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Abstract

Tax laws favoring specific employer retirement and health insurance
plans and other statutory employee benefits were enacted under the
premise that extensive coverage of workers and their dependents under
these plans is desirable social policy. These programs complement
social programs such as Social Security and reduce long-term demands on
these social programs. The growth of worker coverage by pensions and
health insurance has been strongly encouraged by the tax advantages
accorded these plans and by the the needs of workers and their

dependents and survivors for economic security.

Analysis of the distribution of coverage and vesting by earnings
category indicates that pensions are broadly distributed among lower-
and middle-income workers: 76 percent of all nonagricultural wage and
salary earners covered by a pension earn $25,000 a year or less.
Similarly, 70 percent of all vested benefits belong to nonagricultural

employees earning $25,000 or less.

May 1983 EBRI/HHS survey data also show that women are gaining pension
entitlement in greater numbers than ever before. Among those women
meeting ERISA standards for plan participation, coverage expanded by
2.2 million workers since 1979 and nearly 1.3 million more women became

entitled to pension benefits at retirement.

1983 survey data also shows that the tax law has been successful in

spreading health insurance coverage across the income spectrum, with



over 80 percent of those with health insurance earning 1less than

$25,000 in 1983.

These benefits have carried with them a level of "tax subsidy,”" but

that cost has produced very large benefits.

This government policy success should be a matter of national pride.
There are many different types of benefits--each must be carefully
evaluated. They must be judged against both social and economic
criteria--the costs and the benefits. The favorable tax treatment
allowed them may not be crucial to the existence of some benefits--but
it is essential to the provision of employee benefits at all income

levels.

Other nations now seek to match the success of this nation in
developing a true public and private sector partnership in meeting
economic security needs. Employee benefits do not cost the Treasury as
much as some charge--but evaluation of whether it may be to much is a
desirable and legitimate function of the Congress. Were employer-
sponsored benefits to disappear, however, one could expect higher rates
of elderly poverty, greater demands on social programs, heightened
strife among generations, and tens of millions of surprised and

disappointed Americans.

This testimony provides the basis for answers to the questions set

forth in the press release announcing the hearing:



Should the tax law_encourage employers to provide fringe benefits;

and if so, which benefits or services should be encouraged, and

what type and level of tax incentive is appropriate?

The United States has always had a commitment to economic security
for workers and retirees. Social Security with its income, health
and disability components combines with workers compensation laws
and unemployment compensation laws as an expression of public
commitment. These social programs work with employer-sponsored
programs to protect workers against significant health and economic
risks. The government has established programs like Medicaid to
take care of those without the employer protection, and it has
provided tax incentives to encourage employer provision for the

rest of the population.

The tax incentive approach allows programs to be designed to
accommodate very different workforces, geographic conditions, and
employee preferences, while still carrying out the federal
government's social support agenda. Unless the nation decides to
step back from its commitment to economic security, tax incentives
will be essential to benefit provision. The testimony sets out
nine categories that now receive favorable tax treatment that can

be evaluated.

What conditions or restriction

are appropriate on tax incentives

to encourage employers to provide fringe benefits?




As a provider and encourager of benefits and economic security the
government takes steps to assure that promised benefits are
delivered, that all workers have access, and that expense 1is
defined. This suggests funding requirements, nondiscrimination
provisions, and percentage or dollar limits on employee benefits to
control "tax subsidies or tax expenditures”. It must be stressed,
however, that the present system of benefit delivery would change

if tax treatment changed.

Are the existing rules concerning fringe benefits sufficient to

ensure that all employees benefit fairly from_the tax incentives?

The data presented in this testimony provides a clear yes to this

question.

Are the existing tax incentives for benefits such as health care,

life insurance, day care, educational assistance, and cafeteria

plans effective in encouraging employers to provide these benefits

to_a broad cross section of_ employees at a lower total cost than if

the Government provided the benefit directly, if employers provided

the benefits on_a_taxable basis, or employees purchased these

benefits on their own?

The first half of the question is easy to answer: benefits are
being made available on a broad cross section basis. The second

half of the question gets more complicated. And it is important



that sound benefits be incorporated into this answer as well as
cost. Note: employee benefits can accommodate different workers
uniquely and can accommodate different geographic sections of the
country; regressive taxation would result from the taxation of
benefits where benefit cost is the same across the income stream
(health, etc.); coverage gaps would be created if the employer
chose to drop programs when taxed or also if employees chose to not
purchase coverage. Finally, all available research indicates that
the present system is the most cost effective and equitable method
available to deliver the form and 1level of benefits now being

provided.

How will tax laws that .encourage employers to provide fringe

benefits affect compensation planning?

Research and experience show that economic security benefits will

be provided more readily in the presence of tax incentives. The
presence of these incentives, along with qualification
requirements, assures provision across the income spectrum. It

encourages total compensation planning.

Will tax incentives for employer-provided fringe benefits affect

potential employees' choice of employment?

Research clearly indicates that the answer to this question is

yes. The affect on behavior increases as workers grow older.
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I. Introduction

Employee benefits have a long history in the United States as part of a
national commitment to providing a base of economic security to active
workers, displaced and disabled workers, retirees, and their dependents and
survivors. Most American workers have come to take the presence of social and
employer provided employee benefits for granted, viewing them as
representative of a social contract: including the current tax treatment of
primary employer provided benefits.

® Plymouth Colony settlers decreed the first recorded military
retirement program in 1636.

[ Gallatin Glassworks established the first recorded profit sharing plan
in 1794,

° American Express GCompany established the first recorded private
employer pension plan in 1875.

e Montgomery Ward Company established the first recorded group health,
life, and accident insurance program in 1910.

° Baylor University Hospital introduced the first recorded formalized
prepaid group hospitalization plan in 1929.

® Congress established the basic retirement 1income portion of Social
Security in 1935 and the Medicare portion in 1965.

The tax treatment of these employee benefit programs has been relatively
consistent over time, with health insurance being tax exempt and retirement

and capital accumulation programs being tax deferred. Nearly the entire
generation of current American workers have experienced the present tax
treatment of primary benefits for their entire careers. The law has changed

over time to include nondiscrimination requirements such that benefits now
generally accrue to all workers, and minimum standards for retirement, capital
accumulation and welfare programs ensure that benefit promises are kept.

The total number of plans, assets, and benefit commitments had grown to such a
point by the late 1970s that the need for dedicated research activity in the
employee benefits area was recognized. In 1978 the Employee Benefit Research
Institute (EBRI) was formed as a non-profit, non-partisan, public policy
research organization to conduct research and educational programs. EBRI is
by charter committed to the premise that the nation is served positively in
both social and economic terms by the existence of employee benefit programs:

they can be clearly shown to improve economic security. We are aware,
however, that there may be limits to what can and should be provided for both
social and economic reasons. EBRI undertakes to provide the studies and the

statistics that will allow informed priority decisions to be made based upon
assessment of documented costs and benefits.

To design efficient long-run public policy, the growth, costs, benefits
provided, and the definition of tax-favored employee benefits must be
evaluated in a broad context. It is important that policy makers understand
the different roles played by the various types of employee benefits--both the
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traditional benefits like pensions and health, and the newer forms of benefits
like Section 401(k) salary reduction and new delivery approaches like Section
125 flexible compensation plans.

This testimony reviews some of the basic questions of concern to Congress and
to those interested in the future of employee benefits and the economic
security they provide to over 150 million Americans: what are employee
benefits; why do we have employee benefits; how much do they cost?; what
social and economic objectives do they serve; how have they evolved, where are
they going, and what is the role of the tax code; what is the experience of
other nations; how much do they cost employers and employees; how much do they
cost the Treasury; and what costs might accompany major policy changes.

II. What Are Employee Benefits?

Employee benefits represent virtually any form of compensation that is
provided in a form other than direct wages, paid for in whole or in part by
the employer, even if provided by a third party. Generally, media articles,
cost surveys, and reports lump all benefits together. For policy assessment
purposes this should not be done. Different benefits serve different social
and economic needs. For legislative policy assessment purposes benefits can
be classified into at least nine categories:

1. legally required benefits (including employer contributions to
Social Security, Medicare, unemployment insurance and workers'
compensation insurance);

2. discretionary benefits that are fully taxable (primarily, payment
for time not worked);

3. discretionary benefits that insure the employee against financial
risks and are tax exempt (including employer contributions to
health, life, and disability insurance plans);

4. discretionary benefits that help the employee meet special needs and
are tax exempt (including employer contributions to child care and
legal plans);

5. discretionary benefits that have traditionally been called fringes
and are intended to meet employer needs and are tax exempt
(including employer provision of purchase discounts, job site
cafeterias, special bonuses and awards, van pools, clubs, and
parking);

6. discretionary "reimbursement account” benefit programs that have
been legally allowed since 1978 which allow employees to have
reimbursement accounts--funded by the employer or through salary
reduction--to pay expenses that fall into "statutory benefit" areas
and are tax exempt (including health care reimbursement, child care
reimbursement, etec.);
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7. discretionary benefits that provide retirement income as a stream of
payments and for which taxes are deferred until benefits are received
(including employer contributions to defined benefit pension plans and
to defined contribution plans which require payment in the form of an
annuity);

8. discretionary benefits that provide for the deferral of salary until
termination of employment, generally pay benefits as a lump sum, and
for which taxes are deferred until benefits are received (including
contributions to some profit sharing plans, to money purchase plans
and ESOPs); and

9. discretionary benefits that provide for the deferral of salary until
special needs arise (loans and hardship), or until termination of
employment, generally pay benefits as a lump sum, and for which taxes
are deferred until benefits are received (including contributions to
some profit sharing plans, thrift-savings plans, and salary reduction
plans).

During a time when there are no apparent limits on direct federal
expenditures, or on "tax incentives," analysis may not need to focus on the
diversity of employee benefits. During a time of apparent limitations,
however, when priorities must be decided upon, careful analysis is required of
each employee benefit: why each employee benefit exists.

III. Why Do We Have Employee Benefits?

The Congress, public and private sector employers, and public and private
sector employee representatives, have historically shown concern for the
welfare of workers, their dependents, and their eventual survivors. This
concern has taken the form of both social consciousness and paternalism. It
has created an effective social contract between the government, employers,
and American workers and their dependents and survivors.

The list of specific values of employee benefit programs that motivate benefit
provision can be found in numerous books, with most industrialized nations
responding to them, and nations such as Japan now striving to establish
employer based programs to complement social employee benefit programs. A
formal employee benefit program can meet needs arising from death, disability,
medical problems, or the desire to retire, in a fair, consistent, efficient,
and certain way.

The nation benefits from employee benefits in many ways:

o morale is improved if workers and their families are relieved of worry
and fear over possible financial disaster from unexpected or unplanned
for events. Retirement, for example, may be unplanned for in the
sense that the individual will not have saved sufficiently to be able
to afford retirement.
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. Social Security retirement, employer based pensions that pay lifetime
benefits, employer based pensions that provide for capital
accumulation, and Individual Retirement Accounts, have all been
established to avoid this problem while seeking to meet the national
goal of allowing retirees to maintain pre-retirement 1life styles.
Experience in this country and in other nations has shown that this
"organized" savings effort 1is essential, particularly at low and
middle income levels.

° Social Security disability, Medicare, Medicaid, employer based health,
life, and disability insurance programs have been established to
protect the working, the non-working, and the retired against
financial disaster.

° The nation achieves work force objectives through the provision of
employer based employee benefit programs. Because workers are
economically able to retire, channels for promotion are kept open;
voluntary early retirements can be encouraged with employer based
programs 1if bad economic times require work force reductions;
productivity and work quality are enhanced, and thus competitiveness,
by strengthening worker identification with the success of the company
through employer based profit sharing programs, employee stock
ownership programs, and stock purchase programs.

[ The nation achieves social stability and popular support for social
programs that favor the poor and those with the lowest incomes through
income redistribution, by allowing middle- and upper-income workers to
build upon the basic level of support the social programs provide
them, with employer based tax-favored employee benefit programs.
Including, for example, health insurance for both active workers and
retirees.

International experience has also shown that a combination of social and
employer based programs 1is the most efficient and effective way to meet
economic security needs and objectives.

As pay-as-you-go social programs such as Social Security and Medicare age, and
as the '"return on contributions" continues to drop, popular support will be
very important. The popular support will be present, even if additional
changes are made to reduce social program benefits to middle- and upper-income
groups--beyond benefit taxation and higher retirement ages--if employer based
benefits are available.

Employer based benefits have now been a part of the work place for the entire
working lives of most of those working today for government, unionized private
employers, large non-unionized private employers, and many small employers.
Employee benefits are viewed by most workers as part of a social contract that
should and will not be abrogated--by employers or the government. This
attitude is the most likely explanation for survey results indicating that
employees today take a good benefit package for granted.



IV. Do Tax Incentives Encourage Employee Benefit Availability?

Expanded employer pension and welfare plans over the past thirty years have
significantly improved the income security of current workers and future
retirees: this development has been possible due to tax incentives. Employee
benefit programs are making a significant dollar contribution to the economic
security of workers and retirees: at least partially due to tax treatment.
The Social Security retirement program paid over $138 billion in benefits to
over 36 million beneficiaries in 1982, over 825,000 employer based pension
programs provided coverage to over 50 million workers, and paid over $76
billion in benefits to over 15 million beneficiaries in that year (Table 1).
Medicare and Medicaid provided $83.3 billion in health protection and private
health insurance provided $76.6 billion.

Table 1

Retirement Benefits Paid: 1982

Program Dollars (millions)
Social Security 138,800
Employer Pensions 76,891
Federal Pensions 19,211
State/Local Pensions 15,680
Private Pensions 42,000

SOURCE: U.S. Department of Commerce, Bureau of Economic Analysis, Survey of
Current Business, July 1983.

Emplover-Provided Pensions

Between 1950 and 1983, the rate of worker participation in employer pensions
grew by over 23 percent; in absolute numbers, employee pension participation
rose by nearly 300 percent. Econometric estimates suggest that, since 1960,
20 to 30 percent of the increase in employer pension contributions as a
share of compensation can be attributed to favorable tax incentives and the
growth of real marginal tax rates.

The tax deferral of employer pension contributions and individual retirement
saving provides important incentives for employers and workers to provide
for retirement income. The increasing importance of pensions as a source of
income projected among future retirees is the direct result of past growth
in pension plan participation among workers. The projected rate of pension
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recipiency among today's young workers (ages twenty-five to thirty-four) is
nearly twice that of workers who are retiring today (see Table 2 and Figure 1).

Table 2

Estimated Percentages of Families
Receiving Pension Benefits at Age Sixty-Five, and

All Families ____ _Married Couples Single Persons
Cohort Percentage Average Percentage Average Percentage Average
Age in to Receive Amount of to Receive Amount of to Receive  Amount of
1979 Benefit Benefit a/ Benefit Benefit a/ Benefit Benefit a/
25-34 71 $12,417 75 $14,541 65 $8,701
35-44 65 11,190 67 12,563 60 8,823
45-54 52 8,656 58 9,621 41 6,496
55-64 37 5,315 44 5,548 26 4,718

SOURCE: Social Security: Perspectives on Preserving the System (Washington,
DC: Employee Benefit Research Institute, 1982), p. 90.

a/ Real dollars are calculated using 1982 as the base year.

Employer-Provided Health_ Insurance

Growth of employer group health insurance coverage among workers and their
dependents has promoted wide access to health care throughout the population.
Health insurance is the most common benefit offered employees in the United
States. In 1982, 76 percent of all workers, and 90 percent of full-time
full-year workers, reported coverage from an employer group health insurance
plan. Most workers (59 percent) have coverage from their own employer plan;
however, 22 percent of workers with employer health coverage- -17 percent of
all workers—-have coverage only as the dependent of another covered worker
(see Table 3). More than half of all non-workers (52.2 percent, excluding
retirees) were covered by an employer group health insurance plan. These
persons included primarily non-working adults and children.

Data collected by household and insurer surveys indicate that insurance
coverage for major health care expenses, and access to health care services,
has risen steadily among the U.S. population since 1960. In 1983, over 66
percent of the nonagricultural wage and salary workers had health insurance
coverage from their employers group health plan--nearly 59 million workers.
Recent congressional concern over lack of health insurance among unemployed
workers and their families suggests that Congress continues to perceive high
rates of private health insurance coverage as a public policy goal.
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FIGURE I

COMPARISON OF PARTICIPATION RATES FOR ALL WORKERS
AND BENEFIT RECEIPT FOR 65-69 YEAR OLDS, 1950-2007

100

Percentage Receiving Pension Benefits:
80 — Married Couples

82%

60 1 Participation Rate

For All Worker's 58%

40

33%

Unmarried Individuals

20

1950 1967 1979 1997 2007

is defined as the percentage of all publiic and

in employer sponsored retirement programs. The
rates of benefit receipt are for families containing individuals age 65-69 (for 1997 and
2007, the percentage for families containing a 67 year old). These families include both
individuals who work and those that have not worked. The percentage of families
receiving benefits inciudes those eligible for benefits from public and private employer

pension programs or Keogh plans. It does not include I1RAS,

SOURCE: Estimates of benefit receipt in 1967 from Socia! Security Administration, Demographic anc
fconomic Characteristics of the Aged, 1975. ICF analysis of March 1980 and May 1976
Current Population Survey data for 1979 vatues. ICF estimates for 1997 and 2007,

NOTE: The pension plan participation rate
private sector workers participating




Table 3

Percent of Workers Covered by an Employer Group
Health Insurance Plan by Level of Workforce Activity, 1982 a/

___________ Employer Coverage L No
Workforce Direct Indirect Employer
Activity Total Coverage b/ Coverage b/ Coverage
Full-time workers 84.1 5.4 8.8 15.9
Full-year 90.0 84.0 6.0 10.0
Part-year 70.0 54.6 15.4 30.0
Part-time workers 59.5 18.7 40.8 40.5
Full-year 63.4 27.6 35.8 36.6
Part-year 57.3 13.7 43.6 42.7
All workers 15.9 59.3 16.6 24.1

SOURCE: EBR1 tabulations of the March 1983 Current Population Survey (U.S.
Department of Commerce, Bureau of the Census).

a/ Includes only civilian nonagricultural wage and salary workers; excludes
self-employed workers and civilian wage and salary workers living in
families in which the greatest earner is a member of the Armed Forces or
an agricultural worker.

b/ Direct coverage is defined as coverage provided by the worker's own
employer plan at any time during 1982; indirect coverage 1is coverage
received as the dependent of another worker in 1982.

The removal of tax preferences for employer health insurance contributions
might dramatically reduce rates of coverage among low- income workers and their
families, among workers and their dependents who experience unemployment
during the year, and among persons who are eligible for Medicaid or Medicare
coverage.

An EBRI simulation of the probable pattern of coverage loss suggests that tax
preferences for employer health insurance contributions strongly benefit
low-income workers and their dependents, provide important economic security
for workers with fragmented employment histories, and reduce the public cost
of health care entitlement programs.

Tax preferences for employer health and pension contributions and individual
saving for retirement are a critical factor in determining worker
participation and coverage. Nondiscrimination provisions in the tax code make
tax benefits contingent on the breadth of the plan's coverage, that is, both
high- and low-income workers must be included in tax-qualified plans.
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Conclusion: partly because of tax incentives, participation in employer
pension and health insurance plans 1is high. Among full-time, full-year
workers, rates of coverage are even higher. 1In 1983, more than 70 percent of
full-time full-year workers were covered by an employer pension plan, and 90
percent were covered by an employer health plan.

Appendix T to this testimony presents tables that show the number of workers
in each of the fifty States and the District of Columbia covered by employer
pension and health programs, IRAs, and 401(k) plans. The tables also present
the average incomes of those covered. Three populations are analyzed in these
tables: first, the total civilian workforce; second, the "ERISA Workforce,"
which represents those over age 25, with one year of service, and working over
1000 hours per year; and those over age 35 meeting these criteria. For this
last population, 72% are covered by a pension, 83% by a health plan, and 28%
have IRAs.

V. Do Tax Incentive Nondiscrimination Criteria Assure Availability at All
Earnings Levels?

Employee benefits are widely distributed among workers and their families at
all income levels. Reflecting the concentration of workers at low-- and
middle-incomes, most workers who participate in employer pension and health
insurance plans are low- or middle-income workers. In 1983, 76 percent of all
wage and salary workers covered by an employer pension plan, and 80 percent of
workers covered by an employer group health plan with their employer and
reporting earnings, earned less than $25,000 (see Tables 4 and 5).

The distribution of IRA savings among income groups also suggests distribution
of IRA tax advantages at every income level (Table 6). 1In 1982, 18 percent of
all TRA accounts, and 14 percent of all IRA contributions, were made by
households with adjusted gross income less than $20,000. More than a third of
all IRA contributions--34 percent--were made by households with adjusted gross
income of less than $30,000. It shows that employer sponsorship does increase
utilization, but there is no evidence that tax preferences for employer and
employee based employee benefits favor only highly paid workers.

VI. Do Pensions Provide Savings?

Pension coverage constitutes the major source of savings for more than half of
current pension participants. While 52.2 million persons, or 56.4 percent of
the labor force, had little or no savings of their own in 1979, 26.8 million,
or more than half, were covered by employer pensions. Since these persons had
incomes just over half the size of those with some savings, pensions appear to
distribute wealth more equally than would be the case in their absence.
Table 7 shows that federal tax law has been effective in encouraging
retirement savings at lower income levels that could not otherwise be expected.

VII. How Much Do Employee Benefits Cost in Total?

Possibly the most often-quoted figures on the level and growth of employee
benefits are those compiled by the Chamber of Commerce of the United States.



Table 4

Employment Coverage and Vesting:
Distribution by Earnings for
Nonagricultural Wage and Salary Workers, May 1983

__Number of Workers (000's)*

Earnings Employment Coverage Total Vested Benefits
Total 80,289 47,372 27,603
$1-4,999 10,014 2,433 358
$5,000-9,999 15,323 5,747 2,023
$10,000-14,999 17,827 10,328 5,484
$15,000-19,999 13,101 9,422 5,874
$20,000-24,999 10,283 8,159 5,641
$25,000-29,999 5,515 4,365 3,048
$30,000-50,000 6,611 5,547 4,072
$50,000 and over 1,615 1,371 1,106

Percentage Distribution Within Income Group
Employment % Covered % Vested
to Employed to Employed

Total 100.00% 59.00% 34.38%
$1-4,999 100.00 24,29 3.57
$5,000-9,999 100.00 37.51 13.20
$10,000-14,999 100.00 57.93 30.76
$15,000-19,999 100.00 71.92 44 .83
$20,000-24,999 100.00 79.34 54.85
$25,000-29,999 100.00 79.14 55.26
$30,000-50,000 100.00 83.91 61.57
$50,000 and over 100.00 84.90 68.50

Percentage Distribution Across Income Groups

% Employ- % of % of Total

ment Coverage Vesting

Total 100.00% 100.00% 100.00%
$1-4,999 12.47 5.14 1.30
$5,000-9,999 19.08 12.13 7.33
$10,000-14,999 22.20 21.80 19.87
$15,000-19,999 16.32 19.89 21.83
$20,000-24,999 12.81 17.22 20.43
$25,000-29,999 6.87 9.21 11.04
$30,000-50,000 8.23 11.71 14.75
$50,000 and over 2.01 2.89 4.01

*Excludes workers without reported earnings

SOURCE: Employee Benefit Research Institute tabulations of May
1983 EBR1/HHS CPS pension supplement.
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Table 5

Distribution of Workers
Covered by an Employer Group Health
Insurance Plan by Personal Earnings, 1982 a/

Workers with Percent of
Employer Percent of All Workers
Coverage b/ Workers within with Employer
Personal Earnings (in millions) Earnings Group Coverage
Loss 1.1 41.2 0.5
$ 1-$ 4,999 29.5 53.3 18.4
5,000- 7,499 10.8 64.6 8.1
7,500- 9,999 9.1 74.1 7.9
10,000- 14,999 19.0 84.7 18.8
15,000- 19,999 14.3 90.0 15.1
20,000- 24,999 10.5 92.5 11.3
25,000- 29,999 6.8 93.6 7.5
30,000- 34,999 4,2 93.0 4.6
35,000- 39,999 2.3 93.0 2.5
40,000- 49,999 2.3 90.8 2.5
50,000- 59,999 1.1 91.1 1.2
60,000~ 74,999 0./ 88.3 0.7
715,000 or more 0.9 86.2 0.9
Total, All Workers c/ 112.7 5.9 100.0
Summary:
Loss-$ 9,999 50.5 59.2 34.9
$10,000- 24,999 43.8 88.3 45.2
25,000- 39,999 13.4 93.3 14.6
40,000 or more 5.1 89.7 5.3

SOURCE: Employee Benefit Research Institute tabulations of the March 1983
Current Population Survey (U.S. Department of Commerce, Bureau of the
Census).

a/ Includes all nonagricultural civilian workers who reported employer group
health insurance coverage at any time during 1982, except workers in
families in which the greatest earner is a member of the Armed Forces or
an agricultural worker.

b/ 1Includes coverage from the worker's own employer group plan or from the
plan of another worker.

¢/ Items may not add to totals because of rounding.



Utilization Rates for Voluntary Contribution
Retirement Programs, Employer

Table 6

or Self-Provided ERISA Workforce, May 1983

Employer
Deferred
Compensa-
tion Plan

Employer
Provided

IRA

TOTAL PRIVATE
Participants
Vested Workers
Noncovered Workers

Unionized
Nonunionized

Size of Firm
less than 25
25 to 99
100 to 499
500 to 999
1000 or more

SOURCE: Employee Benefit Research Institute,

60.
63.
68.
54.

55
61.

62.
49.
63.
58.
61.

41%
34
64
77

.49

98

43
23
59
93
85

33.
33
37
37

22.
36

46
41.
35
31.
31.

02%

.81
.46
.05

18

.64

.38

70

.98

26
49

12

Own IRA: Own IRA:
Employer Employer
Has 401(k) Does Not
Plan Have 401(k)
31.36% 20.68%
32.42 22.84
37.78 27.24
28.56 18.76
30.37 15.82
31.41 22.04
33.84 22.18
25.06 21.13
28.91 20.73
27.53 21.56
34.14 21.38

1983 EBRI/HHS CPS pension supplement.

preliminary tabulations

of May
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Table 7

Savings, Pension Coverage, and Income, 1979

Savings Covered b/ Not Covered Average Annual
Status a/ (in millions) (in millions) Income

No savings c¢/ 26.8 29.0% 25.4 27.4% $ 7,672 56.4%
Some savings 25.9 28.0 14.4 15.6 13,914 43.6
Total 52.7 57.0 39.8 43.0 11,193 100.0

SOURCE: Employee Benefit Research Institute calculations based on Bureau of
the Census, Current Population Survey (May 1979).

a/ Persons are classified as having some savings or no savings according to
whether or not they reported any asset income in the survey. Asset
income includes interest, dividends, rents, and royalties.

b/ Coverage refers to employer plans only both in the public and in the
private sector and does not include holders of IRA and Keogh accounts.

c/ Includes persons reporting negative asset income.

The figures are based on responses to an annual survey of a small number of
employers (fewer than 1,000); the employer sample is not scientifically
selected, and it 1is not weighted to be representative of true national
totals. Nevertheless, estimates based on these data capture a picture of the
general distribution of employee benefits among: (1) 1legally required
employer payments; (2) fully taxable employee benefits; and (3) tax-favored
employee benefits. Disaggregating the total level of employee contributions
reported in the Chamber of Commerce data among these three groups clarifies
the magnitude of tax-base erosion that can be attributed to the growth of
employee benefits.

According to the Chamber of Commerce data, employer contributions to fully
taxable, tax-exempt and tax-deferred employee benefits exceeded 32 percent of
wages and salaries in 1982. Nearly three-fourths of this figure (23.5 percent
of wages and salaries) represented either legally required employer payments
(9.5 percent of wages and salaries) or discretionary employer payments (13.9)
percent of wages and salaries) that are fully taxable. Legally required
employer payments include contributions for Social Security, unemployment
compensation insurance, workers' compensation insurance, and a variety of
smaller public insurance programs. Discretionary employer contributions to
benefits in the Chamber of Commerce data represented 23.0 percent of wages and
salaries in 1982. Of this amount, nearly two-thirds (60.4 percent) were fully
taxable both by Social Security and by the individual income tax. The fully
taxable benefits reported in the Chamber of Commerce data include employer
payments for time not worked (paid vacations, holidays, and sick leave) as
well as paid rest periods, lunch periods, and other paid employee time not
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directly spent in production. Less than one-third of the total level of
employee benefits reported in the Chamber of Commerce data (2/.7 percent)
represent discretionary tax-favored benefits paid by employers. In 1982,

tax-favored benefits totaled 9.0 percent of wages and salaries.

The _Size of Tax-Favored Benefits--Employer contributions to tax-favored
benefits--those that are not taxed as current income to the employee--can be
divided into two groups: benefits on which taxes are deferred and benefits
that are tax exempt.

e Tax-deferred benefits include primarily employer contributions to
retirement income and capital accumulation plans. These constituted
about 4.0 percent of wages and salaries in 1982, Taxation of these
benefits is deferred until the employee withdraws funds from the plan.

e Tax-exempt benefits include employer contributions to group health
insurance and a variety of smaller benefits that include dental
insurance, child care, merchandise discounts, and employer-provided
meals. These benefits constituted 4.6 percent of wages and salaries
in 1982.

Failure to distinguish among the growth of legally required employer payments,

fully taxable employee benefits, tax-deferred benefits, and tax-exempt
benefits has greatly distorted the perception of the tax-base erosion that can
be attributed to tax-favored and tax-exempt Dbenefits. This common

misperception was highlighted by Secretary of the Treasury Donald Regan; his
May 22, 1983, statement to ABC News included the following comment:

"I think that when you look at the way our pension systems, our medical
systems and the like are...running at full throttle, and are increasing
year after year, that sooner or later they're going to have to be slowed
down or else we'll never get these deficits under control.”

The size of tax-favored benefits as a proportion of wages and salaries,
however, is much smaller than such statements suggest. Tables 8 summarizes
the distribution of tax-favored benefits by tax-deferred and tax-exempt status.

VIII. How Much Have Tax-Favored Employee Benefit Costs Grown?

Over the past thirty years, tax-favored employee benefits have grown more
rapidly than wages and salaries, and slightly faster than either legally
required employer payments or fully taxable employee benefits. Consequently,
tax-favored benefits have absorbed a rising share of total compensation. In
the context of strong and increasing tax incentives for employees to demand a
greater share of compensation in the form of tax-deferred or tax-exempt
benefits, however, the growth of these benefits as a share of total
compensation has been remarkably slow. Additionally, the cost of tax-favored
benefits appears to be slowing as employers work to ration scarce resources.

The National Income and Product Accounts data compiled by the Department of
Commerce indicate that employer contributions to major tax-favored benefits as



Table 8

Composition of Employee Benefits by Benefit Group, 1982

Employer Payments Employer Payments
as a Percentage of as a Percentage of

Benefit Group wages and Salaries All Benefits
Total Benefit Payments 32.5 100.0
Legally Required Employer Payments: 9.5 29.2
Social Security (FICA) 5.2 16.0
Unemployment Compensation 1.1 3.4
wWorkers' Compensation 0.9 2.8
Other Legally Required Payments a/ 2.3 7.1
Discretionary Taxable Benefits: 13.9 42.8
Time not worked b/ 9.8. 30.2
Rest Periods 3.8 11.7
Other Taxable Benefits ¢/ 0.3 0.9
Discretionary Tax-Favored Benefits: 9.0 27.17
Contributions to pension and
Profit-Sharing Plans d/ 4.0 12.3
Group Health, Life, Short-Term
Disability Insurance 4.4 13.5
Other Tax-Favored Benefits e/ 0.6 1.8
Summary:
Legally Required Employer Payments and
Discretionary Taxable Benefits 23.5 72.0
All Discretionary Benefits 23.0 61.5
Fully Taxable Benefits 13.9 42.8
Tax-FPavored Benefits 9.0 27.17

SOURCE: EBRI tabulations of estimates produced by the U.S. Chamber of

Commerce, Employee Benefits 1982 (1983), pp. 11 and 28.

Includes government employee retirement, Railroad Retirement Tax, Railroad
Unemployment and Cash Sickness Insurance, and state sickness benefits
insurance.

Includes paid vacations and payments in lieu of vacation; payments for
holidays not worked; paid sick leave; payments for State or National Guard
duty; jury, witness, and voting pay allowances; and payments for time lost
because of death in family or other personal reasons.

EBRI estimate based on Chamber of Commerce report of amount of Christmas
or other special bonuses, service awards, suggestions awards, special wage
payments ordered by courts, and payments to union stewards.

EBR1 estimate of Chamber of Commerce report of employer contributions to
profit-sharing plans.

EBRI estimate of Chamber of Commerce report of employer-paid dental
premiums, merchandise discounts, employee meals furnished by company,
payments for vision care and prescription drugs, moving expenses, and
contributions to employee thrift plans and employee education
expenditures. Tax-preferred benefits are overstated by the amount of
separation or termination pay received by employees but not
distinguishable from other tax-favored benefits in the Chamber of Commerce
estimates.

15
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a fraction of total compensation increased at an average annual rate of 12.8
percent between 1960 and 1982. The long-term growth of tax-favored benefits
relative to total compensation growth is presented in Table 9.

The growth in the early 1970s reflects several factors: the slow growth of
wages both before and during economic recession; employer efforts to improve

Table 9

Average Annual Growth Rates of Major Employee
Benefits as a Share of Total Compensation, 1950-1983

_ __Average Annual Rate of Growth (in percents)

Employee Benefit 1950-1980 1970--1980 1980-1983

Total Benefits 2.5 1.8 2.2

Legally Required
Benefits 2.6 2.1 3.0

Discretionary Fully
Taxable Benefits a/ 1.4 1.2 1.2

Discretionary Tax-Favored
Benefits 4.4 3.0 3.0

Government Pensions 2.1 0 0

Private Pensions

and Profit-Sharing 4.9 4.5 1.9
Group Health 6.3 4.5 6.1
Group Life 2.3 -2.2 0

SOURCE: EBRI calculations based on U.S. Chamber of Commerce, Employee
Benefits 1982 (Washington, D.C.: Chamber of Commerce, 1983).

a/ Vacation time and other time not worked. Calculations based on
interpolations from Chamber of Commerce data for 1980 and 1982.
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pension funding in anticipation of the enactment of the Employee Retirement
Income Security Act (ERISA) and in response to ERISA; net growth in pension
and health plan participation; and sudden increases in the employer cost of

group health insurance benefits. The recent slower growth of employer
pension contributions appears to be 1likely to continue, according to the
most recent employer surveys. The slower growth between 1980 and 1982 of

employer health insurance contributions as a share of total compensation may
reflect the maturation of group health coverage and benefits, as well as
employer efforts to contain the cost of private health insurance plans.

Employer contributions to group health insurance are the fastest growing
component of employee benefits. The expansion of worker and dependents'
coverage under employer group plans, the enhancement of benefits under these
plans, and persistent high inflation in health care costs have all
contributed to the growth of employer contributions to health insurance as a
share of compensation. Between 1950 and 1980, employer health insurance
contributions as a percent of total compensation have risen at an average
annual rate of 6.3 percent. Reflecting continued high inflation in health
care costs since 1980, employer contributions to health insurance have
continued to grow at an average annual rate of 6.1 percent more than the
growth of compensation.

The growth of employee benefits as a form of employee compensation has
attracted increasing attention in recent years chiefly because of a concern
that the growth of benefits occurs at the expense of growth in wage and
salary income. Slower growth of wages and salaries, in turn, implies slower
growth of the tax base. Erosion of the tax base affects the public sector's
ability to finance government programs in general and the Social Security
system in particular. In addition, growth of nontaxable benefits may
generate an important redistribution of the tax ©burden across the
population. These effects of growth in employee benefits, and in tax-exempt
benefits in particular, merit careful attention.

IX. How Much Do Costs Vary by employer?

The cost of discretionary employee benefits varies significantly from
employer to employer. During 1982 total expense ranged from 12.5 to 29.0
percent of total compensation among Fortune 500 firms, and the expenditure

would be lower for very young and small businesses. Table 10, presenting
data for the Fortune 500 and for twelve different industry groups, shows
that significant variation is also found in industries. Analysis of

industry by industry wage and salary levels vary to offset employee benefit
cost variation.

X. How Much Do Costs Vary by Employee Age?

Employee benefits such as defined-benefit pensions and health insurance are
almost always discussed as a flat dollar cost per employee or as a level
percentage of pay per employee. Fmployee representatives, employees, and
employers have been content with this approach since the actual distribution
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Low, Average and High Employer Contributions to Discretionary
Employee Benefits as a Percent of Total Compensation, 1982

Total Worker Total Worker Total Retiree

Retirement 2 Insurance BenefitSE/Dis. § Health 3/ Grand Total

Industrial Classificationsl/Low Avg. High  Low Avg. High  Low Avg. High Low Avg. High
Petroleum § Refining 8.6 11.2 13.9 6.9 9.0 11.2 .7 .9 1.1 16.2 21.1 26.2
Electronics (Appliances) 6.0 7.6 9.2 7.2 9.0 10.9 .5 .6 .7 13.8 17.2 20.8
Office Equipment (includes

computers) 5.1 6.5 7.7 7.6 9.6 11.3 .6 .7 .8 13.3 16.8 19.8
Industrial and Farm

Equipment 7.5 9.7 13.6 7.8 10.1 14.1 .7 .9 1.3 15.9 20.7 29.0
Pharmaceuticals 7.4 8.8 9.8 8.1 9.7 10.8 .8 .9 1.0 16.3 19.4 21.5
Chemicals 10.1 11.6 15.0 8.5 6.8 12.6 .8 .9 1.2 19.4 22.3 28.8
Paper, Fiber and Wood

Products 7.5 9.2 10.3 8.0 9.9 11.1 .9 1.1 1.2 16.4 20.2 22.¢6
Food 8.3 10.0 11.6 8.2 9.9 11.5 .7 .9 1.0 17.3 20.8 24.1
Utilities 7.4 10.1 12.6 6.9 9.5 11.9 1.1 1.5 1.9 15.4 21.1 26.4
Life Insurance 8.1 12.5 15.0 6.0 9.1 11.1 1.0 1.6 2.0 15.1  23.2 28.3
Banks 11.4 13.9 15.0 7.2 8.8 10.0 .7 .8 .9 19.3  23.5 26.8
Retailing 6.0 7.1 7.8 6.2 7.4 8.1 .3 .4 .4 12.5 14.9 16.4
Fortune 500 5.1 9.8 15.0 6.0 6.8 1:4.1 30101 2.0 12.5 20.6 29.0

Source: EBRI calculations of data provided by Hewitt Associates.
1/ Based on Fortune magazine's industrial classifications.

2/ Total worker retirement includes employer contributions to defined benefit and defined contribution
pension plans, and profit sharing plans.

3/ Total worker insurance benefits includes employer outlays to group life and survivor plans, long
and short-term disability plans, and health insurance (including medical, dental and vision plans

4/ Total retiree disability and health includes employer contributions to health insurance and
disability income for retirees.
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employer. As a result, the only attention given to date to actual per
employee cost variation has been undertaken very recently to assess (1)
approaches to health care cost containment and (2) possible disincentives to
hiring or keeping on older workers. These recent studies show very
significant cost variation by age (Table 11).

Does this cost variation matter as a matter of tax policy? I would suggest
that the answer would be yes if employee benefits were to be subjected to
income tax or FICA tax. Yet, it is an issue that has been ignored in all
analysis undertaken to date. For example, during testimony before this
Committee on June 22, 1983, the Administration's witness analyzed the proposed
health care tax cap only as an issue of income levels, not of age. When asked
by Senator Bentsen if it would not have an age discrimination effect,
Assistant Secretary Rubin responded: "No, because those costs are spread over
the entire company. So it amounts to somewhat inconsequential in terms of
dollars-per-worker over the entire company."

Yet, let us assume that the Bradley-Gephardt "Fair Tax Act"” is adopted and
these benefits are fully taxable to the employee. Will the young worker be
willing to pay tax on an average amount when it is known that the actual cost
for him or her is only 70% of that amount and that for an older low paid
worker it may be nearly 225% of the average? Will this form of tax "inequity"”
be allowed to exist? If it does will any young people want health insurance?
And, if it doesn't, will older workers be able to afford to have health
insurance?

The present approaches to health insurance pricing and delivery were developed
in the tax environment that we have today. A major change in that environment
will have a major affect on those approaches and structures. Nearly all of
the government and academic research done on this subject to date assumes that
these factors will in no way change and that human behavior will not change.
This assumption is contrary to over seventy years of experience with employee
benefits under the tax code.

Does this say that the tax treatment of employee benefits should not be
changed? Not necessarily, but it does say that we must do far more--and far
more complete--analysis than has generally been done thus far.

XI. Tax Preferences and Federal Revenue Losses: The _Concept of Tax
Expenditures

Since enactment of the Congressional Budget Act of 1974, the Treasury
Department has been required to compile annual estimates of tax expenditures
resulting from "exceptions to the normal structure" of the tax code.

Deferred taxation on pension contributions and investment earnings and tax
exemption of other employee benefits produces what the law defines to be a tax
expenditure. These estimates are important to an employee benefits policy
discussion because they are frequently used as estimates of the revenue the
government could raise if particular provisions of the law were changed.



Table 11

Summary of Cost Factors by Age for Use in Costing Benefit Plans

Defined Benefit Life Insurance
Medical Cost Cost Factor as Cost as % of
Factor as % of % of Average Pay for One
Age Group Average Cost Cost Times Pay
Under 30 80.0% 23.0% 0.1%
30-34 80.0% 33.0% 0.1%
35-39 80.0% 48.0% 0.2%
40-44 80.0% 69.0% 0.3%
45-49 100.07% 100.0% 0.6%
50-54 112.5% 146 .0% 1.0%
55-59 125.0% 216.0% 1.5%
60-64 160.0% 323.0% 2.3%
65-69 225.0% * 2.3%

SOURCE: The Costs of Employing Older Workers (Washington, DC: U.S.

Note:

Special Committee on Aging and the Employee Benefit Research
Institute, forthcoming).

Same life insurance cost 1is assumed for 65-69 as for 60-64
because it 1is assumed that the benefits will be reduced to

equal cost; regulations allow a 30% reduction.

If benefits are not reduced, assume costs at 65-69 are about

30% higher.,

Defined contribution costs are the same by age.

Pension costs are determined on the basis that retirements are -

at age 65 or current age is greater.

20
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The government recognizes the shortcomings of these estimates and publishes
warnings about the use of tax expenditure numbers:

e Estimates assume no other changes in the tax laws.

» Estimates assume no change in taxpayer behavior if the law is
changed- -even if this is the only provision changed.

Economists refer to this as "partial equilibrium” analysis. This means that
most of the real world is assumed away so that rough estimates are possible.
As a result, these estimates suffer as guides to policy. Therefore, they must
be used with great care. Analysts cannot, for example, legitimately use the
numbers to indicate that elimination of favorable employee benefit tax
provisions would produce $X of additional revenue for the fisc or $X for the
use of such programs as Social Security, health insurance for the unemployed,
or Medicare.

XII. How Much Do Benefit Plans Cost the Treasury?

The total estimate of tax expenditures for employee benefit programs--social
and employer sponsored--totaled 91.4 billion dollars in FY 1983. IRAs and
plans for the self employed added another 10.3 billion. Appendix II provides
a full list of the tax expenditure estimates.

Because of the tax-deferred status of pensions, estimates of how much they
cost the Treasury--how big the tax expenditure is--are wide ranging: from $28
billion to $56.9 billion for FY 1983,

The wide variation in these estimates and in year to year OMB estimates can be
attributed to the following:

e Frequent changes by Treasury in assumed tax rates.
® Recent changes in the universe of plans included in the estimates.

e Differences in the methodology used to calculate the
partial-equilibrium tax expenditure estimates.

As noted, all of the available estimates overstate what could be gained by the
fisc if all tax preferences for pensions were eliminated:

e Part of all pension tax expenditure estimates is the deferral of tax on
the full value of contributions. Yet, if these amounts were paid as
direct compensation, some portion of it might still be sheltered from
tax under other code provisions.

e Part of all pension tax expenditure estimates is the deferral of tax on
investment earnings. Yet, investment of these funds in tax-exempt
municipal bonds would lead to no tax revenue ever, and investments in
real estate, equities, or bonds would allow the deferral of tax for
very long periods. In fact, if invested in housing, an increasingly
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large portion might escape tax altogether due to the capital gains
exclusion for those over age 55.

® Recent contributions to the literature debate methodology. New methods
which wuse a lifetime estimation approach are better that the
traditional cross-section approach. But to be comparable to other tax
expenditure categories, these lifetime estimates cannot count future
interest on what some have classified as the tax free loan from the
Treasury.

Numerous other shortcomings of using tax expenditures as a basis for decision
making have been pointed out by various economists, politicians, and actuaries.

Private retirement program tax expenditures form the single largest category
of tax expenditures in the federal budget. They arise from the deferral of
taxes paid on: (1) pension and retirement saving contributions; and (2)
earnings on these contributions. Tax deferral of pension and retirement
saving contributions represents deferral of current revenue; taxes are paid on
withdrawals from the funds after the worker retires. 1In a lifetime context,
however, gross federal revenue losses are significantly lower than current
revenue deferrals. As much as 72 percent of the real (i.e.,
inflation-adjusted) value of taxes deferred during pension participants'
working careers is ultimately repaid in retirement income taxes (Table 12).

Treasury tax expenditure statistics overstate the proportion of current tax
deferrals permanently lost to the Treasury. Treasury statistics imply that 83
cents out of every deferred dollar is permanently lost, with the other 17
cents accounted for by current tax payments by retirees. When examined in a
lifetime context, the proportion of deferred taxes lost to the Treasury ranges
from 14 cents out of every dollar to 40 cents, depending on whether or not one
adjusts for inflation and interest on deferred taxes and the interest factor
used.

Employer contributions to group health insurance are the fourth largest tax
expenditure in the 1985 budget. These contributions are exempt from Social
Security, corporate income and individual income taxation.

Tax expenditure estimates are a poor guide for setting either federal tax
policy or federal retirement or health policy. Nevertheless, the high tax
expenditure estimates for pension and group health insurance plans continue to
attract public attention and critical appraisal of these plans' tax-favored
status. Measurement of current versus lifetime tax revenue losses, however,
is only part of the task of evaluating tax preferences for employer pension
contributions, retirement saving, and employer-sponsored health insurance.

Tax laws favoring employer retirement and health insurance plans and statutory
provisions for other benefits were enacted under the premise that the broad
coverage of workers and their dependents under these plans is desirable social
policy. Employment practices have developed surrounding these
programs--principally retirement, savings, health, life, and disability--for
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Table 12

How Much of Pension-Related Tax Deferrals is Lost to the Treasury?

Taxes
Method Used Taxes Lost Deferred
Treasury Method 83% 0%
Lifetime Method:
Nominal dollars a/ 14 86
Real dollars b/ 28 72
Discounted for interest: ¢/
at pension rate 40 60
at federal rate 36 64

SOURCE: Sophie M. Korczyk, Retirement Security and Tax Policy
(Washington, DC: Employee Benefit Research Institute,
forthcoming).

a/ Before adjusting for inflation.

b/ After adjusting for inflation.

¢/ Interest rate used to discount taxes paid in retirement to
the year of retirement.

decades. Further, workers and their families have come to depend upon them
and to expect them. A change in the tax treatment of these programs must be
recognized as a fundamental change in the social contracts of our society.

While this does not say change is impossible; it clearly argues for a public
and well informed debate. Few of the over 150 million Americans who depend on
these programs have any awareness that change is even being discussed. And
all in the government must recognize that enactment of basic tax reform
proposals would include fundamental change in the tax treatment of employee
benefits.

XITI. New Forms of Employee Benefits

The growth of new tax-favored employee benefits has come under close scrutiny
due to concern that they might represent further erosion of the tax base. In
fact, employers often have independent motivations for setting up these
plans. The growth of new benefits--in particular, Section 401(k) salary
reduction plans and Section 125 cafeteria plans- -generally represents an
effort by employers to contain the employer cost of tax-favored employee
benefits. Introduction of child-care programs is an accommodation to the
growing number of working mothers, particularly single heads of households.
For the latter group, this benefit may be the only thing that makes working



24

possible. TIf they couldn't work, a direct public social expenditure would be
more likely.

Rising employer pension costs have prompted several innovations in the design
of retirement income plans. Section 401(k) plans, authorized by the Revenue
Act of 1978, have become an increasingly popular tool for controlling employer
pension costs. Employees are able to supplement employer contributions to a
Section 401(k) plan with tax-deferred contributions of their own.

This allows employers to contain their retirement plan costs. In general,
Section 401(k) plans probably represent a net reduction in employer pension
contributions relative to the level that would be required to ensure adequate
retirement income with lower employee retirement saving.

Section 401(k) plans also reduce the employer's projected cost of indexing
retirement benefits. Although pension benefit increases are seldom automatic,
most employers provide ad hoc cost-of-living adjustments for current
retirees. Under current law, sponsors of defined-benefit pension plans cannot
reserve funds against future ad hoc cost-of-living increases, even in cases
where the plan has a clear history of providing those increases. Ad hoc
increases, therefore, are funded from current contributions, or offset against
actuarial gains, or added to the plan's unfunded liability.

Section 401(k) plans—-and other defined contribution plans--represent a way to
provide employees with some inflation protection in retirement at
substantially lower cost to employers. Defined contribution plans are
automatically indexed, since the asset value of the plan generally rises with
inflation. Inflation reserves, therefore, accumulate automatically.

Section 401(k) plans also meet the demand for retirement income security among
mobile workers and workers with intermittent labor force participation.
Employee contributions to Section 401(k) plans are, by 1law, fully and
immediately vested. Short-tenure workers, therefore, may be better served by
401(k) plans than by more traditional plans. These workers, and workers with
intermittent labor force participation, are protected because they can "roll
over"” the accumulated contributions and earnings of the plan into a
tax-deferred Individual Retirement Account. As a result, Section 401(k) plans
may particularly benefit young workers with high labor-force mobility and
women who may leave the labor force for protracted periods.

The growth of cafeteria (or Section 125) plans also reflects employers'
efforts to control the cost of employee benefits. Generally, the primary
motive of employers in establishing a cafeteria plan is the containment of
employer contributions to health insurance and to make workers more sensitive
to health costs. 'Mature" cafeteria plans can be characterized as those which
have broken the automatic link between inflated health care costs and employer
support for health insurance coverage. Cafeteria plans encourage employees to
elect less generous health insurance coverage and substitute other
benefits—-both tax-favored and fully taxable benefits--for generous health
insurance coverage. Like Section 401(k) plans, cafeteria plans enable
employers to meet the benefit needs of an increasingly diverse work
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force--including young workers and women--while controlling total benefits
costs.

Cafeteria plans have emerged and matured despite the fact that regulations
were only recently promulgated. Alleged abuses in the design of some
cafeteria plans have recently been dramatized. Cafeteria or flexible
compensation plans plans may include a reimbursement account or flexible
spending account; but broad based plans are not synonymous with, or dependent
on, flexible spending accounts. Where the government believes abuses exist,
limits or guidelines for the use of benefits within cafeteria plans have been
set on at least a proposed basis. Examples of possible abuses within
cafeteria plans should not obscure the overall efficiency of these plans and
their cost advantages for both employers and employees.

XIV. Revenue Implications of New Forms of Employee Benefits

Many observers of the emerging changes in employee benefit plans have claimed
that the development of new forms of employee benefits merely represents
further tax-base erosion. These claims, however, have often been made with
little or no supporting evidence. There are several reasons to believe that
the growth of nontraditional benefits--in particular, Section 401(k) plans and
cafeteria plans--may actually reduce further erosion of the payroll and
individual income tax bases.

While employer contributions to traditional pension plans are entirely tax
deferred, employee contributions to Section 401(k) plans are taxable by Social
Security. Employers have favored Section 401(k) plans as a means of reducing
the level of contributions they might have to make if they offered only a
traditional pension plan. If the growth of Section 401(k) plans does, in
fact, substitute for the growth of more traditional pension benefits, they
would represent an addition to the current payroll tax base.

The growth of cafeteria plans also implies potential growth of the payroll and
income tax bases. Cafeteria plans typically include a menu of taxable and
tax-favored benefits. Cafeteria plans encourage employees to elect less
generous health insurance coverage, and substitute spending for other
benefits--both taxable and tax-favored--for tax-—exempt health insurance
spending. As a result, these plans do not necessarily represent erosion of
the tax base.

XV. Conclusion

Tax laws favoring specific employer retirement and health insurance plans and
other statutory employee benefits were enacted under the premise that
extensive coverage of workers and their dependents under these plans is
desirable social policy. The growth of worker coverage by pensions and health
insurance has been strongly encouraged by the tax advantages accorded these
plans and by the the needs of workers and their dependants and survivors for
economic security.



26

Analysis of the distribution of coverage and vesting by earnings category
indicates that pensions are broadly distributed among lower and middle income
workers: 76 percent of all nonagricultural wage and salary earners covered by
a pension earn $25,000 a year or less. Similarly, 70 percent of all vested
benefits belong to nonagricultural employees earning $25,000 or less.

May 1983 EBRI/HHS survey data also show that women are gaining pension
entitlement in greater numbers than ever before. Among those women meeting
ERISA standards for plan participation, coverage expanded by 2.2 million
workers since 1979 and nearly 1.3 million more women became entitled to
pension benefits at retirement.

1983 survey data also shows that the tax law has been successful in spreading
health insurance coverage across the income spectrum, with over 80 percent of
those with health insurance earning less than $25,000 in 1983.

This government policy success should be a matter of national pride. There
are many different types of benefits--each must be carefully evaluated. They
must be judged against both social and economic criteria--the costs and the
benefits. The favorable tax treatment allowed them may not be crucial to the
existence of some benefits--but it is essential to the provision of employee
benefits at all income levels.

Other nations now seek to match the success of this nation in developing a
true public and private sector partnership in meeting economic security
needs. Employee benefits do not cost the Treasury as much as some charge- -but
evaluation of whether it may be to much is a desirable and legitimate function
of the Congress. Were employer-sponsored benefits to disappear, however, one
could expect higher rates of elderly poverty, greater demands on social
programs, heightened strife among generations, and tens of millions of
surprised and disappointed Americans.



EMPLOYEE PENSION AND HEALTH PLAN COVERAGE BY STATE

SOURCE: EBRI tabulations of 1983 EBRI/HHS Current Population Survey May
Pension Supplement.
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1963 EBRI/S CURSENT POPOLATION SURVEY NAY PENSIOM SUPPLEMENT

ENPLOYEE BENEFTT UTILIZHTION
! CIUILIAN MORKFORCE | WERAGE INCDME | PINSION COVERRGE |  ZCOVERER | AVERAGE INCOXE

Totaluseneeeereanes : 93,%3,81:  §15,%0.27 | 51,530,197} AT $19,490.07
STRTE ! : : ! !

LB aeeee e erene 1,412,000) 14,6047 ! 674,932 a0 17,942
ALASKR. v eeeeeeerees : 169,352,  23,868.26 ! 81,745 9. L 26,542
ARIZ0M v eveeeenen ' 1,208,314 16,4170 54, 6321 87 L 19,7607
ARKANGAS. .o veeeens : 892,638 11,5283 ! 78, 4211 702 0 14,386.59
CALIFORNIR. ... ... ¥ 10,552,286  18,168.23 ! 5,418, 747! 5.6 0 21,%5.41
COLORAB. oo ol 1,461,703 17,061.65 714,540 8.8 | 21,705.48
CONMECTICUT. ... v 154,790 18,8837 81,2114 58.17 C 22,258.68
DELAHARE ... veeeeees : o7 oeet 16,7104 173,691} .65 1 19,5473
DISTRICT OF COLIMBIA! 2,714 17,946 136, 984! sed L 19,247.88
FLORIB. 2 vveeeeenen : 4,506,600 13,4809 | 1,793,35! .79 L 16,031.38
CEORGIRvaveerrnnne ' 243,688 1,89 ! 1,176,845 8y 17,195
A R ! a,799 16,015 ! 257, 399! .67 0 19,3315
TIAHD. ceeeeeenenens ! 6,062 1526351 ! 184, 927! 56.41 L 19,410
ILLIMIS. e ereessnene : 4,967,743 1760074 ! 2,786, 505! .60 L 21,340.21
TNBIAMR. ... eonvsenes ! 2,204,353, 4,7%65.018 ! 1,266, 161} 54.95 0 17,3715
FMR.eeeeecerensnnns : 02284630 14,3988 ! 544, 2681 .45 0 16,%29.%
KANSHS v vvnereeenne ; 1,49, 375 4,71E 597,713} 9.8 ¢ 1790
KENTUCKY vveeeeenens : 1,523 13,%441 798, 125} 52.64 L 17,185
LOUTSTAM.veeeneens : 1,520,105 14,7R.59 ! 673,063! 445 0 18,434.00
BN veeeeereenne : 53,63 13,125 ! 251, 164! 2.3 L 16,2157
BRTLAR veeeeeene : 2,009,861 18,461.43 ! 1,211, 653! 6.3 o 21,874.03
MASSACHISETTS. ... 2,653,158,  16,368.66 ! 1,499,131} .05 0 18,344.66
NICHIGRN.oeeeeerenns ! 3,804,438 16,0098 | 2,186, 788! 7.03 L 19,764.13
NIBESI TR e e e : 204,271 WPLH 948, 347! 46.41 L 18,175.15
HISSISSIPPL.....nnes ! w5415 W3 463,877: 545 0 17,500.60
HISSOR e aeaeeeeens ! 2,108,437 14,619.46 1,067,483; 49.% L 18,284,100
HONTA veeeeenne : uL4%% 13,9389 ! 129, 6541 7y 18,39.%
NEBRASK . e veeeenees : As e 15747 313, 3821 w1 15,M.5
HEURBR. v e e o 5,01 16,6%.75 276, 453! 49.68 L 20,0546
HEM HARPSHIRE........! HOTTS 14,95 222,9731 .4 18,468.86
MEM JERSHY.eeeenrnns ! 321,18 7, 1,833, 111} w9 2,913
NEM MEXICO.enneee : 538,1190  {5,02.49 | 252,781 6.4 0 15,093.48
MM YORKvaeeneereee : 2,7 16,1906 4,033,389 7.5 L 19,916,233
NORTH CAROLIMA......! 2,637,459 13,5647 ! 1,3%5,5%! 49.58 L 16,608.67
MORTH BAKOTR........ : 273,672 13,6485 | 105, 164! B3 18,3776
BHIuseeeeensssnnnes : 4,660,579 1616208 ! 2,83, 462! 68,86 Lo 19,416,101
OKLAHIM. oeeeeeeene : 1,304,765 15,80.% | 529,199 w2 L 20,4619
ORECD.venenerenene : 1,212,738 15,7808 | 623, 292! 51.48 C19,517.86
PEMNSYLUBMIA. ... : 997,542 15,178.67 2,815, 181} .98 1 17,983.65
RHBE ISLEE........ ! 41074 13,213.88 ! 216, 508! w69 ) 16,1688
SGUTH CAROLIM......! LI, e ! 557,461 0.3 L 15,666.63
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1983 CERI/HHS CURRENT POFLATION SURVEY MAY PERSI(M SUPPLEMENT

PLOYEE BENEFIT UTTLIZATION-Cont imved

! : : : :

' CIVILIAM WORKFORCE | AUERACE INCOME | PENSION COUERMGE | X COVEREB | AUERRGE IMCRE
STRTE ! ! ! | |
SOUTH DRKOTA........ : 6,577 $13,342 149,708} 5.8 1 $16,091.66
TEMMESSEE. v vvveenes : 1,917,910 16,095.64 ! 1,104, 164! 7.9 1 19,9%.13
13 TRTTR ! 6,799,184  17,068.25 | 3,138,359! 6.2 L 99
UTAH. «eeeeeennnmeens : 62,4830 4872 307,062! 19.10 L 19,0473
UERMONT. ...vvvveeene ! 7,05 12,8708 | 118,869 .03 1 15,8511
UIRGINIR. s cuneeenens! 2,610,404 16,9420 ! 1,563, 99! 59.91 28, 143.66
WASHINGTON. .. ...veeo ! 1,69,229)  16,319.9 | 319,399 4.3 K
MEST VIRGINIA.......} 669,238 13,918.09 ! 378, 752! 36.59 L7175
NISCOMSIN. . vvemeees ! 2,075,7  l44.64 1,704,692 S L 18,593.45
WYONIMG. .. eevveeeen ! a7 15,7109 99,2341 6.3 0 8,550.%




1983 ERRI/HHS CURRENT POPULATION SURVEY MY PERSION SUPPLENENT

ERPLOYEE. REMEFIT UTILIZETIOR
¢ CIVILIAN | AVERAGE | TOTAL IRA'S i% MITH IRA'S | AVERRGE ITOTAL 401K’S !X WITH 401K°S!  AVERAGE
| OMRKFORCE | INCOXE ! S S : LI
Totaleerererennnnns D99,%3,8210 $15,960.27 | 16,712,830  16.89% | $23,M6.05 ! 2,783,400 2731 ! $25,036.%
STHTE . : | : : : ! :
ALABAMR. ... DoOLA12,8800 1460437 0 107,530 7.61 | 22,279.%6 | 8,537! 68 11,713.00
BLASKR. v veeeerravane L169,3520 23,868.%6 | 26,9740 1587 0 28,45.15 ! 5,890 3.4 ! 31,849.83
BRIZOM..correenenet  1,220,3140 16,4070 © 152,996 1233 | 25,260.42 ! 7,538 306 | 26,7994
ARKANSRS .. vvvennee P eI 11,562.23 ! 9,570 0.4 ! 18,783.76 ! {1,490 L.29 | 22,00.24
CALIFORMIR. ... ..o Co10,5R,2060 18,168.23 1 1,786,780 1693 | 25,2446 | BLIW L1 1 27,128.62
COLORAED............ 1,461,703 17,061.65 | 2761870  18.89 1 23,465.61 ! WAT L0 ! 23,9802
CORMECTICUT. ......... Doo1,514,7910 18,858.37 95,3040 19.49 1 26,132.23 | 6,480 06 1 29,6617
JELOHARE. ... L6 16,710.28 4,595 1508 ! 29,8%.75 | 5,043 L& ! 29,794
BSTRICT OF COLUMBIR!  262,714! 17,209.46 | 2,959 .6 ! 2407 ! 3,978 L3 ! 28,630.87
FLORIM. .o 46,6200 13,487.39 1 44,8140 1054 19,2547 ®,0070 LT8¢ 22,6531
CEOREIR. eeeeeennee D243 608 13,8298 0 B9 163 0 22,8205 | 5,97 218 ! 18,15L35
HAMATL.eeeeeeeessees L AN, 16,0315 75,5660 1605 | 23,4851 ! 3,991 851 19,483.89
0. ..vvereneenns P OM%6,8620 15,2635 | 67,4680 19,39 ! 21,%5.92 ! 50790 L4 ! 12,616.00
ILLINOIS. v vevneenes D4 1760074 1 1024730 2LOL 1 23,743 1 1M,680 400 @ 25,1303
INFAM. ...vveeneen DM, M, 76508 1 M4 1495 0 19,642.88 7,480 L0 L 25,2072
T0HB.eeeeenenneeens L1, 463 14,788 0 9L 15T ) 18,595.01 7,345 #3355
KRR, . vnveeenns DOLM,E 4,710ST L 19,2530 1843 1 19,652.47 ! 674 23 L 2,385
KENTUCKY. e DoO1L,M5,29 13,9441 0 1BLETT 1332 1 21,568.29 | 16,93 L& ! 29,126.%
LOGISTAMR...........!  1,520,185! 14,750.59 ! 174,591} L& | 18,763.%4 ! 21760 191 1 22,367.65
M. eeennnneeenns DSH,6 13,1955 ! 65,890 1240 ) 19,113.43 | 7,004 L3 ! 24,7162
MRTLANE. ..ovveee Coo2.089,8610 18,461.43 | 477,280 279 | @7,870.82 ! 63,4760 306 1 25,313.59
MASSACHUSETTS........  2,653,158! 16,368.66 |  437,2060  16.48 | 23,212.18 ! Wl 3T L 2,5
NICHIGR. ...t 3,034,4380 16,089.18 | 747,0140 1948 § 20025 1 1,56 2.62 | 25,090.69
AIMESOTR. ... N TV RN~ XY B YA LR v TR W &% I 6,520 2% | 19,7909
NISSISSIPPL........ PSS 14,3078 0 07,0280 1182 26,37L.% ! 16,54 L3 19,916.88
MISSOURL. ...vveee D10 437 14,619.46 | 354,430 16.25 | 21,419.62 ! W01 &7 ! 5,M9.18
AT, e CHL,4990 13,983.89 ! 7ML 1.9 24,9763 ! 9,069 .66 ! 20,25.73
MEIRASKA. ... LTS, T04 12,567.87 ) W37 139 ) 15,3145 | 066 13 1 16,392.85
1 T L5, 16,65%.73 61,4050 1228 ! 2193074 18,49 226 ! 21,%46.88
MW HRMPSHIRE........  418,775: 14,384.99 ! e 176 #1551 ! 7,670 L& 1 28,414
SEH JERSEY.......oe. DOL,B80 17,7843 0 719,60 2168 ! 2604036 ! 0,88 69 1 29,8931
MK MERICL.......... PoS® U190 15,008.49 rEAt R % SRR NE-A TR 16,43 L8 ! 2,519
MK YORK......onee L7707 16,719.06 ¢ L4700 .7 ) BTS84 1 27,9908
WORTH CAROLIMA....... 2,657,459 13,568.47 | 254,710 1335 | 21,588.84 ! 4,007 LS L 24,1316
NETH BKOTA. ....... D IETR 13,6905 %359 152 15,86 ! §,4%) L0 ! 9,648.24
1 D46Es, 5T 16,160.08 | LIS AL ) BI97M1 ¢ 3,260 307 ! 24,047.68
GHLEHOMR............ CooLe 768 15,8999 1 13,2120 8.8 ) 21,5%.48 ! 1,089 25 ! 17,944
.............. L2278 15,7875 1 29,09 18.% 1 2,307 008 A8 ! TR
PEMSSTLUARIA. ....... Co4857, M2 15,7887 1 LR 197 ) RLBI6M48 1 M7 B9 ! 2L
RHOEE ISLAME........ P07 13,213.83 79,038 193 ! 18,58.71 ! R TR ST

1 §




1983 EERT/MHS CURRENT POPULATION SURVEY MEY PENSIOR SUPPLEMENT

-2 -

ENPLOYEE BEMEFIT UTTLIZHTI-Coutinoed

] : ! : : ! ! =

COCIVILIAM ! RUERRGE | TOTAL IRA'S T WITH IRAS | AUERAGE !TOTAL 481K'S |2 WITH 401K'S!  AVERRCE

| MORKFORCE | INCOE : OINE ! ! LN
STHTE ; : : : '. : ! :
SOUTH CARGLIMA......} 1,750,1110 $12,863.77 ¢ 71,791~ 5.320 | $19,113.04 | 2,45 LS 1 $17,789.18
SOUTH DAKOTR.........  306,577% 13,324.42 ! Q59 A 17,1849 570 L8 | 23,2
TENMESSEE. .vvveenn L 1,017,2911 16,095.64 1 2401660 1253 1 26,854.5 ! B0 LY L 24,5454
1137 TTTTTITR GGG 17,068.25 | 1,144,859 1686 1 26,5409 | BL1R L4 L HELA
UM ereeeererenenns 65,4830 14,8072 79,78 1T 4 21,397 ! 6,7H 42 1 23,1879
UERMONT. .. vsveeeens D 232,95 12,807.08 ! 7910 1365 1 18,4814 ! 5,09 A5 ! 14,119.93
UIRGINIA. .eeereseens o210 4840 16,024.21 1 5,143 L% 1 &5,%3.02 55,1290 a1l 1 24,4244
MASHINGTON........... D1,6%,3090 16,3199 ¢ @Rl 1528 1 2L,%5.3 ! 702 44T L R, M7.09
4EST UIRGINIA...... L 669,380 13,9189 1 SB,6 G771 18,1445 12,9 1.9 1 17,460.04
HISCONSIN. ... a7 N M LG4 T 4R35 LA L 22,6609 59,783 258 | 23,278.79
WIONING. . eeseeeens a7 1570005 1 LI 1488 1 25,4675 9a71 428 26,007.48




1983 ERRI/HHS CURENT POPULATION SURVEY MEY PERSION SUPPLEMENT

T S

ENPLOYEE BENEFIT UTTLIZHTIOR
! CIVILIAN MORKFORCE | AVERACE INCOME  PRIMARY HERLTH PLAN | T WITH HERLTH PLAN |  AVERAGE INCDME

11157 PP 98,9%3,821)  $15,%.27 ! 59,041, 441! 59.662 ¢ $19,332.44
STHTE ! : ; : :

AR, ...eeenenns ! 1,412,808! 14,6047 ! 774,513! 8 1 17,340
RLASKR. veeerseeees ! 169,752 23,868.2%6 | 93, 161! 55.01 L 27, 9.61
ARIZIMR. o.c.veeeees ! 1,008,3140 16,1478 ! 634, 385! 6.2 1 2,435.16
ARKAMSES..... ... : g92,6380  11,%2.23 ! 431, 437! .33 P 13,866.56
CALIFORNIR. ..., : 10,552,286  18,168.23 ! 6,399, 558! 0.5 12,7635
COLORABD. ..vveenenns : 1,461,703 17,0665 ! 766, 589! .4 A5L1R
COMMECTICHT........... ! 1,514,790 18,887 ! 953, 953! 6.1 L5162
BELARARE. ... v : a7, 16,7108 183,034! 6602 1 28,2155
MSTRICT OF COLUMBIR: AT 17,3946 158,379 63,29 L 19,0013t
141 . : 4,506,620 13,480.39 2,336,052 SLeE 15,9423
BEOREIR. . vveeenenne : 2,432,688 12,8938 1,458, 845! 964 1647064
3 A : 20,799 16,03L15 293,912 6.43 1 18,860%
i IR | 36,9620 15,6351 ! 216, 208! 5.3 L 18,584.26
TLLIMIS. vnveeeenns : 4,867,743 17,6074 3,281, 410! 63.77 L 2861708
IR, ... ot 2,204,353 4,758 ! 1,414,532} L9 1 18,2733
T, .eveeeveeeeens : 1,278 4630 14,3888 ! 618, 163! 9.67 0 18,8515
KANSAS. vereeerennene ! 1,049,375 W71 ! 576, 934! .98 ! 18,4855
KENTUCKY. .o eee e : 135,239 13,9440 ! %06, 543! 59.% L 16,486.%
LOISIAM. .......... ' 1,528,050 14,7959 ! 856, 594! 5.71 1550714
L SR ! 53,630 1,105 11,677 %.85 ! 1591077
MRV, o eeeevenee ! 2,009,861 1846143 1,247, %41 62.09 7 )
MISSACHUSETTS. .. oo 2,653,198, 16,38.66 1,678,139 .95 L 19,420.26
KICHICRN. ..o ! 1,94,4380  16,089.18 2,738, 7261 .99 1 28,457.46
HIMMESOTR. oo vnes ! 204,710 14,3208 1,046, 886! L7 19,166.23
NISSISSIPPL......... : %5417 4,37 517,832! 57.18 L 16,46.68
MISSORL.eererennns : 2,180,437 14,619.46 | 1,223,691 .02 1 18,1403
MONTAM. ceeee e : U1,4990 13,9389 128,520 37.63 L 19,4005
HEBRASKR. v eveene : 75,7040 1256087 347, 126! 9.9 1 15,5984
NEUAB. ceeeeeesennne ! #5291 16,6%.75 383, 788! 6.5 1 18,3506
HEW HRNPSHIRE........ | 3,750 4,9 247,532 .11 L 18,6938
M JERSH. e ! 1,221,398 17,7704 | 2,136, 953! G 2106400
N MEXICD.....eens : 538,119 1580849 275,217 SL4 1 18,40L.10
NEM YORK. cvvveeennns 7,007,157 15,719.86 4,592, 845! .5 1 19,719
NRTH CAROLIM.......| 2E57,459 13,5047 | 1,675, 283¢ .4 1 16,713
MIRTH BKOTR........ : 279,672 13,6405 | 112, 634! 41.16 U RT. %
HIuveerrenceennns ! 4,560,579 1616208 ! 2,987,434 54,11 L1975
LA, ... v ! 1,304,765 15,09.%4 656,891 ! 49.10 L1991
OREGM. oeeeerennene ! 1,212,780 15,7808 718,674 9.2 C18,%2.50
PEMISTLURNIA. ....... : 4,857,920 15,1787 3,134,437 653 1 18,060.63
RHODE ISLAAD........ : 1,074 13,383 246,593 09 1 15,386
SOUTH CAROLIM......! 1,390,110 12,0637 792,912! %.73 L 14,540.83




I

1983 ERRI/HHS CURRENT POPULATION SURVEY MAY PENSION SUPPLENENT
EMPLOYEE BEMEFIT UTILIZHTION-Conlimved

! CIVILIAN WORKFORCE |  AERAGE INCOME  PRIMARY HERLTH PLAN | % WITH HEALTH PLAN |  AERRGE INCONE

STHTE : : : : !

SOUTH DAKOTR......... : 06,5770 $3,34.2 149,853} 5.9 L 1
TEMMESSEE. ovvevesn : 1,917,900 16,095.64 | 1,201,478! .67 1 18,499.87
13 TR ! 6,799,104! 17,0682 ! 3,%5,203! 57.51 L 8,18
UTH eeeeeeseneens ! 6254030 14,8%.72 ! 335, 463! 5.6 L 19,147.81
VERMONT. ... ! 73,95  1,07.08 132,438! .85 | 15,6627
VIRGINIA. v eveeenns : 2,610,484 16,9221 ! 1,598, 847! - R WA
KASHINGTON...........| 1,696,329  16,319.9 | 89, 364! .84 1 o474
MEST VIRGINIA.......! 669,238 13,9889 ! 407,751t 60.93 1 17,0545
HISCONSTN. cvveeennn! 2,075,378 449064 1,382,599 6076 1 18,650.03
T, SPTOT : 211,778 15,781.85 ! 103,112} 8.6 1 ,8%.87




1983 ERRI/HS CURRENT POPULATION SURVEY NAY PERSIOM SUPPLEMENT
[FPLOYEE BEMEFIT UTILIZETION

; ! : ERISA ORKFORCE

CoOCIVILIAN :

' MORKFORCE  |AUERAGE IMCOME ! : : : :

: : 'ERISH MORKFORCE!RUERAGE INCOME | PENSIGN | X COVERED  !RUERMGE INCOME

: : : ! ! LVERREE ! :
1175 W D09,%3,8210 S15,9%4.27 | 4,362,744 $19,378.80 © 3,097,537 000X § $21,166.48
STHTE : ! : : : : !
ALABEMR. . eeeeeesnn P 1,412,800 1460437 74,3990 16,868.74 ! 84,59 T ! 19,0661
ALASKR. vveverennnns ! 169,352, 23,868.% ! 81,38 7,715 7,54 M4 78,669.82
ARIZOM. +vvveeeeenns b1, 3040 16,1417 ! 67,0930 19,%L.M ! 459,219 68.84 ! 21,2920
ARKANSAS. . v ! 92,6380 11,5223 ! 3,465 15,2254 ! 223,798 6LY ! 15,7390
CRLIFORM R vonensnn . C1e, 55,0860 18,168.23 1 5,484,285 21,%9.% ! 3,77,%S 6891 | 23,5162
COLORADD. v evv e Lo L,461,7030 17,061.65 ! 772,081 #,7R.5 13,1640 G647 ! 23,204.99
CONELTICUT. ... L L5478 18,898.37 952,4820 22,3571 ! 718,773 TS 83,779
BELANARE ... ! 277,268 16,7103 | 7L, 2,608.43 ! 49,6990 8I7 1 2106343
BSTRICT OF COLIMBIA! 262,714 17,300.46 167,508! 18,897.93 ! 18,027 65.69 ! 19,491.42
1 D466 13407.39 1 2,334,230 1602031 § LARS WA (7,%1.98
BERGIR v veeneeensnn D a AR 688 13,89.3 ! L2190 16,5029 ! 77,97 6809 1 17,8%.62
e S ! 79,7990 16,0315 ! 292 9970 19,4658 ! 28,95 70 ¢ 26,580.43
0. ceeeeeeeennnne : 36,8620 15,263.50 179,448 19,45.77 ! 13,780 749 ¢ 2,270.81
ILIMI e ereerenns D 47,3 17,6074 1 293,784 A,540.6% 1 g4 LT ! 249
IR, ...oevenene L4, 14,7650 1 LRI 17,9885 972,379 7R 1 19,039.07
I0#. e eereeeeennnes b 1,208,463 14,2388 ! 52,8661 18,618.23 | wS,268: 7692 L 19,866.17
e T CLMY T 14,7105 533,153 18,457.64 | 19,1570 6361 28,147.28
KENTUCKY. v veveennes DoLUS,Z9 13,944 ! 76,0460 16,5%6.73 ! 54,8370 6985 ! 18,31.R
LOUISIAM. v vvees s P58, 05 14,7 $21,387! 19,0514 a6 9.8 ! A,48.92
i1 S : 9,63 13,195 | 26,3150 16,835.19 | 186,19 .8 ! 17,89.38
MRYLAN. ... P 2,309,861 1846143 1 1,248,990 22,0618 98,2%! o2 | 24,146.18
MISSACHUSETTS.......... D 2,653,158 16,368.66 1,532,220 19,765.88 § 1,186,431 722 ! 2,980.19
MICHIGRN. ..eeeeeenns D L8430 16,089.08 1 2219312 ABLE 1 LELEm W 24
AIHESOTR, e C 271 14,16 0 1,053,360 18,6124 62,083 6475 1 28,88LT
AISSISSIPPL.......n. : H5,4150 14,2807 499,501 16,078.43 WA S 17,7962
MISSORL. vvveeneens P 2,18 4370 1461946 1 1186470 18,2442 ! 797,350 6748 ! 497
MOTRM v eeeaeeeee : ULAW 13,9309 22,1430 19,79.3 ! &,9%: W3 2,185.5
NEBRASKR. vveeeeens LTS T 1256747 ! 19,1430 16,8679 LAY 6663 ! 17,39.%
R : #5,310  16,65%.75 | 267,441 19,9312 ! 173,975 6504 1 2046671
NEH HRMPSHIRE.......! 48,775 14,949 2995220 18,078.63 ! 73,520 T4 19,791.%
4 JERSEY.veeeeens S 3PN 17,7743 0 1,589,361 26 1 L3R4 LB 24,2200
AN M : 78,1190 15,028.49 PR 17,9004 296 4460 60.% | 18,9568
2 L 7M7,IT 6,719.86 ¢ 41,1100 19,8231 1 3,046,319 7283 1 21,59Le
MRTH CAROLIMA......! 2,657,459 13,568.47 | 1,59, 778} 16,4564 | L6647 6219 ! 17,7%.83
MRTH BAKOTH........ : 73,672 13,694.05 | 114,533 17,975.8 ! 66,1760 5.7 28,275.66
11 R b 46,9 16,6208 1 27,0130 19,5178 1 2,134,179 R4 0 2L,125.85
OKLEHOMS............. C L4765 15,899 613,55, 28,159.71 | W18 612 22,35LM
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1993 ERRI/HHS CURRENT POPLATION SURUEY MEY PERSION SUPPLEMENT

EYPLOYEE BENEFIT UTILIZATTOR-Conl inoed

! ! !

: : : ERISA WORKFURCE

L OCIVILIA :

! MORKFORCE  |AVERAGE INCOME ! : : : ]

: : {ERISA WORKFORCE!AUERRGE INCOME | PENSION | % COVERED AUERAGE INCOME

! ! ! ! ' COUERMGE ! !
STATE : : ! : : : !
OREGOM. ... eeeveeees Lo 1,212,738 15,7673 65,6100 $19,189.44 ! 47210 TR L $20,878.66
PEMSYLURNIR. ... b 48,520 1517887 1 2,099,380 1809961 1 21640650 7487 | 19,454.68
RHOBE [SLAME........ ! L0740 13,2138 ! 205,439 17,398.68 ! 146,35 7L 1 18,997.64
SOUTH CAROLIM....... 1,359,111} 12,063.77 ! 75,0380 14,3193 ! 8,600 B4 ! 16,0906
SHTH MKO0TR........ ! 06,5770 13,3482 ! 1%,198)  16,5%6.57 | 95,0680 69.80 1 18,260
TEMMESSEE. . vvveeeen Do L917,2910  16,095.64 1 1,097,4860 18,704.91 ! P8.M3 TS L 20,569.97
113 TRTTTTT Do 679,104 17,0682 | 3,350,6880 8,354 1 213,42 QLF ! 2,300
UTAH. eeeeeeenvnees : 525,443 14,8072 ! a7, T4 19,393.78 ! 19,740 69.89 ! 21,5833
JERMONT. .. : 232,95 12,807.08 | 125,188)  15,%4.30 | 7,680 6684 ! 17,506.87
YIREINIR. oeeervenee Poale 484 16,9420 ¢ 15H784 A58 1 L,IWEH 756l ) 24
MSHINGTON. .vvveennt 1,696,3290  16,319.99 Mg 408! 21,1757 ! 6,681 7433 1 22,315.29
HEST UIRGINA.......} 69,2980 13,918.89 ! 77,0880 17,176.74 ! W07 W2 18,286.70
KISCOSIM. ..o LN, 44964 1 L,ZB,3 18,774 955,833 77.79 1 20,246.15
WYONINE. ... ! 211,780 15,70L.85 w775 0,354 ! 66,1930 6L.84 1 22433




1983 ERRI/HHS CLRRENT POPULSTIOR SURVEY NAY PENSIIN SUPPLEMENT

ENPLOVEE. BEMEFTT UTTLIZATION

! : : ERISA MORKFORCE

' OCIVILIM | AUERAGE |

! WRKFORCE | IMCOEE ; : ; : :

: : CTOTRL IRAS |% WITH [RA'S | AUERRGE [TOTAL 401K 1Y NITH H1K'S!  AVERRGE

: : : : tOINCOME ! ! L INCONE
Totaleeeseersnneeens Do98,9%3,821! §15,9%0.27 | 11,899,930  PLES ! R4,7H.26 | 2,418,200 44T | 85,503
STHTE : : : ! ! ! : :
ALABAMR. .oeeeennnns Doo1,412,0880 14,6037 0 62,290 804 | 24,5307 ! 4,31 56 13,0008
BLASKR. .eeeereennnne L 169,352 23,868.26 19,516 24.01 | 23,9972 ! 43%: 5S4 L B2
ARIZIM. ..oereennnne o130 16,107 1 BB WM ! 27,5%.15 | 30,58 578 1 26,7942
BRKBHSAS. v vveeenes Caw6l 11,52 1 61 1448 ! 19,5901 | 1,49 16 ) 2,034
CALIFORNIA. ......... Do, TR,2060 18,1683 © 1,251 2R3 e RTT 1 AGIL S65 1 26,8%.78
COLORAMD. ...0eueenne Poo1460,7030 17,861.65 1 189,790 2458 ! 24,0375 | 0475 4% L 25,1094
COMMECTICHT. o......... 1,504,790 19,8587 ¢ 21,4910 B0 ! 7,357 6,428 487 1 2966178
BELARARE ... eevennnns L oo 16,7108 1 3706l 2Led ! 306476 5,043 295 4 29,7974
JISTRICT OF COLMBIA: 262,714} 17,309.46 ! 19,578 1069 ¢ 26,308.86 ! 3,573 213 | 28,639.97
FLORTER. .eeeerersens D4 S66210 13,4873 1 T463L0 1587 1 19,309.87 | 69,920 313 1 22,653
CEORCIA. veeeeeernnns Do24%,608 13,8093 | amM3 1.2 1 2,946 7,020 L& 1 15,384.04
BRI vereeerennns LT, 16,0315 6,457 269 1 24,644.73 2, 576! 88 24,%8.08
i I b %6,8620 15,263.51 ! 52.6% .58 | 22,8415 | 4063 LB 1 12,6909
ILLIMOIS. e vvveneens 487,43 17,0074 ¢ TELEY 57D 1 28507 1 18,199 68 1 29,7660
IR .eeeeeee 2,304,350 1476508 0 245,39 8.3 ! 21,9%.% ! 7,480 53 1 25,2472
(i OO L1228, 4630 14,380.88 1 LIL167 2L 1 22,520.14 | 7US 519 4 23,8%.51
(SRS, o veeeesnes M9, WIS L 134,658 2526 ! 21,4240 4674 A6 | 2,385
KENTUCKY. oveennnns DOLMET9 13,9440 0 112,38 4.3 2,05 16,9 16 29,126.%
LOUISIAMA. ...eeneee D158, 1030 14,7H.5 0 138 13.85 0 20,9347 ! 4,28 L7 25,199.09
M. eeeeeeeeennes Po58,630 13,1905 4,040 164 19,3647 6,0 04 | 27,6008
MRILAAE............ 2,009,861 18,461.43 | 3854680 .86 1 29,2462 ! 59,5900 477 | 2,434
MASSACRUSETTS........ 2,693,158 16,368.66 | 367 2L9L 1 25,420.08 | 74569 487 1 21,718.81
AICHIGAN. ..oeeseene Do3a3 438 16,080.08 © 56,00 2409 1 23,%0.84 ! 560 453 1 E5,000.60
ATHESIMR. .o veses Do R710 1427060 1 56,754 438 1 23,9%8.28 ! 51,6280 4% 4 20,517.18
AISSISSIPPL. ... L5 4S 14,300.78 59,741 1.4 | 2%,069.91 ! 9,005 L84 | 24,7038
NISSHRL...eveeeennn oo, 184370 14,619.46 | 5,882 R 21664 | 72,1890 6.1 ¢ 25,885.%
MONTRM. ... Lo M1A990 13,%3.89 258 1763 1 24,%8.69 ! §,25! 676 | 21,998.88
NEBRASKR. ...ereevens L 78S,7840 12,567.87 6,314 1979 1 16,686.88 ! 16,7690 500} 17,3179
BEURBR.....coereesss  463,2310 16,656.75 ! 951 1851 21,382 ! 18,45 LR | 21,%6.98
¥ HRPSHIRE........ 418,750 14,9849 ! 7,67 .24 ) 21,7382 7,670 L1§ 1 28,4414
NEW JERSEY...e.eee JOLBLIE 17,7643 1 ST 2869 1 27,8384 5,338 4% 1 29,8983
#EW MERICD.......... L5, 1190 15,028.49 59,6600 1993 1 21,1533 16,2430 5.4 22,5419
NEW Y0R. e vvmeeenn 7,007,170 16,719.06 | 95,7120 2h6 1 ES,TR.L ! 13,7180 L9 1 28,470
MRTH CAROLIMR......! 2,637,459 13,50.47 | 265,814  17.06 ! 23,390.%7 ! 41,0970 64 1 24,136.16
NORTH DAKOTR.........  &73,672% 13,694.05 ! 2,80 18.64 | 19,716.78 | 6664 5B L 25,748.62
MIDmerereeneeeeened 4,660,579 16,162.88 ©  785,5020 2050 ! 266782 ! 1,77 AM | 25,0605
UKLEHOMA. ... veeed 1,384,765 15,8999 7,993 IAT1 ) MML9 T, b4 L 17,482




-2 -

1983 ERRI/HHS CURRENT POPULATION SUSVEY MAY PENSIOR SUPPLEMENT

ENPLOYEE BENEFIT UTILIZBTIOR-Cowtimoed

: ! ! FRISA KORKFORCE

tOCIVILIM | AVERMGE

' OMRFIRCE | MO | : : ; : :

: : L TOTAL IRA'S Y NITH IRA'S | GUERRGE !TOTRL 491K'S X WITH M01K'S!  AVERACE

; ! : : D OINME ! L INCOME
STATE : ; ! : : ! ! !
OREGOM. .eeeeeeenes 1,212,738 S15,787.53 | 17,6730 25091 ! 24,466.57 | 3,08 519 | $27,729.54
PEMISYLURNIA. ....... D4857,520 15,078.87 ¢ 668,380 213 1 2,704 1 16,480 471 3,364
RHOBE ISLAME........ CHLITe 13,213.83 ) 7,580 2800 | 21,35.65 ! 1,14 5.4 26,299.4
SOUTH CAROLIMA....... 1,338,111} 12,063.77 ! .47 699 L 18,1127 | 7,45% 2R 1 20,35
SOUTH DAKOTR........ LG5I 13,304.42 | 29,1920 2143 4 17,749.91 ! 501! 3.68 | 22,874.38
TEMMESSEE. vaveensees DoOL7,29 16,095.64 ¢ 1708120 15E ! 25,M.82 | M7 2B L 24,4481
1127 T RTRTRSR D6, 7H, 104 17,068.25 | M5, 4 b ZHL4L D 18660 5T 3,50.4
111 PSR CORS,M3 14,8307 g2 1.7 | 23,299.68 2,169 731 | 26,162.58
UERMONT. oevveeennes bR a56 12,8708 ! 18,9730 1546 1 19,515.40 ! 5,09 479 | 14,179.9
UIRGINIRveeeeeennns UooR60,4040 16,7421 1 MO,871 e84 ! 28,4078 | 5,090 361 1 2441244
HASHINGTON. ......... DO1,6%,290 16,319.9 1 185,601 2LE8 ! 23,919.44 | 59,665 691 1 25,045
MEST UIRGINIR........  663,238) 13,918.09 ! 499 1.9 ! 21,086.04 | 10,55 2.8 ! 20,340.49
MISCOMSIN. .oveevee RTS8 14,4964 1 3RT6L BT ! 2402283 | 765 453 1 23,2716
HYEHING. ..vveeeennee Co1, 78 15,7105 19,170 M7 1 26,059 | 8022 8.47 | 2%,087.4
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1983 ERRI/HHS CURRENT POPULATION SURVEY NAY PERSION SUPPLEMENT

ENPLOYEE BEONEFIT UTILIZTION

: : : ERTSA WORKFIRCE

| CIVILIAN WORKFORCE |  AERREE [N |

: : {PRIMRY HEALTH PLBN | % WITH HERLTH PLBR |  AUERRGE INCOME
Totaleessessseernne : 99,%3,821:  $15,%8.27 | 15,169, 894! il T AN - W< ¥
STHTE ; : ! : !
ALABAM. ...vveeennes : 1,412,880  14,604.37 569, 747} 73.58 C18,510.9
T (TR ! 169,352  23,868.% ! 66,549} 81.86 L 29,0042
BRIZIMB. v vveevnnns : LI 6L 531,496 7.67 1 21,4962
AREEHSAS. oo : p2,6380 1,5%2.8 ! 291, 2681 .14 15,7542
CALIFORNIR. .0 veeeeee ! 16,552,286¢  18,168.23 ! 4,538, 340} R.e6 L 2349502
COLORABD. o evenveees : 1,461,783 17,061.65 572,568 e BI%%
CORMECTICT. o ev e : 54,790 16,8837 ! 391,456, M BIRE
TELAMARE . eeeerennee : °77,os0  16,710.28 143,068} B 1 RO
BISTRICT OF COLUMBIR! M7 17,2946 ! 124, 251} 74.18 Lo19, T8
FLORTB. .c.vveeenvee ; 456,620 13400 ,721,981! Al 17,1982
CEORG R veeeeerenee ; 243,688 13,89 ! 1,092, 468! M7 17,9645
HAMAIL.ceeesseennne : 9,799 16,03L15 232, 6514 79.51 Lo 20,692.45
TBH. . eeveeerneee ; 26,9620 15,2350 ! 156,292 g7.59 ¢ 20,1535
TERE | : LB, 7,607 2,569,753} %.71 L P17
NI, .vveeenees : 2,204,353 476518 | 1,126, 763! Bas 1 19,1513
IR eeeeeeerenrenen : 1,276,463 1438088 49,78 A X 1%
KANSAS. vveeeernnes : 1,049,775 4,735 | 475,599 79.83 Ca,210.46
KEHTUEKY. e eeevnes ; (U529 13,%441 664, 969! “H L 17,
LBUISTAM eeeevees : 1,528,109 14,7959 ! 36,8981 79.93 L 8,08208
1. SRR : 53,64 13,15 247 288! .77 1 17,168.43
RYLAD. veeeeneens : 2,009,861 1846143 ! 1,811,979 §1.63 I RV
WASSACHUSETTS. . .o .. 2.633,158!  16,368.66 ! 1,311,252 §5.58 Co2,99.9
MICHIGH. «evveeerens : 3,934,438 16,089.18 | 1,883,761} $5.33 LT
AIBESOTR. . .veeeees ; 204,271 W6 829, 189! W L A,HeT
MISSISSIPPL. ..o : ®5, 45 Wm0 335, 493! oLt L7,
NISSHRL. .. veernnesn ; 188,437 4,519.46 %57, 169} §1.88 Lo 19,7814
MONTAM ©eeeeeersnee : 14990 13,309 ! 92,714} R S % 1 1
HEERESK . veaeeerveee ] PO TR PR~ TR 25, 3161 69 1 17,%5.66
MEURBR. ..o oveeeeenec ; #5230 16,%.78 ! 29, 172! 85.67 L 19,07
HEN HANPSHIRE. ...} 43,775 4B ! 1%, 428! .80 b 19,995.89
MW JERSEY. . veenens : 3,221,398 7,784 ! 1,612,548} - SR . .
HEW XD e ; 53,1190 I5008.49 ! 223, 424! eI L 19,664.%
HER YR, . veennnne : 7.007,1% 16,7196 ! 1,535,588 .38 2111838
NRTH CAROLIM......} 2,677,459 13,5447 ! 1,307,002} 0.4 1 17,0858
NORTH DAKOTR........ : 76T 13,6445 ! §3, 3281 X I XX
B0 eeeernrnennns : 4,660,579 16,62 ! 2,325,871 TR B K. X
OKLAHOMR. ....ecveeee : 1,204,765 15,89.% ! 479, 661} R R
RGN, eveeerernnne : 1,212,738 15,70.8 546, 769! no 0 8,568




-2 -

1983 EBRI/HHS CURRENT POPULATION SURVEY MAY PERSI(M SUPPLEMENT

EXPLOYEE BEXEFIT UTILIZETION-Contimsed

: ! : ERISA NORKFORCE

* CIVILIAN HORKFORCE |  AVERRCE INCOE !

: : 'PRINARY HEALTH PLAN | % NITH HERLTH PLEN |  AVERRGE INCOME
STHTE ; : ! ! :
PENNSTLURNIA. ....... : 4,857,5420  $15,17.87 ! 2,494, 876! g6.32 | $19,161.81
RHGDE ISLAMR........ : 41,074 13,213.83 71,511 83.49 t18,506.04
SOUTH COROLIM......} 1,350,111 12,06.77 647,919} R L 15,091.02
SOUTH DRKOTR........ : 06,577, 13,3442 182,602 75.3 Lo1g,678.21
TEMMESSEE .. evvvveee : 1,917,291F  16,095.64 ! 926, 518! 84.43 L 20,273.86
113 SRR ! 6,79, 184 17,068.25 | 2,761,028} 2.5 0 2,59.85
11 : 625,403 14,88.72 | 234, 39! 8.0 28,4961
YERMNT. .. e eveeeee : P95 12,8708 104,822 £3.89 L 16,726.53
UIRGINIR. oevevenees ! 2,610,484 16,9421 1,268,598 8.9 Lo 21,77e1
RASHINGTOM. ......... ! 1,6%,29) 16,3199 ! 5%, 516! g2.18 L 22,068.97
MEST VIRGINIR.......} 669,238 13,918.09 328, 6421 .41 L 18,4175
NISCOMSIN. oeeennnee ! 2,075,078 4464 | 1,042, 606! .35 Lo, 4T
MYONING.veeeeeneene : a1, 778 15,7185 75,038 s RTANEEEE T TH

3 i i




_1-

1983 EERI/HS CURRENT POPOLATION SURVEY MAT PENSION SUPFLENENT

ENPLOYFE BEMEFTT UTTLIZTIOR

: ! : AGES 35 ANB OVER, ONE YERR, 1000 HOURS

oIV !

! WORKFORCE  |AVERAGE INCONE ! : : : :

: ! 'THIS POPULATION!AUERRCE INCONE | PENSION | X COUERER  !AUERAGE INCDME

: : : ; ! COVERRGE ! :

: : : : ! ! :
Totalseseseeeeerens Do9g,%3,8210 15,90 ¢ 04,728,4080 S20,70.45 1 24,0903 7L 1 22,1768
STATE : ; : | : ! :

ALABAMR. «.eeerneee L 1,A12,8800 14,6043 582,285, 17,8782 | 25 66 L 19,4012
BLASKR v vaeemneneeen : 169,352  23,868.% ! W75 7,695.78 ! 7,6%: 749 29,8020
ARIZBMR. e eeeeennn C1,20,318 16, 4L M #5384 23,2060 7463 | 22,390.8
AREAMEAS. o : 892,638 11,%2.23 ! 28,910 15,1372 44,7820 GLT2 1 16,162.46
CRLIFORMIR. oo o106 18,1623 | L,58,160 23,1%.08 1 2,544,358 722 1 24,982
COLORABO. . ..veveenns b 1,461,783 17,061.65 ! 416,076! 20,8425 ! P9, 0670 TL16 4 22,580.03
COMMECTICUT.......... D LS 1083 622,631  23,687.12 ! 9,15 B 1 M,30.4
BELAHARE....eeveen : 77,0680 16,7108 ! 126,821 21,959 ! 191,943 ®.3 1 21,%7.%
MISTRICT OF COLMBIR: 22,7140 17,709.46 | 194,718 18,2911 66,8290 L8 1 19,0017
FLORTB v veeeeeeens L 46,6200 13,473 1 LAW2M 16,3377 ) 79,51 WA 4 15,4504
CEORCIR. vveereeeenes b 2,432,688 13,809.% 673,383 17,4772 66,9760 69.48 1 18,9204
BT L eeveeeeeneee : 0,799 16,3015 22,1240 21,1835 ! W76 T4 L 22,544.63
IR, ..eeeenennene ! 6,862 15,263.51 | 105,662 29,959 | 9,082 MR 22,8345
ILLINOIS. oo eenrnnne D487, 17,6074 1 L7, a5 L LWL B 1 3,548
INBIAMR. .......eneee L 2,304,353 14,765.10 90,9790 18,7474 ! 67,069 744 1 A,15L09
0. e ereiennnnne C 1,846 14,3888 5,720 20,12.87 ! AT 6B 21,6392
KANSRS. .. eeeeenseeee Lo LM9,375 14,713.F 706,653 18,646.49 ! 22,068 6% | 20,811.47
(DATUCKY. e CoL5,2390 13,%4.41 49,554 17,089.48 ! W, TR 19,099
LOUISIAM . .......... Lo 1,528,105 14,79 | 52,6300 18,%2.3 ! 268,85 9965 | 21,163.78
11 T el 58,6341 13,1925 | 176,%45! 16,6705 17,916) G664 1 18,417.%
MRTLANE. .0eeeennn. L 2,009,061 1846143 o58,4500  23,713.68 ! 9,380 S8 L 25,976
MSSACHUISETTS.......... L 2691580 16,%8.66 1 1,034,1680 20,3398 ! 7.4 T L 21,709.08
MCHIERM. veeeeenns D Lm0 16,000.08 ¢ L3953 2,67 1 LIS A 1 23,269
AIHESOTR. ...nn P a7 14,3060 595,218)  2,118.93 ! W IH 6.9 | 287766
RISSISSIPPL.....vene : #5415 14,3807 ! 38,6010 16,3937 ! om5 A7 18,409
AISSHR L eeeeeeeens L U843 14,619.46 | 48,1450 19,2569 ! 53,5590 6604 ! 2108447
MONTAMR. . .eeoeenen : 14990 13,9389 | 739 19,098 ! w2 7651 1 8,712
NEBRASKR. vveveeeen LTS, 12,5674 2049350 16,826.81 ! 131,1% 6.9 | 17,%4.26
MEVRBR. ... eveeeeeen : #5231 16,65%.75 78,4420 24,3182 12,7680 6616 1 21,305.89
NEW HANPSHIRE.......} 48,75 14,9898 167,660 18,562.49 | 21,793 TA66 L 25,6047
HEH JERSEY.eeeennen. COLRLIM 1,74 L 124,859 277647 9,20 7N | ML
AW MXICD...nenen. : 53,119!  15,§28.49 ! 194,795 17,997.68 | 129,213 699 ¢ 19,154
LR DTS 16,719.86 1 0966080 3,534 1 215,63 3 1 E AL
MRTH CROLIMA......! 2,657,459 13,5847 © L0720 117242 ! 699,749  68.48 | 18,486.72
MRTH BRKOTR......... : 767 13,6405 61,7380 18,9894 ! T CTIE % SR X 778 T
10 A D aGElSTY 16,1600 ¢ LERT A4mR 1 LML e 1 2N
OKLEHOMR. .....o. .. b 1,384,765 15,899 ! 1m0 IR 206,676 6501 1 4,205




-2-

1983 EBRI/HHS CURRENT POPRLATION SURVEY MAY PERSION SUPPLEMENT

ENPLOYEE BEMEFTT UTTLIZRTION-Contimsed

: : : AGES 35 AND OVER, ONE YERR, 1060 HOURS

I :

! WORKFURCE  |AUERRGE INCOE | : : : :

; : THIS POPULATION AUERAGE INCONE | PENSION | % COVERED :AUERRGE INCONE

: : : : L COVERRGE | |
STRTE ! ! ! ! : ! !
OREGMN. . evnvvenens Co1,212,738 $15,780.83 9LM3 91759 06,8910 AT 20,404
PEMMSYLURNIA......... D 40,2 15,178.87 ¢ 1,850,69% 18,3857 ¢ L3160 7543 1 19,717.24
RHOBE ISLAND........ ! aL,e7e  13,23.83 126,288 18,747.89 ! QAT TRE L BB.Y
SOUTH CAROLIM....... 0,358,111} 12,063.77 ! 42,7510 14,290.78 29,9140 6LT6 1 15,7545
SUTH BKOTR......... : 06,5770 13,3442 78,55 17,3519 SL,4740 6554 ¢ 19,917.18
TEMHESSEE. v eeeveeee Lo L9790 16,0964 67,090 19,275.61 SeL5670  76.92 ¢ 21,34.51
13 ST D 67,1040 17,060.25 1 2,006,991 2L,547.81 1 L,BR%RL 6631 1 24,0946
UTAH e eeeerrnmnenees : 625,403 14,8072 163,099 19,789.04 ! 15,57 0.8 2,67
VERANT. .. cveeees : 795! 12,0708 74,6780 15,9295 | 9,98  66.M 1 17,50.9
UIREINIR. .. veseeeees D 2,600,404 16,3421 1 1,059,463 2,65 ! 913,418 7678 & 2,70
WASHINGTON. ......... b 1,6%,3290 16,3199 53,48 22,5917 o1,%8 7S 3,5%0.%
WEST VIRGINIR. ... : 69,2380  13,918.09 ! P92, 5590 17,5834 19,36!  78.53 | 18,89%.16
YISCOSTN.veeervenes b R,O75,378  14,492.64 THTH 28,7938 63,0680 .M 1 2,265
WG, ....oeeeeee : 201,778 15,781.45 0,470 21,0962 8,639 76.62 1 22,3%.08




_1-

1983 ERRI/HHS CURRENT POPHLATION SURUVEY MEY PERSION SUPPLENENT

ENPLOYEE BENEFIT UTILIZRTION

AGES 33 ANE QUER, OME YERR, 1008 HOURS

OCIVILIAN | AVERAGE

' OMRCIRCE | INOE ' ; : ' '

: ; ! TOTAL IRA’S !2 WITH IRA'S |  AVERAGE  TOTAL #1K'S 'zulmmx*s' AVERRGE

: ; : : COINHE ! : ! INCOME
Totaleseesseesnnenns '99,%3,821! $15,%8.27 | 9,589,8280  27.627 | $25,266.43 | 1,736,916) 5007 ! $26,837.48
STRTE ; ; : | ! ! : !
FLABAMR. ............ L1,412,8080 14,604.37 | 7,528 46 | 5,509 | 4,311 86 1 13,000.00
T R Co169,3520 23,868.26 | 14,95 2.8 | 28,775.49 3210 639 L 34,480.86
ARIZOM. ..o L1,28,3140 16,1417 91,286!  2L10 ! 27,1284 | 728 571 L 31,978.84
ARKANGAS v eeeeeens L6 11,5623 | 9,%8  19.85 ! 19,977.13 ! 1,49 498 ! 22,0004
CALIFORMIR..euuen.. o0, TR,080 16,1683 | 999,310 28.34 ! 28,389 | 2%,5% 671 ! 28,268.19
COLORABD. .o eveeeees L 461,703 17,061.65 | 138,255  3L31 ! 24,299.77 ! 19,986 478 | 26,104.83
COMMECTICAT. ........ toL504,7910 18,858.7 | 166,890  26.82 | 26,500.%2 ! 4,159 661 ! 29,75L.82
YLOHARE. ..o b e 16,710.28 | N5 %N L R I8.05 307 99 ) 3,636.64
VSTRICT OF COLUNEIA!  262,714% 17,309.46 ! 2,430 1L87 § 28,3891 ! LB L4 35,7798
FLORTB. eeeeennnnns o4 S86,6210 13,4877 1 AT, AR 1 20,473.65 ! %757, 401 ! 24,566.88
CEORGIRuvaeeneeeenn. D oaRel 13,8938 | LS BIL D 2eSm 1 A 2R 176
e | SRR LRI 16,031.15 58,5160 2895 | 25,5482 | - -
IO, ..veeeeennns L %6,8620 1526351 W03 3625 | M,770.98 | L7l L6 | 11,379.68
MLTMIS . eneeennnd 4,367,430 17,600.74 | 76,3140 3263 | 24,120.7¢ 1 1046860 593 ! 26,03.81
INBIRR.....oveen. JM4357 1476508 1 193,710 .63 ! A367AR 59,598 635 | 25,62L17
T T 1,220,463 14,380.98 ! 94630 2736 ! 22,9840 | W 4 oW,
EAMSAS. .o CoOLM9, TS 1471355 ¢ 109,681 .. ¢ 28,176.87 BT 648 ! 2,800.59
EENTUCKY. .o DL, 13,9440 W69 AT ! 216118 | 3,45 J6 1 51,%48.00
LOVISIRM. .......... v, 1050 14,750.59 8,975 1819 1 2,M3.08 | 9,073 2.86 ! 31,733
10 ST PSE,6M 13,1905 | N,0610  17.61 1 #7044 5,190 2.4 ! 25,861.47
VLA, ........... 2,809,860 1946143 1 6,688 .86 | 3,09.67 ! T TN SO o7
WISSACHISETTS.......... 'o2,653,158! 16,368.66 1 20,8100 .15 | 25,980.68 ! 7% 42 1 21,76.28
AICHIERN. ...eneen. D3,BMA0 16,089.18 | M990 BB 1 240102 ! A S L 2,359
NIMESOTR. ..o L8 TL 4LE T ALTL BB B3%.07 2,95 5.5 0 21,8616
MISSISSIPPL. .evees P WS AT 14,3870 9,50 4% ! B60.H4 ! 1,981 L6 ! 2,38.2
HISSHRL eeeeennnes D14 M4,619.46 1 5,2 2949 ! a,siem ! o487 7.9 ! 26,468.43
HONTRMR. .o L UL499) 13,983.89 | 15,674 P16 | 23,2915 | 5,08 7.6 4,060.17
NEBRASKR. .. ceveee L MS, TR 12,567.87 51,99 5.4 ! 18,%L6L | 18,1180 497 ! 21,04.9
MEUTBReeeeeeeennens L 4E, L 16,656.75 9,02 248 ¢ B4 7810 458 ! 22,3958
M4 HAMPSHIRE.......  418,775! 14,904.99 ! 6,29 .68 0 21,3BL33 6T 68 30,0%.87
W SRS eeerens 3PN 1777043 1 MEE MA5 ! 28,298.80 ! 68,8 52 ! 31,0311
MM HEXICO.......... C 58,1190 15,028.49 | £,75 B8 B2 ) 11,955 647 | 23,2373
NEW YR, eevssenene D770 16,719.06 1 S22,8540 AL 1 B,A0.28 1 U4,%7 41l 1 27,1585
MORTH CRROLIMA......: 2.657,459% 13.560.47 |  &08,5820  20.69 | 24,16L.83 ! 7,6 LA Mana
MRTH BAOTR......... 73,6720 13,694.05 | 15,4%:  25.10 | 19,283.44 | 5,280 8.45 | 27,867.46
71 I 46,579 16,162.00 | 676,468 6. ! Z0LR 0 LS 55 25,6085
OKLBHOM. ........... 1,384,765¢ 15,8999 ! 9,94 1500 ! 5,890.% ! 2 L2 ! 7R




1983 ERRIHS CUSRENT POPULATION SURVEY MEY PENSIOM SUPPLEMENT

ENPLOYFE BEREFIT UTILIZRTION-Contimed

: : ] AGES 75 ANB OUER, ONE YERR, 1008 HOURS

{ CIVILIR | AVERAGE |

! WORKFORCE | INCOE ! : : : : :

: ! | TOTAL IRA'S T WITH IRA'S | AVERRGE [TOTAL 41KS X NITH HIK'S)  AVERRGE

: ; ! : DOINME : LOINOE
STRTE : ; : ! ! : ! !
OREGMM..vvvernrenset  1,212,7380 $15,787.53 ©  133,0090 3159 ! 24,793.69 | 26,0170 6187 | $29,680.49
PENNSYLURMIA......... 4,337,542 15,178.87 :  S3L,4370  28.70 | 2,785.24 | 56,108 3.43 | 22,1162
RHOEE ISLAMD........ LML 13,213.83 19,95 366 | 22,48.48 | 8,585  6.80 | 29,008.33
SOUTH CAROLIMA....... 1,358,111} 12,063.77 ! [ A 5 L 17,3818 ! 9,545 231 | 26,778.89
SOUTH DAKOTA........ LoU36,577 13,304.42 21,5490 2.4 1 1791201 ! L6 523 1 2,853
TEMMESSEE. oo eeasens DOLA7,0910 16,0964 ¢ 13,3400 19.66 | 24,366.48 ! 19,463 287 | 2,394
TERSeeeeeereeanes o6, 7H, 104 17,060.25 © W4T 264 1 2,539.88 1 120,479 643 | 13,9664
1 T L6543 14,8372 ! 4,103 5.8 1 24,336.8 ! 16,120 9.9 | M4,99.32
UERMNT. o.eveeenveee L9560 12,807.08 ! 7,021, 2.9 ! 19,389.85 | 5,445 7.3 | 14,262.03
YIRGINI R verereavene Do2,610,4840 16,9421 1 3T, BB L BIW% ! §9170 443 L 25,200.84
WASHIMGTON. .. ..o 1,6%,3290 16,319.99 §  ISL,&2 BB ! 24,767.89 ! s.640 LR L 27,75
MEST VIREINIA....... Lo g69,2380 13,918.89 ! #0170 1.8 @ 21,%8.3 0,55 418 1 20,3449
WISCONSTN. .vvveves D275, M ASLE L 29718 1.8 ! 23,980.48 ! 5,810 6.87 ! 24,8766
o1, LT 15,781.05 16,4120 RS | 2%,69.31 | 4508 8.8 1 27,374.18

- Tats not avmilable,



_1_

1983 ERRI/HS CUREENT POPALATION SURUEY MY PENSION SUPPLEMENT

ENPLOYEE BEPEFTT UTILIZATTOM

: : : RGES 35 RMB OUER, ONE YEAR, 1608 HOURS

! CIVILIAN WORKFORCE |  AUERAGE INCHE |

! ! 'PRINARY HEALTH PLAN | % WITH HERLTH PLAN |  AUERAGE [NCONE
1[75) PR ' 99,963,821!  $15,%0.27 | 28,878,473 QAR L 820,758
STATE ! ! ! : :
ALABAMA. ....0eennne : (412,988 4,647 31,815} 7.8 0 19,8688
AR ceveeeeeenns : 169,352  23,%8.2%6 41,645 82.83 L ,107.9
ARIZOM. ..eveernnne : 1,220,314 16,1470 ! 344,345, 79.49 1 2,659
ARKANGRS . cvveeenne ! §92,6380  11,%2.23 ! 184,849 .08 L 15,768.15
CALIFORMR.......... : 16,552,286  18,168.23 ! 1,438, 355! §.2 1 24,6008
COLORABO. .. veevvene ! 1,461,703 17,0665 | 318,958 L 23,5%8.06
COMMECTICUT. ..o : 1,514,791  18,888.%7 ! 515,323! 52,81 L a5,ATT
DELANARE . ..evvvveees : a7, 268! 16,7104 181,655 8.16 L 2,763.38
BISTRICT OF COLUMBIR; 262,714 17,3946 ! 76,729 a4 20,459
FLORIE. «vveeeennnes ! 4,506,621 13,487.79 | 1,887,341} %98 | 17,798.97
CEOREIR. ceerevvenens : 24326880 13,893 | 737,926, M7 L 18,5463
HAMAIL. .nveeeeerens : 70,79 16,0315 161,522} 7.9 LR, 9.7
T, e enrenerens : %6,9620 15,6351 ! 91,465 %5 | 22,060.04
ILLINOIS v eeennnees ! 4,867,743 17,6074 1,527, 1211 %6.52 1 2.0
INEIER. ..o ! 2,204,352 14,7518 798, 809! A3 1 13,982
I0HA. . eevvveeenns 1,708,463 14,300.88 282, 636! f.72 1 2,149
KANSRS. e cveeeenne : 1,049,375 4,735 247, 769! 7.8 0 2,3t
KENTUCKY. v vveennnns 1,345,239 13,9441 298, 415! 84.85 C17,58.3
LOUISIAN. ..o : 1,528,185  14,794.9 | 397,487 79.33 o 21,085.5
10, ST : 59,640 13,195 158, 131} w85 17,3155
RN, ...oeennn 2,089,861 18,461.43 | 651,523! 8.18 L,
MISSACHUSETTS. .. ... | 2,653,158!  16,%68.66 ! §93, 228! %37 1 2,054
NICHIGRM. ..o.oveeees : 1,804,438 16,089.18 1,19, 134! 8.5 N7 W4
NIBESITR. ....veeee : 2,044,071 14,0068 ! 473, 369! 79.53 L 2,703
HISSISSIPPL...ueee : %5415 14,2087 | 268,231 A8 L 17,%0.48
NISSORL. .. veee ! 2188,437)  14,619.46 5%, 352! 0.7 L P1,068.23
NONTAMR. .. vveeeeene ! 1,499 13,9389 ! 5, 863! AT L 2,87
MEBRASKR. v : 75,7040 12,5687 ! 148, 304! .45 L 18,018.69
) A : 45,231 16,6%.75 ! 148,812} g2 ! 20,812
MM HRMPSHIRE.......| 48,75 14,99 138,139 2.4 28,3364
NN JERSEY.veenennes : 3,321,398 17,7843 | 1,186,467} B4 ! 2,065
NEW MEXICD.......... : 53,1190  15,088.49 ! 133, 765} 72.39 L A,105.8
MW YORK. e svenes : 707,15 16,7986 2,467,346 5.9 ! 21,766.58
NGRTH CRROLIM......! 2,657,459 13,568.47 ! 8256, 266! 7.9 1 15,1891
NRTH BKOTR.......... ! 73,67 13,6445 ! 46,3681 759 L 21,699.36
13 : 4,668,579 1616200 1,545, 476 8,31 L P53
KLAHOM. ........... : 1,304,765)  15,89.9% ! 758, 377 e L B2,88%
ORECIM. .o vveeennne ! 1,212,738 15,7808 ! 18, 772! 8.46 LA,




-

1963 EERI/HHS CURRENT POPULATION SURVEY NEY PERSIMN SUPPLEMENT

ENPLOYEE BEMEFIT UTILIZETION-Cowtimed
! ; : RGES 35 ANB OUER, OE YERR, 1000 HOURS
 CIVILIAN WORKFORCE |  AVERAGE INCOE |
: : {PRIMARY HERLTH PLAN | % WITH HEALTH PLA |  AUERRGE INCOME

STRTE : ! : : !

PERHSYLURNIA. ....... ! 4,857,542 $I5,178.87 ! 1,549, 466! 0.6 1 $19,620.84

RHODE ISLAMD........ ! T TR WL K - 105, 418 BT 19,794.83

SOUTH CAROLIM......! 1,39, 111 12,063.77 ! 354, 167} 85.81 L 47

SOUTH DAKOTR......... : 6,577 13,3442 58,0571 7.8 2, 149.0

TEMESS e : 1,917,291 16,0%5.64 563,47 £.08 L 28,991.29

13 : 6,799,104 17,0825 ! 1,626,733: .05 ! B,I7ma

1 : 625,40 MEWT2 136,325 B L 2L

UERMONT. e : 2,95  12,867.08 ! 59, 064: 7909 1 16,%.39

VIRCINIR. e everenees : 2,610,404 16,9421 ! §74,3%9! ©.5 ! 3,238

WASHINGTOM............ : 1,696,329  16,319.% ! 462,529! %.20 L 23,045.00

MEST VIRGINIA.......} 69,238 13,9809 ! 214,434! 9.9 Lo18,860.79

WISCONS v ! 2,075,378 MU4R.64 ! 46,8711 85.71 L R,628.

RYONING. e eeene ! 211,700 15,7815 ! 49,281 79.88 1 22,2104

i




APPENDIX IT

Employer Benefit Tax Expenditures in the Administration's

Budget by Budget Function, Fiscal Years 1983-1985
(In millions of dollars) a/

Provision 1983 1984 1985

Commerce and Housing Credit:

Exclusion of interest on life insurance
savings $4,335 $4,720 $5,180

Education, Training, Employment, and
Social Services:

Employer educational assistance 40 20 -
Exclusion of employer provided )

child care 20 40 70
Exclusion of employee meals and

lodging (other than military) 680 725 795
Exclusion of contributions to pre-

paid legal services plans 40 40 45
Investment credit for ESOPs 1,250 1,375 1,875
Health:

Exclusion of employer contributions

for medical insurance premiums and
medical care 15,270 17,625 20,165

Social Security and Medicare:

Exclusion of Social Security benefits:

OASI benefits for retired workers 14,035 13,895 12,975
Benefits for dependents and
survivors 3,775 3,755 3,765
Disability insurance benefits 1,310 1,225 1,105

Income Security:

Exclusion of railroad retirement

system benefits 780 615 450
Exclusion of workman's compensa-

tion benefits 1,885 2,020 2,215
Exclusion of special benefits for

disabled coal miners 160 155 155
Exclusion of untaxed unemployment

insurance benefits 2,960 2,305 1,800
Exclusion of disability pay 120 75 -

Net exclusion of pension contri-
butions and earnings:

Employer plans 46,585 50,535 56,340
Individual Retirement Accounts 8,855 9,190 9,840
Keoghs ' 1,460 1,475 1,530

Exclusion of other employee benefits:

Premiums on group term life

insurance 2,040 2,170 2,380
Premiums on accident and dis-

ability insurance 120 120 125
Income of trusts to finance sup-

plementary unemployment benefits 20 20 20

Veterans benefits and services:

Exclusion of veterans disability

compensation 1,815 1,810 1,855
Exclusion of veterans pensions 345 335 340
. Total 107,950 114,295 123,125

SOURCE: Special Analysis G, Budget of the United States Govermment, Fiscal
Year 198S5.

a/ Budget functions are groups of federal programs or activities that address
a common national need. There are 18 budget functions.
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