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Employer-sponsored pension plans represent an important source of
retirement income security for an increasing number of American workers. A
new nationwide survey sponsored by the Employee Benefit Research Institute
and U.S. government agencies and conducted by the U.S. Bureau of the
Census in May 1988 has produced new findings on the extent of coverage,
participation, and benefit entitlement under these plans. The survey
represents, in part, a follow-up to similar efforts conducted in May 1979 and
May 1983.

Between May 1983 and May 1988, the proportion of nonagricultural wage and
salary workers covered by an employer plan increased from 56 percent to 59
percent, and the proportion currently entitled to a retirement benefit
increased from 25 percent to 29 percent. While the proportion of all such
workers who participated in a plan declined from 46 percent to 44 percent,
their corresponding numbers increased from 41 million to 45 million.

In May 1988, 60 million nonagricultural wage and salary workers worked for
an employer that sponsored a pension plan. Three-fourths of these covered
workers, or 45 million, actually participated in a plan. Two-thirds of all
participants, or 30 million workers, were entitled to a benefit at retirement.

Employer-plan coverage, participation, and benefit entitlement are broadly
distributed among economic and demographic groups: 74 percent of covered
workers, 69 percent of participants, and 66 percent of those entitled to
benefits earned less than $30,000 annually. Employer plans are generally more
widespread among workers with greater work-force attachment and among
employees of larger firms: Employer plans covered nearly two-thirds of all
nonagricultural wage and salary workers normally working 2,000 hours or
more annually and about 8 in 10 workers with 10 years or more of tenure in
their current jobs. More than 8 in 10 workers at firms with 100 or more
employees, and nearly 9 of every 10 union workers, were covered.

◆ ◆ ◆

Employer-plan coverage, participation, and benefit entitlement are
broadly distributed among economic and demographic groups.

◆ ◆ ◆

Pension Coverage and Benefit Entitlement:
New Findings from 1988
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◆  Introduction

Employer-sponsored pension plans (henceforth employer
plans)1 are an important component of the U.S. retirement
income system. Along with Social Security and savings, these
plans represent a major source of retirement income security
for millions of current and future retirees and their spouses.

The Role of Employer Plans

Employer plans fill a role distinct from those filled by Social
Security and savings. Social Security pays benefits according
to a progressive formula. That is, Social Security benefits
replace a greater proportion of preretirement earnings for
lower-paid workers than they replace for higher-paid work-
ers.2 Employer plans typically provide benefits or contribu-
tions to participating workers in proportion to their earnings
levels, subject to certain statutory maximum limits. More-
over, employer plans may be “integrated” with Social
Security, within certain limits, to approach an overall
earnings replacement target that combines the employer plan
and Social Security.

Social Security provides near-universal basic retirement
protection for workers and their spouses. However, Social
Security retirement benefits are payable only after a worker
reaches age 62,3 and may not be sufficient to support a

standard of living in retirement similar to that enjoyed by
many workers during their working lives. Employer plans,
which cover most workers with substantial work-force
attachment, can allow for earlier retirement and help provide
sufficient income replacement.

Social Security benefits are based on a worker’s entire history
of covered employment and are not affected when he or she
moves from one covered job to another. In contrast, any
employer-plan benefit accruals not attributable to the
worker’s own contributions may be subject to vesting
requirements. That is, employer plans may require participat-
ing workers to fulfill certain requirements—usually a certain
number of years on the job—before granting them a nonfor-
feitable right to accrued benefits. A worker who changes jobs
before fulfilling vesting requirements forfeits any unvested
benefits. In general, current law requires private employer-
sponsored retirement plans to provide for full vesting after no
more than five years of service or graduated vesting with full
vesting after no more than seven years of service. Plans may
apply more liberal vesting schedules.4

Important differences also exist between employer plans and
individual savings as vehicles for retirement income. Em-
ployer plans, which are funded by employer contributions
and tax-deferred or non-tax-deferred payroll deductions (or
some combination of both) may increase the consistency
with which workers save or even the total amount saved.5

Workers often cannot gain access to employer-sponsored
plan savings until retirement, disability, or sometimes
termination of employment and generally face a 10 percent
penalty tax if they withdraw benefits prior to age 59 1/2,
death, or disability. Therefore, they may be more likely to
retain employer-plan savings until retirement.6 In certain

for workers reaching age 62 after the year 2022, and the amount
of reduction imposed on benefits begun at age 62 will be
increased.

  4Effective for corporate retirement plans for plan years beginning
after December 31, 1988.

   5Debate continues over the degree to which contributions to
employer plans represent additional savings rather than redi-
rected savings. Estimates of the amount by which total savings is
increased through each dollar of employer contributions have
ranged from a low of 38 cents (Munnell, 1976) to a high of 84
cents (Hubbard, 1986). These estimates are based on data that
predate the Tax Reform Act of 1986.

   6The penalty-tax feature of employer plans is shared by individual
retirement accounts (IRAs) but not by other individual savings
vehicles.

   1Employer plans include those sponsored by private employers on
a nonnegotiated basis, those negotiated with unions, those
sponsored by government units as employers, jointly trusteed
negotiated plans, etc.

   2The proportion of preretirement earnings that Social Security
benefits replace for full-time workers with steady career earnings
retiring at age 65 in 1989 ranges from 76 percent for workers
earning the federal minimum wage ($6,968 per year in 1989) to
42 percent for average earners (earning $19,205 per year in
1989) and 24 percent for those earning the maximum amount
that is subject to Social Security taxes each year ($45,000 per
year in 1989). In addition, Social Security pays benefits for
dependents of retired workers equivalent to 50 percent of the
retired workers’ benefits. Thus, a single-earner married couple
would realize a replacement rate 50 percent higher than a single
worker—114 percent for a minimum-wage couple, 63 percent for
an average-earner couple, and 36 percent for a couple earning
the maximum taxable wage base.

  3Workers can elect to receive actuarially reduced “early retire-
ment” benefits at age 62 or unreduced “normal retirement”
benefits at age 65. Under the Social Security Amendments of
1983, the full-benefit retirement age will increase gradually to 67
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That coverage is less than universal is neither surprising nor
in and of itself alarming. For example, it might be argued
that teen-agers working part time after school are not the
appropriate beneficiaries of employer plans. Such workers
may be included in an employer plan later in their lives and
start to accrue a meaningful pension benefit at that time.
Likewise, a worker who is employed intermittently at low-
paying jobs for many years and lacks an employer plan may
be the spouse of a full-time worker who is included in an
employer plan9 or might be best provided for by Social
Security and/or means-tested government programs.

Moreover, because employer-sponsored retirement plans
typically pay or accrue benefits on the basis of earnings and
years of service, workers with substantial work-force attach-
ment stand to benefit most from these programs. In contrast,
employer plans cannot provide significant retirement
benefits to workers who change jobs frequently, have short
careers, or work part time or for very low pay, because they
are not structured to do so.

However, not all workers without employer plans fall into
such categories. Who benefits from employer-sponsored
pension plans and who does not? Are these benefits becom-
ing more widespread or more scarce?

May 1988 CPS Employee Benefit Supplement

To answer these questions, the Employee Benefit Research
Institute (EBRI) joined with several U.S. government
agencies10 to design and sponsor the employee benefit
supplement to the May 1988 Current Population Survey
(CPS) conducted by the U.S. Bureau of the Census. Similar
surveys were conducted in 1972, 1979, and 1983, with each
generally providing more comprehensive information than
the last. The May 1988 survey continues this progress,
identifying some profit sharing plans that may have been
missed in earlier surveys, distinguishing more clearly between
supplemental and primary salary reduction plans (401(k)-
type arrangements), and collecting more detailed informa-
tion on these plans and on the receipt and use of lump-sum
distributions.

types of employer plans the employer assumes the risk and
reward of the investment performance of retirement savings,
whereas any risk associated with individual retirement
accounts (IRAs) and other individual savings is borne by the
individual.

   9Future EBRI work will investigate pension coverage from a family
perspective.

 10The Social Security Administration, the Department of Labor,
the Small Business Administration, the Congressional Budget
Office, and the Pension Benefit Guaranty Corporation.

   7These estimates are derived from the employee benefits revenue
estimating model developed for the Employee Benefit Research
Institute (EBRI) by the Policy Economics Group of Peat Marwick
Main. They reflect cash-basis “tax expenditures” as used in federal
budgeting. The 1989 tax expenditure for IRAs is estimated to be
$10 billion.

   8The Employee Retirement Income Security Act of 1974 (ERISA)
and the Internal Revenue Code specify certain guidelines within
which private employer plans must operate.

Employer plans generally enjoy more favorable tax treatment
than individual retirement savings. Contributions to
employer plans and interest on the assets are not included in
taxable income. Instead, participants are taxed when benefit
payments are received. IRAs can provide similar tax defer-
rals, but employer plans can receive larger tax-deferred
contributions. Federal tax incentives for employer plans are
estimated to total $47 billion in 1989, including $18 billion
for public employer plans and $29 billion for private em-
ployer plans.7 To ensure that these tax incentives further the
intended goal of broad retirement income security, the
federal government imposes minimum standards for private
employer-plan design and operation.8

Despite tax incentives and other advantages of employer
plans, protection under these plans is not universal. In May
1988, somewhat more than one-half of all civilian workers
aged 16 or over worked for an employer that sponsored a
retirement plan; somewhat less than one-half participated in
such a plan. Employer plans were more common among full-
time workers and among employees of larger firms.

◆ ◆ ◆

Employer plans generally enjoy more favorable tax
treatment than individual retirement savings.

◆ ◆ ◆
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 11Subsequent EBRI Issue Briefs and a forthcoming EBRI policy study
will examine in detail the use of 401(k)-type arrangements and
the receipt and use of lump-sum distributions. Trends and
patterns in the use of 401(k) plans will be detailed in the
November 1989 Issue Brief, “The Continued Growth of 401(k)
Plans.” The December 1989 Issue Brief, “Preservation of Pension
Benefits,” will focus on trends in the receipt and use of lump-sum
distributions.

 12The terms used in the discussion are generally consistent with
those used in previous EBRI work. Most notably, The Changing
Profile of Pensions in America (Andrews, 1985) and Retirement
Income Opportunities in an Aging America: Coverage and Benefit
Entitlement (Schieber and George, 1981); these policy studies
analyzed the findings from the 1983 and 1979 CPS pension
supplements, respectively. An EBRI policy study will update these
studies to incorporate the May 1988 findings.

 13Although ERISA applies only to private-sector employer plans,

public-sector employer plans typically meet ERISA participation
standards. However, public-employer vesting standards, particu-
larly for police and firefighters, are sometimes more stringent than
would be permitted under ERISA.

 14At the time of the 1983 and 1979 surveys, the oldest permissible
minimum age requirement for participation in private plans was
age 25. The standard was changed to 21 as part of the Retirement
Equity Act of 1984.

 15Survey respondents were instructed not to include Social Security
or Railroad Retirement.

 16Alternative, broader definitions of coverage, participation, and
vesting are discussed later. Generally throughout this discussion
“don’t know” survey responses are treated as negative responses.
For example, the coverage rate is equal to the number of workers
reporting coverage divided by the total number of workers
(including those who responded “don’t know”).

This Issue Brief presents the first findings from the May 1988
CPS employee benefit supplement. It investigates trends in
coverage, participation, and benefit entitlement under
employer plans, comparing the 1988 findings with those of
earlier years. Several factors associated with pension coverage
are examined to help illuminate the forces underlying the
distribution of coverage and participation in employer
plans.11

Definitions

The discussion explores the prevalence of employer plans
among three major work-force groups.12 The first, most
inclusive group considered includes all workers aged 16 or
over. The second, more narrowly defined group excludes self-
employed workers and agricultural workers and therefore
consists of all nonagricultural wage and salary workers aged
16 or over. (Most of the analysis focuses on these workers.)
Third, to evaluate employer-plan coverage among workers
who are most likely to accrue substantial benefits and who
are targeted most directly by government policy toward
employer-sponsored plans, this Issue Brief defines a work-
force group called the “ERISA work force.” This group
roughly consists of employees who cannot be excluded from
participation in a private employer plan under the Employee
Retirement Income Security Act of 1974 (ERISA) as
amended:13 wage and salary workers aged 21 to 6414 who work
1,000 hours or more per year and have worked for their
current employer for at least one year. As in previous EBRI
work, agricultural employees, who typically are lower paid
and commonly change jobs frequently, are excluded.

For purposes of this discussion, unincorporated self-employed
workers are called “self employed”; all other workers are
classified as wage and salary workers. A wage and salary
worker is said to have been “covered” by an employer plan in
May 1988 if the worker indicated that his or her employer
had “a pension or retirement plan for any of its employees.”15

The worker “participated” if, after responding affirmatively to
the coverage question, he or she reported being “included in
such a plan.” Moreover, the worker was “entitled to benefits”
if, after leaving his or her employer immediately or after a
short period, the worker reportedly “could eventually receive
some benefits from this plan” on reaching retirement age. A
self-employed worker is considered to have been covered, to
have participated, and to have been entitled to benefits only
if he or she reported contributing to a Keogh plan or an IRA
in 1987.16 A worker is said to be a “union” worker if he or she
was a union member or worked under a collectively bar-
gained contract.

◆  How Widespread Are Employer-Sponsored
     Plans?

Coverage under employer plans is broad but incomplete.
Coverage is broad in that it cuts across earnings groups, age
groups, and other economic and demographic groupings. It is
incomplete in that within each of these groups it is not
universal.

After declining slightly between 1979 and 1983, employer-
plan coverage as a proportion of total employment among
most groups had rebounded by May 1988. Participation,
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Source: EBRI tabulations of May 1979, May 1983, and May 1988 Current Population Survey employee benefit supplements.

Chart 1
Summary of Employer-Plan Coverage, Participation, and Benefit Entitlement: Percentage of Civilian Workers

Aged 16 or over, by Sex and Work-Force Group, May 1979, May 1983, and May 1988
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which declined between 1979 and 1983, declined further
between 1983 and 1988. Meanwhile, benefit entitlement
increased.

◆ ◆ ◆

In May 1988, 62 million civilian workers aged 16
or over, or 55 percent of all such workers, were
covered by an employer pension or retirement plan.

◆ ◆ ◆

Overall, the changes in employer-plan coverage, participa-
tion, and vesting might be regarded as moderate considering
the rapid changes that have occurred in the working envi-
ronment, including industry shifts, demographic changes,
and frequent changes in laws governing employee benefit
plans.

The Distribution of Employer-Plan Coverage

In May 1988, 62 million civilian workers aged 16 or over, or
55 percent of all such workers, were covered by an employer
pension or retirement plan. Restricting the analysis to
nonagricultural wage and salary workers, the number of those
covered falls to 60 million, but the proportion covered rises
to 59 percent. Within the ERISA work force, 48 million
workers, or 68 percent, were covered (chart 1; table 1).

Pension coverage is correlated closely with a number of
worker and employer characteristics. In other words, workers
belonging to particular economic and demographic groups
and working for certain types of employers are more likely to
have pension coverage than other workers. Nonetheless,
coverage is broad among those with substantial work-force
attachment.

The Rate of Coverage Varies Little by Sex—In May 1988, men
made up 55 percent of all civilian workers aged 16 or over
and 56 percent of all such workers covered under an em-
ployer plan. Fifty-five percent of all working men and 54
percent of all working women were covered. Among non-
agricultural wage and salary workers, employer plans covered
61 percent of all men and 57 percent of all women. Within
the ERISA work force, the coverage rates were 69 percent for
men and 67 percent for women.

Most of Those Covered under Employer Plans Have Moderate
Earnings—Most workers with employer-plan coverage have
moderate earnings. Workers earning between $10,000 and
$30,000 annually accounted for 61 percent of all covered
nonagricultural wage and salary workers in May 1988. Those
earning less than $10,000 composed 13 percent, while those
earning $30,000 or more made up the remaining 26 percent
(table 2). These same groups accounted for 56 percent, 25
percent, and 19 percent, respectively, of all workers.

Despite this broad distribution of coverage, workers with
higher earnings are more likely to be covered under an
employer plan than those with lower earnings. The propor-
tion of all workers who have employer-plan coverage varies
from 27 percent among those with less than $5,000 in annual
earnings to roughly 80 percent among those earning $25,000
or more (chart 2). This contrasts with the mandatory Social
Security retirement program under which coverage is nearly
universal at all earnings levels and which replaces a greater
proportion of preretirement earnings for lower-paid workers
than for higher-paid workers.

Workers with Greater Job Tenure and Full-Time Workers Are
More Likely to Be Covered—Employer-plan coverage varies
with hours worked per year and number of years in the
current job. Employees working full time or nearly full time
and those with longer job tenure are more likely to be
covered. Sixty-five percent of nonagricultural wage and
salary workers working 2,000 or more hours per year were
covered by an employer plan in May 1988 (chart 3). The rate
of coverage was lower for those working fewer hours—45
percent of those working 1,000 to 1,499 hours annually and
27 percent of those working less than 500 hours annually
were covered. Eighty-two percent of workers with 15 or more
years of job tenure were covered, compared with 52 percent
of those with one to four years, and 38 percent of those with
less than one year on the job (chart 4).

Coverage Is Highest among “Prime Age” Workers—A worker’s
age appears to have only a modest effect on his or her
likelihood of being covered by an employer plan, unless the
worker is very young or very old. Among nonagricultural
wage and salary workers, coverage was lowest among those
under age 25 (38 percent) and those aged 65 or over (42
percent) in May 1988. In contrast, more than 60 percent of
workers aged 25 to 34 and of workers aged 60 to 64 were
covered. Coverage was highest among those in what might
be called the prime age groups: more than 66 percent of
workers between the ages of 35 and 59 were covered.
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Table 1
Summary of Employer-Plan Coverage, Participation, and Benefit Entitlement:  Number of Civilian Workers,

 by Employer-Plan Status; and Coverage, Participation, and Entitlement Rates, by Sex,
Sector, and Work-Force Group; May 1979, May 1983, and May 1988

Entitled Percent- Percent- Percent- Percentage Percentage
Covered Partici- Partici- age of age of age of of Covered of Partici-

Workers Workers pants pants Workers Workers Workers Workers pants
(millions) (millions) (millions) (millions) Covered Participating Entitled Participating Entitled

All Civilian
  Workers

1979 95 53 44 23 56% 46% 24% 81% 52%
1983 99 52 43 24 52 43 24 83 57
1988 114 62 47 32 55 42 28 76 68

Male
1979 56 33 29 16 59 51 28 87 55
1983 56 30 26 16 54 47 28 88 60
1988 63 35 28 20 55 45 31 81 70

Female
1979 39 21 15 7 52 38 18 73 46
1983 43 21 16 8 50 38 20 76 52
1988 51 27 19 13 54 38 25 70 66

Self-Employed
1979 9 1 1 1 13 13 13 100a 100a

1983 9 2 2 2 20 20 20 100a 100a

1988 10 2 2 2 21 21 21 100a 100a

Private Wage
  and Salary

1979 71 38 30 14 54 43 20 79 47
1983 74 37 29 15 49 40 20 80 50
1988 86 44 32 21 51 37 24 72 65

Public Wage
  and Salary

1979 16 14 12 7 87 77 45 88 59
1983 16 13 12 8 83 73 48 88 65
1988 17 16 13 9 92 77 54 83 71

Nonagricultural
  Wage and Salary

1979 85 52 42 21 61 50 25 81 51
1983 88 50 41 22 56 46 25 82 55
1988 102 60 45 30 59 44 29 75 67

ERISA
  Work  Forceb

1983 61 41 37 21 68 61 34 90 56
1988 70 48 40 28 68 58 40 85 69

Source: EBRI tabulations of the May 1979, May 1983, and May 1988 Current Population Survey employee benefit supplements.
aSelf-employed workers who contribute to individual retirement accounts are considered to be covered, participating, and entitled to
benefits.
bData not available for 1979.

workers and the self-employed. In May 1988, 3 percent of
covered civilian workers aged 16 or over were self-employed;
25 percent were public-sector workers; and 71 percent

Major Sectors Exhibit Sharp Differences in Coverage—Workers
in the public sector are most likely to be covered by an
employer plan, followed by private-sector wage and salary
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worked in the private sector. Employer-sponsored plans
covered 92 percent of public-sector workers, 51 percent of
those in the private sector, and 21 percent of the self-
employed (chart 1; table 1). Among nonagricultural wage
and salary employees, the private-sector coverage rate was

slightly higher, at 52 percent.17 Sector differences were also

17The public-sector coverage rate was unchanged because the
exclusion of self-employed and agricultural workers does not
affect the public sector.

Table 2
Effect of Earnings on Coverage, Participation, and Benefit Entitlement:  Number and Percentage Distribution
of Nonagricultural Wage and Salary Workers, by Retirement-Plan Status and Annual Earnings; and Coverage,
Participation, and Entitlement Rates, by Real Annual Earnings (in May 1988 Dollars); May 1983 and May 1988a

Covered Entitled
Workers Workers Participants Participants

Annual Earnings 1983 1988 1983 1988 1983 1988 1983 1988

mllions of workers
$1–$4,999 8.5 9.7 2.0 2.6 0.5 0.4 0.2 0.2
$5,000–$9,999 12.0 13.1 3.9 4.9 2.2 2.1 0.8 1.2
$10,000–$14,999 15.2 16.6 7.9 9.0 5.9 6.1 2.6 3.5
$15,000–$19,999 13.4 14.6 8.9 9.6 7.7 7.5 3.9 4.6
$20,000–$24,999 11.5 12.4 8.6 9.0 7.7 7.6 4.3 5.2
$25,000–$29,999 6.3 8.8 5.2 7.0 4.8 6.2 2.9 4.4
$30,000–$49,999 11.0 14.3 9.0 11.8 8.4 10.6 5.2 7.6
$50,000+ 2.5 4.1 2.1 3.3 2.0 3.0 1.4 2.3

                                                                                     percentage distribution
$1–$4,999 11% 10% 4% 5% 1% 1% 1% 1%
$5,000–$9,999 15 14 8 9 6 5 4 4
$10,000–$14,999 19 18 17 16 15 14 12 12
$15,000–$19,999 17 16 19 17 20 17 18 16
$20,000–$24,999 14 13 18 16 20 17 20 18
$25,000–$29,999 8 9 11 12 12 14 13 15
$30,000–$49,999 14 15 19 21 22 24 25 26
$50,000+ 3 4 4 6 5 7 7 8

                  rates

Percentage Percentage Percentage Percentage of Percentage
of  All Workers of All Workers of All Workers Covered Workers of Participants

Covered Participating Entitled Participating Entitled

Annual Earnings 1983 1988 1983 1988 1983 1988 1983 1988 1983 1988

$1–$4,999 23% 27% 5% 4% 3% 2% 23% 15% 46% 61%
$5,000–$9,999 32 37 18 16 7 10 56 43 38 59
$10,000–$14,999 52 54 39 37 17 21 75 68 43 57
$15,000–$19,999 66 66 57 52 29 32 87 79 51 61
$20,000–$24,999 74 73 67 62 37 42 90 84 56 68
$25,000–$29,999 82 79 76 70 46 49 93 88 60 71
$30,000–$49,999 82 83 77 74 48 53 94 89 62 72
$50,000+ 84 80 80 74 58 55 96 93 72 75

Source: EBRI tabulations of the May 1983 and May 1988 Current Population Survey employee benefit supplements.
aExcludes those whose earnings could not be determined.
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Chart 2
Employer-Plan Coverage, Participation, and Benefit Entitlement: Percentage of Nonagricultural Wage

and Salary Workers, by Real Annual Earnings (in May 1988 Dollars), May 1983 and May 1988
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pronounced in the ERISA work force, where 62 percent of
private-sector workers and 95 percent of public-sector
workers were covered under an employer plan.

Coverage Varies Widely across Industries—Employer-plan
coverage is much more common in some industries than in
others. Among nonagricultural wage and salary workers in

42%           20%      12%
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1988. The coverage rate was higher among employees of
larger firms; 82 percent of workers at firms with 250 or more
employees were covered. Moreover, one-half of all nonagri-
cultural wage and salary workers and 70 percent of all those
covered worked for firms with 250 or more employees.
Equally striking is the proportion of union members who
were covered: 89 percent, compared with 52 percent of
nonunion employees. Union members composed 19 percent
of all nonagricultural wage and salary workers and accounted
for 29 percent of all those covered.

Trends in Employer-Plan Coverage

Between May 1983 and May 1988, both the total number of
workers covered under an employer plan and the proportion
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Chart 3
Effect of Hours Worked on Employer-Plan Coverage, Participation, and Benefit Entitlement:  Percentage

of Nonagricultural Wage and Salary Workers, by Hours Normally Worked per Year, May 1983 and May 1988

Source: EBRI tabulations of the May 1983 and May 1988 Current Population Survey employee benefit supplements.

1988, the proportion of all workers covered was 94 percent in
the federal government, 91 percent in state and local
governments, and 85 percent in communications and
utilities. In manufacturing, finance, insurance, real estate,
and mining the coverage rate approached or surpassed 70
percent. In contrast, less than 35 percent of retail trade,
construction, and business and personal services workers were
covered by an employer plan (chart 5).

Coverage Is More Common among Union Workers and Employ-
ees of Larger Firms—Wide variations in coverage under
employer plans exist among employees of different-sized firms
and between union and nonunion employees. For example,
12 percent of nonagricultural wage and salary workers at
firms with fewer than 10 employees were covered in May
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Chart 4
Effect of Job Tenure on Employer-Plan Coverage, Participation, and Benefit Entitlement:

Percentage of Nonagricultural Wage and Salary Workers, by Years of Service with Current Employer,
May 1983 and May 1988

19Changes in the coverage question asked in the CPS employee
benefit supplement may have resulted in some statistical bias.
The 1983 question asked whether the respondent’s employer
contributed to a plan for any employees, whereas the 1979 and
1988 surveys asked whether the respondent’s employer had a plan
for any employees. Therefore, the measured coverage rate for
1983 may be statistically biased downward relative to the
measured rates for 1979 and 1988, and the downward swing in
coverage rates between 1979 and 1983 and the upward swing
between 1983 and 1988 may be somewhat exaggerated. Any bias
is believed to be small.

of all workers who were covered increased, reversing the
trend observed between 1979 and 1983.18 In May 1983, 52
million civilian workers aged 16 or over, or 52 percent of all
such workers, were covered under an employer plan—down
from 53 million and 56 percent, respectively, in May 1979.
By May 1988, the number of covered workers reached 62
million, and the proportion of all workers covered rebounded
to 55 percent. Among nonagricultural wage and salary
workers, the proportion covered increased from 56 percent in

1983 to 59 percent in 1988. However, in the ERISA work
force, the coverage rate remained constant at 68 percent
(chart 1; table 1).19

18However, at the same time, the proportion of all workers who
were included in an employer plan decreased, continuing a trend
observed since 1979, as discussed below.
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Chart 5
Effect of Industry on Employer-Plan Coverage, Participation, and Benefit Entitlement: Percentage of Nonagricultural

Wage and Salary Workers, by Major Industry, May 1983 and May 1988
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The overall increase in coverage rates can also be partly
attributed to an increase in the proportion of the work force
with moderate to high annual earnings. Despite the recent
gains, coverage rates among lower-paid workers remain
substantially behind those of higher-paid groups. As long as
this holds true, a relative increase in the number of higher-
paid workers will lead to an increase in the overall coverage
rate. In May 1988, 42 percent of nonagricultural wage and
salary workers earned $20,000 or more annually, up from 39
percent in May 1983, accounting for inflation. At the same
time, the proportion of all workers earning $30,000 or more
similarly increased, from 17 percent to 20 percent (table 2).

Coverage Rate Increases Have Not Been Concentrated in One
Age Group—The coverage rate increased moderately within
most age groups between 1983 and 1988. Two notable
exceptions among nonagricultural wage and salary workers
were those aged 55–59, whose coverage rate declined slightly,
from 67 percent to 66 percent, and those aged 65 or over,
whose coverage rate increased more sharply, from 35 percent
to 42 percent. Despite the rapid increase reported by the
latter group, workers aged 65 or over accounted for only a
small portion of the overall rise in the coverage rate for all
workers because they composed only 2 percent of all non-
agricultural wage and salary workers in May 1988.

Increases in Coverage Were More Pronounced among Part-Time
Workers—The proportion of all nonagricultural wage and
salary workers whose employers had retirement plans
increased most among those normally working fewer than
1,500 hours per year. Between May 1983 and May 1988, the
coverage rate increased from 22 percent to 27 percent among
those working fewer than 500 hours, from 32 percent to 37
percent among those working 500 hours to 999 hours, and
from 42 percent to 45 percent among those working 1,000
hours to 1,499 hours. Meanwhile, the coverage rate
remained steady for 1,500-hour- to 2,000-hour-per-year
workers and increased only slightly, from 64 percent to 65
percent, among those working 2,000 or more hours annually
(chart 3).

The impact of the increased coverage among part-time
workers (those working fewer than 1,500 hours annually) on
the overall coverage rate was tempered by the relatively small
number of workers who adhered to such a work schedule.
Seventeen percent of all nonagricultural wage and salary
workers normally worked fewer than 1,500 hours per year as
of May 1988; 9 percent worked less than 1,000 hours.

Coverage Has Increased More Rapidly among Women Than
among Men—In general, increases in the proportion of
workers covered by an employer plan have been broad based,
cutting across many major demographic and economic
groups. Between May 1983 and May 1988, the proportion of
civilian working men aged 16 or over who were covered
increased from 54 percent to 55 percent. Among women, the
increase was more acute: their coverage rate rose from 50
percent to 54 percent (chart 1). Similar increases were
evident among nonagricultural wage and salary workers. In
May 1988, 61 percent of these men and 57 percent of these
women were covered, up from 59 percent and 53 percent,
respectively, in May 1983. However, within the ERISA work
force, while the proportion of women covered grew from 65
percent to 67 percent, the coverage rate for men declined
from 71 percent to 69 percent.

Increases in Coverage Have Been Concentrated among Lower-
Paid Workers—The overall increase in coverage rates
observed between 1983 and 1988 is largely attributable to
increased coverage among workers earning less than $15,000
annually. Between 1983 and 1988, coverage rates generally
increased for lower-paid workers and held steady or decreased
among higher-paid groups. For example, the proportion of
those earning less than $5,000 (in constant May 1988
dollars) who were covered by an employer plan reached 27
percent in 1988, up from 23 percent in 1983. Similar
increases in the coverage rate occurred within the $5,000-to-
$9,999 and $10,000-to-$14,999 earnings groups: from 32
percent to 37 percent, and from 52 percent to 54 percent,
respectively. Meanwhile, the proportion of those earning
$15,000 to $19,999 annually who were covered remained
steady at 66 percent; the coverage rates of groups earning
$20,000 to $24,999, $25,000 to $30,000, and $50,000 or
more fell; and the proportion of those earning $30,000 to
$49,999 annually who were covered edged up from 82
percent to 83 percent (table 2; chart 2).

◆ ◆ ◆

Despite the recent gains, coverage rates among
lower-paid workers remain substantially behind
those of higher-paid groups.

◆ ◆ ◆
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Those with the Shortest Tenure Reported the Largest Coverage
Gains—The proportion of all nonagricultural wage and salary
workers with less than one year of job tenure who had
employer-plan coverage increased from 29 percent in 1983 to
38 percent in 1988. The coverage rate of workers with 15 or
more years on their current job held steady at 82 percent.
Workers with from 1 to 14 years of tenure reported only
modest gains in coverage (chart 4). Workers with less than
one year on the job composed 20 percent of the nonagricul-
tural wage and salary work force in May 1988.

Coverage Has Increased in Most Industries.—The proportion of
nonagricultural wage and salary workers who were covered
under an employer plan increased broadly across major
industry groups. While coverage rates declined by four
percentage points in the mining and transportation industries
and one percentage point in communications and utilities,
they held steady or advanced in all other major industries
(chart 5).

Between 1983 and 1988 coverage increased among both
union workers (from 85 percent to 89 percent) and nonunion
workers (from 49 percent to 52 percent).

Coverage Has Fallen among Employees of Smaller Firms—
Coverage trends differ among employees of different-sized
firms. The proportion of nonagricultural wage and salary
workers at firms with 100 or more employees who were
covered remained constant at 79 percent between 1983 and
1988. The coverage rate in firms with 25 to 99 employees
rose from 42 percent to 44 percent. However, the coverage
rate at smaller firms fell from 19 percent to 17 percent (chart
6; table 3).

Expanding the Definition of Coverage

The definition of employer-plan coverage used above may be
more narrow than is immediately evident. First, survey
respondents may not report that their employer sponsors a

Chart 6
Effect of Firm Size on Employer-Plan Coverage, Participation, and Benefit Entitlement: Percentage of Nonagricultural

Wage and Salary Workers, by Number of Employees at Firm, May 1983 and May 1988
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Number (millions) Percentage Distribution by Firm Size

Covered Entitled Covered Entitled
Firm Size Workers workers Participants participants Workers workers Participants participants

Fewer than 25
1979 18 4 3 1 27% 9% 8% 8%
1983 20 4 3 2 27 9 8 8
1988 22 4 3 2 23 7 6 6

25–99
1979 10 5 4 2 14 11 10 9
1983 10 4 3 2 13 10 9 9
1988 12 5 4 3 13 10 9 9

100 or More
1979 41 34 28 15 59 80 81 83
1983 45 35 29 17 60 81 82 83
1988 59 46 36 24 63 84 85 85

Percentage Percentage Percentage Percentage of Percentage of
of Workers of Workers of Workers Covered Workers Participants

Firm Size Covered Participating Entitled Participating Entitled

Fewer than 25
1979 21% 16% 8% 74% 50%
1983 19 14 8 77 54
1988 17 12 8 72 70

25–99
1979 47 36 16 77 45
1983 42 33 17 79 51
1988 44 31 21 70 66

100 or More
1979 84 70 37 83 53
1983 79 66 37 84 56
1988 79 61 41 77 67

“pension or retirement plan” if the employer sponsors a
nontraditional retirement plan such as a 401(k)-type
arrangement or profit sharing plan. To address this possibil-
ity, both the 1988 and 1983 surveys asked all wage and salary
respondents whether their employer offered a 401(k)-type
plan. In addition, the 1988 survey asked those respondents
who indicated that their employer did not sponsor a pension

or retirement plan to report whether the employer offered a
profit sharing plan.

Second, workers who are primarily self-employed may also
hold a secondary wage and salary job. Likewise, a wage and
salary worker may be self-employed at a secondary job. The
basic coverage definition used above reflects only retirement-

Table 3
Effect of Firm Size on Employer-Plan Coverage, Participation, and Benefit Entitlement:  Number and Percentage Distribu-

tion of Nonagricultural Wage and Salary Workers, by Retirement-Plan Status and Number of Employees at Firm; and
Coverage, Participation, and Entitlement Rates, by Number of Employees at Firm; May 1979, May 1983, and May 1988a

Source: EBRI tabulations of the May 1979, May 1983, and May 1988 Current Population Survey employee benefit supplement.
aExcludes those whose firm size could not be determined.
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plan coverage from a primary wage and salary job and IRA
and Keogh coverage from a primary self-employed job. The
1988 survey asked respondents about such secondary employ-
ment and asked coverage questions (about pension and
retirement, profit sharing, 401(k) savings, and Keogh plans)
based on both primary and secondary employment.

Finally, the basic coverage definition used above does not
include IRAs used by workers in primary wage and salary
jobs. Although the coverage questions asked concerned only
primary or secondary employment, all respondents were
asked whether they had contributed to an IRA. Whereas
Keogh plans are available only to workers with a (primary or
secondary) self-employed job, and employer-sponsored
retirement, profit sharing, and 401(k) arrangements are
available only to workers with (primary or secondary) wage
and salary jobs, IRAs are available to all workers, with some
restrictions on deductibility.20

Including Nonbasic Employment-Based Coverage and IRAs for
the Non-Self-Employed Raises Coverage Rates—Expanding the
definition of employer-plan coverage to include what might
be called “nonbasic” employment-based coverage—coverage
under profit sharing and 401(k) arrangements not reported as
retirement plans, and coverage under a plan at a secondary
job—yields higher coverage rates. Among all civilian workers
aged 16 or over, 59 percent were covered under an employer
plan under this expanded definition, compared with 55
percent under the basic definition used above. Among
nonagricultural wage and salary workers and the ERISA work
force, expanding the definition of coverage led to similar
increases in coverage, from 59 percent to 63 percent and
from 68 percent to 73 percent, respectively. The expanded
definition added more to private wage and salary coverage
than to public or self-employed coverage. In May 1988,
among all civilian workers aged 16 or over, the coverage rates
under the basic and expanded coverage definitions were,
respectively, 51 percent and 57 percent for private workers,
92 percent and 93 percent for public workers, and 21 percent
and 22 percent for self-employed workers.

Expanding the definition of coverage further to include
contributions to IRAs by workers with neither primary nor

secondary self-employed status leads to an additional increase
in coverage rates. By this broadest definition the proportion
of all workers covered in May 1988 was 62 percent for all
civilian workers aged 16 or over, 67 percent for nonagricultu-
ral wage and salary workers, and 77 percent for the ERISA
work force (table 4).

◆  Beyond Coverage: Participation and Vesting

Not every worker covered by an employer plan will eventu-
ally receive benefits from that plan. In order for a covered
worker to benefit from a plan, he or she must become a
participant in the plan and become vested.

Some covered workers who do not currently participate in an
employer plan will participate in the future, when they meet
ERISA participation standards at their current place of
employment or at a future covered job. However, there are
other reasons why a covered employee might not be included
in a plan. Employers are permitted to offer retirement plans
to employees working under a collectively bargained contract
while excluding those who do not work under such a
contract; the converse is also permitted.21 Moreover, prior to
plan years beginning after December 31, 1988, employers
were permitted to exercise substantial discretion over the
retirement plans offered to different classes of employees or
employees of different operating units.22 It is therefore
possible, under some circumstances, for a prime-age, full-time
private employee with long tenure not to be included in his
or her employer’s plan. In May 1988, 85 percent of covered
nonagricultural workers generally meeting ERISA participa-

20The Tax Reform Act of 1986 restricted the deductibility of
contributions to IRAs for workers over certain earnings thresholds
who participate in employer plans.

21However, retirement benefits generally must be a subject of good-
faith bargaining under any collective bargaining agreement.

22New coverage rules effective in 1989 will restrict that discretion.
The term “coverage” as used in the tax code differs from coverage
as defined in EBRI’s statistical studies. The legal reference is to
those employees who must be eligible to become plan participants
on meeting the ERISA participation standards. By contrast,
EBRI’s statistical studies consider all employees who work for an
employer sponsoring a plan to be covered. Thus, in this discus-
sion, covered nonparticipants include both (1) workers who are
legally covered but are not included because they have not met a
plan’s participation standards (or elected not to participate in a
voluntary plan) and (2) workers whose employer sponsors a plan
but who are not legally covered. All else being equal, the new
coverage rules will reduce the proportion of workers who are
statistically, but not legally, covered.
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decreasing. Since 1983 this trend has offset the increase in
coverage rates, resulting in an overall decline in employer
plan participation rates in the work force. What determines
whether a covered wage and salary worker will be included in
his or her employer's plan? Is inclusion related to how highly
paid the employee is? Does it depend on worker characteris-
tics addressed by the ERISA participation standards—age,
hours worked per year, and tenure? Does it depend on
characteristics of the employer or employment situation, such
as firm size, industry, or unionism? And is the downward
trend in participation broad based across demographic and
economic groups?

Distribution of Covered Participants and Nonparticipants

In May 1988, 76 percent of covered civilian workers aged 16
or over, or 47 million workers, were included in their
employers’ plans. Eighty-one percent of covered men and 70
percent of covered women were included. Covered workers
not included in their employers’ plans totaled 15 million,
including 7 million men and 8 million women. The partici-
pation rate of covered nonagricultural wage and salary

Table 4
Percentage of Civilian Workers Aged 16 or over with Retirement-Plan Coverage, by Sex, Primary Sector,

Work-Force Group, and Type of Coverage, May 1988

Worker Plans Identified as “Pension or Any Employer- Any Employer-
Characteristic Retirement” at Primary Job Onlya Sponsored Planb Sponsored Plan or IRAc

All Civilian Workers 55% 59% 62%
Male 55 59 63
Female 54 58 62
Self-Employed 21 22 22
Private Wage and Salary 51 57 61
Public Wage and Salary 92 93 93
Nonagricultural Wage and Salary 59 63 73
ERISA Work Force 68 73 77

Source: EBRI tabulations of the May 1988 Current Population Survey employee benefit supplement.
aIncludes workers with primary wage and salary jobs who reported that their employer offered a “pension or retirement plan” for
at least some employees, and workers with primary self-employed jobs who reported contributing to an individual retirement
account (IRA) or Keogh.  This corresponds to the basic definition of coverage used elsewhere in this Issue Brief.
bIncludes workers with a primary or secondary wage and salary job who reported that their employer offers a “pension or
retirement plan” for at least some employees or reported that their employer sponsored a profit sharing plan or 401(k)-type
arrangement for at least some employees (but did not identify this plan as a “pension or retirement plan”), and workers with
primary or secondary self-employed jobs who reported contributing to an IRA or Keogh.
cIncludes workers with a primary or secondary wage and salary job who reported that their employer offers a “pension or
retirement plan” for at least some employees or reported that their employer sponsored a profit sharing plan or 401(k)-type
arrangement for at least some employees (but did not identify this plan as a “pension or retirement plan”), and all workers who
reported contributing to an IRA or Keogh.

tion standards (the ERISA work force) were included in
their employers’ plans (table 1)—the remaining 15 percent
were not. These nonparticipants, although covered, may
never benefit from the plan.

As discussed above, once workers are included in a plan,
their rights to any accrued benefits not attributable to their
own contributions are typically contingent on certain
vesting requirements. Thus, plan participants who leave
employers before completing vesting requirements will forfeit
any unvested benefits.

Given these considerations, any inquiry into the extent of
retirement protection provided by employer plans must focus
not only on coverage but also on participation and vesting.
To evaluate these issues, the following sections discuss the
basic definitions of participation and benefit entitlement, as
defined in the introduction.

Participation in Employer Plans

Not all covered workers are included in an employer’s plan,
and the participation rate of covered workers appears to be
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nine percent of all participants earned less than $30,000
annually; 93 percent earned less than $50,000 (table 2).

Very Young and Very Old Covered Workers Are Less Likely to
Be Included—The pattern of participation among covered
workers across age groups resembles the pattern of coverage
among all workers: very young and very old covered workers
are less likely to be included. In particular, 38 percent of
covered nonagricultural wage and salary workers under age
25 were included in their employer’s plan in May 1988. Sixty
percent of those aged 65 or over and 73 percent of those aged
25 to 34 were included, while the participation rate of those
aged 35 to 64 exceeded 80 percent. Workers in the latter age
group accounted for 56 percent of all those covered and 63
percent of all participants.

Full-Time Covered Workers Are Much More Likely to Be
Included—The participation rate of covered workers varies
sharply, and, predictably, with hours normally worked per
year. The proportion of covered nonagricultural wage and
salary workers who were included in their employer’s plan in
May 1983 was 82 percent for those working 2,000 hours or
more annually and 71 percent for those working 1,500 to
1,999 hours. In contrast, about one-half of those working
1,000 to 1,499 hours and one-fourth of those working 500 to
999 hours per year were included (chart 3).

Because most workers work full time, more than one-half of
covered nonparticipants normally worked more than 2,000
hours per year. Nonetheless, those working less than 1,000
hours per year, while making up only 9 percent of all workers
and 1 percent of all participants, accounted for 16 percent of
covered nonparticipants.

Shorter-Tenured Employees Account for a Large Proportion of
All Covered Nonparticipants—Longer-tenured covered
employees are far more likely to be included in their em-
ployer’s plan. In May 1988, the proportion of covered
nonagricultural wage and salary workers who were included
varied from 33 percent among those with less than a year on
the job to more than 90 percent among those with 10 or
more years (calculated from chart 4).

More importantly, while part-time workers, who are rela-
tively few in number, fail to account for a large proportion of
all covered nonparticipants, shorter-tenured employees
compose a very large share. For example, workers with less
than one year on the job (who do not meet the ERISA

workers was 75 percent; within the covered ERISA work
force, 85 percent were included. The higher rate in the
ERISA work force may be largely attributable to the fact that
these workers generally have met ERISA participation
standards.

Within the overall work force (including noncovered
workers), 42 percent of civilian workers aged 16 or over, 44
percent of nonagricultural wage and salary workers, and 58
percent of the ERISA work force participated in an employer
plan in May 1988 (chart 1; table 1).

Most Participants Have Moderate Earnings, But Covered
Employees with Higher Earnings Are More Likely to Be Included
in an Employer Plan.—Among covered nonagricultural wage
and salary workers, those with higher earnings are more likely
to be included in their employer’s plan. The covered-worker
participation rate varied from 15 percent for those earning
less than $5,000 annually to 93 percent for those earning
$50,000 or more in May 1988. This pattern, combined with
the positive relationship between earnings and coverage, led
to a strong relationship overall between employer-plan
participation and earnings. The proportion of all workers
participating in an employer plan varied from only 4 percent
among those earning less than $5,000 annually to 74 percent
among those earning $50,000 or more (chart 2; table 2).

Employers generally are not permitted to discriminate in
favor of higher-paid workers for purposes of participation in
retirement plans. The lower participation rate among
covered workers observed among lower-paid workers may
reflect the relatively large proportion of these workers who
are young, have short job tenure, or work fewer hours per
year.

Nonetheless, workers with low to moderate earnings ac-
counted for the majority of all pension participants. Sixty-

◆ ◆ ◆

Among covered nonagricultural wage and salary
workers, those with higher earnings are more likely
to be included in their employer’s plan.

◆ ◆ ◆
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23As mentioned above, a change in the coverage question between
the 1983 and 1988 CPS employee benefit supplements may have
resulted in a downward bias in the measured coverage rate for
1983 relative to 1988. Because only workers reporting coverage
are asked the participation question, any such bias might also
depress the measured participation rate of all workers for 1983
relative to 1988. In this case, the downward trend observed in
that rate between 1983 and 1988 may be understated. However,
this might not systematically affect the measured downward trend
in the participation rate of covered workers.

salary workers—from 46 percent to 44 percent—and within
the ERISA work force—from 61 percent to 58 percent (chart
1; table 1). Despite the falling participation rates, the number
of workers who participated increased from 43 million to 47
million among all civilian workers aged 16 or over, from 41
million to 45 million among nonagricultural wage and salary
workers, and from 35 million to 40 million within the ERISA
work force.23

Both Lower- and Higher-Paid Workers Face Declining Participa-
tion Rates—Between 1983 and 1988, the number of workers
in all earnings groups who were included in an employer plan
decreased both as a proportion of the covered work force and
as a proportion of the overall work force. For example, the
participation rate for all covered nonagricultural wage and
salary workers fell from 75 percent to 68 percent among those
earning $10,000 to $14,999 annually and from 94 percent to
89 percent among those earning $30,000 to $49,999.
Workers earning less than $15,000 annually, while reporting
substantial increases in coverage, faced sufficiently acute
declines in participation among covered workers to result in
a decline in their overall participation rate. Thus, the
proportion of all workers participating in an employer plan
fell from 5 percent to 4 percent among those earning less
than $5,000, from 18 percent to 16 percent among those
earning $5,000 to $9,999, and from 39 percent to 37 percent
among those earning $10,000 to $14,999. Higher-earning
groups, many of which faced stagnant or receding coverage
rates, generally reported larger declines in the proportion of
workers participating than those reported by lower-earning
groups (chart 2; table 2).

While the overall level of participation in employer pension
plans has fallen relative to the size of the work force, the
distribution of participation across earnings groups has
remained steady. In May 1983, workers earning less than
$20,000 annually accounted for 61 percent of all nonagricul-

minimum job tenure standard for participation) made up 20
percent of the overall work force and accounted for 6 percent
of all employer-plan participants but represented 36 percent
of all covered nonparticipants. Those with fewer than five
years of tenure made up 55 percent of the work force, 32
percent of all participants, and 79 percent of all covered
nonparticipants.

The Participation Rate of Covered Workers Varies by Sector and
Industry—In general, the participation rate of covered
workers is higher in the public sector than in the private
sector and higher in goods-producing industries than in
service-producing industries. Among all major industry
groups in May 1988, the lowest participation rate for covered
nonagricultural wage and salary workers was reported for the
retail trade industry, where only 55 percent of those covered
by an employer plan were included in that plan. The highest
rate of inclusion, 86 percent, was found in the federal
government, the mining industry, and the communications
and utilities industries (chart 5).

The Participation Rate of Covered Workers Varies Little with
Firm Size, But Is Higher for Union Workers—Although
coverage rates, and therefore participation rates, for the work
force overall, rise sharply with firm size, no discernible
relationship exists between firm size and the participation
rate of covered workers. In contrast, covered union workers
are more often included in their employer plans than
nonunion workers. In May 1988, among covered nonagricul-
tural wage and salary workers, 89 percent of union workers
were included, compared with 70 percent of nonunion
workers.

Trends in Employer-Plan Participation

While the proportion of all workers who are covered by an
employer plan has increased, the proportion who actually
participate in such a plan has declined. Nonetheless, the
absolute number of participants has increased.

The downward trend in the proportion of covered workers
who are included in their employer’s plan has offset the
increase in the coverage rate and resulted in a decline in the
overall participation rate. In May 1988, 42 percent of all
civilian workers aged 16 or over participated in an employer
plan—down from 43 percent in May 1983 and 46 percent in
May 1979. The decline in participation between 1983 and
1988 was more pronounced among nonagricultural wage and
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However, the proportion of all union employees participating
increased, while the proportion of all nonunion workers
participating declined.

Trends in Benefit Entitlement under Employer Plans

Despite the decline in the proportion of all workers who
participated in an employer plan, the proportion of all
workers who are currently entitled to retirement benefits has
increased since 1983.24

Benefit Entitlement Is Positively Related to Job Tenure—Because
typical vesting requirements depend exclusively on years of
service, the proportion of pension participants who are
currently entitled to receive benefits at retirement is ex-
pected to exhibit a strong positive relationship with job
tenure. In May 1988, benefit entitlement rates increased
sharply with the tenure of nonagricultural wage and salary
participants, from 30 percent among those with less than one
year of tenure to 91 percent among those with 15 or more
years on the job (chart 4). Participants with less than 10
years of service, composing 72 percent of the work force
overall, accounted for 82 percent of all nonentitled partici-
pants but represented only 41 percent of all entitled partici-
pants.

The Proportion of Pension Participants Who Are Currently
Entitled to Benefits Is Rising Rapidly—The proportion of all
civilian employer-plan participants aged 16 or over who were
entitled to benefits reached 68 percent by May 1988, up from
57 percent in May 1983 and 52 percent in May 1979. Similar
increases were reported for both male and female participants
and for participants within the public and private sectors. In
addition, increases were evident within the more limited
nonagricultural wage and salary and ERISA work forces
(table 1).

The increase in the entitlement rate of participants between
1983 and 1988 offset the decline in the participation rate of
workers, resulting in an increase in the proportion of all
workers who were entitled to retirement benefits. The
proportion of all civilian workers aged 16 or over who were

tural wage and salary workers and 41 percent of all partici-
pants. By May 1988, these proportions had fallen to 58
percent and 37 percent, respectively (table 2).

Participation Rates Have Declined among Workers of Different
Ages and Workers with Different Work Schedules and Different
Tenure—Dividing workers into age groups reveals that the
proportion of all nonagricultural wage and salary workers
who participated in an employer plan declined between 1983
and 1988 among all but the oldest workers. Moreover, the
participation rate of covered workers fell substantially for all
age groups. Declines in the covered-worker participation rate
ranged from 13 percentage points for those under age 25
(from 51 percent to 38 percent) to 4 percentage points for
those aged 45 to 54 (from 91 percent to 87 percent). Workers
aged 65 or over, while reporting a seven-percentage-point
decline in the proportion of covered workers who were
included in their employer’s plan, also reported a sharp
enough increase in coverage to result in a small increase in
the participation rate for all aged workers, from 24 percent to
25 percent.

Between 1983 and 1988, the proportion of nonagricultural
wage and salary workers who participated in an employer-
sponsored plan also declined across most hours-per-year and
job-tenure groups. However, workers with less than one year
on the job reported a slight increase in the participation rate,
from 12 percent to 13 percent, as a decline in the proportion
of covered workers who were included was offset by an
increase in coverage (charts 3 and 4).

Participation Rates Have Declined in Most Industries But
Increased among Union Workers—The decrease in the
proportion of all nonagricultural wage and salary workers
who participated in an employer plan spans employers of
different sizes and most major industries (charts 5 and 6).

◆ ◆ ◆

Despite the decline in the proportion of all workers
who participated in an employer plan, the propor-
tion of all workers who are currently entitled to
retirement benefits has increased since 1983.

◆ ◆ ◆

24In the following analysis, wage and salary participants are said to
be entitled to benefits if they indicated that they could receive
some benefits at retirement if they left their employer immedi-
ately. Those who could receive immediate lump sums only are
considered below.
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entitled reached 28 percent in 1988, up from 24 percent in
1983 and 1979. Similar increases were observed among both
men and women and within both the nonagricultural wage
and salary and ERISA work forces. By May 1988, 40 percent
of all workers in the ERISA work force were currently
entitled to retirement benefits (chart 1; table 1).

The increase in benefit entitlement among employer plan
participants is probably attributable to a trend toward more
liberal vesting schedules. Between 1983 and 1988, the
distribution of nonagricultural wage and salary workers and
participants by tenure changed little. The proportion of such
workers having 10 or more years of service increased only
slightly, from 27 percent to 28 percent, while the proportion
of participants with similar tenure edged up from 44 percent
to 45 percent. Meanwhile, the benefit entitlement rate
increased substantially among participants in all job tenure
groups, with the exception of participants with less than one
year on the job, who reported a small decline (chart 4).

Factors Underlying the Decline in Participation Rates

Why has participation fallen even as coverage has risen? As
discussed above, between 1983 and 1988 the decline in the
proportion of covered workers who participate in their
employer’s plan was large enough to offset the concurrent
increase in coverage and result in a decline in the overall
level of employer-plan participation in the work force.

Shifts in Worker Characteristics Fail to Explain the Decline in
Participation—To identify the forces underlying the decline
in the participation rate among covered workers, it is useful
to explore trends in the distribution of workers and covered
workers by certain worker characteristics. In particular, age,
hours worked annually, and tenure are related to the
covered-worker participation rate and are specified criteria in
ERISA’s participation standards.

As reported above, the proportion of covered nonagricultural
wage and salary workers who are included in their employer’s
plan is lower among younger and older workers, those
working fewer hours per year, and those with shorter tenure.
If any of these groups represented an increasing proportion of
the overall work force or, more importantly, of the covered
work force, it might explain at least a portion of the decline
in the participation rate of covered workers.

Viewed by age, the participation rate of covered workers was
by far the lowest among workers under age 25 in May 1988.

However, between 1983 and 1988 the number of workers
falling within this group declined both as a proportion of the
total work force and as a proportion of the covered work
force, from 20 percent to 18 percent and from 13 percent to
12 percent, respectively. Other relatively low participation
rates were reported by covered workers aged 65 or over (60
percent) and workers aged 25 to 34 (73 percent). The
proportion of the total and covered work forces represented
by each of these two latter groups was virtually unchanged
between 1983 and 1988. Hence, the decline in participation
among covered workers cannot be explained by any shift in
the age composition of the covered work force.

A very strong positive relationship exits between the
covered-worker participation rate and the number of hours
normally worked per year. But the distribution of workers by
hours worked changed little between 1983 and 1988, and
some small changes that were evident were contrary to a
decline in participation. For example, those working 2,000
hours or more annually—who reported the highest covered-
worker participation rate at 88 percent—grew as a proportion
of the total work force from 68 percent to 71 percent and as a
proportion of the covered work force from 76 percent to 78
percent. It appears that the decline in the participation rate
of covered workers cannot be attributed to changes in work
schedules.

Tenure is also related positively and strongly to the covered-
worker participation rate. Covered workers with less than a
year on the job reported by far the lowest rate of participation
(30 percent), while those with 15 years or more reported the
highest rate (91 percent). The distribution of workers by
tenure, however, was virtually unchanged between 1983 and
1988 and therefore cannot explain the decline in participa-
tion among covered workers.

Changes in Unionism and Industry Shifts May Explain Part of the
Fall in Participation—Another approach to identifying factors
that might underlie the decline in the covered-worker
participation rate is to view shifts in work-place characteris-
tics against the relationship between those characteristics
and participation. Three work-place characteristics com-
monly believed to be associated with employer-plan partici-
pation are firm size, industry, and unionism.

The proportion of covered nonagricultural wage and salary
workers who are included in employer plans is slightly higher
in large firms, varies considerably by industry, and is much
higher among union employees. If any of the higher-partici-
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25This continues a trend observed between 1979 and 1983 (An-
drews, 1989).

their nonunion counterparts in May 1988: 89 percent
compared with 70 percent. Between 1983 and 1988, the
proportion of nonagricultural wage and salary workers who
were union members fell sharply, from 25 percent to 19
percent. The proportion of all covered workers who were
union workers or who worked under collectively bargained
contracts similarly dropped, from 36 percent to 29 percent.

Two Out of Five Nonparticipating Covered Workers Reported
That They Chose Not to Participate—Yet another way to
investigate the forces responsible for the decline in the
participation rate of covered workers is to ask covered
nonparticipants why they are not included in their em-
ployer’s plan.26

The number of covered nonagricultural wage and salary
workers who did not participate in their employer’s plan
increased from 8 million in 1983 to 13 million in 1988. The
single most common reason for being excluded was insuffi-
cient tenure, which was cited by 42 percent in 1988 and 34
percent in 1983. It is unclear whether this increase is linked
to the decrease in covered-worker participation, given that
the proportion of all covered workers who have less than one
year on the job (and therefore fail to meet the ERISA
minimum participation standard for tenure) has not in-
creased.

The proportion of covered nonparticipants who reported
most other reasons did not change enough between 1983 and
1988 to suggest a particular cause underlying the decline in
participation among all covered workers. For example, the
next most common reason for exclusion—not working
enough hours per year27—was reported by 26 percent in 1988
and 24 percent in 1983. The proportion reporting that no
one in their type of job was allowed in the plan fell from 13
percent to 11 percent. A smaller proportion reported being
too young in 1988 (2 percent) than in 1983 (5 percent), as
might be expected given that the ERISA participation
standard was lowered. However, as reported above, the
participation rate for covered workers under age 25 fell
between 1983 and 1988, casting doubt on the effectiveness of
the new age standard.

pation groups are shrinking as a proportion of the total work
force or, more importantly, as a proportion of the covered
work force, it may help explain the fall in participation
within the covered work force.

Viewed in terms of firm size, in May 1988 the proportion of
covered workers who participated in their employer’s plan
was somewhat higher among workers in firms with 100 or
more employees (77 percent) than among those in firms with
fewer than 25 employees (72 percent) or those in firms with
25 to 99 employees (70 percent). However, contrary to a
common assumption, larger firms accounted for a larger
proportion of total employment and a larger proportion of
covered employment in 1988 than in 1983.25 Firms with 100
or more employees employed 63 percent of all workers and 84
percent of all covered workers in May 1988, up from 60
percent and 81 percent, respectively, in 1983 (table 3).
Rather than explaining the decline in participation among
covered workers, this trend appears to work contrary to that
decline.

Evaluating the effect of shifts in employment across indus-
tries is more complicated because industry cannot be repre-
sented on a linear scale the way that firm size or tenure can
be depicted. One approach is to rank industries by their 1988
covered-worker participation rate and to compare their
rankings to changes in their share of the total and covered
work forces between 1983 and 1988.

Viewed this way, it appears that industry shifts may explain
some of the decline in the covered-worker participation rate.
Between 1983 and 1988, most industries reporting high
participation among covered workers represented decreasing
proportions of both the total and the covered work forces,
while most reporting low participation accounted for
increasing proportions. Viewed relative to the entire covered
work force, declining industries with high participation rates
included durable manufacturing, the federal government,
mining, and communications and utilities. Growing indus-
tries with low participation rates included finance, insurance,
and real estate; business and personal services; professional
services; and retail trade.

Declining unionism may also explain part of the fall in
participation among covered workers. Covered union
workers had a substantially higher participation rate than

26Both the 1983 and 1988 CPS employee benefit supplements asked
this question. Multiple responses were allowed.

27The 1988 survey gave the choice “don’t work enough hours,
weeks, or months per year,” while the 1983 survey offered the
reason “don’t work enough hours per week.”
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major trends are hypothesized: the growing availability of
lump-sum distributions from employer plans immediately on
termination of employment and the growing availability of
410(k)-type salary reduction savings arrangements. Both
trends have been documented in reports from employers.

Increasing Availability of 401(k) Arrangements

Employer-sponsored pretax savings plans, often called 401(k)
plans for the Internal Revenue Code section that permits
such plans for private corporations, differ from traditional
employer-sponsored pension and retirement plans in impor-
tant ways. First, they are typically funded primarily by
employee pretax contributions; the employer may or may not
also contribute. Second, participation in 401(k) arrange-
ments is generally voluntary; a worker who is eligible to
participate may choose whether or not to do so. Finally,
401(k) arrangements typically pay benefits in the form of a
lump sum immediately on termination of employment.

One factor that may have contributed to the decline in
covered-worker participation is a possible increase in
voluntary employer plans. If an increasing number of covered
workers are offered a 401(k)-type arrangement as their only
employer plan, some of the decline in plan participation may
reflect employee choice, since participation is generally
voluntary. Moreover, to participate in a 401(k), employees
generally must contribute money (pretax) that otherwise
could be received in cash. Employees may be reluctant to do
this, particularly in plans to which the employer does not
contribute. In May 1988, the proportion of nonagricultural
wage and salary workers offered 401(k)-type plans who chose
to participate was 63 percent in plans to which the employer
contributed and 57 percent in plans to which the employer
did not contribute.

In May 1988, nonparticipating covered workers were asked
whether they “chose not to belong” to their employer’s plan,
and 22 percent responded affirmatively. In 1983, this
alternative was not offered; any excluded workers giving this
response would have been classified among the 19 percent
reporting “other” reasons. In 1988, only 7 percent gave other
reasons—an indication that some of those giving other
reasons in 1983 may have reported that they chose not to
participate.

Interaction between Factors Related to Declining Participation
May Be High—Untangling the effects of various factors on
trends in the participation rate of covered workers is difficult.
Because many underlying trends are interrelated, it is not
immediately evident which may be most directly responsible
for participation declines. For example, do declines in
unionism result directly in decreases in participation? Or is
unionism related instead to the prevalence of plans in which
participation is voluntary, which in turn is tied to the fall in
participation rates? Perhaps all three of these trends can be
traced to yet another factor, such as employment shifts across
industries.28

u Other Important Trends in Employer-
     Sponsored Plans Since 1983

In addition to changes in coverage, participation, and benefit
entitlement rates under employer plans, at least two other

28An EBRI policy study now in progress will explore these interac-
tions in more detail.

◆ ◆ ◆

Between May 1983 and May 1988, the availability
of 401(k) arrangements increased more than three-
fold overall.

◆ ◆ ◆

Between May 1983 and May 1988, the availability of 401(k)
arrangements increased more than threefold overall. The
proportion of all civilian workers who were offered such
arrangements (either exclusively or in addition to another
employer plan) increased from 7 percent to 24 percent. At
the same time, the proportion of all nonagricultural wage and
salary workers who were offered 401(k) plans grew from 8
percent to 27 percent, and the proportion of all those in the
ERISA work force who were covered by a such arrangements
increased from 10 percent to 34 percent (chart 7).29

29The relevant question in the 1988 survey asked whether the
employer offered a 401(k). The 1983 survey asked whether the
employer offered a 401(k) without specifying whether the plan
was offered to the specific worker or to any employees. For this
reason, the 1983 survey may overstate 401(k) coverage relative to
the 1988 survey, and a comparison of 1983 and 1988 survey
findings may understate the growth of that coverage.
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Chart 7
Percentage of Civilian Workers Aged 16 or over Whose Employer Offers a 401(k)-Type
Arrangement, by Sex, Primary Sector, and Work-Force Group, May 1983 and May 1988
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Source: EBRI tabulations of the May 1983 and May 1988 Current Population Survey employee benefit supplements.
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Another way to view the growing role of 401(k) arrange-
ments is to expand the definitions of employer-plan coverage
and participation to fully encompass these plans. Based on
both the May 1988 and May 1983 CPS employee benefit
supplements, a worker may be defined as being covered by an
employer plan if at least one of two conditions is met: the
worker’s employer reportedly offers a retirement plan to at
least some employees or the worker reports being offered the
opportunity to contribute to a 401(k)-type plan.30 A worker
may be defined as a participant if he or she was included in a
retirement or pension plan, participated in a 401(k), or both.

Based on these expanded definitions, the proportion of all
nonagricultural wage and salary workers who were covered by
an employer plan was 61 percent in May 1988, compared

with 59 percent under the basic definition used in the
analysis of coverage above. The proportion of these workers
who participated under this definition was 46 percent,
compared with 44 percent under the basic definition. In
1983, the definitional change had a smaller impact. The
coverage rates under the expanded and basic definitions were
56.9 percent and 56.2 percent, respectively; the overall
participation rates were 46.5 percent and 46.1 percent,
respectively.

Thus, it appears that the impact of 401(k) arrangements on
overall coverage and participation rates is growing but
remains small. However, the difference between the basic
definition and this expanded definition understates the role
of 401(k)s in overall pension coverage and participation.
Some workers who are covered under or participate in a
401(k) but no other plan identify the 401(k) as a “pension or
retirement plan,” and therefore are included as covered or
participating under the basic definition. In May 1988, 13
percent of all wage and salary workers reporting participation
in an employer-sponsored pension or retirement plan later

30The question was designed to identify all plans that allowed for
voluntary pretax employee contributions. In particular, the 1988
survey question specifically asked respondents to report all
“401(k) plans, pretax plans, and tax-sheltered annuities.”
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that were payable as deferred annuities and those that were
payable as deferred lump sums (payable at retirement).
Therefore, the survey does not provide evidence of the
overall availability of lump-sum distributions.

Both the 1983 and 1988 surveys included two questions
about vesting status. Workers reporting participation in a
retirement plan were asked whether, if they left their
employer right away, they could receive a benefit on reaching
retirement age and whether they could receive an immediate
lump sum. In May 1988, 79 percent of all nonagricultural
wage and salary employer-plan participants, or 36 million
workers, were vested in at least one of these two ways.
Among all those vested, 45 percent were eligible to receive
both an immediate lump-sum distribution and a benefit on
retirement and 16 percent could receive a lump sum only.
Thus, the total proportion of all vested workers who could
receive a lump sum was 61 percent; 39 percent could receive
a retirement benefit only. In May 1983, 42 percent of those
vested could receive a either a lump sum or a retirement
benefit, and 23 percent were entitled to a lump sum only.
Hence, a total of 65 percent could receive a lump sum, while
36 percent could receive only a retirement benefit (table 5).

Measured in absolute numbers, the availability of lump-sum
distributions has grown. And given the increasing availability
of 401(k)-type arrangements, there is reason to believe that
lump-sum entitlement may be increasing relative to the size
of the work force overall. Twenty-two million nonagricultu-
ral wage and salary workers reported entitlement to an
immediate lump-sum distribution from a primary pension or
retirement plan in May 1988, up from 18 million in May
1983. Moreover, in 1988 an additional 6 million of these
workers participated in a primary or secondary 401(k)
arrangement but did not report their vested status. It is
reasonable to presume that most of these workers were
entitled to a lump-sum distribution: employee contributions
to these contributory plans must be fully and immediately
vested, and it is believed that vested benefits under these
plans are almost always payable as an immediate lump sum.
However, such speculations should be viewed cautiously.
Among the 6 million participants in primary 401(k)-type
plans who reported their vested status under the plan, two-
thirds reported entitlement to an immediate lump-sum
distribution.33

identified that primary plan as a 401(k)-type savings arrange-
ment. Seventy-six percent of participants whose primary plan
was a 401(k) identified it as a pension or retirement plan.

The true impact of 401(k) arrangements on overall coverage
and participation is limited by the fact that many 401(k)s are
supplemental to other, more traditional, pension or retire-
ment plans. In May 1988 just over one-half of all wage and
salary 401(k) participants reported that they also participated
in an additional primary employer-sponsored plan.31

Availability of Lump-Sum Distributions

It is often asserted that there is a trend toward the availability
of benefits from employer plans in the form of lump-sum
distributions immediately on termination of employment. As
part of both the May 1983 and May 1988 CPS employee
benefit supplements, all workers reporting inclusion in an
employer-sponsored pension or retirement plan were asked
two vesting-related questions: whether he or she could
“eventually receive some benefits from this plan” on reaching
retirement age and whether he or she could receive a lump-
sum distribution immediately on leaving employment. The
survey findings failed to support the hypothesis that there is a
trend toward the availability of immediate lump-sum
distributions from primary employer-sponsored pension or
retirement plans. However, the survey did not measure the
availability of lump-sum distributions from secondary 401(k)
arrangements or from primary 401(k)s that respondents did
not identify as employer-sponsored pension or retirement
plans.32 Nor did it distinguish between retirement benefits

33The December 1989 EBRI Issue Brief will focus on trends in the
receipt and use of lump-sum distributions.

31Trends and patterns in the use of 401(k) arrangements will be
explored in detail in the November 1989 EBRI Issue Brief, “The
Continued Growth of 401(k) Plans.”

32The 1988 survey also asked the vesting questions of all respon-
dents who reported that they participated in an employer-
sponsored profit sharing plan. However, because the profit sharing
question was not asked in the 1983 survey, trends in entitlement
to retirement benefits and lump-sum distributions can be
measured in regard to reported participation in pension and
retirement plans only. This restriction excludes relatively few
participants from the analysis. The addition of the profit sharing
plan question in 1988 added 1.9 million participants to the total
identified. Of these, 725,000 reported entitlement to a retirement
benefit and a lump sum, 194,000 reported entitlement to a
retirement benefit only, and 477,000 reported entitlement to a
lump sum only.
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Table 5
Access to Lump-Sum Distributions and Retirement Benefits from Primary Retirement Plans:  Number

and Percentage of Nonagricultural Wage and Salary Workers and Percentage Vested, by Type of
Entitlement, May 1983 and May 1988

Retirement Benefit Immediate Lump Retirement
and Lump Sum Sum Only Benefit Only Total Vested

Number of Workers (millions)
1983 12.0 6.5 10.3 28.7
1988 16.0 5.6 14.0 35.6

Percentage of All Workers
1983 14% 7% 12% 33%
1988 16 5 14 35

Percentage of Vested Workers
1983 42% 23% 36% 100%
1988 45 16 39 100

Source: EBRI tabulations of the May 1983 and May 1988 Current Population Survey employee benefit supplements.

◆  Conclusion

The first findings of the May 1988 CPS employee benefit
supplement reveal some ongoing patterns as well as some
new trends.

Coverage and Participation

Changes in the distribution and rates of coverage and
participation and in benefit entitlement are related to
earnings, work-force attachment, and demographic and other
factors.

The Distribution of Employer-Plan Coverage and Participation
Has Changed Little: Both Are Higher among Employees with
More Work-Force Attachment—In general, between 1983 and
1988 the distribution of employer-plan coverage and partici-
pation has changed only moderately. Higher-paid workers are
still more likely to have an employer plan than are lower-
paid employees, although most employer-plan participants
are still low to moderate earners. Workers are still more likely
to have an employer plan if they are of prime age, have
moderate to long tenure, and work full time. Employer plans
remain more common in certain industries, among union
workers, and in larger firms.

Workers in some lower coverage and participation groups
may be better provided for by Social Security or means-tested

government programs. In particular, Social Security benefits
replace a larger proportion of lower-paid workers’ preretire-
ment earnings. Moreover, voluntary employer-sponsored
retirement plans, which generally pay or accrue benefits on
the basis of earnings and length of service, are not structured
to provide meaningful benefits to workers who have shorter
careers, change jobs frequently, or work part time or for very
low pay.

In contrast, employer-sponsored plans are more widespread
among workers with more substantial work-force attachment.
Many such workers, recognized as appropriate beneficiaries of
these plans by ERISA’s minimum participation standards,
rely on employer plans as an important source of retirement
income.

Coverage Rates Have Increased, Participation Rates Have Fallen,
and Benefit Entitlement Has Increased—The proportion of
workers whose employer sponsors a pension or retirement
plan for at least some employees increased substantially
between 1983 and 1988. This increase appears to have been
broad based, encompassing workers from most economic and
demographic groups. However, coverage appears to have
increased more rapidly among lower-paid workers.

As the coverage rate increased, however, the proportion of
all workers who participated in an employer plan fell. This
resulted from a sharp decline in the proportion of all covered
workers who were included in their employer’s plan. Like the
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increase in coverage, the decline in covered-worker partici-
pation cuts across most economic and demographic groups.
However, the decline was smaller among union workers and
within certain industries.

The reason for the decline in participation among covered
workers is not immediately apparent. This trend seemingly
cannot be attributed to demographic shifts in the work force
or to shifts in employment by firm size. Some possible
explanations include employment shifts toward industries
with lower participation rates, the decline of unionism, and
increasing reliance on voluntary 401(k)-style retirement
arrangements.

◆ ◆ ◆

Despite the decline in the proportion of all workers
who participated in a plan, the proportion who have
earned a nonforfeitable right to a benefit on retire-
ment has increased.

◆ ◆ ◆

Although the proportion of all workers who participated in
an employer plan decreased, the total number of participants
grew, from 43 million civilian workers aged 16 or over in
1983 to 47 million such workers in 1988.

Despite the decline in the proportion of all workers who
participated in a plan, the proportion who have earned a
nonforfeitable right to a benefit on retirement has increased.
This trend reflects a sharp rise in the rate of benefit entitle-
ment among participants. Meanwhile, the distribution of
participants by tenure has changed little, suggesting that the
increase in entitlement rates might be attributable to a trend
toward more liberal vesting requirements.

The Availability of 401(k) Arrangements Is on the Rise; the
Availability of Immediate Lump-Sum Distributions May Be
Growing As Well—Between 1983 and 1988, the proportion
of all civilian workers aged 16 or over who were offered a
401(k) arrangement increased from 7 percent to 24 percent.
Although the 1983 and 1988 CPS employee benefit supple-
ments did not reveal an increase in the availability of lump-
sum distributions from primary pension and retirement plans,
it is likely that the overall availability of lump sums is

growing, since both primary and secondary 401(k) arrange-
ments typically pay benefits in that way.

Employer Plans Continue to Be Essential to the Retirement
Planning of Millions of Workers—Employer plans remain a
stable part of the U.S. retirement income system. Recent
changes in coverage, participation, and vesting have been
moderate relative to changes in underlying trends, such as
industry shifts, demographic changes, and frequent changes
in employee benefit laws. In 1986, 40 percent of single
individuals and married couples aged 65 or older received
some income from an employer plan (Grad, 1988). The
proportion with such income was higher among younger
elderly families—45 percent among those aged 65 to 69
compared with 31 percent of those aged 80 or older—
indicating that pension receipt is rising. Employer plans
represented unforfeitable retirement savings for 32 million
civilian workers who were entitled to receive benefits on
retirement under these plans in May 1988. An additional 15
million participants may become entitled to accrued benefits
on meeting vesting requirements. Still another 15 million
covered nonparticipants may eventually be included in their
employer’s plan, and the remaining noncovered workers may
eventually work for an employer who sponsors a plan.

The employer-plan system is not universal, but it is broad
based, benefiting millions of workers from all economic and
demographic groups.
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