 to $8,436 (an average of
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Table 3
Median Elderly Income by Gender,

Selected Years 1947–1991

Males Females

55–64 65+ 55–64 65+

($1992)

1947 $13,589 $  5,542 $  5,577 $3,194
1950 13,355 5,280 4,916 2,843
1955 16,586 6,446 6,060 3,375
1960 18,688 7,398 6,165 3,578
1965 21,537 8,681 8,283 4,037
1970 26,083 10,449 10,007 5,170
1975 26,562 12,380 9,737 6,596
1980 27,129 12,516 8,397 7,205
1985 26,413 14,212 9,353 8,232
1990 26,626 15,225 10,091 8,634
1991 26,226 14,789 10,200 8,436

Source:  U.S. Department of Commerce, Economics and Statistics
Administration, Bureau of the Census, Money Income of House-
holds, Families, and Persons in the United States: 1991, Current
Population Reports Consumer Income Series P-60, no. 180
(Washington, DC: U.S. Government Printing Office, 1992).

2.2 percent) over the
same period (all figures
in 1992 dollars). During
the last decade, female
median real income
increased at a faster rate
than male income for
individuals aged 55–64
and at a slightly slower
rate than male income for
individuals aged 65 and
over. Between 1990 and 1991, there was a slight de-
crease in median income for all males and older females
(table 3).

Sources of income vary by age cohort and over
time (table 4). Median real income of individuals aged 55
and over increased between 1974 and 1989 from $11,425
to $12,509, and then decreased to $11,842 in 1992. While
aggregate median real income for individuals aged 55
and over decreased 2 percent between 1989 and 1992,
Social Security and pension and annuity income stayed
relatively flat, increasing 0.1 percent and 0.5 percent
respectively. The decrease in median real income be-
tween 1989 and 1992 was driven by the 11.7 percent
decline in real median income from assets and the
2.3 percent decline in real median earnings.

Similar trends occurred for individuals aged 65
and over and for each age cohort of individuals aged 65
and over. There was some decrease in real median
income for individuals aged 55–64 between 1974 and
1984 that was likely due to the decrease in earnings,
because a high percentage of these individuals relied on
earnings for a substantial percentage of their income
(table 4).

The percentage of the older population receiving
income from various sources has shifted over time.
Between 1974 and 1992, the percentage of persons aged
55 and over receiving Social Security increased from
58.2 percent to 65.4 percent, and the percentage of these
individuals receiving employment-based pensions and
annuities increased from 18.2 percent to 30.2 percent.

The percentage of older
individuals receiving
income from assets
increased dramatically
between 1974 and 1979,
from 46.1 percent to
70.4 percent and has
remained relatively
constant since then. The
percentage receiving
income from earnings and

other income sources (i.e., public assistance, unemploy-
ment insurance, workers’ compensation, veterans’
benefits, financial assistance from individuals outside
the household, etc.) decreased. Trends in income
recipiency of individuals aged 65 and over followed the
same general patterns, although the percentages of these
individuals receiving income from various sources
differed greatly from those of individuals aged 55 and
over (table 5).

The composition of the older population’s income
has also shifted over time. Among individuals aged 55
and over, Social Security and employment-based
pensions represented an increasing percentage of
income between 1974 and 1992, with the contribu-
tion from Social Security rising from 19.5 percent
to 23.6 percent and that of employment-based
pensions increasing from 8.5 percent to 15 percent
(table 5). Income from assets increased signifi-
cantly as a percentage of income between 1974 and
1984 and has since declined. Earnings have de-
creased 14 percentage points, from 57 percent of
income in 1979 to 43 percent in 1992. Income from
other sources has remained relatively constant,
contributing roughly 3 percent of elderly’s annual
income. The composition of income of individuals aged
65 and over followed similar trends. However, Social
Security as a percentage of income remained relatively
flat for these individuals, indicating that the increase in
the proportion of income represented by Social Security
for individuals aged 55 and over is due to more individu-
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Table 4
Median Income of the Population Aged 55 and Over by Age and Income Source,

Selected Years 1974–1992

Total Total
Aged 55+ Aged 65+ 55–61 62–64 65–69 70–79 80+

Total

1974a $11,425 $8,674 $20,490 $14,653 $ 9,676 $ 8,600 $7,492
1979 10,793 8,795 17,812 13,214 10,127 8,743 7,517
1984 11,349 9,659 16,536 13,039 11,081 9,657 7,977
1989 12,509 10,765 18,356 14,478 12,423 10,749 9,083
1992 11,842 10,200 18,043 13,620 11,302 10,361 8,947

OASDIb

1974 5,854 6,033 5,601 4,778 5,806 6,306 5,746
1979 5,674 5,798 5,598 4,522 5,643 5,989 5,691
1984 6,045 6,234 5,757 4,710 6,118 6,270 6,121
1989 6,332 6,504 5,884 5,011 5,886 6,789 6,618
1992 6,348 6,420 6,000 5,143 6,015 6,514 6,681

Pensions and annuitiesa,c

1974a 5,464 5,123 8,538 6,010 5,362 5,123 3,961
1979 5,658 4,824 9,025 6,957 5,338 4,638 4,402
1984 5,476 4,694 8,733 7,025 5,476 4,350 3,896
1989 5,920 5,211 9,504 7,673 6,291 4,874 4,073
1992 6,000 5,076 10,000 8,000 6,204 5,024 3,600

Income from assets

1974 1,423 1,821 1,110 1,352 1,708 1,958 1,779
1979 966 1,353 696 966 1,248 1,366 1,353
1984 1,499 2,067 987 1,362 1,831 2,213 2,283
1989 1,436 1,923 987 1,245 1,707 2,086 1,980
1992 989 1,200 572 750 1,083 1,210 1,300

Earnings

1974 17,075 6,113 22,767 19,921 6,830 5,123 4,354
1979 17,393 6,646 21,654 18,939 7,730 5,539 3,247
1984 15,647 5,858 19,559 16,905 6,817 4,564 3,260
1989 16,972 7,694 22,063 16,972 9,052 5,657 4,526
1992 15,840 7,000 20,200 15,000 8,300 6,000 5,000

Othera,d

1974a 2,739 2,669 3,039 2,869 2,732 2,598 2,732
1979 2,213 2,125 2,319 2,763 1,980 2,114 2,300
1984 2,086 1,956 2,477 2,086 2,034 1,964 1,784
1989 2,263 1,989 2,715 2,608 2,172 1,926 1,901
1992 2,400 2,264 2,628 3,334 2,400 2,172 2,100

Source:  Employee Benefit Research Institute tabulations of the March 1970, March 1975, March 1980, March 1985,
March 1990, and March 1993 Current Population Surveys.
aMedian pension income in 1974 may be overstated, and median “other” income may be understated. Total private
pension income of individuals aged 55 and over in 1974 was $10,451 million; however, because some sources of
income in the “other” category are included in private pension income, 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.
cIncludes pension, annuity, survivors,’ and disability benefits.
dIncludes public assistance, Supplemental Security Income, unemployment compensation, workers’ compensation,
veterans’ 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.
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Table 5
Sources of the Older Population’s Income Over Time, Selected Years 1974–1992

1974a 1979 1984 1989 1992

Percentage of the Older Population Receiving Various Income Sources

Aged 55+

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

Aged 65+

Total Income 100.0 100.0 100.0 100.0 100.0
OASDIb 88.6 91.0 92.6 92.5 93.4
Pensions and annuitiesa,c 24.0 26.6 30.1 34.7 37.2
Income from assets 47.4 68.9 69.4 70.3 68.8
Earnings 21.9 17.5 15.2 16.4 14.9
Othera,d 17.3 15.3 13.6 13.4 12.9

Distribution of the Older Population’s Income by Income Source

Aged 55+

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

Aged 65+

Total Income 100.0 100.0 100.0 100.0 100.0
OASDIb 42.0 42.7 40.5 38.6 41.7
Pensions and annuitiesa,c 14.0 14.8 15.0 17.5 20.1
Income from assets 18.2 21.5 28.2 25.2 20.5
Earnings 21.3 17.3 13.3 15.8 14.8
Othera,d 4.5 3.6 2.9 2.9 3.0

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 older 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 of individuals aged 55 and over in 1974 totaled $10,451
million; however, because some sources of income in the “other” category are included in private pension income, 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.
cIncludes pension, annuity, survivors,’ and disability benefits.
dIncludes public assistance, Supplemental Security Income, unemployment compensation, workers’ compensation, veterans’
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.

als aged 55–64 claiming Social Security benefits.
Trends in the older population’s income also vary

by income quintile. Most individuals aged 65 and over
receive income from Social Security, ranging from
87 percent in the highest income quintile to 97 percent in
the middle income quintile in 1992 (table 6). A greater
percentage of the middle and higher income older
population receive pension income than those with lower
income. For example, 37 percent of individuals in the

third income quintile and 63 percent of individuals in the
fourth income quintile received income from private
pensions, compared with 5 percent of individuals in the
lowest income quintile and 12 percent of individuals in
the second income quintile. The percentage of individu-
als receiving earnings and income from assets generally
increased with income.

The percentage distribution of the income of the
population aged 65 and older also varies by income.



                                        July 1994 • EBRI Special Report & Issue Brief12

Table 6
Sources of Income of the U.S. Population Aged 65 and Over by Income Quintile,

Selected Years 1974–1992

Total Lowest 2 3 4 Highest

Percentage of the Older Population Receiving Various Income Sources

OASDIa

1974 88.6% 82.0% 90.4% 94.8% 94.3% 79.6%
1979 91.0 82.5 95.5 96.6 95.6 83.9
1984 92.6 87.7 96.1 96.9 95.6 86.7
1989 92.5 89.7 95.7 96.5 95.5 85.1
1992 93.4 89.5 96.7 97.4 96.4 87.1

Pensions and annuitiesb,c

1974b 24.0 2.2 5.0 14.5 40.0 50.8
1979 26.6 2.4 6.6 21.0 45.2 54.6
1984 30.1 3.2 10.5 29.0 52.3 53.5
1989 34.7 4.9 13.0 35.8 58.3 59.9
1992 37.2 5.4 11.9 37.2 62.5 66.2

Income from assets
1974 47.4 16.6 23.4 42.1 62.8 81.6
1979 68.9 43.9 51.8 70.2 82.8 92.3
1984 69.4 42.1 49.1 73.2 85.2 95.0
1989 70.3 44.6 53.1 72.6 85.4 94.3
1992 68.8 46.1 50.7 70.1 82.1 92.7

Earnings
1974 21.9 8.8 8.6 13.6 25.8 48.1
1979 17.5 4.5 5.9 10.8 23.1 41.4
1984 15.2 4.6 5.7 12.0 19.8 33.0
1989 16.4 4.5 6.1 12.8 20.0 37.8
1992 14.9 3.6 5.3 10.9 17.7 35.4

Otherb,d

1974b 17.3 14.5 27.2 21.8 13.8 8.3
1979 15.3 18.7 24.7 16.3 9.7 8.0
1984 13.6 20.0 21.6 11.7 7.5 7.7
1989 13.4 18.2 18.6 9.9 9.7 11.1
1992 12.9 15.9 17.9 9.7 9.6 11.7

Distribution of the Older Population’s Income by Income Source

OASDIa

1974 42.0% 88.6% 77.7% 74.6% 55.4% 19.9%
1979 42.7 79.1 78.7 71.9 51.9 20.5
1984 40.5 80.2 79.7 68.1 48.0 19.6
1989 38.6 81.5 78.8 65.2 45.8 17.9
1992 41.7 82.6 81.1 69.6 50.5 20.4

Pensions and annuitiesb,c

1974b 14.0 1.5 2.3 4.6 14.4 18.8
1979 14.8 1.1 2.1 5.5 15.7 20.6
1984 15.0 1.2 2.8 8.2 18.5 18.9
1989 17.5 2.0 3.8 10.6 21.1 21.6
1992 20.1 2.1 3.2 10.6 22.9 25.9

Income from assets
1974 18.2 3.8 4.4 7.4 14.1 25.7
1979 21.5 7.1 9.1 13.1 19.5 28.4
1984 28.2 7.4 8.5 16.5 23.5 38.6
1989 25.2 6.7 9.1 16.1 22.4 33.2
1992 20.5 6.6 8.0 12.6 16.6 27.5

Earnings
1974 21.3 -3.2 2.8 4.8 11.4 33.8
1979 17.3 0.3 1.6 3.9 9.9 28.8
1984 13.3 0.2 1.5 3.7 8.2 21.3
1989 15.8 0.2 1.7 5.0 8.6 25.3
1992 14.8 -0.4 1.5 4.3 7.6 24.1

(continued)
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Table 6 (continued)

Total Lowest 2 3 4 Highest

Otherb,d

1974b 4.5 9.3 12.8 8.6 4.7 1.7
1979 3.6 12.3 8.5 5.5 3.0 1.7
1984 2.9 11.0 7.5 3.6 1.8 1.7
1989 2.9 9.7 6.6 3.1 2.1 2.0
1992 3.0 9.1 6.1 2.8 2.4 2.2

Source:  Employee Benefit Research Institute tabulations of the March 1970, March 1975, March 1980, March 1985, March
1990, and March 1993 Current Population Surveys.
aOld-Age, Survivors and Disability Insurance; includes railroad retirement.
bIn 1974, the percentage of income of the older population represented by pension income may be overstated and the
percentage of income represented by “other” income sources may be understated. Total private pension income of individuals
aged 55 and over in 1974 was $10,451 million; however, because some sources of income in the “other” category are included
in private pension income, 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.

cIncludes pension, annuity, survivors,’ and disability benefits.
dIncludes public assistance, Supplemental Security Income, unemployment compensation, workers’ compensation, veterans’
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.

Earnings, income from assets, and pensions and annuities
were a larger source of income for higher-income individu-
als in 1992, while Social Security benefits generally
contributed more to the total income of low-income
individuals. While all individuals aged 65 and over rely on
Social Security for 42 percent of income, individuals in the
lowest income quintile receive 83 percent of their income
from Social Security, compared with individuals in the
highest income quintile, who receive 20 percent of their
income from Social Security (table 6).

Relationship between Wealth and Income

Measuring the economic well-being of the elderly by
income measures alone does not give a complete picture of
the older population’s economic situation. Individuals with
the same income levels may have dramatically different
wealth profiles resulting in different levels of economic
security. Resources available by drawing on assets or
reduced expenses resulting from living in owner-occupied
homes reduce the amount of income necessary for the
elderly to live comfortably in retirement. Furthermore,
interest and dividends, which are directly related to
wealth, comprise 28 percent of the income of elderly who
are above the poverty line, compared with only 4 percent
of the income of those who are in poverty (Quinn and
Smeeding 1993). Financial wealth is also a determinant of
participation in entitlement programs for the elderly, such
as Medicaid.

The Survey of Consumer Finance provides wealth
and income data and allows evaluation of the relationship
between wealth and income. In general, wealth holdings
are positively correlated with income. According to

Congressional Budget Office tabulations of the Survey of
Consumer Finance, in 1989, median household wealth
among individuals aged 55–64 ranged from no wealth for
unmarried individuals in the lowest income quintile to
$425,000 for married individuals in the highest income
quintile (table 7). Median wealth of households in which
the head of household was married was far greater than
that of households in which the head was unmarried.
Households with the lowest incomes had the
lowest median wealth-to-income ratios, indicating
that they are relying more on income than wealth,
compared with higher-income groups. These
individuals are of most concern in evaluating the
future of the Social Security program, as on aver-
age they have little wealth and rely on Social
Security for the major part of their income.

Factors in addition to wealth, such as transfer
payments, may improve economic status in retirement.
Altering the definition of income to include realized
capital gains, government noncash income, imputed rent
for owner-occupied housing, employer-provided health
insurance and Medicare greatly increases measures of
income received by the elderly relative to measures of
income based on cash income only (table 8). Mean pretax
income of elderly households with individuals aged 65
and over as a percentage of all household pretax income
was 70 percent in 1991 (unadjusted for family size).
Using an expanded definition of income5 results in a

5  The expanded income definition includes realized capital gains, employer-
provided health insurance, noncash transfers of health insurance, including
Medicare and Medicaid, food stamps, and public housing, and subtracts
federal and state income taxes and payroll taxes.
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Table 7
Median Elderly Household Wealth and the Ratio of Median Household Wealth to Income,

by Income Quintiles, 1989

Median Ratio of  Wealth to Income Median Wealth

Aged 55–64 Aged 65–74 Aged 55–64 Aged 65–74

All Households
Lowest 0.55 1.84 $  8,100 $ 10,400
2 3.70 5.23 50,000 51,000
3 3.67 6.36 98,200 96,700
4 2.88 4.15 109,300 108,300
Highest 3.62 6.00 331,200 333,200
Median 3.07 4.83 97,200 81,500

Unmarried Head of Household
Lowest 0.00 0.94 0 3,700
2 2.58 2.60 19,200 20,900
3 2.48 5.92 46,100 60,600
4 3.92 5.75 97,200 79,600
Highest 2.92 7.19 182,000 228,400
Median 2.58 3.99 43,100 50,800

Married Head of Household
Lowest 3.90 3.95 39,900 44,500
2 3.83 6.36 97,700 88,000
3 3.18 2.89 116,200 67,800
4 2.76 4.67 162,900 158,200
Highest 4.86 6.83 425,000 491,000
Median 3.51 5.23 119,500 130,200

Source:  Congressional Budget Office tabulations using the Survey of Consumer Finances in 1989, Baby
Boomers in Retirement:  An Early Perspective (Washington, DC: Congressional Budget Office, 1991).

ratio of elderly to nonelderly mean income of 81 percent.
If implicit rental income of owner-occupied homes is
added to the income measure, the ratio increases to
86 percent.

The finan-
cial
situation of
the baby
boomers
once they
reach

retirement will to a large degree be a function of
their participation in employment-based retire-
ment plans today. This section examines sponsorship,
participation, and vesting rates of workers today in such
plans by worker demographic and work-related charac-
teristics. Today’s figures are put into context by
examining trends in pension participation rates both
over the long term and within the last decade. Attention
is also focused on the types of plans employers are
sponsoring for workers today. The relative growth of
defined contribution plans has received much attention
and is considered by some to have been a negative
development for retirement income security. The validity
of such arguments is considered here.

Historical Trends

Over the past five decades, the trend in participa-
tion rates in employment-based retirement plans
has been upward. In that sense, successive genera-
tions of workers have become better off.
Participation rates in private employment-based
retirement plans among nonagricultural wage and
salary workers increased steadily over the period
1940 to 1974 (the latest year for which data are
available for this particular series), rising from
14.6 percent to 46.5 percent (table 9). The number of
workers participating in these plans rose from
4.1 million to 29.8 million over this same time period.

Recent Trends

Much attention has been focused on the well-documented
drop in pension sponsorship and participation rates over
the 1980s.6 However, many people are not aware of the
trends since the latter 1980s into the beginning of the
1990s. Specifically, pension trends appear to have

Baby Boomers
& Pension Plans

6  See Joseph S. Piacentini, “Pension Coverage and Benefit Entitlement: New
Findings from 1988,” EBRI Issue Brief no. 94 (Employee Benefit Research
Institute, September 1989).



July 1994 • EBRI Special Report & Issue Brief 15

Table 8
Ratio of Mean Household Income of Elderly Aged 65 and Over to Mean Household

Income of All Households, 1991

Income Concept Unadjusted for Family Size Adjusted for Family Sizea

Ratio of Means
Money income before taxesb 0.70 0.85
Expanded incomec 0.81 0.99
Expanded income plus implicit rentsd 0.86 1.05

Source:  Joseph F. Quinn and Timothy M. Smeeding, “The Present and Future Economic Well-
Being of the Aged,” Pensions in a Changing Economy (Washington, DC: Employee Benefit
Research Institute, 1993).
aAdjusted incomes were computed by using the U.S. Census Bureau’s poverty line equivalence

scale to transform unadjusted income.  The average household size for families was 2.63 persons,
compared with 1.65 for all households headed by a person aged 65 and over in 1991.

bMoney income before taxes is the traditional U.S. Census Bureau measure of income used to
generate annual income and poverty statistics.

cExpanded income adds realized capital gains, employer-provided health insurance, and noncash
transfers of health insurance taxes.  Medicare and Medicaid are measured at their fungible value,
i.e., they are counted as income only to the extent that they free up resources over and above
basic food and housing requirements that could have been spent on health care.

dExpanded income plus implicit rent adds a measure of the implicit rental income of owner-
occupiers’ rate of return (6.89 percent in 1991) applied to the net equity in owned homes and
subtracts property taxes owed on these homes from the expanded income measure defined in
footnote c above.

Table 9
Historical Private Pension Plan Participation Trends

of All Private Nonagricultural Wage and Salary Workers,
Selected Years  1940–1974

Workers Participating Percentage of
Private Wage and in Private Workers Participating

Salary Workers Pension Plans in Private
(thousands) (thousands) Pension Plans

1940 28,159 4,100 14.6%
1945 34,431 6,400 18.6
1950 39,170 9,800 25.0
1955 43,727 14,200 32.5
1960 45,836 18,700 40.8
1965 50,689 21,800 43.0
1970 58,325 26,100 44.7
1974 64,095 29,800 46.5

Source: Alfred Skolnik, “Private Pension Plans, 1950–74,” Social Security
Bulletin (June 1976): 3–17; and U.S. Department of Labor, Bureau of Labor
Statistics, Employment and Earnings (Washington, DC: U.S. Government
Printing Office, March issues).

7  See Paul Yakoboski and Sarah Boyce, “Pension Coverage and Participation
Growth: A New Look at Primary and Supplemental Plans,” EBRI Issue Brief
no. 144 (Employee Benefit Research Institute, December 1993); 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, May 1994.

8  Workers were asked if their employer or union had a retirement plan for any
of its employees. A worker who answered yes was counted as working for an
employer where a plan was sponsored. These workers  then were asked if they
were included in the retirement plan. Workers who answered yes were counted
as participating in an employment-based plan. Respondents reporting that
they were a plan participant were asked if they could eventually receive some
benefits from this plan on reaching retirement age if they were to leave the

reversed direction or, at minimum, ceased their decline.7

After decreases in the proportion of workers who work
for an employer where a plan is sponsored for any of the
employees, actually participating in a plan, and vested in

a plan over the time period 1984–1987, all three percent-
ages increased between 1987 and 1991, according to
Bureau of the Census tabulations of the Survey of
Income and Program Participation (SIPP).8
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Table 10
Pension Eligibility—Wage and Salary Workers Aged 25 and Over:  1984, 1987, and 1991

Employer Workers Workers
Sponsorship Sponsors Participation Participating Vesting Vested

Year Workers Rate a Plan Rate in a Plan Rate in Plan

(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.

present employer now or in the next few months. They were also asked if their
retirement benefits from this plan could be received in a lump-sum payment. If
they answered yes to either question, they were counted as vested.

9  Data for 1988 are tabulated under two methodologies to allow for comparabil-
ity with earlier years’ surveys. Workers who reported that their employer or
union did not have a pension plan or retirement plan for any of its employees
were not counted as working for an employer where a plan was sponsored in the

first line of 1988 data reported in table 11 even if they did report that their
employer offered a profit sharing plan or a stock plan in a follow up question.
Additionally, participants who reported not being able to receive some benefits
at retirement age if they were to leave the plan now were not counted as vested,
even if they later responded that they could receive a lump-sum distribution if
they left their plan now. Data for 1988 reported above, and in the second line
of 1988 data in table 11 includes these individuals.

The pension sponsorship rate among 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 10). The
participation rate went from 55.1 percent to
52.7 percent to 53.1 percent. In 1984, 52.7 million
workers worked for an employer where a retirement plan
was sponsored, compared with 55.7 million in 1987 and
61.4 million workers in 1991. The number of workers
participating rose from 43.3 million in 1984 to
44.3 million in 1987 to 48.2 million in 1991. The pro-
portion of workers vested in a plan was greater in
1991 than in 1984; the vesting rate fell slightly from
45.1 percent in 1984 to 44.8 percent in 1987 and
then rose 2.6 percentage 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 time
period (table 10).

These trends were driven by sizable in-
creases in the sponsorship 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 sponsorship rate among
female workers rose over 3 percentage points to
66.7 percent in 1991 (table 10). 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 10).

By comparison, both sponsorship rates and
participation rates for male workers fell between 1987
and 1991, although by smaller increments than the fall
between 1984 and 1987. The male sponsorship rate fell
from 69.8 percent in 1984 to 68.8 percent in 1987 to
68.5 percent in 1991 (table 10). 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 rose back to 50.3 percent in
1991 (table 10).

More recent data from the April 1993 CPS
employee benefit supplement reinforces the upward
trend in sponsorship, participation, and vesting rates
since the late 1980s (table 11). Between 1988 and 1993,
the pension sponsorship rate among all civilian workers
aged 16 and over stayed flat, at 57 percent, while the
total number of individuals working for an employer
where a plan was sponsored increased from 65 million to
67 million.9 The participation rate and vesting rates
increased from 43 percent to 44 percent and from
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Table 11
Trends in Pension Sponsorship, Participation, and Vesting Among Civilian Workers

Aged 16 and Over, 1979, 1983, 1988, 1993

Employer Workers Workers
Sponsors Participating Vested Sponsor- Partici- Sponsored Participant

Workers a Plan in Plan in Plan ship pation Participation Vesting Vesting
(millions) (millions) (millions) (millions) Rate Rate Rate rate Rate

All Civilian Workers
1979 95 53 44 23 56% 46% 81% 24% 52%
1983 99 52 43 24 52 43 83 24 57
1988a 114 62 47 32 55 42 76 28 68
1988b 114 65 49 38 57 43 75 34 77
1993 118 67 51 44 57 44 76 38 86

All Males
1979 56 33 29 16 59 51 87 28 55
1983 56 30 26 16 54 47 88 28 60
1988a 63 35 28 20 55 45 81 31 70
1988b 63 36 29 23 58 46 80 36 78
1993 64 36 30 25 56 45 81 39 86

All Females
1979 39 21 15 7 52 38 73 18 46
1983 43 21 16 8 50 38 76 20 52
1988a 51 27 19 13 54 38 70 25 66
1988b 51 29 20 15 57 40 70 30 76
1993 54 32 23 19 58 42 72 36 86

Nonagricultural
Wage and Salary

1979 85 52 42 21 61 50 81 25 51
1983 88 50 41 22 56 46 82 25 55
1988a 102 60 45 30 59 44 75 29 67
1988b 102 63 47 36 62 46 75 35 76
1993 106 66 50 43 62 47 76 40 86

Source: Employee Benefit Research Institute tabulations of the May 1979, May 1983, May 1988, and April 1993 Current Population
Survey employee benefit supplements.
aWorkers who reported that their employer or union did not have a pension plan or retirement plan for any of its employees were not
counted as working for an employer where a plan was sponsored, even if they reported that their employer offered a profit-sharing
plan or a stock plan in a followup question. Participants who reported not being able to receive some benefits at retirement age if
they were to leave the plan now were not counted as vested, even if they later responded that they could receive a lump-sum
distribution if they left their plan now. This allows comparability with the tabulations from earlier years.

bWorkers who reported that their employer or union did not have a pension plan or retirement plan for any of its employees were
counted as working for an employer where a plan was sponsored, if they reported that their employer offered a profit-sharing plan or
a stock plan in a followup question.  Participants who reported not being able to receive some benefits at retirement age if they were
to leave the plan now were counted as vested if they later responded that they could receive a lump-sum distribution if they left their
plan now. This allows comparability with the tabulations from 1993.

view of the attention that has been focused on
the decline in pension sponsorship rates and
participation rates during the 1980s. Especially
notable is the strong growth rates for females, a
group that has historically received relatively
little income from employment-based retire-
ment plans in their older years (Grad and Foster,
1979, and Grad, 1992, 1990, and 1981-1985). These
figures indicate that the situation of many female
boomers is likely to be very different from that of their
mothers and grandmothers in that they will receive
meaningful benefits from such employment-based
plans. These trends will be further enhanced by
legally improved survivors’ benefits.

34 percent to 38 percent, respectively.
The percentage of male workers working for an

employer where a plan was sponsored decreased between
1988 and 1993, from 58 percent to 56 percent (table 11).
Over the same period the male participation rate fell from
46 percent to 45 percent, but the male vesting rate rose
from 36 percent to 39 percent. Female sponsorship rates
increased from 57 percent to 58 percent between 1988
and 1993. Over the same period the female participation
rate rose from 40 percent to 42 percent and the female
vesting rate increased from 30 percent to 36 percent
(table 11).

The overall increases between 1988 and
1993, although not always sizable, are notable in
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Sixty-two percent of
all civilian

nonagricultural wage
and salary workers
aged 16 and over in

1993 were working for
an  employer where a
retirement plan was

sponsored.

single-employer pension plan. Employee contributions to either defined
contribution or defined benefit plans and investment income earned on
employee contributions to defined contribution plans are immediately vested.
Multiemployer plans may also use a 10-year cliff vesting schedule, which
means that employees do not attain vested rights to employer contributions
until they have completed 10 years of service but become 100 percent vested at
that time. Multiemployer plans may provide for cancellation of part of a vested
benefit when the participant’s employer “withdraws.” Public plans, which are
included in these tabulations, are not required to adhere to ERISA standards.

10  The Employee Retirement Income Security Act of 1974 (ERISA) requires a
plan to adopt vesting standards for the employee’s benefit (the account balance
under a defined contribution plan or the accumulated benefit under a defined
benefit plan) at least as liberal as one of the following two schedules: full
vesting (100 percent) after five years of participation in the plan (with no
vesting prior to that time, known as cliff vesting) or graded (gradual) vesting
of 20 percent after three years of service and an additional 20 percent after
each subsequent year of service until 100 percent vesting is reached at the end
of seven years of service. These rules apply to employer contributions to a

Sponsorship, Participation,
and Vesting, 1993

Individuals who work for an employer
that sponsors a retirement plan will receive retirement
income from that plan provided they meet the plan’s age
and service requirements for participation and vesting.
Examining the demographic and work-related characteris-
tics of those workers who work for an employer where a
plan was sponsored for any of the employees, participate in
a plan, and are vested in such plans provides insight into
who will benefit from pension income in their retirement.

According to Employee Benefit Research Institute
(EBRI) tabulations of the April 1993 CPS employee benefit
supplement, 62.1 percent of all civilian nonagricultural
wage and salary workers aged 16 and over in 1993 were
working for an employer where a retirement plan was
sponsored (table 12).  In 1993, 75.9 percent of those
workers working for an employer where a retirement
plan was sponsored participated in the plan. Thus,
47.1 percent of all civilian nonagricutural wage and
salary workers actually participated in an employ-
ment-based retirement plan in 1993 (table 12). A worker
becomes vested in a plan, i.e., earns the right to receive
nonforfeitable and nonrevocable benefit payments from the
plan, generally only after having worked for the sponsoring
employer for a minimum number of years.10 In 1993,
85.5 percent of these workers participating in an
employment-based plan were vested in that plan, and
40.3 per- cent of all workers were vested in a plan
(table 12).

The incidence of pension sponsorship and participa-
tion varied with worker demographics (table 12).

Sponsorship and participation rates
generally rose with earnings, firm
size, and tenure. Sponsorship and
participation rates were higher in

the public sector than the private sector and increased
with the number of hours worked. Within the private
sector, workers in the communications and utilities;
manufacturing; finance, insurance, and real estate; and
mining sectors were most likely to be working for an
employer that sponsors a plan and participate in the
plan. Also, workers covered by a union contract were
more likely to be working for an employer where a
retirement plan was sponsored and participate in the
retirement plan. Employment-based retirement plan
sponsorship and participation rates increased and then
decreased with worker age, with sponsorship rates
peaking for workers aged 41–50 and participation rates
peaking for workers aged 51–60.

While sponsorship and participation rates
increased for women and decreased for men during the
recent past, men were still more likely than women to be
working for an employer where a retirement plan was
sponsored and participate in a pension plan. In 1993, the
sponsorship rate for male civilian nonagricultural wage
and salary workers (62.3 percent) was slightly greater
than that for their female counterparts (61.8 percent),
and the sponsorship participation rate for males
(80.2 percent) was greater than that for females
(71.2 percent) (table 12).

Given that vesting is a function of employment
tenure, it is not surprising that vesting rates among plan
participants were positively related to those job-related
and demographic characteristics most correlated with
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Table 12
Pension Sponsorship, Participation, Vesting Among Civilian, Nonagricultural Wage and Salary Workers, Aged 16 and Over, 1993

Total Workers Sponsorship Participation Sponsored Vesting Participant
(thousands) Rate Rate  Participation Rate Rate Vesting Rate

Total 105,815 62.1% 47.1% 75.9% 40.3% 85.5%

Annual Hours
1–499 3,436 32.1 5.0 15.5 3.9 78.9
500–999 5,025 41.8 9.9 23.6 8.7 87.7
1,000–1,499 8,085 47.8 22.5 47.1 17.6 78.0
1,500–1,999 12,335 59.5 42.9 72.0 35.7 83.3
2,000 or more 68,614 70.3 58.5 83.2 50.4 86.1

Tenure
Less than 1 year 19,643 39.3 10.9 27.7 6.4 59.2
1–4 years 34,345 55.5 35.2 63.5 25.9 73.5
5–9 years 21,167 68.9 60.3 87.5 51.9 86.1
10–14 years 11,380 77.1 72.1 93.5 67.1 93.1
15 or more years 17,552 83.9 80.0 95.3 76.1 95.2

Age
16–20 6,634 32.2 3.5 11.0 1.6 45.6
21–30 26,359 56.6 33.8 59.8 25.8 76.2
31–40 31,047 65.8 52.7 80.1 45.0 85.3
41–50 23,459 70.6 61.5 87.1 54.5 88.7
51–60 13,164 66.8 59.3 88.8 53.3 89.9
61–64 2,781 62.4 51.3 82.3 47.7 92.9
65 and up 2,371 46.1 29.0 63.0 26.6 91.6

Firm Size
Fewer than 25 22,499 18.8 14.2 75.6 12.5 87.8
25–99 12,901 46.3 33.7 72.8 29.0 86.0
100 or more 62,484 82.5 63.6 77.1 54.7 86.0

Annual Earnings
Less than $5,000 2,207 29.3 3.0 10.3 2.2 71.2
$5,000–$10,000 4,261 39.5 12.9 32.8 9.8 75.5
$10,001–$14,999 7,657 48.7 29.3 60.1 22.2 75.8
$15,000–$19,999 9,349 62.7 45.2 72.0 36.1 79.9
$20,000–$24,999 9,403 73.4 60.6 82.6 51.7 85.2
$25,000–$29,999 7,620 75.6 64.4 85.2 54.5 84.6
$30,000–$49,999 16,949 82.6 75.1 90.9 67.0 89.2
$50,000 or more 7,542 85.2 79.6 93.5 73.4 92.2

Sex
Male 55,582 62.3 50.0 80.2 42.8 85.6
Female 50,233 61.8 44.0 71.2 37.6 85.3

Union Status
Union covered 18,498 88.4 78.7 89.0 67.0 85.1
Not union covered 87,317 56.5 40.5 71.6 34.7 85.7

Industry
Federal government 3,268 90.0 79.0 87.7 70.4 89.2
State and local government 15,228 89.3 74.4 83.3 66.0 88.7
Mining 648 73.3 66.9 91.3 60.4 90.2
Construction 4,868 35.4 29.7 84.0 25.2 84.8
Manufacturing-nondurables 8,095 68.2 55.5 81.3 45.8 82.5
Manufacturing-durables 10,714 76.5 63.5 83.0 54.9 86.5
Transportation 4,064 60.4 47.0 77.8 39.0 83.1
Communications, utilities 2,426 89 77.9 87.5 69.7 89.4
Wholesale trade 4,426 56.6 45.4 80.3 38.2 84.1
Retail trade 18,175 42.2 24.1 57.0 19.3 80.0
Finance, insurance, real estate 6,927 70.4 52.6 74.7 45.6 86.7
Business, personal  entertainment

services 10,629 30.3 19.0 62.8 15.8 83.0
Professional services 16,346 63.2 42.5 67.3 35.3 83.1

Race
White 90,654 62.2 47.7 76.6 41.0 86.1
Black 11,622 62.7 45.3 72.3 36.8 81.3
Other 3,539 57.1 40.1 70.2 32.7 81.7

Source: Employee Benefit Research Institute tabulations of the April 1993 Current Population Survey employee benefit supplement.
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Table 13
Marital and Pension Status of Individuals Aged 45–59  in 1990

Single Married

Total Persons (in millions) 9.86 26.50

Percentage Percentage

Neither Participating nor Receiving 60.4% 31.5%
Respondent Only Receiving 2.8 1.9
Spouse Only Receiving 3.7
Both Receiving 0.4
Respondent Only Participating 35.7 19.5
Respondent Participating and Receiving 1.1 1.0
Respondent Participating and Spouse Receiving 1.0
Respondent Participating and Both Receiving 1.4
Spouse Only Participating 18.5
Spouse Participating and Respondent Receiving 0.8
Spouse Participating and Spouse Receiving 1.4
Spouse Participating and Both Receiving 0.0
Both Participating and Neither Receiving 18.5
Both Participating and Respondent Receiving 0.6
Both Participating and Spouse Receiving 0.7
Both Participating and Both Receiving 0.0

Total Percentage with Some Benefit 39.6 69.4

Total Number Getting Some Benefit 3.90 18.39

Source:  Sylvester J. Schieber and Gordon P. Goodfellow, Pension Coverage
in America:  A Glass Two-Thirds Full or One-Third Empty? Presentation at
U.S. Department of Labor, Pension and Welfare Benefits Administration
Conference, Pension Coverage:  Where Are We Going?,  Washington, DC,
April 16,1993.

tenure, i.e., earnings
and age. Plan partici-
pant vesting rates did
not vary greatly with
other worker and job-
related characteristics
(table 12).

Pension
Participation
Over a Lifetime

Workers in the 41–50
age group reported the
highest rate of pension sponsorship for 1993
(70.6 percent). This compares with 56.6 percent of
workers aged 21–30 and 32.2 percent of workers aged
16–20 who reported working for an employer who
sponsored a retirement plan. Plan participation was also
greatest among workers aged 41–50 (61.5 percent).
Thirty-four percent of workers aged 21–30 and
3.5 percent of workers aged 16–20 reported participating
in their employer’s plan. While the low sponsorship
and participation rates among the young hold
down the rates for the total work force, it can be
assumed, based on past experience, that many of
the young will move into jobs where the employer
sponsors a retirement plan and participate in such
plans as they become older.

For this reason, Schieber and Goodfellow (1993)
argue that, when evaluating the potential delivery of
benefits by the private pension system, workers well
established in their careers should be focused on. In
addition, marital status and the pension status of a
spouse are important considerations, because married
individuals are likely to have access to their spouses’
pension benefits.  Table 13 presents their tabulations of
the March 1991 CPS for the age group 45–59. The table
presents pension status by marital status for all indi-
viduals in this age group, not only workers.

According to the Schieber and Goodfellow study:

“Among the
single individuals,
3.9 percent were
receiving a benefit,
and another
35.7 percent of them
were participating in
a retirement pension
or saving plan
sponsored by their
employer. Another
22.3 percent of these
single individuals
had not received any

earned income during the year in 1990. In other
words, among those single individuals who had
worked in the prior year, or who had previously
retired with a benefit 51 percent were receiving
some form of benefit from the tax preferences
favoring pensions.

“Among the married individuals, 69.4 percent
were receiving some benefit from the pension
system. Among them, 5.6 percent already appeared
to have fully retired on some form of pension,
reporting that either they, their spouse, or both
were receiving a pension, and had no earned income
in 1990. For another 6.9 percent of them, one or
both spouses is already receiving a pension, and one
or both of them is still employed and actively
participating in a retirement plan. For 38.0 percent
of the married individuals in this age group neither
member of the couple is yet receiving a pension but,
one or the other spouse is participating in a pen-
sion, and in 18.5 percent of the cases, both members
of the couple were participating in a pension plan.
Among those not covered or not receiving a pension
benefit of any sort, 2.4 million individuals reported
no earnings in the prior year. If the people who had
not worked in the prior year and were not already
receiving a pension are removed from the basis for
calculating the share of the population benefiting
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Table 14
Summary of Private-Sector Qualified Defined Benefit and Defined Contribution Plans and Participants, 1975–1990

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990

(thousands)

Total Plans 311 360 403 443 471 489 546 594 603 601 632 718 733 730 731 712
Defined benefita 103 114 122 128 139 148 167 175 175 165 170 173 163 146 132 113
Defined contributiona 208 246 281 315 331 341 378 419 428 436 462 545 570 584 599 599
Defined contribution as

percentage of total 67% 68% 70% 71% 70% 70% 69% 71% 71% 73% 73% 76% 78% 80% 82% 84%

(millions)

Total Participants 45 48 50 52 55 58 61 63 69 74 75 77 78 78 76 77
Defined benefitb 33 34 35 36 37 38 39 39 40 41 40 40 40 41 40 39
Defined contributionb 12 13 15 16 18 20 22 25 29 33 35 37 38 37 36 38
Defined contribution  as

percentage of total 26% 28% 30% 31% 33% 34% 36% 39% 42% 45% 47% 48% 49% 48% 48% 50%

Active Participants 31 32 33 34 35 36 37 37 39 40 40 41 42 42 43 42
Primary plan is

defined benefit 27 27 28 29 29 30 30 29 30 30 29 29 28 28 27 26
Primary plan is

defined contribution 4 5 5 5 6 6 7 8 9 10 12 13 13 14 15 16

Source: Employee Benefit Research Institute tabulations based on John A. Turner and Daniel J. Beller, eds., Trends in Pensions, second
edition  (Washington, DC:  U.S. Department of Labor, 1992); U.S. Department of Labor, Pension and Welfare Benefits Administration, Private
Pension Plan Bulletin (Winter 1993 and Summer 1993).
aExcludes single participant plans.
bActive, separated vested, survivors, and retired.  Not adjusted for double counting of individuals participating in more than one plan.

from a pension program, 75.3 percent of the re-
maining married individuals were receiving some
benefit.

“Looking at everyone within the age bracket
being considered, 22.3 million out of 36.4 million
total people in the population, or 61.3 percent were
participating in an employer-sponsored pension or
saving program in some fashion. If the base popula-
tion is narrowed to those already retired and
receiving a pension plus those still working,
22.3 million out of 31.8 million, or 70.1 percent are
included in such a retirement program. These
levels of exposure to employer-sponsored retire-
ment benefits far surpass those that simply look at
current participation rates across the whole
population that are generally cited by critics of the
current tax treatment of pension programs.”

This indicates that policymakers should not be
too fixated by relatively low pension participation rates
among very young workers when focusing on future
retirement income prospects. Many nonparticipating
younger workers will move into jobs where the employer
sponsors a retirement plan and participate in such a
plan as they progress through their working years.

Plan Types

While the number of private employment-based

pension plans and plan participants has been
increasing, proportionately fewer are defined
benefit plans and defined benefit plan partici-
pants. It is sometimes argued that such trends
jeopardize retirement income security because defined
contribution plans, which typically involve explicit
worker decisionmaking, are replacing defined benefit
plans. There is concern as to whether workers are
typically in a position to make wise decisions with regard
to their participation in such plans.

The total number of private tax-qualified
employment-based plans (both primary and
supplemental) more than doubled from 311,000 in
1975, when the Employee Retirement Income
Security Act (ERISA) became effective, to 712,000
in 1990 (table 14). The total number of private defined
benefit plans increased from 103,000 in 1975 to 175,000
in 1983, then decreased to 113,000 in 1990. The total
number of private defined contribution plans increased
from 208,000 to 599,000 between 1975 and 1990. The
number of active participants in primary defined benefit
plans decreased slightly, from 27 million to 26 million
between 1975 and 1990, while the proportion of all active
participants in these plans decreased from 87 percent to
62 percent (calculated from table 14).

However, there is no evidence of a wide-
spread “shift” from defined benefit to defined
contribution plans. While undoubtedly some plan
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Table 15
Primary Defined Benefit and Defined Contribution Plan and Active Participant Trends

Primary Plans Active Participants (thousands)

Active Net change Net change Net change Net change
Participants 1985 1989 1990 1985–1990 1989–1990 1985 1989 1990 1985–1990 1989–1990

Defined Benefit Plans

2–9 88,124 59,966 45,796 –42,328 –14,170 353 246 189 –164 –57
10–24 24,267 17,791 15,624 –8,643 –2,167 369 271 244 –125 –27
25–49 14,178 9,736 8,605 –5,573 –1,131 491 340 304 –187 –36
50–99 11,303 9,013 8,346 –2,957 –667 808 645 599 –209 –46
100–249 9,534 7,109 6,563 –2,971 –546 1,498 1,135 1,040 –458 –95
250–499 4,670 4,022 3,647 –1,023 –375 1,651 1,430 1,293 –358 –137
500–999 3,149 2,701 2,463 –686 –238 2,222 1,910 1,751 –471 –159
1,000–2,499 2,360 2,220 2,090 –270 –130 3,636 3,434 3,221 –415 –213
2,500–4,999 847 833 798 –49 –35 2,930 2,940 2,802 –128 –138
5,000–9,999 455 450 434 –21 –16 3,141 3,153 3,015 –126 –138
10,000–19,999 198 213 223 25 10 2,749 2,956 3,134 385 178
20,000+ 175 178 161 –14 –17 8,985 8,792 8,711 –274 –81
None or None

Reported 10,280 18,485 18,139 7,859 –346 a a a a a
Total 169,540 132,717 112,889 –56,651 –19,828 28,834 27,252 26,303 –2,531 –949

Defined Contribution Plans

2–9 199,704 334,762 266,129 66,425 –68,633 852 1,410 1,127 275 –283
10–24 70,424 107,113 94,054 23,630 –13,059 1,056 1,637 1,476 420 –161
25–49 31,406 48,351 45,748 14,342 –2,603 1,091 1,680 1,585 494 –95
50–99 17,620 29,997 27,434 9,814 –2,563 1,224 2,081 1,909 685 –172
100–249 8,878 13,334 13,658 4,780 324 1,331 1,991 2,070 739 79
250–499 2,552 3,599 4,144 1,592 545 868 1,239 1,428 560 189
500–999 1,185 1,675 1,838 653 163 808 1,151 1,266 458 115
1,000–2,499 784 1,148 1,103 319 –45 1,194 1,709 1,671 477 –38
2,500–4,999 219 265 310 91 45 752 907 1,072 320 165
5,000–9,999 97 107 130 33 23 683 726 869 186 143
10,000–19,999 34 59 44 10 –15 460 788 626 166 –162
20,000+ 29 36 27 –2 –9 1,100 1,329 1,151 51 –178
None or None

Reported 13,082 38,839 40,473 27,391 1,634 a a a a a
Total 346,014 579,285 495,092 149,078 –84,193 11,420 16,647 16,250 4,830 –397

Source:  Employee Benefit Research Institute tabulations of 1985, 1989, and 1990 Form 5500 annual reports filed with the Internal
Revenue Service.
aNot applicable.

11  For a complete analysis of these trends, see Celia Silverman, “Changes in
DB and DC Plans Occurring Mainly Among Small Plans,” EBRI Notes
(March 1994): 1-3; and Celia Silverman, “Pension Evolution in a Changing
Economy,” EBRI Special Report SR-18/Issue Brief no. 141 (Employee Benefit
Research Institute, September 1993).

12  Previous research indicates the growth in defined contribution plans was
largely driven by the introduction of 401(k) plans. See Celia Silverman,
“Pension Evolution in a Changing Economy,” EBRI Special Report SR-18/
Issue Brief no. 141 (Employee Benefit Research Institute, September 1993).

sponsors, particularly small employers, have re-
placed defined benefit plans with defined
contribution plans, such replacements are not
driving the trends in defined benefit and defined
contribution plans. Examination of private primary plan
trends by plan size demonstrates that the vast majority,
75 percent, of the net decrease in the number of defined
benefit plans involved very small plans, consisting of two
to nine active participants (table 15). Between 1985 and
1990, there was a net decrease in the number of primary
defined benefit plans of 33 percent, or 56,651 plans, and
the net decrease in plans with two to nine active partici-
pants was 42,328. Between 1985 and 1990, the net
increase in the number of primary defined contribution
plans with two to nine active participants was
66,425 plans; this accounted for 45 percent of the net
increase of 149,078 in the number of primary defined

contribution plans (table 15). Therefore, the rapid growth
in defined contribution plans cannot simply be explained
by a replacement of defined benefit plans with defined
contribution plans, because the net increase in defined
contribution plans is far greater than the net decrease in
defined benefit plans.11

The implication is that many workers, particu-
larly those in small firms, now have a defined
contribution plan, very likely a 401(k) plan,12 when in
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the past they likely would have had no employment-
based retirement plan. Arguments that defined
contribution plan trends jeopardize retirement income
security implicitly assume that if 401(k) plans were not
allowed, all workers with these plans would instead have
a defined benefit plan. This assumption is incorrect;
many likely would have no employment-based plan at
all. Therefore, they cannot be worse off because of these
developments. Whether they are utilizing these plans in
such in a manner as to maximize their potential is a
separate question.

Such plans do involve explicit decisionmaking on
the part of individuals. They must decide whether to
participate in the plan, how much to contribute, how the
funds should be invested within choices offered by the
sponsor, and whether to roll over lump-sum distributions
received from such plans on job change. Poor decisions
will weaken retirement income security. However, it is
important to realize that employees can often receive a
higher benefit from defined contribution plans than they
would from comparable defined benefit plans, assuming
the same investment income, particularly if they are
young and mobile. It has been documented that workers
with accrued pension benefits (i.e., those in final average
defined benefit plans) can experience pension losses if
they change jobs prior to retirement.13 Participants in
defined contribution plans do not experience the same
losses just by changing jobs. Defined contribution
plan participants may have the opportunity to
save more for retirement than they would in a
comparable defined benefit plan; however, they
need to recognize their responsibility for retire-
ment planning and make decisions to maximize
their retirement income, such as preserving lump-
sum distributions received on job change as
discussed in the next section.

Several
factors affect
the amount of
income
individuals
may receive
from employ-

ment-based retirement plans. These factors include job
tenure throughout an individual’s career and the receipt
and preservation of lump-sum distributions.

Job Tenure Trends and the Importance
of Career Jobs

Recent increases in pension participation, sponsorship,
and vesting do not insure that pension income in retire-
ment will increase for the baby boom generation. The
pension benefits ultimately received by individuals in
retirement often depend on years of service with an
employer. A general perception exists among the public
that the U.S. work force has become increasingly mobile
over recent years. Among the potential ramifications of
such a trend, if it does exist, is the possibility that mobile
workers will not accumulate meaningful retirement
benefits as they move from job to job. This may be due to
a failure to vest fully in an employer’s plan, to serving
few years under a defined benefit plan where benefit
payments are partly a function of tenure, or to a failure
to preserve lump-sum distributions that are received
from retirement plans on job change.

An examination of job tenure figures for
prime age (25–64 years) workers, both male and
female, reveals that tenure levels in the 1980s and
beginning of the 1990s were actually higher than
those of the 1950s, 1960s, and 1970s.  For male
workers in general, tenure fell between 1983 and 1987
and then remained stable until 1991. This followed a
period of consistent increase between 1966, when tenure
levels were at their lowest since 1951, and 1983, when
they peaked. Therefore, while tenure levels in 1991 were
lower than those in 1983, they were still higher than at

Retirement
Plan Income

13  For a full explanation, see Employee Benefit Research Institute, “Pension
Portability and What It Can Do for Retirement Income: A Simulation
Approach,” EBRI Issue Brief no. 65 (Employee Benefit Research Institute,
April 1987).
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Chart 1
Prime Age Male Job Tenure Trends, by Worker Age, 1951–1991
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Chart 2
Prime Age Female Job Tenure Trends, by Worker Age, 1951–1991
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these ages was generally higher than that of
previous generations of workers at the same ages
(table 16). The tenure of older male boomers, i.e., those
aged 35–44 in 1991, was 7.2 years—longer than that for
male workers of the same age in the 1950s, 1960s, and
1970s (with the exception of 1963), although male
workers of the same age in the 1980s had longer tenure
by about one-half year. The tenure of young male
boomers (aged 25–34 years) in 1991 was 3.7 years—
longer than that of any previous generation at the same

any point in the 1950s, 1960, or 1970s (chart 1).
Female tenure levels show generally consistent

growth from 1978 to 1991 after a period of relative
stability between the early 1960s and latter 1970s
(chart 2). In addition, median job tenure increased with
worker age in all years for which data were available,
and males had longer tenure than their female counter-
parts by age in all years.

The baby boomers fell into the age groups
25–34 and 35–44 in 1991. Their current tenure at

Source: Employee Benefit Research Institute compilation: (for years 1951, 1963, 1966, 1973, and 1979), U.S. Department of Labor,
Bureau of Labor Statistics, Monthly Labor Review September 1952, October 1963, January 1967, December 1974, and December 1979
(Washington, DC: U.S. Government Printing Office, 1952, 1963, 1967, 1974, and 1979); (for 1987, unpublished data from U.S. Depart-
ment of Labor, Bureau of Labor Statistics, Division of Labor Force Statistics); (for years 1983 and 1991), U.S. Department of Labor,
Bureau of Labor Statistics, Employee Tenure and Occupational Mobility in the Early 1990's, News release USDL 92-386, June 26, 1992.

Source: Employee Benefit Research Institute compilation: (for years 1951, 1963, 1966, 1973, and 1979), U.S. Department of Labor,
Bureau of Labor Statistics, Monthly Labor Review September 1952, October 1963, January 1967, December 1974, and December 1979
(Washington, DC: U.S. Government Printing Office, 1952, 1963, 1967, 1974, and 1979); (for 1987, unpublished data from U.S. Depart-
ment of Labor, Bureau of Labor Statistics, Division of Labor Force Statistics); (for years 1983 and 1991), U.S. Department of Labor,
Bureau of Labor Statistics, Employee Tenure and Occupational Mobility in the Early 1990's, News release USDL 92-386, June 26, 1992.
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Table 16
Median Years with Current Employer, Selected Years 1951–1991

Age and Gender 1951 1963 1966 1973 1978 1983 1987 1991

Both Genders 3.4 4.6 4.2 3.9 3.6 4.4 4.2 4.5
14–17 0.7 0.7 0.6 0.7a b b 0.5a b
18–19 0.6 0.5 0.5 0.6 b b 0.5 b
20–24 1.3 1.1 1.0 1.3 b b 1.6 b
16–24 b b b b 0.7 1.1 b 1.2
25–34 2.6 3.0 2.7 2.8 2.6 3.3 3.4 3.5
35–44 3.2 6.0 6.0 5.2 5.0 5.8 6.1 6.0
45–54 6.3 9.0 8.8 8.6 8.3 10.3 9.6 10.0
55–64 8.0 11.8 13.0 11.9 11.0 13.6 12.7 12.4
65 and over 10.0+ 13.8 13.7 12.6 11.0 13.2 12.4 11.1

Males 3.9 5.7 4.2 4.6 4.5 5.1 5.0 5.1
14–17 0.8 0.7 0.6 0.6a b b 0.5a b
18–19 0.6 0.5 0.5 0.6 b b 0.5 b
20–24 1.2 1.1 1.0 1.2 b b 1.7 b
16–24 b b b b 0.7 1.1 b 1.4
25–34 2.8 3.5 2.7 3.2 2.7 3.4 3.7 3.7
35–44 4.5 7.6 6.0 6.7 6.9 7.7 7.6 7.2
45–54 7.6 11.4 8.8 11.5 11.0 13.4 12.3 12.2
55–64 9.3 14.7 13.0 14.5 14.6 17.0 15.7 15.5
65 and over 10.0+ 16.6 13.7 13.9 13.5 14.6 15.0 13.1

Females 2.2 3.0 2.8 2.8 2.6 3.3 3.6 3.8
14–17 0.5 0.6 0.6 0.6a b b 0.5a b
18–19 0.6 0.5 0.5 0.6 b b 0.5 b
20–24 1.4 1.1 1.1 1.2 b b 1.5 b
16–24 b b b b 0.7 1.1 b 1.1
25–34 1.8 2.0 1.9 2.2 1.6 3.1 3.1 3.2
35–44 3.1 3.6 3.5 3.6 3.6 4.6 4.9 5.0
45–54 4.0 6.1 5.7 5.9 5.9 6.9 7.3 7.3
55–64 4.5 7.8 9.0 8.8 8.5 10.5 10.3 10.4
65 and over 4.9 8.8 11.2 10.9 8.4 11.9 10.8 10.4

Source: Employee Benefit Research Institute compilation: (for years 1951, 1963, 1966, 1973, and 1979), U.S. Department of
Labor, Bureau of Labor Statistics, Monthly Labor Review September 1952, October 1963, January 1967, December 1974,
and December 1979 (Washington, DC: U.S. Government Printing Office, 1952, 1963, 1967, 1974, and 1979); (for 1987,
unpublished data from U.S. Department of Labor, Bureau of Labor Statistics, Division of Labor Force Statistics); (for years
1983 and 1991), U.S. Department of Labor, Bureau of Labor Statistics, Employee Tenure and Occupational Mobility in the
Early 1990's, News release USDL 92-386, June 26, 1992.
aThe data represent individuals aged 16–17.
bData not available.

14  The Retirement History Survey was a 10-year longitudinal survey of older
Americans conducted by the Social Security Administration. Over 11,000
respondents aged 58–63 were interviewed in 1969 and again every two years
until 1979 to study the retirement process.

men and 28 percent of women held a job that lasted 20 or
more years (table 17). Furthermore, 31 percent of men and
11 percent of women held a job that lasted 30 or more
years at some point during their career, and 13 percent of
men and 5 percent of women held a job that lasted 40 or
more years. Moreover, among this generation prior to the
boomers, a nontrivial percentage had relatively short
longest job tenure. Twenty-two percent of males and
44 percent of females had a longest job tenure of less than
10 years (table 17).

This last point is of importance in that it indicates
that perceptions held today regarding paternalistic
employers, lifetime employment, and limited job
mobility among previous generations of workers
often exaggerate reality. According to a study of the
importance of lifetime jobs in the latter 1970s:

age. Similarly, the tenure of female boomers in 1991—
5.0 years for older boomers and 3.2 years for younger
ones—was longer than that of previous generations of
female workers at the same point in their lives (table 16).

Tabulations of the Retirement History Survey
(RHS)14 provide evidence of the long-term nature of
career jobs for workers aged 58–63 in 1969—the genera-
tion prior to the baby boomers. Focusing on the duration
of the longest job held, as opposed to tenure on a current
job, by these workers in the years shortly before retire-
ment age, Quinn, et al. (1990) found that 55 percent of
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Table 17
Job Tenure on Longest Job, Workers Aged 58-63 in 1969

Men Women

0–4 Years 12% 29%
5–9 years 10 15
10–19 years 23 27
20–29 years 24 17
30–39 years 18   6
40 or more years 13   5

Source:  Joseph F. Quinn, Richard V. Burkhauser, and Daniel A. Myers,  Passing the
Torch:  The Influence of Economic Incentives on Work and Retirement (Kalamazoo,
MI: W.E. Upjohn Institute for Employment Research, 1990).

Table 18
Lump-Sum Total Distributions from Tax Qualified Plans, 1987–1990

1987–1990
1987 1988 1989 1990 Total

Number of Distributions (millions)
Aggregate 11.4 12.2 11.6 10.8 46.0
Nonindividual retirement account/simplified employee pension 8.8 a a 8.2
Individual retirement account/simplified employee pension 2.6 a a 2.6

Total Amounts Distributed ($ billions)
Aggregate $80.3 $85.2 $115.3 $125.8 $406.6
Nonindividual retirement account/simplified employee pension 65.9 a a 107.2
Individual retirement account/simplified employee pension 14.4 a a 18.6

Average Amounts Distributed ($ thousands)
Aggregate $7.0 $7.0 $10.0 $11.7 $8.8
Nonindividual retirement account/simplified employee pension 7.5 a a 13.2
Individual retirement account/simplified employee pension 5.7 a a 7.0

Source:  Employee Benefit Research Institute/Internal Revenue Service (IRS) tabulations of IRS Forms 1099-R, Statement for Recipients of
Total Distributions From Profit-Sharing, Retirement Plans, Individual Retirement Arrangements, Insurance Contracts, Etc., 1987–90.
aNot available

“The typical worker is currently on a job which will
last about eight years in all, counting the years it
has already lasted. An important minority—about
28 percent—are currently employed in near-
lifetime jobs lasting 20 years or more, and
17 percent are in jobs which will last 30 years or
more. An equally important minority are at work in
what will turn out to be very brief jobs—about
23 percent will have eventual tenure of less than
two years. A clear majority of workers—58 per-
cent—are currently holding reasonably long jobs,
those which will last five years or more” (Hall,
1982).

Thus, while lifetime jobs have been an important
part of the labor market experience (Hall estimated that
among workers aged 30 and over in 1978, about
40 percent were in jobs that would eventually last 20 or
more years), it can also be argued that the work force
has been fairly mobile for decades. For example, in the
late 1970s, over 40 percent of workers could expect to
remain in their current job for less than five years, the

current general pension vesting standard.
It is currently estimated that between the

ages of 18 and 30 the average number of jobs held
is 7.5 (the median number is 7.0) (U. S. Department of
Labor, 1993). Males have had a slightly higher number
of jobs on average by age 30 than females (7.6 versus
7.3), but the median for both is 7.0. Over one-quarter of
workers have had 10 or more jobs by age 30. Hall
estimated that in 1978, by age 29 the average worker
had held 5.5 jobs since age 16. While the number of jobs
held by very young workers appears to have increased
over the last decade and a half, it remains an open
question whether the same is true among older workers
and whether it will be true of the baby boomers as they
advance through their working careers.

Available data do not support the widely held
perception that the U.S. work force is becoming increas-
ingly mobile. It seems reasonable to assume that once
the boomers move into the years shortly before retire-
ment age, they will have longest job tenure figures
similar to those discussed above, given the current



July 1994 • EBRI Special Report & Issue Brief 27

tenure rates of the boomers and how these compare
favorably with the tenure of previous generations at
similar points in their working lives. It is possible that,
while tenure rates today compare favorably with those of
the past, there are more workers involuntarily termi-
nated from their jobs than before; however, better data
are needed to evaluate this hypothesis and its potential
impact on retirement income security.

Lump-Sum Distributions and Benefit
Preservation

Lump-sum distributions and subsequent benefit
preservation through rollovers are an issue of
growing importance for retirement income secu-
rity. In 1990, there were 10.8 million lump-sum
total distributions15 from tax-qualified plans,
totaling $126 billion.16 Over the four year period,
1987–1990, there were 46.0 million such distribu-
tions, totaling over $406 billion (table 18).17

These distributions, a large proportion of which
are accounted for by preretirement distributions, repre-
sent a tremendous pool of financial resources. Recipients’
decisions regarding the use of these funds is a significant
public policy issue; recipients may roll this money over
and preserve it for retirement on a tax-deferred basis,
they may save it on a nonpreferred basis, or they may
consume it. Some consumption, such as home purchase

or increased education, may enhance retirement income
security. Some consumption may be necessitated by
current economic hardship, i.e., a worker is laid off and
needs the money to cover his or her family’s current
living expenses. Other consumption may be the result of
the desire for current gratification combined with
shortsightedness on behalf of the worker, i.e., a worker is
changing jobs and decides to use some of the money to
take a vacation rather than preserve it for retirement.
Consumption of such distributions, particularly among
current workers, whether as a result of financial hard-
ship or shortsightedness, entails the sacrifice of funds
that would otherwise be available for retirement. This
entails the risk of workers not being able to retire in the
lifestyle they desire or being forced to remain active in
the labor force longer than desired.

Such issues are heightened by ongoing develop-
ments within the employment-based retirement system.
While defined benefit plans have remained the primary
type of retirement plan offered by large employers, there
has been significant growth, as discussed previously, in
the number of defined contribution plans both as pri-
mary plans for smaller and mid-size employers and as
supplemental plans for mid-size and larger employers.
The growth in defined contribution plans has been
accompanied by a growth in the availability of lump-sum
distributions, as nearly all defined contribution plans
provide for such distributions. In addition, a significant

15  A total distribution is one or more distributions within one tax year in which
the entire balance of the account is distributed. Some readers might be more
familiar with the term lump-sum distribution (LSD). LSDs are a subset of total
distributions. An LSD is a total distribution that is the result of one of the
following: (1) the employee’s death, (2) the employee attains age 59 1/2, (3) the
employee’s separation from the service of the sponsor, or (4) the employee has
become disabled. In addition to LSDs, a total distribution may be the result of a
prohibited transaction, Internal Revenue Code Sec. 1035 exchange, excess
contributions plus earnings/excess deferrals, and PS 58 costs. Most total
distributions are LSDs; in 1990, 90 percent of all total distributions were LSDs
and 79 percent of all funds distributed as a total distribution were due to a LSD.

16  These numbers include not only preretirement distributions on job change but
also other distributions such as retirement distributions. These distributions are
from defined benefit and defined contribution pension plans as well as from IRA
and simplified employee pension (SEP) accounts. (See Yakoboski, 1994).

17  Data are the result of Employee Benefit Research Institute/Internal
Revenue Service (EBRI/IRS) tabulations of IRS Form 1099-R filings. IRS
Form 1099-R, Statement for Recipients of Total Distributions From Profit-
Sharing, Retirement Plans, Individual Retirement Arrangements, Insurance
Contracts, Etc., is filed by plan trustees for each person to whom any
designated distribution that is a total distribution has been made from profit-
sharing or retirement plans, IRAs, annuities, etc. A total distribution is
defined as one or more distributions within one tax year in which the entire
balance of the account is distributed. Information reported on the 1099-R
includes gross distribution amount, taxable amount, amount eligible for
capital gain, and type of distribution (i.e., normal, premature, death,
disability, etc.). This information can be broken out by distributions from
defined benefit and defined contribution plans (non-IRA/SEP accounts) and
by those from IRA/SEP accounts. EBRI was not directly or indirectly
provided with any individually identifiable tax return information.
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Table 19
Regular and Rollover Contributions to Individual Retirement Accounts, 1987–1990

1987–1990
1987 1988 1989 1990 Total

Number of Contributions (millions)
Regular 12.8 10.9 10.1 9.3 43.1
Rollover 2.6 2.6 2.9 3.1 11.2

Total Amounts Contributed ($ billions)
Regular 19.7 17.1 16.0 15.6 68.4
Rollover 39.3 45.9 63.0 71.4 219.6

Average Amounts Contributed ($ thousands)
Regular 1.5 1.6 1.6 1.7 1.6
Rollover 14.9 18.0 21.5 22.8 19.6

Source:  Employee Benefit Research Institute/Internal Revenue Service (IRS) tabulations of IRS
Forms 5498, Individual Retirement Arrangement Information, 1987–90.

number of defined benefit plans now offer lump-sum
distributions. In a recent survey, 34 percent of the
surveyed companies with defined benefit plans for
salaried employees had a lump-sum option in the plan,
and of these 67 percent made the option available to
terminated employees who were vested in their plan,
72 percent to early retirees, and 75 percent to normal
retirees (Hewitt, 1992). Thus, lump-sum distributions
and their preservation are an issue with both defined
benefit and defined contribution plans.

In 1990, there were 3.1 million IRA rollover
contributions, totaling $71.4 billion (table 19).18

Thus, 29 out of every 100 lump-sum total distribu-

tions in 1990 resulted in an IRA rollover contribu-
tion. This compares to 23 out of 100 in 1987, 21 out
of 100 in 1988, and 25 out of 100 in 1989  (chart 3).
The 1990 figure indicates that over 70 percent of all
distributions were not even partially rolled over into an
IRA in that year. Focusing on the money involved,
57 out of every 100 dollars distributed in a lump-
sum in 1990 was rolled over into an IRA. This
compares with 49 out of 100 dollars in 1987, 54 out
of 100 dollars in 1988, and 55 out of 100 dollars in
1989 (chart 3). The 1990 figure indicates that 57 percent
of all money distributed in a lump-sum total distribution
was rolled over into IRAs.

Both the fraction of distributions rolled over and
the proportion of dollars distributed that are rolled over
have trended upward over the limited period for which
data are available; however, a sizable fraction of lump-
sum total distributions is not preserved on a tax-deferred
basis. These figures are consistent with recent govern-
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Source: Employee Benefit Research Institute (EBRI)/Internal Revenue Service (IRS) tabulations of IRS Forms 1099-R, Statement for
Recipients of Total Distributions From Profit-Sharing, Retirement Plans, Individual Retirement Arrangements, Insurance Contracts, Etc.,
1987–90; EBRI/IRS tabulations of IRS Forms 5498, Individual Retirement Arrangement Information, 1987–90.

Chart 3
Ratio of Individual Retirement Account Rollover Contributions to Lump-Sum Total Distributions, 1987–1990

18  Data are the result of EBRI/IRS tabulations of IRS Form 5498 filings. IRS
Form 5498, Individual Retirement Arrangement Information, is filed by plan
trustees for each person for whom an IRA or SEP is maintained. Information
reported on Form 5498 includes regular contributions, rollover contributions,
and fair market value of the account. EBRI was not directly or indirectly
provided with any individually identifiable tax return information.
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ment tabulations of the employee benefit supplement of
the April 1993 CPS (U.S. Department of Labor, Social
Security Administration, U.S. Small Business Adminis-
tration, and Pension Benefit Guaranty Corporation,
1994). Over 11 percent of the experienced labor force19

aged 25–64 reported previous receipt of a lump-sum
distribution from a pension or retirement plan. Twenty-
nine percent of recipients spent all the money they
received; 21 percent rolled it all over into retirement
savings; and another 35 percent saved or invested it all
in some other form. The older the recipient and the
larger the amount received, the more likely it was to be
saved. The study also noted that the trend over time has
been toward more saving and less spending of such
distributions. Of distributions received before 1980,
6 percent were put in retirement saving; of distributions
received between 1980 and 1986, 15 percent were put in
retirement saving; and since 1986, the retirement saving
rate has been 27 percent.20

To the extent that current workers do not or
cannot think long term with their lump-sum distribu-
tions, they are sacrificing funds that would otherwise be
available to fund consumption in retirement and thus
may be jeopardizing to some degree their retirement
income security.

The wealth
that baby
boomers
accumulate
through
saving and
investing

will be a critical determinant for many of them of their
financial situation in retirement. Not only does wealth
continue to generate earnings during retirement years,
but it is also a store of purchasing power that can be
drawn down over the years to fund consumption and
cover unexpected expenses that may arise. Such saving
occurs in many forms; some is through employment-
based retirement saving plans such as 401(k) and 403(b)

plans, some is through IRAs, some is through the
purchase of tax-deferred annuities, some is through
mutual funds and other vehicles like saving accounts,
and still other wealth is accumulated through invest-
ments in housing, which is a significant store of wealth
for many individuals.

Trends in Saving Rates

The fall in saving rates over the 1980s has generated
concern among analysts at both the macroeconomic level
and the microeconomic level. At the macro level, low
saving implies low investment and therefore lower
productivity growth in the future and stagnating stan-
dards of living. At the micro level, low saving may mean,
in particular, that individuals will not be able to retire
when they desire with the lifestyle they desire.

The Congressional Budget Office (CBO) pub-
lished a report analyzing the decline in the saving rate
since the 1980s.21 The report cites NIPA data indicating
that the net national saving rate fell from
7.1 percent during the 1970s to 3.8 percent during
the 1980s and to 1.8 percent thus far in the 1990s.
Federal deficits accounted for more than one-half
of the decline in the net national saving rate
between the 1970s and 1980s. Business and per-
sonal saving each accounted for about one-fourth
of the decline.22 During the 1980s, personal saving
provided $1.24 for each dollar of national saving, com-

19  Includes the currently unemployed with previous work experience and the
currently employed.

20  The Tax Reform Act of 1986 imposed a 10 percent penalty tax on lump-sum
distributions received before age 59 1/2 that are not rolled over into another
tax-qualified retirement plan. This likely explains a large part of the increased
preservation of lump-sum distributions since 1986.

21  See Congressional Budget Office, Assessing the Decline in the National
Saving Rate (Washington, DC: Congressional Budget Office, 1993).

22  Alternative measures of national saving that adjust for consumer durable
expenditures, government nonmilitary investment, the inflation component of
interest flows, the market value of federal debt, and defined benefit pension
plans of the private sector suggest that government’s share of the decline was
about two-thirds of the decline in national saving.

Individual
Saving & Wealth
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pared with $0.59 in the
1960s and $0.77 in the
1970s, thus becoming a
more important source
of national saving. By
the end of the 1980s,
the personal saving
rate was at an all-
time low of about
4 percent. The CBO
study concluded that
increased wealth and
improved income
prospects resulted in
the decrease in per-
sonal saving rates. In
particular, the (unex-
pected) booms in the
stock markets and real
estate market during
the 1980s were likely
responsible for much of
the decrease.

It is not known whether the drop in personal
saving rates is indicative of a long-term change in
behavior or whether these rates will rebound to previous
levels. If they do not rebound, does this mean that
current workers will not be adequately prepared finan-
cially for retirement? Not necessarily. Saving rates are a
flow measure of activity in a given year. Just as impor-
tant are measures of the store of wealth accumulated by
a given point in time. Of course, increased savings lead
to increased wealth.

Measuring Savings—The concept of saving, although
widely discussed, has not been consistently and clearly
defined. In this discussion, personal saving is defined as
disposable personal income (i.e., personal income less
personal tax and non-tax payments) less personal
outlays, including all expenditures for durable goods,
nondurable goods, services, interest, and transfers to

foreigners.23  Saving
rates, as constructed,
are a less than perfect
measure of asset
accumulation for
retirement.

Private and
public defined
benefit and defined
contribution plans
represent a substan-
tial store of wealth
for retirement.
Annual accumulations
(i.e., contributions and
investment income) in
such plans are not fully
captured in traditional
measures of personal
saving. The NIPA are
perhaps the most
widely used source for
measuring personal

saving. Contributions to private defined benefit plans
and private and public defined contribution plans,
including 401(k) plans, are included in their measure of
personal saving. However, contributions to public
defined benefit plans are not included. Public defined
benefit pension plan benefits are not included in per-
sonal income until benefit payments are made.
Investment income is partially reflected in the NIPA,
which include imputed interest, dividends, rent, and
royalties but not capital gains.

From the individual’s perspective, personal
saving rates through a defined benefit plan are best
measured by benefit accruals, not contributions or
investment income. Existing data do not fully capture
benefit accruals, which are only imperfectly reflected in
the level of contributions made each year to these plans.

Table 20
Inclusion of Pension Plans in Personal Savings

Included in Personal Savings?

Private Pension Plans
Defined benefit plans

employer contributions Yes
investment income Partially

interest, dividends, rent, and royalties (imputed) Yes
capital gains No

benefit payments Noa,b

Defined contribution plans
individual contributions Yesb

employer contributions Yes
investment income Partially

interest, dividends, rent, and royalties (imputed) Yes
capital gains No

benefit payments Nob

Public Pension Plans
Defined benefit plans

employer contributions No
individual contributions No
investment income No
benefit payments Yes

Defined contribution plans
individual contributions Yesb

employer contributions Yes
investment income Partially

interest, dividends, rent, and royalties (imputed) Yes
capital gains No

benefit payments Noa

Source: Employee Benefit Research Institute, interview with National Income
and Product Accounts (NIPA) source.
aBenefit payments are not included in private plans and public defined
contribution plans because that would create double counting in the NIPA of
the contributions and investment income that are reported during the period
that they occur.

bIndividual contributions to private defined contribution plans are included in
personal savings to the extent that they are included in wage and salary
disbursements in employers’ reports for unemployment insurance. Virtually
all states require employers to report employee contributions.

23  This definition is from the U.S. Department of Commerce.
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Per Household Value of Owner-Occupied Housing, 1960–1992 (in 1992 Constant Dollars)
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Personal saving rates through a defined contribution
plan are best measured by contributions and investment
income, which are captured in the NIPA, excluding
capital gains. (Table 20 summarizes what is and is not
included in overall saving measures from public and
private pension plans in the NIPA.) Extensive data are
available regarding the store of wealth in pension plans
and other retirement saving vehicles such as 401(k)
plans and IRAs.24

Personal saving measures also do not include
expenditures for home ownership, the single biggest
investment many individuals will make. For many
individuals a home represents a significant store of
wealth that can be tapped during their retirement years
to fund living expenses. After consistent growth since
1960 (the first year for which such data are available),
per household net worth in housing (derived by adding
the value of owner-occupied housing to the value of
owner-occupied land and then subtracting home mort-
gage liabilities) fell steadily from its peak of $52,500
(measured in 1992 constant dollars) in 1979 to $39,600
in 1992 (chart 4). Whether average per household net
housing worth will remain in this range (as it has the
past three years), rise to previous levels, or fall further
remains to be seen.

While there is a popular perception that
baby boomers’ saving rates are much lower than
those of the previous generations, the data do not

support such a contention. Tabulations of the
Survey of Consumer Finances (SCF) and the
Consumer Expenditure Survey (CES) indicate that
the saving rate for those aged 25–44 in the early
1980s (the baby boomers) was only slightly lower
than that for those of the same age in 1963 and
1972–1973  (Bosworth, Butless, and Sabelhaus, 1991). In
fact, the study noted that the relative decline in saving
over these time periods was smaller among the younger
households. Between 1963 and 1983–1985, the saving
rate fell about 1 percentage point for households aged
25–44 years and 7 percentage points for those aged 45
and over, according to the SCF. Between 1972–1973 and
1982–1985, the saving rate fell about 1.7 percentage
points for households aged 25–44 and 6 percentage
points for those over age 45, according to the CES.
Allowing for saving through employment-based retire-
ment plans, the 1.7 percentage point decrease in baby
boomer saving between 1972–1973 and 1982–1985
becomes a 1.7 percentage point increase.25

Worker Attitudes Regarding Saving
Adequacy

While it does not necessarily give a true indication of
how adequately or inadequately current workers are
preparing for retirement or current retirees prepared for
retirement, it is nonetheless illuminating to examine

25  The authors caution that this is likely an artifact of their imputation
procedure because they assume that the contribution rate is identical for all
wage and salary workers, regardless of age. However, younger workers are less
likely to be covered by a plan, and, if covered by a defined benefit plan, the
required employer contributions are likely to be smaller.

24   See Celia Silverman and Paul Yakoboski, “Public and Private Pensions
Today: An Overview of the System,” in Dallas L. Salisbury and Nora Super
Jones, eds., Pension Funding and Taxation: Implications for Tomorrow
(Washington, DC: Employee Benefit Research Institute, 1994).
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what individuals say regarding their planning and
saving behavior. Especially interesting are comparisons
of what current workers say they are and are not doing
with what current retirees say they did and did not do
while still working.

Who is Saving and When Did They Begin—Among the
studies that have examined the attitudes of individuals
toward planning and preparing financially for retire-
ment, a recent survey focuses on the attitudes of
nonretirees versus retirees (Mathew Greenwald &
Associates, 1993). In this survey, 64 percent of
nonretirees said that they had started saving for retire-
ment in ways other than through tax payments to Social
Security or employer-funded plans. Among retirees,
78 percent reported saving for retirement. Among
current workers not saving, 68 percent said it was
because of a lack of money, while 71 percent of current
retirees who did not save cited the same reason. When it
comes to investing for retirement, 76 percent of
nonretirees who were saving said that they were doing
very well or somewhat well at getting a good rate of
return. This is very close to the 78 percent of retirees
who felt they did very well or somewhat well in terms of
a good rate of return on their retirement savings. It is
not possible with the survey to judge whether
nonretirees who felt good about their rate of return were
actually doing well or whether retirees who feel similarly
about what they achieved did do well in this regard.
Nonetheless, it is interesting that the two groups have
such similar subjective judgments.

In a recent survey, 66 percent of respon-
dents not currently retired indicated they had
begun to save for retirement (Employee Benefit
Research Institute/The Gallup Organization, Inc.,
1994a). This compares with 65 percent in 1993,
63 percent in 1992, and 66 percent in 1991 of
nonretired respondents who said they had begun
to save for retirement. The higher a respondent’s
income, the more likely he or she was to have
begun saving. A positive correlation also exists

between education and the likelihood of having
begun to save. In addition, married individuals are
more likely than nonmarried individuals to have
begun to save for retirement. Among those already
saving and those already retired, the mean age at
which they began to save was 33 and the median
age was 30. Twenty-four percent reported begin-
ning saving before age 25.

A different picture is painted by another survey
that found fewer than one-half of American households
are saving for retirement (Merrill Lynch, 1994). Among
respondents to this survey, 46 percent of preretirees
(aged 45–64) and 35 percent of baby boomers reported
currently saving for retirement, with an additional
25 percent and 39 percent, respectively, reporting saving
for other goals. Baby boomers are beginning to prepare
for retirement earlier than preretirees began. The
average age at which preretirees first began to prepare
was 35. Baby boomers, by comparison, first began
preparing at age 26 (among those who say they feel
prepared to any extent and have taken some action to
prepare for retirement).

How Much Is Being Saved—In the Greenwald survey,
67 percent of nonretired savers said they were trying to
save a specific amount of money for retirement each
month or pay period, and among these, 90 percent
reported that they are usually able to save that amount.
By comparison, among current retirees who saved for
retirement, only 43 percent tried to save a specific
amount of money on a regular basis, and of these,
78 percent were able to do so. Therefore, it would appear
that current workers are doing a somewhat better job of
putting away money for retirement on a periodic basis
than current retirees did while working. However,
among both groups there has been little effort to calcu-
late the funds needed in retirement. Thirty-five percent
of nonretirees report ever having tried to figure out how
much money they will need to save so that they can live
comfortably in retirement. This is more than double the
percentage of retirees who report ever having tried the
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exercise. Therefore, while a large
fraction of workers may be saving for
retirement on a regular basis, in fact
more so than current retirees did while
working, this survey does not answer
the question of whether they are saving
enough. Among nonretirees who have
done the calculation, 73 percent say they are very
confident or somewhat confident that they will be able to
save the amount necessary. Eighty-four percent of
retirees who did the calculation reported that they were
able to save that amount.

According to the 1994 EBRI/Gallup survey,
among those who were saving money for retire-
ment, the average amount saved the previous year
was $6,759. Fourteen percent did not know how
much they saved last year. Thirteen percent saved
less than $1,000, 11 percent saved $1,000–$1,999,
17 percent saved $2,000–$2,999, 12 percent saved
$3,000–$4,999, 14 percent saved $5,000–$7,999,
3 percent save $8,000–$9,999, and 11 percent saved
$10,000 or more.

Respondents to a recent survey of current
nonretired individuals with total household income of
$25,000 or more were asked if they were saving more,
less, or about the same for retirement as they did last
year (Fidelity Investments, 1993). Among those aged
30–54, 35 percent said they saved more, and 47 percent
said they saved the same. Among those aged 55 and
over, the corresponding percentages were 31 percent and
49 percent. A little less than one-half (49 percent) of
those aged 30–54 said they saved as much for retirement
as they expected to in 1993, while 54 percent of those
aged 55 and over said they saved as much as expected.
Fifty-three percent of those aged 30–54 and 53 percent of
those aged 55 years and over said they would be willing
to reduce some of their personal spending to save for
retirement.

Among those aged 30–54, the mean amount
saved for retirement each year was reported to be
$6,700, with 35 percent saving less than $3,000 annually

and 37 percent saving more than
$5,000 annually (17 percent re-
sponded “don’t know”). Among those
aged 55 and over, the mean amount
saved for retirement each year was
reported to be $8,600, with
23 percent saving less than $3,000

annually and 47 percent saving more than $5,000
annually (31 percent responded “don’t know”).

The EBRI/Gallup survey also asked individuals
how much they will need to save by the time they retire.
On average, respondents felt they need to save $278,500
by the time they retire. The median amount was
$150,000. Twenty-seven percent did not know how
much they would need to save. Twenty-one percent
responded less than $100,000, 16 percent responded
$100,000–$199,999, 13 percent responded $200,000–
$299,999, 12 percent responded $300,000–$599,999,
2 percent responded $700,000–$899,999, and 9 percent
responded $900,000 or more. While the public apparently
has realized that they need to save for retirement,
Americans may not understand the extent to which they
need to save. $150,000 may not give people as much
purchasing power in the future as they think, when
inflation is factored into the equation. Today, $150,000 in
savings can purchase a monthly annuity for life of $1,060
at age 62 and $1,134 at age 65.

The Merrill Lynch survey found that
preretirees (aged 45–64) allocated 8 percent of
income, on average, to a retirement account in
1992. This was down from 10 percent in the previ-
ous year and 14 percent in 1988.  Among those
saving, a gap was reported between what they are saving
and what they think they need to be saving. Preretirees
are saving 8 percent annually but think they need to
save 29 percent to live comfortably in retirement. Baby
boomers are saving 7 percent on average and think that
they need to be saving 26 percent. However, most survey
respondents felt prepared for their eventual retirement.
Seventy-three percent of respondents in 1992 felt
prepared, down from 80 percent in the previous year.

The EBRI/Gallup
survey asked individu-
als how much they will
need to save by the time
they retire. On average,

respondents felt they
need to save $278,500
by the time they retire.
The median amount

was $150,000.
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Among preretirees, 58 percent anticipate having the
same standard of living in retirement as they have while
working, and 7 percent anticipate a higher standard of
living. Among baby boomers, 53 percent anticipate the
same standard of living, and 22 percent anticipate a
higher one.

Confidence in Savings Behavior—In the Greenwald
survey, most workers thought they are doing a good job
of preparing financially for retirement. When asked how
confident they were that they were doing a good job of
preparing financially for retirement, 23 percent reported
being very confident and 46 percent reported being
somewhat confident. Thirty-five percent of retirees were
very confident about their financial preparation for
retirement, and 41 percent were somewhat confident.
Eighty-three percent of nonretirees were very confident
or somewhat confident that they will have enough money
to take care of their basic expenses during retirement,
but a somewhat smaller percentage, 74 percent, was
confident that they will have enough money to live
comfortably throughout their retirement years. By
comparison, 83 percent of retirees also are very confident
or somewhat confident that they will have enough money
to take care of their basic expenses during retirement,
and 76 percent were confident that they will have
enough money to live comfortably throughout their
retirement years. Both nonretirees and retirees were less
confident that they will be able to handle medical
expenses in retirement. Fifty-five percent of nonretirees
are very confident or somewhat confident that they will
have enough money to take care of medical expenses
when they retire, while 68 percent of current retirees
were confident of their ability to do so.

The Fidelity study found that 76 percent of those
aged 30–54 were satisfied with the amount they had
saved for retirement thus far. Among those aged 55 and
over, 80 percent were satisfied. Among those aged 30–54,
34 percent reported having saved under $20,000 for
retirement, 14 percent have saved $20,000–$30,000,
16 percent have saved $30,000–$50,000, 15 percent have

saved $50,000–$100,000, and 12 percent have saved over
$100,000. Among those aged 55 and over, 17 percent
report having saved under $20,000 for retirement,
4 percent have saved $20,000–$30,000, 9 percent have
saved $30,000–$50,000, 19 percent have saved $50,000–
$100,000, and 30 percent have saved over $100,000.

While today’s workers apparently believe
that they are preparing adequately, in general, for
their eventual retirement, the question remains
whether they actually are saving enough, or their
apparent confidence is unjustified by their plan-
ning and saving behavior. The following section
discusses various empirical studies that have sought to
answer this question.

Empirical Analysis of Savings Adequacy

Different studies have reached different conclu-
sions regarding the adequacy of the baby boom
generation’s financial preparation for retirement.
It is important to realize that these studies ask
different, though related, questions and employ
different methodologies in answering them.

A recent study asked whether current workers
are saving at a rate sufficient to allow them to maintain
the same level of consumption during retirement as they
have during their working years (Bernheim, 1992 and
1993). To answer this question, a microsimulation model
was developed that calculates how much baby boom
households with varying characteristics need to save
throughout their adult lives to accumulate enough for
retirement at age 65. The model accounted for probable
economic developments over the course of a lifetime and
took account of Social Security, private pensions, taxes,
interest rates, inflation, economic growth, family compo-
sition, and employment prospects. Savings prescriptions
generated by the model were then compared with actual
savings deduced from a survey of 3,800 baby boom
households. It was calculated that baby boomers are
saving at only one-third the rate necessary to
maintain their level of consumption in retirement.
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However, these calculations discounted housing
wealth, which many households likely regard as their
most important financial asset. This exclusion has a
dramatic effect on the findings; if housing wealth is
taken into account, then the study found that baby
boomers are saving at 84 percent of the rate
necessary to maintain their level of consumption
in retirement. The study argues that it is inappropriate
to treat homeownership as a form of saving for retire-
ment consumption, because previous research suggests
that the elderly have an aversion to paying living
expenses during retirement by drawing on the equity in
their homes (Venti and Wise, 1989). However, other
research indicates that dissaving does occur out of
housing wealth, but that housing assets are consumed
later than other assets (Sheiner and Weil, 1992).
Whether baby boomers will have such an aversion in
their retirement years is an unanswered question. The
use of home equity loans today and the advent of reverse
mortgages suggest that they may not be as averse as
past retirees. The relevant question for policy
purposes is whether housing wealth should be
taken into account when evaluating the adequacy
of the baby boomers’ prospective retirement
finances.

The study also assumed a goal of maintaining a
steady level of consumption after retirement. However, it
is not clear that the same level of consumption will be
necessary to maintain the same standard of living.
Expenditures change as individuals move into their
retirement years. Some expenditures are likely to fall,
such as work-related expenditures for clothing, transpor-
tation, and lunch. Also, as children move into adulthood,
retirees may no longer have expenses related to their
care. On the other hand, if children enter college as
parents enter retirement, such expenses can rise during
the first years of retirement. Other expenses, such as for
travel and medical care, may also rise during retirement.
How individuals’ desired consumption in retirement
relates to consumption during their working years will
vary from household to household.

Similar studies have come to the same conclu-
sion that the baby boom generation is not preparing
adequately for retirement. One study estimated the
annual income individuals will need after retirement and
compared this with estimates of income they will have in
retirement (Arthur D. Little, Inc., 1993).26 Income
needed at retirement was defined as 70 percent of
the average of an individual’s income in the final
five years in the labor force. The study found that
households without pension plans typically will
have 20 percent–30 percent of what they need to
retire. Households with pension plans typically
will have 50 percent–60 percent of what they need
to retire. Households headed by single women are least
likely to retire comfortably. Women with pensions will
have as little as 37 percent of what they need to retire,
while women without pensions will have as little as
14 percent of what they need. The study also concluded
that saving more, shifting assets into equity invest-
ments, or drawing down home equity after retirement
have positive effects on asset accumulations available to
meet retirement income needs.

Other studies have taken a different angle in
assessing the baby boomers’ situation and have reached
different conclusions. A CBO study compared the income
and wealth of the baby boomers with that of their
parents’ generation at similar points in their lives to
asses how well today’s workers are preparing for retire-
ment (Congressional Budget Office, 1993a). Essentially,
this study answered the question: How well will baby
boomers do in retirement compared with their parents,
based on their financial circumstances at similar points
in their working careers?

Using data from the 1960 Census, the 1990
CPS, and the SCF in 1962 and 1989, CBO found
that both real household income and the ratio of
household wealth to income were higher on aver-
age for baby boomers aged 25–44 years in 1989

26  This study actually covered individuals aged 20–64 years in 1993, of which
the baby boomers are a subset.
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than was true for young adults of
the same age in 1959 and 1962,
respectively. CBO noted that the
parents of the boomers, in general,
seem to have adequate financial
resources in retirement, which is in
part due to government transfer
programs and unanticipated capital
gains on housing assets (rather than
systematic financial planning.) CBO
concluded that most baby boomers are
likely to enjoy higher real incomes in retirement than
their parents, assuming that real wages continue to
grow, Social Security and private pensions remain intact,
and health care expenditures do not outweigh other
gains. CBO noted the prospects are not as sanguine for
some demographic groups as others, in particular for the
single, the less educated, and nonhomeowners.

One criticism of this work concerns the assumed
standard of comparison, i.e., the adequacy of future
retirees’ finances was judged by comparison, in real
terms, with previous generations. This may be especially
important in a society that is accustomed to and expects
increased standards of living over time. In this sense,
adequacy of retirement income would be judged by
comparing an individual’s living standards in retirement
with those he or she enjoyed while still working, or
maybe even comparing the individual’s standard of living
in retirement with that of those currently working. A
retiree may have higher real income in retirement than
his or her parents but still have a lower standard of
living than when he or she was working. Would this
retirement income be considered in some sense inad-
equate? This question may very well have different
answers, depending on whether it is considered from a
personal financial planning or a public policy
perspective.

It is also important to note, as discussed in the
CBO report, that the relatively optimistic scenario for
boomers relative to their parents’ generation depends on
future economic growth, more specifically on the assump-

tion that wages will grow faster than
prices over the next 20 years–40
years. Long-term economic growth
may be retarded by low savings and
investment and by government fiscal
policy.

Other studies with similar
methodology have reached the
same basic conclusions as the
CBO study. Another study assessed
the retirement outlook of the baby

boomers relative to their parents with regard to wealth,
income, and family status (Easterlin, Schaeffer, and
Macunovich, 1993). Specifically, this study compared the
boomers’ status with the experience of their parents’
generation at similar points in their working years and
then assessed the likelihood that the observed differ-
ences would continue to retirement. It found that, on
average, boomers are doing considerably better economi-
cally than their parents at similar points in their lives,
and their living levels in retirement are likely to be
considerably better, with the possible exception of the
poorest segment of the youngest boomers. Balanced
against these findings was the likelihood that a smaller
percentage of boomers will have a spouse or adult
children in retirement, and a larger percentage will live
alone than current retirees. These outcomes are the
result of boomers raising their economic status over that
of their parents by making demographic decisions to
remain single longer, have fewer children, and combine
mothers’ marketplace work with childbearing. The
study therefore concluded that while boomers will
be better off economically in retirement than their
parents, it is at the price of decreased availability
of personal care in old age through a spouse or
children.

Reaching essentially the same conclusions as
CBO and Easterlin, et al., another study noted that most
baby boomers should have higher income in retirement
than today’s elderly, while stressing that not all will
benefit uniformly (Lewin-VHI, 1994). The study pro-

CBO concluded that
most baby boomers are
likely to enjoy higher

real incomes in retire-
ment than their

parents, assuming that
real wages continue to
grow, Social Security
and private pensions
remain intact, and
health care expendi-

tures do not outweigh
other gains.
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jected that between 81 percent and 84 percent of baby
boomers will have pension income during retirement.
However, this projection was based on two crucial
assumptions: first, that nearly all lump-sum distribu-
tions are rolled over each time a worker changes jobs;
second, that all income is paid out as an annuity. Neither
of these assumptions can be relied upon due to job
turnover, the propensity to consume lump-sum distribu-
tions, and the decreasing rate of annuitization. However,
the projection provides a realistic estimate of the propor-
tion of the baby boomers who will earn pension wealth
and benefit from it economically.

The study begins with a note of caution that
should be applied to the assessment of all such studies:
“At the outset, it should be noted that these projections
at best reflect certain assumptions about the course of
future events, which are incorporated in a mathematical
model. Needless to say, these data should not be con-
strued as a prediction of events to come but rather as a
probability, based on our knowledge at present.”

Another study projects the average resource and
consumption levels among retirement of early, middle,
and late baby boomers to determine how well prepared
these groups are for retirement relative to current
retirees (Auerbach and Kotlikoff, 1994 and Merrill
Lynch, 1994). The study projects that all three
groups of boomers will be able to sustain a level of
total consumption in retirement greater than that
of current retirees. However, the authors argued
that Medicare and Medicaid transfers should be
excluded from consumption.27 With such an adjust-
ment, the consumption of early and middle boomers
remained greater than that of current retirees, although
by a smaller margin, and the consumption of late
boomers in retirement is projected to be just under that

of current retirees. The authors note that when
medical transfers are excluded, only the oldest
boomers will have a level of consumption in retire-
ment exceeding that of previous retirees to the
extent expected with economic growth. However, it
is not clear, given the importance of medical expendi-
tures to the well-being of the elderly, that such transfers
should be excluded from consumption when making
these projections. Once adjustments are made in
prospective government fiscal policy, i.e., tax
increases and transfer payment reductions, to
counter what the authors see as the long-term
unsustainability of current fiscal policy, the
prospects for the baby boom generation’s retire-
ment financial security dim, i.e., their level of
consumption in retirement is reduced through
increased taxes and decreased transfers. Such
fiscal adjustments would have a relatively greater
negative impact on younger baby boomers.

Another study focuses on the effects of personal
targeted retirement accounts (IRAs, 401(k)s, and
Keoghs) on the financial status of recent retirees and on
persons approaching retirement (Venti and Wise, 1993).
Based on a comparison of age cohorts across time, it
concludes that the real personal financial assets of
younger cohorts are substantially larger than those of
their predecessors due to increasing contributions to
personal retirement accounts and to the fact that such
contributions have not displaced other forms of saving.
While families that are aged 76 or over currently have
$43,000 in personal financial assets (including assets in
addition to personal retirement accounts), the study
projected that families with a head of household aged 76
or over 18 years from now will have approximately
$25,000 more in assets (this includes both contributors
and non- contributors to personal retirement accounts).
The difference among participating families is projected
to be even greater: $93,000 versus $160,000.

The study concludes that “If these trends
continue, the baby boom generation will accumulate
substantially larger levels of personal financial assets

27  The reasons cited for such exclusion are that such transfers “do not provide
individuals with the same command over resources that cash or otherwise
fungible transfers would,” and that “given the sharp increases in the share of
medical spending over the next couple of decades, it is inappropriate to equate
the large associated increases in medical transfers received, particularly by
the elderly, with other increases in consumption.”
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than their older counterparts and thus after retirement
will have much larger pools of accessible assets upon
which to draw to meet unexpected contingencies.”
Whether such outcomes actually materialize will depend
to a large degree on the preservation of lump-sum
distributions received by workers as they change jobs.
Furthermore, other research has indicated the opposite,
i.e., vehicles such as IRAs and 401(k)s increase private
savings by a marginal amount, at best (Engen, Gale, and
Scholz, 1994).

In conclusion, the evidence indicates that
boomers, in general, will enjoy a standard of
living, i.e., real level of consumption, in retirement
that exceeds that of their parents. Whether they
will be able to maintain the standard of living they
enjoyed while working once they move into retire-
ment is a different question with a less clear
answer. A key role will be played by wealth accu-
mulation through homeownership. To the extent
that boomers are willing to tap into this resource to fund
their retirement, they would appear at this early stage to
be in good shape. In addition, a key role will be played by
individual savings, particularly through employment-
based saving plans such as 401(k)s. Also, fiscal policy
decisions made by the federal government will impact
boomers by affecting their current disposable income and
thus their ability to save, as well as the benefits they will
receive in retirement through Social Security and
Medicare. Many of the things that will impact the
boomers’ retirement, such as economic growth, trends in
housing values, and government fiscal policy, will unfold
over a period of decades and are impossible to predict.

Social
Security,
which
comprised
42 percent
of income of
the popula-

tion aged 65 and over in 1992, will provide a

smaller benefit for the same amount of lifetime
earnings for the elderly in the future. This is of
particular interest for the poorest of the elderly
population, because Social Security comprised
83 percent of income for those in the lowest in-
come quintile and 81 percent of income for those
in the second lowest income quintile. As discussed
previously, these individuals also have the lowest
median wealth-to-income ratios, meaning they rely on
income to provide for most of their-well being during
retirement. The status of future benefit levels and the
level of future payroll taxes to support Social Security is
uncertain.

The Social Security system operates on a pay-as-
you-go basis, with income generated primarily from
payroll taxes, income tax on Social Security benefits, and
interest on the Social Security trust fund in a given year
covering benefit payments and expenses during that
year. Any excess in income over disbursements during
the year is put in the Social Security trust fund, which is
invested exclusively in U.S. Treasury securities or bonds.
In this manner, the federal government borrows from the
trust fund to cover general operating expenses. When
Social Security expenditures exceed income, the Trea-
sury will be required to appropriate funds from the
general budget to redeem the bonds and securities to
make payments to Social Security beneficiaries. The
annual reports issued by the board of trustees of the Old-
Age and Survivors Insurance (OASI) and Disability
Insurance (DI) trust funds (which together form OASDI,
commonly called Social Security), include projections
based on three sets of actuarial economic and demo-
graphic assumptions that predict the amount of income
and disbursements of the OASDI trust fund over a
75-year period. The OASDI trust fund is considered to be
insolvent when the funds are exhausted.

Projections of Social Security’s Solvency

According to the 1994 board of trustees report,
under the intermediate set of assumptions the

Social Security
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Chart 5
Ratio of Assets to Disbursements in the Old-Age and Survivors Insurance and Disability Trust Fund,

by Alternative Assumptions, Calendar Years 1994–2070
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Source: U.S. Department of Health and Human Services, Social Security Administration, 1994 Annual Report of the Board of Trustees of the
Federal Old-Age and Survivors and Disability Insurance Trust Funds (Washington, DC: U.S. Government Printing Office, 1994).
aRepresents assets at the beginning of the year as a percentage of disbursements during the year. These data include interest income.
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projected date of insolvency for the OASDI trust
fund is 2029; seven years earlier than the year
projected in the two prior annual reports, and just
as the oldest of the baby boom generation begins
reaching retirement age (chart 5). The cash flow of
the combined OASI and DI programs is expected to be
positive until 2019, when expenditures are projected to
exceed income and interest earnings. The Treasury
would be required to appropriate funds from general
revenue income to redeem the special securities at that
time. The Social Security program’s cash flow would be
negative even sooner if the interest on the special issue
Treasury securities were not included in income. In
actuality, the Treasury would have to appropriate funds
at the point when income excluding interest income (i.e.,
payroll tax revenue and income tax on Social Security
benefits) falls short of disbursements, because the
principal and the interest of the Treasury securities are
not accessible without an appropriation of general
revenues from the Treasury.

These projections are based on current law, and
further changes to the Social Security program may be
made to increase OASDI income or to reduce benefit
payments. The 1983 amendments to Social Security
included a provision to increase the normal retirement
age (the age at which individuals are entitled to a full
Social Security benefit) incrementally from 65, the
current normal retirement age, to age 67 for those
attaining this age in years 2027 and later. The Omnibus
Budget Reconciliation Act of 1993 increased Social
Security revenue by increasing the amount of Social

Security benefits that are subject to federal income
taxation from 50 percent to 85 percent for single indi-
viduals with incomes above $34,000 ($44,000 for married
individuals filing jointly). This provision increased Social
Security’s income from 12.4 percent to 12.6 percent of
taxable payroll and is projected to gradually increase to
13.3 percent of taxable payroll by the end of the 75-year
projection period.

Impact of Changing the Retirement Age

Increasing Social Security’s normal retirement age
will decrease the value of the benefit to older
Americans. Taking a simplified example, table 21
shows the monthly benefit individuals of various ages,
with the same salary history, would receive if the normal
retirement age were changed today to age 67 or age 70
and compares that benefit to the average benefit pay-
ment received by an individual under current law. Under
current law, an individual claiming Social Security
payments at age 65, with average indexed monthly
earnings of $2,000, will receive $884 per month in Social
Security retirement benefits (William M. Mercer, 1994).
If the normal retirement age for Social Security
were changed to age 67, assuming the monthly
benefit at the new normal retirement age would be
the same, $884 per month, individuals who still
wished to claim Social Security payments at age 65
would receive a monthly benefit of $766, or
13 percent less than the benefit at age 65 under
current law. If normal retirement age were age 70, an
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Table 21
Monthly Social Security Retirement Benefits a Under

Different Normal Retirement Ages

Assumed Normal Retirement Age (NRA)

Age 65 Age 67 Age 70b

Age Retired (Current NRA) (Eventual NRA) (Alternative NRA)

62 $ 707 $636 $530
65 884 766 636
67 955 884 707
70 1,039 977 884

Source:  Employee Benefit Research Institute simulation based on
monthly benefits calculated in William M. Mercer, Guide to Social
Security and Medicare (Louisville, KY: William M. Mercer, 1993).
aAssumes individuals in each scenario will reach normal retirement
age on January 1, 1995 and begin receiving benefit payments on
their 62nd, 65th, 67th, or 70th birthday.  Normal retirement benefits
are based on average indexed monthly earnings of $2,000.

bThe reduction in benefits for early retirement and the increase in
benefits for late retirement are calculated according to current law.

individual wishing to
retire at age 65 would
receive $636 per month,
or 25 percent less than
the benefit at age 65
under current law.

Individuals
choosing to claim Social
Security payments prior to normal retirement age
receive reduced benefits, which under current law would
be $707 a month at age 62 under the same scenario
(table 21). An individual claiming Social Security ben-
efits at age 62 would receive 10 percent less ($636) if
normal retirement age were age 67 and 25 percent less
($530) if normal retirement age were age 70.

Individuals who wait longer to claim Social
Security benefits because they do not want to retire or
cannot afford to stop working, receive an increased
benefit. Under current law, an individual claiming Social
Security benefits at age 67 would receive $955 per
month, and an individual waiting until age 70 would
receive $1,039 per month (table 21). If normal retirement
age were 67, an individual claiming Social Security
benefits at age 67 would receive $884 per month; the
monthly benefit a similar individual would receive under
current law at age 65. If normal retirement age were age
70, the monthly benefit at age 67 would be $707, which is
equal to the early retirement benefit under current law
at age 62.

The effect of an increase in normal retirement
age would be somewhat mitigated by the increase in
benefits for those claiming retirement benefits after
normal retirement age. For people born after 1930, the
percentage increase in the annual benefit is scheduled to
increase one-half percent every two years, reaching
8 percent per year for those born after 1942. Currently,
individuals claiming Social Security benefits at age 67 in
1995 would receive a 4 percent increase for each year
they defer benefits and those beginning benefits at age
70 in 1995 would receive a 3.5 percent increase for each
year they defer benefits. Using the example in table 21,

if the 8 percent benefit
increase were in affect
now, the individual
initiating Social Secu-
rity benefits at age 67,
where normal retire-
ment age is age 65,
would receive $1,025

per month rather than $955 under current law. Simi-
larly, the individual receiving Social Security benefits at
age 70 would receive a monthly benefit of $1,238.

Public Opinion

Current workers, while not likely to be knowledgeable
regarding the specific issues discussed above, nonethe-
less have limited expectations regarding the level of
benefits they will receive from Social Security in their
retirement. In a recent public opinion survey that asked
respondents to rate their confidence in Social Security on
a scale of one to five, with five indicating extremely
confident and one not at all confident, the mean confi-
dence score was 2.8 (Employee Benefit Research
Institute/The Gallup Organization, Inc., 1994b). More
than two-thirds of Americans (69 percent) said
they expect the level of Social Security benefits to
decrease (38 percent ) or be eliminated (31 per-
cent) in the future. One-quarter of Americans said
they expect benefits to increase in the future, and
4 percent said benefits will stay the same.

Lower-income individuals were more likely than
higher income individuals to say Social Security benefits
would increase, while higher-income individuals were
more likely than lower-income individuals to say benefits
would decrease. The lower-income individuals are also
less likely to be saving on their own for retirement.
Currently, lower-income individuals receive the majority
of their retirement income from Social Security, but it
appears that many younger lower-income individuals are
not aware that Social Security benefits have decreased
and may decrease further. Without this knowledge, it is
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wealth accumulation through homeownership. To
the extent that boomers are willing to tap into this
resource to fund their retirement, they would appear at
this early stage to be in good shape. Of course, should the
value of housing drop significantly and the housing
market remain depressed into the boomers’ retirement
years, their financial situation would be hurt. The exact
extent would depend on the magnitude of the drop, its
timing, and its duration.

Many of the factors that will impact the boomers’
retirement, such as developing trends in employment-
based retirement plan participation rates, likely changes
in the level of Social Security benefits and the taxes that
support these benefits, other developments in govern-
ment fiscal policy, and macroeconomic developments
such as economic growth and changes in the value of
housing, will unfold over a period of decades and are
impossible to predict. These factors are all in addition to
the planning, saving, and investing decisions made by
individuals, and often will affect these decisions. The
oldest boomers are still 17 years away from age 65 and
the youngest boomers are 35 years away from the same
age. Many unforeseen events lie ahead that will have a
large impact on the baby boomers.

Continued economic growth would be a positive
development, while economic stagnation would be
negative for boomers. The continued increase in the
proportion of women in the work force earning their own
retirement benefits is a positive development. Inherit-
ances received by boomers from their parents’ generation
will be a plus, though likely concentrated among a small
portion of the baby boom generation. Any innovations in
housing finance that improve homeowners’ access to
their housing equity will be a positive development.
Federal budget deficits and prospective fiscal adjust-
ments loom as a negative. The generosity of Social
Security benefits is already being scaled back and
further cuts remain a real possibility. In addition, there
is the possibility of payroll tax increases to fund these
benefits and increased income taxes on the recipients of
Social Security benefits.

unlikely they will make up for a loss in Social Security
benefits with increased personal savings.

Twelve percent of respondents to another public
opinion survey stated they expect Social Security ben-
efits to increase more than the rate of inflation or at the
same level (Employee Benefit Research Institute/The
Gallup Organization, Inc., 1994c). Twenty-one percent
expected Social Security to increase for some individuals
but to decrease for others, while 21 percent expected
benefits to stay the same for everyone. Forty-nine
percent of those surveyed expected Social Security
benefits to decrease (33 percent) or be eliminated
(16 percent). When asked if they believed that taxes will
have to be raised dramatically to pay for the program in
the future, only 46 percent agreed, and the remaining
54 percent disagreed.

What will the
situation of
the baby
boom genera-
tion be once
they reach
their retire-
ment years?

Generally, workers themselves are fairly optimistic
regarding their preparation and their likely retirement
lifestyles. They say that they are saving and are gener-
ally pleased with the amount they are saving. However,
the question remains whether such confidence is justi-
fied.

Expert opinion on the question of the boomers’
likely financial situation in retirement is divided, and
answers will depend on the specifics of the question
being asked. To summarize, the evidence indicates
that boomers, in general, will enjoy a standard of
living, i.e., real level of consumption, in retirement
that exceeds that of their parents. Whether they
will be able to maintain the standard of living they
enjoyed while working once they move into retire-
ment is less clear. A key role will be played by

Conclusion
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This Issue Brief has not discussed the issues
surrounding retiree medical expenses and health insur-
ance. To the extent that boomers, once they are in
retirement, have adequate insurance coverage and to the
extent that health care inflation is brought under
control, they will be that much better off. To the extent
that their out-of-pocket expenditures for medical care in
retirement increase, they will be that much worse off. In
response to Financial Accounting Standard FAS 10628

employers have reevaluated their retiree health benefits.
Some firms have dropped the provision of retiree health
benefits for future retirees entirely, while others have no
intention of changing their existing plans. Some employ-
ers have placed limits on their postretirement medical
benefit promises by linking the promise to tenure or by
comprehensively restructuring the plan design, often
using a defined contribution approach (A. Foster
Higgins, 1993).

The reduction in retiree health coverage places
additional financial burdens on retirees, at least until
they reach age 65 and qualify for Medicare benefits.
However, the Medicare program is accounting for an
increasing proportion of the federal budget, and the
federal government is considering passing health re-
forms that would reduce future Medicare expenditures.
Constraints on federal spending for Medicare and
reduced employment-based benefits may mean a greater
portion of the elderly’s health care costs will be shifted to
individuals. It remains to be seen how such issues will be
dealt with by health care reform, but they have obvious
implications for retirement income security.

Given the heterogeneity of the baby boom
generation, more research is needed to identify
specifically what subgroups within the generation
are currently at risk and what the size of the
problem is likely to be for them. This involves

This Issue Brief was co-authored by Paul Yakoboski
and Celia Silverman of EBRI, with assistance from the
Institute’s research and education staffs.

28  FAS 106 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 expenditures
on their balance sheet.

moving beyond broad generalizations regarding
the boomers. Groups that would now appear to be
at risk to some degree include nonhomeowners,
the less educated, the single, and the youngest
boomers.
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Appendix

Total Percentage
Total Older Population (thousands) Distribution

By Age
55+ 52,117 100.0%
65+ 30,870 59.2
55–61 12,887 24.7
62–64 8,360 16.0
65–69 9,832 18.9
70–79 14,499 27.8
80+ 6,539 12.5

By Gender and by Marital Status

Population Aged 55+

Total Male 23,037 100.0
Married 17,703 76.8
Widowed 2,210 9.6
Divorced 1,486 6.4
Separated 400 1.7
Never married 1,239 5.4

Total Female
Married 14,788 100.0
Widowed 10,173 68.8
Divorced 2,403 16.2
Separated 453 3.1
Never married 1,264 8.6

Population Aged 65+

Total Male 12,832 100.0
Married 9,716 75.7
Widowed 1,830 14.3
Divorced 582 4.5
Separated 136 1.1
Never married 568 4.4

Total Female 18,038 100.0
Married 7,439 41.2
Widowed 8,578 47.6
Divorced 1,054 5.8
Separated 172 1.0
Never married 795 4.4

Appendix Table 1
Distribution of the Population Aged 55 and Over by Age,

Annual Income, Gender, and Marital Status, 1992

Source:  Employee Benefit Research Institute tabulations of the
March 1993 Current Population Survey.
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Appendix Table 2
Sources of Income by Gender and Marital Status, Population Aged 55 and Over, 1992

Total Married Widowed Divorced Separated Never Married

                                      Mean Income

Total Male $24,829 $26,587 $17,512 $22,952 $21,783 $15,994
Earnings 12,142 13,538 3,727 12,066 13,307 6,922
Retirement income 8,876 9,232 9,868 6,835 4,624 5,829

OASDIa 4,563 4,603 6,129 3,390 2,439 3,290
private pensionsb 2,124 2,260 2,239 1,667 415 1,077
public pensionsb 2,004 2,160 1,293 1,750 1,746 1,423
IRAc/Keogh/401(k) 135 153 177 1 19 6
other retirement

(including annuities)d 50 56 30 28 6 34
Income from assets 2,851 2,893 3,170 2,620 1,948 2,257
Othere 960 924 747 1,432 1,904 986

Total Female 12,194 10,862 12,711 16,502 10,744 15,955
Earnings 4,055 4,587 1,898 8,657 5,061 6,075
Retirement income 5,074 3,430 7,554 4,303 2,655 6,688

OASDIa 3,757 2,554 5,782 2,952 2,111 3,653
private pensionsb 574 368 769 670 121 1,394
public pensionsb 715 492 956 659 414 1,585
IRAc/Keogh/401(k) 15 7 29 4 3 11
other retirement
(including annuities)d 15 10 17 18 6 47

Income from assets 2,450 2,535 2,458 2,173 839 2,492
Othere 615 309 802 1,370 2,189 700

                                           Median Incomef

Total Male $17,729 $19,095 $12,562 $16,154 $11,428 $12,154
Earnings 22,000 23,000 12,000 20,000 19,049 14,925
Retirement income 10,462 10,800 9,358 9,900 7,800 8499

OASDIa 7,894 8,020 7,413 7,183 6,240 6,278
private pensionsb 5,808 6,000 4,950 6,480 5,844 4,722
public pensionsb 13,200 13,793 9,600 13,368 13,217 11,642
IRAc/Keogh/401(k) 7,245 7,245 9,500 768 8,000 3,000
other retirement

(including annuities)d 3,000 3,174 1,479 12,000 1,224 16,000
Income from assets 1,000 951 1,500 800 399 1,231
Othere 3,038 3,000 2,616 3,600 4,476 3,050

Total Female 8,500 7,016 9,392 11,439 6,400 11,500
Earnings 11,000 11,000 8,375 16,000 9,784 15,000
Retirement income 5,976 4,545 7,354 6,344 4,533 7,719

OASDIa 5,335 4,296 6,696 5,586 4,497 6,000
private pensionsb 2,632 2,400 2,605 3,400 1,000 3,000
public pensionsb 6,876 6,968 6,114 9,007 7,000 12,000
IRAc/Keogh/401(k) 2,136 2,000 3,200 1,627 579 13,000
other retirement

(including annuities)d 1,680 1,452 2,100 983 538 2,460
Income from assets 950 922 1,028 423 349 1,007
Othere 2,400 2,000 2,400 3,000 3,665 3,775

Source:  Employee Benefit Research Institute tabulations of the March 1993 Current Population Survey.
aOld-Age, Survivors and Disability Insurance; includes railroad retirement.
bDoes not include disability benefits.
cIndividual retirement account.
dDoes not include survivor or disability payments.
eIncludes public assistance, Supplemental Security Income, unemployment compensation, workers’ compensation,
veterans’ benefits, nonpension survivors’ benefits, 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.

fMedian income by source includes only individuals receiving income from the source being measured.
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Appendix Table 3
Median Elderly Income from Major Sources, Married Couples and Unmarried Individuals

Aged 65 and Over, Selected Years 1976–1990

Source and Marital Status 1976 1978 1980 1982 1984 1986 1988 1990

Married Couplesa

Median total familyb income c $10,150 $12,830 $16,310 $18,670 $20,520 $22,063 $25,654
Median aged unitd income $7,890 9,460 12,020 15,130 17,250 18,890 20,305 23,352
Median income from major sources,

aged unitsd with income from
Social Security benefits 4,090 4,820 6,030 7,560 8,470 9,070 9,751 10,715
earnings 4,060 5,360 5,990 7,270 7,120 9,040 9,534 10,502
private pension or annuity 2,150 2,540 2,980 3,160 3,750 4,090 4,374 5,409
government employee pension 4,990 4,270 6,280 7,320 c c c 10,795
assets 1,120 1,230 1,700 2,160 3,010 3,020 3,319 3,295

Unmarried Individuals
Median total familyb income c 5,730 6,690 8,190 9,580 10,100 11,179 12,638
Median aged unitd income 3,360 3,910 4,780 5,880 6,690 7,180 7,928 9,147
Median income from major sources,

aged unitsd with income from
Social Security benefits 2,410 2,880 3,580 4,450 4,830 5,260 5,589 6,219
earnings 2,100 2,590 3,370 4,060 3,800 4,700 5,271 5,261
private pension or annuity 1,500 1,700 1,760 1,880 1,870 2,230 2,616 2,833
government employee pension 3,070 3,580 3,440 4,360 c c c 7,066
assets 680 740 760 1,120 1,550 1,520 1,517 $1,887

Source:  Susan Grad and Karen Foster, Income of the Population 55 and Over, 1976, U.S. Department of Health,
Education, and Welfare, pub. no. 13-11865 (Washington, DC: U.S. Government Printing Office, 1979); Susan Grad,
Income of the Population 55 and Over, 1978, 1980, 1982, and 1984, U.S. Department of Health and Human Services,
Social Security Administration, pub. no. 13-11871 (Washington, DC: U.S. Government Printing Office, 1981–1985); and
Susan Grad, Income of the Population 55 or Older, 1988, U.S. Department of Health and Human Services, Social
Security Administration, pub. no. 13-11871 (Washington, DC: U.S. Government Printing Office, 1990); and Susan Grad,
Income of the Population 55 or Older, 1990, U.S. Department of Health and Human Services, Social Security Administra-
tion, pub. no. 13-11871 (Washington, DC: U.S. Government Printing Office, 1992).
aCouples are included if they are married, living together, and at least one is aged 65 or over.
bA family includes all persons related by blood, marriage, or adoption and residing together.
cNot reported.
dAged units include unmarried individuals aged 65 or over and married couples if at least one spouse is aged 65 or over.
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Appendix Table 4
Sources of Income of the Population Aged 55 and Over by Income Quintile, 1992

Total Lowest 2 3 4 Highest

Distribution of the Elderly by Receipt of Income Source

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Earnings 35.0 13.4 13.9 27.6 44.0 71.5
Retirement Income 71.0 64.0 86.3 82.8 72.0 50.0

OASDIa 64.9 61.3 84.3 78.7 64.0 37.1
Private pensionsb 19.1 3.5 8.8 27.2 33.8 19.9
Public pensionsb 10.6 1.5 3.6 10.5 17.5 18.1
IRAc/Keogh/401(k) 0.6 0.1 0.1 0.4 1.1 1.2
Other retirement

(including annuities)d 0.7 0.3 0.3 0.7 1.0 1.0
Income from Assets 68.9 53.0 51.0 69.0 80.0 88.6
Othere 15.6 15.5 20.3 14.3 12.8 15.3

Distribution of Elderly Income by Income Source

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Earnings 42.9 6.2 8.8 18.5 32.8 59.1
Retirement Income 38.0 69.9 73.9 64.1 49.3 20.9

OASDIa 23.1 66.8 69.6 50.6 27.1 6.6
Private pensionsb 7.1 1.8 2.4 7.8 11.8 6.0
Public pensionsb 7.2 1.3 1.7 5.5 9.9 7.6
IRAc/Keogh/401(k) 0.4 0.0 0.0 0.1 0.3 0.6
Other retirement

(including annuities)d 0.2 0.1 0.1 0.1 0.2 0.2
Income from Assets 14.8 11.6 9.0 12.4 14.4 16.4
Othere 4.3 12.3 8.3 5.0 3.6 3.5

Source:  Employee Benefit Research Institute tabulations of the March 1993 Current Population Survey.
aOld-Age, Survivors and Disability Insurance; includes railroad retirement.
bDoes not include disability benefits.
cIndividual retirement account.
dDoes not include survivor or disability payments.
eIncludes public assistance, Supplemental Security Income, unemployment compensation, workers’ compensation,
veterans’ benefits, nonpension survivors’ benefits, 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.
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Appendix Table 5
Sources of Income of the U.S. Population Aged 55 and Over by Income Quintile, Selected Years 1974–1992

Total Lowest 2 3 4 Highest

Percentage of the Older Population
Receiving Income from Various Sources

OASDIa‘

1974 58.2% 54.1% 80.5% 77.7% 54.2% 22.5%
1979 59.4 51.7 82.4 79.2 59.0 24.0
1984 61.7 55.4 81.6 76.4 60.9 33.8
1989 64.4 63.3 83.5 77.0 61.5 37.1
1992 65.4 61.4 84.8 79.5 64.8 37.5

Pensions and annuitiesb,c

1974b 18.2 2.9 5.4 19.9 33.9 20.5
1979 20.6 2.3 7.6 26.3 38.1 24.5
1984 24.2 3.7 10.4 31.5 42.6 29.2
1989 28.8 4.9 15.9 39.6 47.4 36.5
1992 30.2 5.4 12.9 38.5 51.5 38.8

Income from assets
1974 46.1 22.3 22.5 44.1 57.3 70.7
1979 70.4 58.2 51.2 70.9 80.0 88.5
1984 70.2 54.5 49.8 72.3 81.9 89.6
1989 70.8 51.0 55.0 74.1 83.1 90.6
1992 69.0 53.1 51.0 69.2 80.0 88.7

Earnings
1974 46.4 25.8 16.5 31.8 60.1 85.8
1979 39.4 13.5 12.8 27.8 53.5 82.9
1984 36.4 14.6 14.0 28.8 48.5 71.8
1989 36.0 13.7 16.0 30.0 47.1 72.6
1992 35.0 13.4 13.9 27.6 44.1 71.5

Otherb,d

1974b 16.0 13.7 24.7 20.4 11.5 8.3
1979 15.7 13.4 25.3 16.2 11.9 11.7
1984 14.2 14.6 24.7 12.3 10.7 8.9
1989 13.7 17.8 18.1 10.6 11.3 10.8
1992 13.9 15.1 19.3 12.0 10.5 12.8

Total Lowest 2 3 4 Highest

Distribution of the Older Population’s
Income by Income Source

OASDIa

1974 19.5% 76.9% 69.6% 53.7% 23.0% 3.9%
1979 20.3 65.8 67.5 51.3 24.3 3.8
1984 21.4 65.9 66.5 47.9 24.8 5.7
1989 21.7 65.9 66.4 45.8 23.6 6.1
1992 23.6 67.2 70.2 51.7 28.1 6.8

Pensions and annuitiesb,c

1974b 8.5 3.0 2.8 7.2 14.1 7.3
1979 10.0 2.0 2.8 8.9 15.8 9.2
1984 11.1 2.5 3.5 11.4 17.3 10.1
1989 13.5 2.8 5.5 14.4 19.6 12.8
1992 15.0 3.2 4.2 13.4 22.0 14.8

Income from assets
1974 11.5 9.6 4.7 9.0 11.3 13.0
1979 14.1 18.2 10.6 15.4 15.5 13.6
1984 20.0 17.4 10.9 17.8 19.7 22.1
1989 18.5 12.3 11.6 16.9 19.2 20.0
1992 15.2 11.7 9.0 12.5 14.5 17.1

Earnings
1974 57.2 –2.8 9.9 22.1 48.3 74.9
1979 52.5 3.2 8.0 18.9 41.5 72.0
1984 44.6 3.1 8.7 19.1 36.0 60.7
1989 43.4 6.4 9.6 19.9 35.2 59.4
1992 42.9 6.2 8.8 18.5 32.9 59.1

Otherb,d

1974b 3.3 13.3 13.1 8.0 3.2 1.0
1979 3.1 10.9 11.1 5.5 2.8 1.4
1984 2.8 11.2 10.4 3.9 2.2 1.4
1989 2.8 12.6 7.0 3.0 2.5 1.7
1992 3.2 11.8 7.8 3.9 2.6 2.2

Source: Employee Benefit Research Institute tabulations of the March 1970, March 1975, March 1980, March 1985, March 1990, and March
1993 Current Population Surveys.
aOld-Age, Survivors and Disability Insurance; includes railroad retirement.
bIn 1974, the percentage of the older population receiving pension income may be overstated and the percentage of people receiving “other”
income may be understated.  Total private pension income received by individuals aged 55 and over in 1974 was $10,451 million; however,
because some sources of income in the “other” category are included in private pension income, 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.

cIncludes pension,  annuity, survivors, and disability benefits.
dIncludes public assistance, Supplemental Security Income, unemployment compensation, workers’ compensation, veterans‘ 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.
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Total Lowest 2 3 4 Highest

Mean Income

Total
1974a $16,109 $  790 $5,473 $ 9,846 $18,376 $45,826
1979 16,760 1,874 6,094 10,419 18,497 45,885
1984 17,304 2,212 6,534 11,026 19,041 19,041
1989 18,987 2,918 7,562 12,611 21,235 52,115
1992 17,767 2,496 6,864 11,501 19,347 47,436

OASDIb

1974 3,141 608 3,808 5,287 4,232 1,777
1979 3,394 1,234 4,115 5,343 4,499 1,749
1984 3,700 1,457 4,344 5,276 4,727 4,727
1989 4,118 1,924 5,019 5,771 5,010 3,187
1992 4,201 1,676 4,816 5,947 5,432 3,215

Pensions and annuitiesa,c

1974a 1,367 24 153 713 2,598 3,325
1979 1,678 37 171 929 2,926 4,222
1984 1,929 55 230 1,253 3,294 3,294
1989 2,570 82 414 1,819 4,155 6,657
1992 2,671 79 290 1,544 4,253 7,004

Income from assets
1974 1,854 76 255 882 2,077 5,947
1979 2,367 340 647 1,605 2,876 6,222
1984 3,467 384 715 1,963 3,743 3,743
1989 3,516 360 879 2,127 4,070 10,433
1992 2,697 291 620 1,438 2,809 8,105

Earnings
1974 9,215 (22) 540 2,176 8,882 34,314
1979 8,794 59 485 1,969 7,676 33,044
1984 7,725 69 567 2,107 6,861 6,861
1989 8,246 187 724 2,516 7,476 30,939
1992 7,630 154 605 2,128 6,360 28,054

Othera,d

1974a 532 105 717 789 587 463
1979 526 204 676 573 520 650
1984 483 247 678 427 416 416
1989 536 366 526 379 524 899
1992 568 295 533 443 494 1,059

Total Lowest 2 3 4 Highest

Median Income

Total
1974a $11,425 $2,391 $5,522 $ 9,562 $17,957 $37,565
1979 10,793 2,765 3,032 1,623 387 1,353
1984 11,349 3,129 3,239 1,252 391 1,369
1989 12,509 3,830 7,488 12,512 20,790 42,041
1992 11,842 3,420 6,840 11,407 19,002 38,478

OASDIb

1974 5,854 2,728 4,694 7,069 7,786 7,911
1979 5,674 5,994 4,978 1,716 626 3,894
1984 6,045 6,520 5,383 1,486 699 4,313
1989 6,332 3,630 6,137 7,693 8,208 8,486
1992 6,348 3,495 5,800 7,643 8,422 8,664

Pensions and annuitiesa,c

1974a 5,464 1,449 2,391 2,937 6,651 13,660
1979 5,658 10,233 6,957 2,759 1,202 7,730
1984 5,476 10,859 7,081 3,064 1,565 7,823
1989 5,920 1,268 1,650 3,883 8,024 14,935
1992 6,000 1,263 1,500 3,245 7,200 15,000

Income from assets
1974 1,423 498 632 1,283 1,918 2,561
1979 966 18,129 7,630 6,841 1,546 15,460
1984 1,499 18,648 7,833 6,978 2,704 15,647
1989 1,436 381 792 1,608 2,829 3,889
1992 989 267 500 1,000 1,500 2,300

Earnings
1974 17,075 1,138 3,566 7,115 15,652 34,150
1979 17,393 38,650 7,478 13,914 1,824 34,785
1984 15,647 37,878 7,855 12,877 4,107 33,901
1989 16,972 1,810 4,526 9,052 17,539 37,338
1992 15,840 1,530 4,950 8,310 15,600 35,000

Othera,d

1974a 2,739 1,679 2,610 3,210 3,757 2,388
1979 2,213 1,546 2,190 2,899 2,788 1,987
1984 2,086 1,627 2,159 2,503 2,608 2,026
1989 2,263 1,901 2,037 2,851 2,715 2,715
1992 2,400 1,802 2,064 2,880 3,000 3,915

Appendix Table 6
Mean and Median Income of the Population Aged 55 and Over, by Income Quintile, Selected Years 1974–1992

Source:  Employee Benefit Research Institute tabulations of the March 1970, March 1975, March 1980, March 1985, March 1990, and March
1993 Current Population Surveys.
aMean and median pension income in 1974 may be overstated and mean and median “other” income may be understated. Total private
pension income of individuals aged 55 and over in 1974 was $10,451 million; however, because some sources of income in the “other”
category are included in private pension income 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.
cIncludes pension, annuity, survivors, and disability benefits.
dIncludes public assistance, Supplemental Security Income, unemployment compensation, workers’ compensation, veterans’ 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.



                                        July 1994 • EBRI Special Report & Issue Brief52

Appendix Table 7
Mean and Median Income of the Population Aged 65 and Over, by Income Quintile, Selected Years 1974–1992

Total Lowest 2 3 4 Highest

Median Income

Total
1974a $ 8,674 $3,159 $5,576 $ 8,203 $12,806 $24,958
1979 8,795 3,620 5,933 8,678 13,296 24,705
1984 9,659 3,971 6,520 9,550 15,107 28,248
1989 10,765 4,222 7,085 10,657 16,689 32,226
1992 10,200 4,020 6,684 10,085 15,473 28,527

OASDIb

1974 6,033 3,113 4,849 6,884 7,581 8,135
1979 5,798 3,252 5,054 6,903 7,322 7,730
1984 6,234 3,476 5,585 7,010 7,822 8,063
1989 6,504 3,647 5,998 7,565 8,161 8,554
1992 6,420 3,600 5,846 7,534 8,248 8,842

Pensions and annuitiesa,c

1974a 5,123 1,605 2,224 2,151 4,013 9,904
1979 4,824 1,353 1,480 1,836 4,360 9,647
1984 4,694 981 1,252 2,112 4,930 10,030
1989 5,211 1,109 1,358 2,636 5,567 11,812
1992 5,076 1,000 1,272 2,280 5,194 12,000

Income from assets
1974 1,821 484 598 953 1,931 5,265
1979 1,353 291 580 966 2,019 4,831
1984 2,067 317 652 1,408 3,260 10,431
1989 1,923 311 623 1,513 3,337 8,969
1992 1,200 217 500 1,000 1,904 4,924

Earnings
1974 6,113 1,025 1,423 2,627 5,692 17,075
1979 6,646 773 1,193 2,899 5,798 15,847
1984 5,858 652 1,398 2,712 6,259 15,256
1989 7,694 1,018 1,697 3,734 6,789 22,629
1992 7,000 350 1,204 3,581 6,018 18,000

Othera,d

1974a 2,669 1,568 2,459 2,698 3,835 5,078
1979 2,125 1,739 1,855 2,435 3,989 3,479
1984 1,956 1,674 1,833 2,347 2,608 3,502
1989 1,989 1,582 1,738 2,675 2,738 3,575
1992 2,264 1,656 1,704 2,640 3,000 4,200

Total Lowest 2 3 4 Highest

Mean Income

Total
1974a $12,239 $1,857 $5,549 $ 8,252 $12,950 $32,417
1979 12,673 3,102 5,984 8,764 13,458 31,524
1984 14,347 3,520 6,529 9,672 15,295 36,204
1989 15,942 3,678 7,091 10,744 16,918 41,099
1992 14,899 3,436 6,730 10,183 15,712 37,483

OASDIb

1974 5,142 1,645 4,313 6,157 7,169 6,467
1979 5,412 2,455 4,708 6,298 6,982 6,471
1984 5,817 2,822 5,202 6,585 7,345 7,080
1989 6,148 2,997 5,588 7,010 7,748 7,343
1992 6,206 2,838 5,460 7,092 7,929 7,642

Pensions and annuitiesa,c

1974a 1,709 29 127 378 1,871 6,093
1979 1,875 35 124 493 2,115 6,489
1984 2,158 43 180 790 2,822 6,847
1989 2,794 72 269 1,139 3,574 8,886
1992 2,991 71 218 1,081 3,597 9,703

Income from assets
1974 2,230 70 243 611 1,821 8,340
1979 2,727 221 546 1,150 2,621 8,947
1984 4,039 262 557 1,593 3,590 13,968
1989 4,018 245 643 1,734 3,784 13,631
1992 3,051 226 539 1,286 2,603 10,297

Earnings
1974 2,607 (59) 155 400 1,476 10,962
1979 2,199 9 99 341 1,330 9,090
1984 1,912 7 100 356 1,260 7,710
1989 2,513 7 120 534 1,450 10,415
1992 2,207 (12) 104 434 1,201 9,024

Othera,d

1974a 552 172 711 706 613 554
1979 461 382 507 481 409 526
1984 421 387 490 348 277 600
1989 468 357 470 328 361 824
1992 445 313 408 290 382 818

Source: Employee Benefit Research Institute tabulations of the March 1970, March 1975, March 1980, March 1985, March 1990, and March
1993 Current Population Surveys.
aMean and median pension income in 1974 may be overstated, and mean and median “other” income may be understated. Total private
pension income for individuals aged 55 and over in 1974 was $10,451 million; however, because some sources of income in the “other”
category are included in private pension income, 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.
cIncludes pension, annuity, survivors’, and disability benefits.
dIncludes public assistance, Supplemental Security Income, unemployment compensation, workers’ compensation, veterans’ 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.
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Appendix Table 8
Sources of the Older Population’s Income by Age, Selected Years 1974–1992

Total Total
Aged 55+ Aged 65+ 55–61 62–64 65–69 70–79 80+

Percentage of the Older Population Receiving Various Income Sources

OASDIa

1974 58.2% 88.6% 10.8% 47.5% 83.8% 91.4% 91.6%
1979 59.4 91.0 10.7 51.3 86.8 93.7 92.3
1984 61.7 92.6 9.0 55.0 88.8 95.2 93.3
1989 64.4 92.5 9.3 55.6 87.1 95.6 94.7
1992 65.4 93.4 9.1 55.7 89.7 94.8 95.9

Pensions and annuitiesb,c

1974b 18.2 24.0 9.1 16.7 26.1 24.8 17.4
1979 20.6 26.6 10.8 20.1 29.0 27.3 20.1
1984 24.2 30.1 13.1 25.0 33.2 30.8 23.0
1989 28.8 34.7 16.3 29.6 36.8 35.8 28.6
1992 30.2 37.2 15.8 28.0 37.0 40.0 31.4

Income from assets
1974 46.1 47.4 44.5 44.6 45.3 48.7 48.2
1979 70.4 68.9 72.6 71.2 69.8 69.4 65.7
1984 70.2 69.4 71.3 71.1 71.3 70.0 64.3
1989 70.8 70.3 71.6 71.6 71.5 70.7 67.2
1992 69.0 68.8 69.3 69.1 69.8 69.8 65.1

Earnings
1974 46.4 21.9 81.9 61.3 33.3 18.0 7.8
1979 39.4 17.5 70.8 51.4 28.6 14.2 3.3
1984 36.4 15.2 70.0 47.1 25.1 12.7 3.6
1989 36.0 16.4 71.5 48.8 28.6 12.4 4.5
1992 35.0 14.9 72.4 49.2 25.7 12.4 4.1

Otherb,d

1974b 16.0 17.3 15.7 11.0 15.1 17.4 21.9
1979 15.7 15.3 16.9 14.4 13.4 14.7 20.7
1984 14.2 13.6 15.4 13.9 12.1 13.3 17.1
1989 13.7 13.4 14.7 12.6 13.2 13.2 14.4
1992 13.9 12.9 16.1 13.8 12.3 13.2 13.0

Total Total
Aged 55+ Aged 65+ 55–61 62–64 65–69 70–79 80+

Distribution of the Older Population’s Income by Income Source

OASDIa

1974 19.5% 42.0% 2.5% 11.6% 33.7% 47.5% 50.2%
1979 20.3 42.7 2.6 13.3 35.8 45.9 52.2
1984 21.4 40.5 2.2 14.5 34.5 43.5 46.6
1989 21.7 38.6 2.3 14.5 29.3 43.2 48.2
1992 23.6 41.7 2.4 15.8 33.6 43.8 52.6

Pensions and annuitiesb,c

1974b 8.5 14.0 4.0 7.7 14.2 14.7 11.0
1979 10.0 14.8 5.7 10.4 15.2 15.4 11.8
1984 11.1 15.0 6.3 12.3 16.4 15.3 11.2
1989 13.5 17.5 7.8 14.9 19.4 17.3 13.5
1992 15.0 20.1 8.1 15.7 20.6 21.4 15.3

Income from assets
1974 11.5 18.2 6.6 8.6 15.7 19.3 22.7
1979 14.1 21.5 8.4 11.6 18.3 22.7 27.0
1984 20.0 28.2 12.2 16.2 23.3 29.8 35.3
1989 18.5 25.2 11.1 15.1 21.3 26.5 31.2
1992 15.2 20.5 9.0 12.6 18.5 20.5 24.6

Earnings
1974 57.2 21.3 84.3 69.8 32.7 13.9 9.5
1979 52.5 17.3 80.5 61.6 27.7 12.6 2.6
1984 44.6 13.3 76.5 54.3 23.2 8.6 2.9
1989 43.4 15.8 76.2 52.7 27.1 10.1 3.6
1992 42.9 14.8 77.2 52.0 24.6 11.3 3.9

Otherb,d

1974b 3.3 4.5 2.6 2.2 3.7 4.6 6.7
1979 3.1 3.6 2.7 3.0 3.0 3.3 6.5
1984 2.8 2.9 2.7 2.7 2.6 2.8 4.0
1989 2.8 2.9 2.7 2.9 2.9 2.8 3.5
1992 3.2 3.0 3.3 3.8 2.7 3.0 3.5

Source:  Employee Benefit Research Institute tabulations of the March 1970, March 1975, March 1980, March 1985, March 1990, and March
1993 Current Population Surveys.
aOld-Age, Survivors and Disability Insurance; includes railroad retirement.
bIn 1974, the percentage of older 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 of individuals aged 55 and over in 1974 totaled $10,451 million; however, because some sources
of income in the “other” category are included in private pension income, 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.

cIncludes pension, annuity, survivors’, and disability benefits.
dIncludes public assistance, Supplemental Security Income, unemployment compensation, workers’ compensation, veterans’ 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.
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Appendix Table 9
Mean Income of the Population Aged 55 and Over by Age and Income Source,

Selected Years 1974–1992

Age 1974a 1979 1984 1989 1992

($1992)

Total Income
55–59 $21,382 $22,942 $22,002 $24,604 $23,565
60–64 19,096 19,596 19,692 21,867 20,274
65–69 14,104 14,251 16,059 18,282 16,922
70–74 11,863 12,700 14,646 16,190 15,100
75+ 10,614 11,089 12,586 13,728 13,172

OASDIb

55–59 451 482 393 448 497
60–64 1,554 1,829 1,929 2,125 2,096
65–69 4,760 5,104 5,546 5,363 5,683
70–74 5,401 5,716 6,157 6,715 6,195
75+ 5,343 5,487 5,819 6,450 6,624

Pensions and annuitiesa,c

55–59 799 1,164 1,097 1,636 1,525
60–64 1,222 1,796 2,246 2,873 2,899
65–69 2,007 2,165 2,627 3,546 3,488
70–74 1,862 2,073 2,295 2,970 3,351
75+ 1,582 1,437 1,635 2,018 2,354

Income from assets
55–59 1,270 1,846 2,484 2,545 2,077
60–64 1,643 2,088 3,085 3,083 2,291
65–69 2,209 2,603 3,739 3,888 3,130
70–74 2,204 2,724 4,257 4,129 2,942
75+ 2,271 2,853 4,156 4,057 3,063

Earnings
55–59 18,275 18,858 17,471 19,351 18,705
60–64 14,254 13,273 11,872 13,148 12,254
65–69 4,612 3,950 3,726 4,963 4,167
70–74 1,909 1,767 1,498 1,930 2,140
75+ 1,074 788 569 767 711

Othera,d

55–59 588 592 557 623 760
60–64 423 609 559 638 734
65–69 517 429 422 522 455
70–74 488 420 438 446 472
75+ 346 524 408 436 420

Source:  Employee Benefit Research Institute tabulations of the March 1970, March 1975,
March 1980, March 1985, March 1990, and March 1993 Current Population Surveys.
aMean pension income in 1974 may be overstated, and mean “other” income may be under-
stated.  Total private pension income of individuals aged 55 and over in 1974 was $10,451
million; however, because some sources of income in the “other” category are included in
private pension income, 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.
cIncludes pension, annuity, survivors,’ and disability benefits.
dIncludes public assistance, Supplemental Security Income, unemployment compensation,
workers’ compensation, veterans’ 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.
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