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SUMMARY
•

EBRI has undertaken
extensive analysis over the past 12 years to track and assess
pension trends. Three facts emerge: first, small employers are moving away
from defined benefit plans; second, they are not immediately
replacing them
with defined contribution
plans; and third, the cost of administering
plans
relative to the amount that can be contributed has been eroding.

•

Since the enactment of ERISA, a steady stream of legislation has greatly
influenced pension programs. From the Revenue Act of 1978 to the Omnibus
Budget Reconciliation Act of 1989, Congress has changed some aspect of the
retirement
system almost annually.
It is complicated and expensive to maintain
a plan. Simplification
of the law and regulations could make a difference.

•

Pension legislation has served to increase the security of benefits for those with
coverage, and it has created many jobs. It has not led to an increase in the
proportion
of workers covered by pension plans.

•

Employer-sponsored
pension plans represent an important source of retirement
income for most working Americans. According to EBRI tabulations of the May
1988 Current Population Survey employee benefit supplement,
in May 1988, 62
million civilian workers, or 54 percent of all such workers, worked for an
employer that sponsored a pension plan. Three-fourths
of all workers covered by
an employer plan, or 47 million workers, actually participated in the plan; twothirds of all these participants,
or 32 million workers, were entitled to a benefit at
retirement.

•

Increasingly, there has been a trend toward the establishment
of defined
contribution
plans, especially with the advent of 401(k) cash or deferred
arrangements
and employee stock ownership plans. By 1987, the number of
defined contribution
plans represented
73 percent of all plans, up from 68 percent
in 1975. By comparison, defined benefit plans represented
28 percent of all plans
in 1987, down from 32 percent in 1975.

•

The gap in private-sector
pension coverage for workers is largely among small
employers. The latest data indicate that more than 68 percent of full-time
employees in companies with 250 or more employees participate
in retirement
plans, while, by contrast, only 16 percent of full-time employees in companies
with less than 24 employees do so. The reduced tax rates of TRA 1986, combined
with the funding limitations of OBRA 1987, have made plans much less
attractive from the tax perspective.
Small employers have never sponsored
plans in large numbers and the present environment
makes it unlikely that this
will change.

•

Pending legislative proposals such as joint _rusteeship, regardless of the merits,
would add cost and complexity.
While it is unlikely that the proposal itself has
influenced behavior, adoption certainly would.

•

Portability concerns are merited, but only if those concerns lead to preservation
of pension dollars into retirement.
Today, nearly all defined contribution
plans
provide for lump sum distributions
upon job change. Over 40 percent of private
defined benefit plans provide for lump sums, and the number is growing each
year.
Individuals,
however, do not roll-over distributions
(13 percent did in
1988). Legal changes which have increased the number of lump sums (such as
five year vesting) have served to discourage pension sponsorship
as small
businesses state a preference to pay longer service workers extra cash rather than
watching pension dollars walk out the door with short service workers.

•

Finally, it should be stressed that the pension system is in a strong financial
position today and that it is one of the most heavily regulated financial
"institutions".
Comparisons
to the situation with Savings and Loans are
without merit. Pension fund participation
in mergers and acquisitions has
largely been by public pension funds, which are not subject to the fiduciary
provisions of ERISA. The agencies charged with administration
of ERISA have
worked hard to regulate fully and fairly, even though greater clarity and brevity
in regulations and guidance, and prospective application when changes are made
in policy, would serve to encourage plan sponsorship
and continuation.
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