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EMPLOYEE BENEFIT RESEARCH INSTITUTE

SUMMARY

Employer-sponsoredpensionplans representan importantsourceof
retirementincomefor Americans. In 1990, privatepensionretirementbenefits
of $141 billionaccountedfor 31 percentof the $457 billionintotal retirement
benefitpayments. Bycomparison,privatepensionbenefitstotaled$7.4 billion
in 1970. (Table 1)

A growingpercentageof future retireeswill receiveprivatepensionbenefits.
Accordingto the AdvisoryCouncilon SocialSecurity,the percentageof
elderlyfamiliesreceivingincome fromemployer-sponsoredpensionsis
expectedto increasefromthe current40 percentto 76 percentby 2018.

Employer-sponsoredpensionsare also building for a growing number of
workingAmericans. Accordingto EBRI tabulationsof the March 1991 Current
PopulationSurvey, inMarch 1990, 66.0 millioncivilianworkers,or 55.3
percentof all workers,workedforan employerthat sponsoreda pensionplan,
i.e., theywere covered bya plan. Nearly43 percentof allworkers, or 51.2
millionworkers,actuallyparticipatedin an employerplan. Coverageand
participationrateswere thusupfromtheir 1989 levelsof 54.2 percentand
42.7 percent,respectively.(Table2)

Private-sectorpensioncoveragevariessignificantlyby employersize. The
latestdata indicatethat over61 percentof employeesin companieswith 1000
or moreemployeesparticipatein retirementplans,while, bycontrast, less
than 14 percentof employeesincompanieswithfewer than25 employeesdo
so. (Table2)

The numberof pensionplanshas grownsignificantlysince the enactmentof
the EmployeeRetirementIncomeSecurityAct (ERISA). From1975 to 1988,
the totalnumberof tax-qualifiedemployer-sponsoredplans (bothdefined
benefitanddefinedcontributionplans)increasedfrom311,000 to 730,000,
andgrossparticipation(activeworkers,separatedvested,survivors,and
retirees) insuchplansrosefrom 45 millionto 78 millionoverthe same
period. The assets intheseplansgrew from$260 billionin 1975 to $2.0
trillionin 1990. (Table3)

Followingregulatoryclarificationof the RevenueAct of 1978, and its401(k)
provisions,there hasbeen a trendtowardthe establishmentof defined
contributionplans. By1988, the numberof definedcontributionplans
represented80 percentof allplans,up from67 percentin 1975. Defined
contributionplanassetsaccountedfor 39 percentof totalprivateplanassets
in 1988, up from 28 percentin 1975. (Table3)

Private defined benefitplansare well funded. The overalldefined benefit
pension system currently has $1.3 trillion in assets to cover $900 billion in



liabilitig_.From lg77 to 1987, the funding_tatu=of _inolo-ornploy_rdofinod
benefitplanshassignificantlyimproved,risingfrom an averageof 85 percent
fundedto 129 percentfundedon a terminationbasis. Availableevidence
suggeststhat approximately85 percentof pensionplansare currentlyfully
fundedon a terminationbasis,up from 45 percentin 1981.

Pensionasset reversionshave largelystopped. Total reversionspeaked in
1985, when $6.1 billionwas recovered,andhave declinedsincethat time.
Thisdeclinefollowedimpositionby Congressof a continuallyincreasing
excisetax on asset reversions,withthe currenttax rate rangingfrom 20
percentto 50 percent. PBGC estimatesonly$100 millionintotal reversions
for 1991.

Legislativeandregulatorychangessince 1974 havesignificantlyincreased
benefitportability.Today, nearlyalldefinedcontributionplansprovidefor
lumpsum distributionsuponjob change. Over40 percentof privatedefined
benefitplansprovidefor lumpsums,and the numberis growingeach year.
Individuals,however,generallydo notrolloverdistributionsintotax-qualified
retirementvehicles. Amongworkersin 1988, more than8 millionhad
receivedpreretirementlump-sumdistributions.The amountthey received
averaged$6,800 andtotaledmorethan$48 billion. Slightlymorethanone of
everyten recipientsrolledtheirentiredistributionintoanotherretirement
arrangement(usuallyan IRA). Three inten usedthe entiredistributionfor
financialsavings(includingretirementplanrollovers,savingsaccounts,
stocks,etc.), and sixinten usedthe entireamountfor somekindof savings
(includingfinancialsavings,homepurchase,startingor buyinga business,
anddebt payment). Justoverone-thirdspent the entiredistribution(on living
expenses, education,cars, or otheruses). (Table 6) Recently enacted
changesin the tax withholdingof lumpsumdistributionsare likelyto increase
the amountof moneypreservedfor retirement.

The employment-basedpensionsystemis largerand stronger than at any
othertimein ournation'shistory. Changesin recentyears haveserved to
enhancebenefitsecurityand the securityof assets. As onewatchespresent
actionsat the state and locallevelsbroughton bytightbudgets,andactions
beingcontemplatedby the Congressto deny $25 millionin scheduled
contributionsto the Districtof ColumbiaRetirementSystemand to force the
allocationof $210 millionin UnitedMineWorker pensiondollarsto pay retiree
medicalbenefits,onecan onlybe pleasedthat privateplansare well funded.

The privatedefinedbenefitsystemhas the addedstrengthof pooledrisk
protectionthroughthe PensionBenefitGuarantyCorporation.Thisprotection
is notavailableto federal, state or localpensionplans.
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I am pleased to appear before you this rnomingto discussthe health of the privatepension

system. My name is Dallas Salisbury. I am presidentof the Employee Benefit Research Institute

(EBRI), a nonprofit,nonpartisan,publicpolicyresearchorganizationbased in Washington,DC.

EBRI has long been committedto the accurate statisticalanalysis of public policy benefits

issues.Through our research,we striveto contributeto the formulationof effectiveand responsible

health, welfare, and retirement policies. Consistentwith our charter, we do not lobbyor advocate

specificpolicy solutions.

Current and Future Pension Receipts

Privatepensionsare an importantsourceof retirementincomeand are expected to grow.

Accordingto the AdvisoryCouncilon SocialSecurity,the percentageof elderlyfamiliesreceiving

incomefromemployer-sponsoredpensionsis expectedto increasefromthe current40 percentto 76

percent bythe year 2018.

In 1990, private pensionbenefits of $141.2 billion accountedfor 31 percent of the $457.3

billion in total retirementbenefit payments. By comparison, private pension benefits totaled $7.4

billionin 1970. Combinedwith benefitspaid bythe federalcivilianand militaryretirementsystemand

state and local government employee retirement systems, employer payments of $234.3 billion

accountedfor 51 percent of total benefits in 1990. Social Security benefits for retirees and their

spousesand dependentsaccounted forthe other49 percentof totalbenefits. (Table 1)



Po_lon CovoragoandPartk_Ipatlon

Employer-sponsoredpensionplans representan importantsourceof retirementsavingsfor

Americans. Accordingto EBRItabulationsof the March 1991 CurrentPopulationSurvey, in March

1990, 66.0 millioncivilianworkers,or 55.3 percent of all suchworkers,workedfor an employerthat

sponsoreda pensionplan, i.e., they were coveredby a plan (definedbenefitand/or defined

contribution.) Nearly43 percent of allworkers,or 51.2 millionworkers,actuallyparticipatedin an

employerplan. Coverage and participationrateswere thusupfromtheir 1989 levelsof 54.2 percent

and 42.7 percent, respectively.

Coverage andparticipationrates increasewithfirmsize and earnings. In firmswith fewer

than25 workers, 18.6 percent of workers(5.3 million)were covered, and 13.6 percent (3.9 million)

participated in anemployer-sponsoredplan in 1990. Bycomparison,in establishmentswith 1,000 or

moreworkers, 78 percent ofworkers (38.0 million)were coveredand 61.5 percent (30.0 million)

participated. Among thoseearning$10,000-24,999 per year, 56.9 percent(24.5 million)were

covered and 44.2 percent (19.0 million)participated. Bycomparison,amongthoseearning$50,000

or mere per year, 78.3 percent (6.5 million)were covered, and 74.0 percent (6.2 million)participated.

(Table 2)

Data on the income replacement level provided by private pensions on an individualby

individual basis are not generallyavailable. Typically,privatedefined benefit plans are targeted to

provide 60 percent replacementfor highearners and 80 percent for low earners after 30 years of

service, incombinationwith SocialSecurity. Largeemployersthat providebotha defined benefit and

a defined contribution plan traditionallyhave not included any defined contribution benefit in the

calculation,but this is also beginningto change. As a result,futureformulasin defined benefit plans

are likelyto provideless,as supplementaldefinedcontributionplansprovidemore.As a case inpoint,

when federal employeeswere given the new "thrift"plan, the defined benefit plan was made less

generousthanthe old CivilService RetirementSystem.
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Defirm(JBermflt/l_firm(I ContribuUon PLznTrends

The numberof pensionplanshas grownsignificantlysincethe enactmentof ERISA. From

1975 to 1988, the totalnumberof tax-qualifiedempioyer-spensoredplans(both defined benefitand

definedcontributionplansincluded)increasedfrom311,000 to 730,000, and gross participation

(activeworkers,separatedvested,survivors,andretirees) insuchplansrosefrom45 millionto 78

millionoverthe same period. (Table 3) The assets in these plansgrewfrom $260 billion in 1975 to

$2.0 trillionin 1990.

Definedbenefitplanshavehistoricallybeenthe cornerstoneof the privatepension system.

Sinceregulatoryclarificationofthe RevenueAct of 1978, and its401(k) provisions,there has been a

generaltrend towardthe establishmentof supplementaldefinedcontributionplansamonglarge

employersand primarydefinedcontributionplans,as opposedto definedbenefitplans,among

mediumand smell employers.An increasednumberof defined benefitterminations,a slowerrate of

definedbenefitplanformation,and fundamental redesignof traditional"finalpay"defined benefit

plansinto"cashbalance"1 definedbenefitplanssuggeststhat U.S. employersare reevaluatingthe

type of planstheywishto sponsor.

In 1975, there were 103,000 definedbenefit planswith 33 milliongrossparticipantsand$186

billioninassets. In 1988,there were 146,000 suchplans,downfromthe peak of 175,000 plansin

1982 and 1983. The numberof grossparticipantshas remainedinthe40-41 millionrange since

1983, and therewas $912 billioninassets in1988. Overthe same time period,the numberof

definedcontributionplansincreasedfrom208,000 to 584,000. The numberof grossparticipants

increasedfrom 12 millionto 37 millionin 1986, and remainedat that level in 1988. The amountof

assetsin suchplansincreasedfrom$74 billionto $592 billionbetween 1975 and 1988. (Table 3)

Morerecent data fromthe InternalRevenueService's(IRS) Officeof EmployeePlansand

ExemptOrganizationsindicatesthat a flatteningof the definedcontributiontrend may be presently

! Cash balanceplansare legallydefinedbenefit plansbut combine featuresof both defined
benefitand definedcontributionplans.
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oe.eurring.2 In fi_al lgg0, the numberof favorabledeterminationleffer_ i_sued regardingdefined

contributionterminationsexceededthe numberissued in responseto initialdefinedcontribution

applicationsfor the firsttime ever. The two were equal infiscal 1991.

The natureof the reevaluationof the roleof the traditionaldefined benefit planto the newer

defined benefit anddefinedcontributionplanshasbeen a sourceof continued analysis.Expertsoffer

varyingobservationson the possiblereasons:responseto the loweraverageage of the workforce

experiencedinthe 1980s; a desire byemployersto get positive motivationfrom sponsored plans;a

desireby employersfor easilyunderstoodand communicatedplans;increasedregulationof

traditionaldefinedbenefit plans;increasedadministrativecost dueto regulation;a mobilework force

that maybe betterserved with a "cash balance*or definedcontributionplans;employers'desireto

give investmentdiscretionto employees;a contractionor slowergrowthof sectorsof the economy

(includingheavilyunionizedand older industrialsectors)inwhichtraditionaldefined benefit plan

coverage is mostfirmlyestablished;federal tax lawsthat havecreated incentivesfor new defined

contributionarrangements;and the loweringof basic incometax rates,which has reducedthe

effectivetax incentivefor plans.

Many maintainthat governmentregulationhas made definedbenefit planstoo costly,

promptingplansponsorsto offerno pensionplan orto shiftto generallyless burdensomedefined

contributionplans(see EBRI, What is the Future of Defined Benefit Pension P/ans?, 1989).

One of the mostsignificanttrendsinpensioncoveragehas beenthe tremendousgrowthof

401(k) plansoverthe past decade. Morethan 27.5 millionworkerswere coveredby 401(k) plans in

May 1988, upfrom 7.1 millionin May 1983. These figuresrepresented24.2 percentand 7.1 percent

of all workers,respectively.Participationgrewfrom2.7 millionworkers (2.7 percentof all workers) in

1983 to 15.7 million(13.8 percent of all workers) in 1988. And, in 1988,the majorityof 401(k)

participantsearned lessthan$30,000.

2When requested,the InternalRevenueService's(IRS) Officeof EmployeePlansand Exempt
Organizationsissuesdeterminationlettersregardingthe tax-favoredstatusof privateplanswhen
they are established,amended, and terminated.
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An increasingnumberof workersare relyingon 401(k) plansas theirprimaryemployer-based

retirementplans,especially401 (k) participantsat smallfirms.The 1988 CurrentPopulationSurvey

employeebenefitsupplement(CPS EBS) foundthat mere than49 percentof 401(k) plan participants

reportedthatthiswastheirprimaryemployerpensionplan. Among401(k) participantsworkingfor

employerswith250 or more employees,43.5 percenthada primary401(k);thisproportionincreased

to 79.5 percentfor401(k) participantsinestablishmentswithfewer than 10 employees.

Health of the Defined Benefit System

Inthe aggregate,the definedbenefitsystemis quite healthydespitethe existenceof some

underfundedindividualplansconcentratedwithinseveralindustries. The overalldefinedbenefit

pensionsystemcurrentlyhas $1.3 trillionin assetsto cover $900 billionin liabilities. Therefore,while

there is$31 billioninunderfundingwithin individualplans,there are alsosufficientresourcesavailable

withinthe definedbenefit systemitselfto coverthisunderfunding. Furthermore,from 1977 to 1987,

thefunding statusof single-employerdefinedbenefitplans hassignificantlyimproved,risingfroman

averageof 85 percentfunded to 129 percentfundedon a terminationbasis. Availableevidence

suggeststhat approximately85 parcentof pensionplansare currentlyfullyfunded on a termination

basis,upfrom 45 percentin1981, and 38 percenthadassetsin excessof 150 percentof liabilityfor

accruedbenefits.

A standardterminationof a definedbenefitplan occurswhen a plan sponsordecides to

terminatea defined benefitplanand buysannuitiescoveringthe participants'benefits. If the plan

holdsassets inexcessof the benefitsowed, thoseassetsmay be recoveredbythe employer.

Such recoveriesare knownas "assetreversions."Totalreversionspeaked in 1985, when $6.1

billionwas recovered,and havedeclinedsince thattime. This declinefollowedimpositionby

Congressof a continually increasingexcisetax on assetreversions,withthe currenttax rate

ranging from20 percentto 50 percent. PBGC estimatesonly$100 millionintotal reversionsfor

1991.
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Inlolieation$of the Growth of Definc_dContribution Plans

The growthof definedcontributionplanshas implicationsfor retirementincomesecurityin

that itservesto shiftthe burdenof responsibilityfor retirementincomeadequacy planningfromthe

employerto the employee. Employer-sponsoredprogramsare movingtowardmore individualchoice

and responsibility,awayfrom "paternalism."Decisionsregardingparticipation,how muchcurrentpay

to defer, howthe fundsshouldbe invested,andwhether to save deferralsfor retirementor spend

themsooner,are shiftingaway from plan sponsors,towardparticipants.

A definedbenefit plan promisesthe participanta specifiedmonthlybenefitupon retirement,

the sizeof whichtypicallydependsupon salaryand/oryears of service. Under a definedbenefitplan,

the sponsoris responsiblefor makingcontributionsto the plan'sfund and choosingwhere pension

assetsare investedsothatthe fundhas sufficientassetsto cover the promisedbenefitswhen due.

Witha definedcontributionplan, each participanthas an accountto whichthe employerand/or

employeemaycontributedepending on the specificsof the plan. The participantgenerally

determineshow the contributionsare to be invested. A participant'spensionbenefit thenconsistsof

the contributionsand investmentreturnsof thesecontributions.The employeebearsthe riskof poor

investmentreturnsandgainsthe rewardof goodreturns.

Participantsin definedcontributionplanstendto menagetheir fundsconservatively,

preferringlow-risk,low-returninvestments. In recent surveys,401 (k) plan participantsdescribed

themselvesas conservativeinvestorswhopreferto directtheirowninvestmentstowardinsurance

and bank contracts. Respondentsto an EBRI/Galluppublicopinionsurveyconductedin April1990

expresseda preferencefor makingtheirown investmentdecisionsand saidthey were mere inclined

to choose low-risk/lowreturninvestments.This preferencefor less riskyand lowerreturninvestments

may meanhavingless moneyavailablein retirement. Inotherwords,manyworkersmay have less

retirementincomethanthey need unlessthey diversifyawayfromthe optionsthey currentlyfavoror

contribute a much largerproportionof their income.
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Pre._NMion of PafhqionBon6flts

The increasingoccurrenceof preretirementlump-sumdistributionsinbothdefined

contributionanddefinedbenefitplans, inwhichworkersreceivetheirentirepensionbenefit froman

employerinone payment, impliesfurthershiftsto individualresponsibilityfor retirementsecurity.

Currently, it isthe individual'sdecisionwhether to rollover a lumpsumdistributionintoan individual

retirementaccount (IRA)or anothertax qualifiedretirementsavingsvehicle uponjob change.

Recentlyenactedchanges inthe tax withholdingof lumpsum distributionsare likelyto increase the

amount of money preservedfor retirement.To partiallyoffsetthe cost of the unemploymentbenefit

extensionin H.R. 5260, Congressapproveda provisionthat wouldimposea 20 percentwithholding

tax on lump-sumdistributionsthat are not directlyrolledover intoqualifiedretirementaccounts. The

billwould alsoliberalizecurrentpensionrolioverrules.

Accordingto EBRItabulationsof the May 1988 CPS EBS, in May 1988, 20 millioncivilian

workersaged 16 orover (or 17 percentof all suchworkers)reported havingbeen participantsina

pensionor retirementplan at a priorjob. A totalof 8.5 millionworkers (7 percentof all workers)

reportedhavingreceivedat leastone lumpsum fromsucha plan;1.1 millionworkershad received

more thanone lumpsum.Among the 7.1 millionlumpsum recipientswho reportedthe amount of

theirmostrecent lumpsum,these distributionsamounted to $48 billion,or anaverageof about

$6,800 per recipient,inconstant 1988 dollars.3

Table 4 summarizesthe distributionof lump-sumrecipientsand amountsby selected

charactedstics.Mostlumpsumswere of smallamounts,but larger lumpsumsaccountedfor a large

proportionof the total money received.One-haif of lumpsum recipientsreportingindicatedthat their

mostrecent lumpsum amountedto lessthan $2,500. Just7 percenthad received$20,000 or more.

However,those receivingless than$2,500 accountedfor 8 percentof the totalamount received,

whilethose receiving$20,000 or more accountedfor 48 percent.

3Only7.1 millionlumpsum recipientsreported the amount they received.All totals and averages
reportedhere arefor those recipientswho reported the amount.
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The numberof workersreceivingpreretirementlump-gumdigtribution_andthe amounto!

moneypaid out inthese distributionsare substantial.A largeproportionof lumpsumsare paid to

workersat relativelyyoungages. This allowsfor ampleopportunitiesto accumulateassetsfor

retirementiflumpsumsare rolledover intoqualifiedretirementarrangementsand preserveduntil

retirement.

In May 1988, 11 percentof lump-sumrecipientsindicatedthat they placed at leastsomeof

theirmostrecent distributioninan IRA (Table 5). More than 2 percentindicatedthatthey transferred

some portion of the distributionto an insuranceannuityor otherretirementplan. Thirteen percentof

recipientsreportedusing at leastsome of theirdistributionfor tax-qualifiedsavings4. At leastsome

savings_broadly defined5 _verereportedby 65 percent of recipients. Some consumption6 was

reportedby 40 percentof all recipients,while30 percentreportedsome discretionaryconsumption7.

Tax-favoredsavingswere generallymostprevalent(and consumptionleastprevalent)among

workersnearing retirementage when they receivedthe distribution;workersreceivinglarger

I distributions;and workerswith higherearnings,familyincomes,andeducationlevels. Some tax-qualifiedsavingswere reportedby36 percentof thosereceivinglumpsumsat age 55 orover,

compared with4 percentof thosereceivinglumpsumsat age 16-24. Twenty-ninepercentof those

receivingdistributionsof $20,000 or more saved at leastpart of that amounton a tax-deferredbasis,

as did 6 percentof those receivingdistributionsof lessthan$2,500. Some portionof distributions

paidto one-fourthof all recipientsearning$50,000 or mere in 1988 was savedon a tax-qualified

basis,whereas7 percentof recipientsearning lessthan $10,000 reported suchsaving.

Changesin the law pertainingto preretirementlump-sumdistributionsmay have increased

the popularityof tax-favoreduses. IRAs,firstestablishedunder ERISA in 1974, havegrownin

popularityas a vehicle for tax-favoredlump-sumroliovers.Just 3 percentof lump-sumrecipientswho

4IncludesIRAs, insuranceannuities,and other retirementprograms.
5Includestax-qualifiedsavings,savingsaccounts,other financialinstruments,purchaseof a
house, payment of a mortgage, and paymentof loansordebts.
6Includespurchaseof a car, educationexpenses,expensesincurredduringa periodof
unemployment,and other uses.
7Includespurchaseof car, andotheruses.



receivedtheir distributionpriorto 1970 reportedany tax-favoredsavin0s:incontrast,15 percent01

those receivingtheir lumpsum duringthe period1980-1984 reportedsome suchsavings.The

impositionunderthe Tax ReformAct of 1986 (TRA '86) of a 10 percentpenaltytax on some

preretirementlumpsumsthat are not rolledover(effectivefor tax year 1987) may havebolsteredthis

trend. Twenty percent of thosereceivingtheir lumpsumsduring1987 reported some tax-favored

saving, upfrom 18 percent in 1986. However,the marginfor errorinthese estimates istoo largeto

supportthe conclusionthat the useof tax-favored savingsalternativesby lump-sumrecipients

increasedfollowingTRA '86.

Elevenpercentof lump-sumrecipientsreportedonlytax-qualifiedfinancialsavingsusesfor

theirdistributions.(Table 6) Thirtypercent reportedonly financialsavings,and 59 percentreported

onlysavingsbroadlydefined. Nonetheless,34 percentindicatedonlyconsumptionfortheir

distributions,and 25 percent reportedonlydiscretionaryconsumption. Fivepercent indicatedsome

mixof savingsandconsumption.

Because largerdistributionsare morelikelyto be saved on a tax-qualifiedbasisthansmaller

ones,the proportionof lump-summoniesusedfortax-qualifiedsavingis largerthanthe proportionof

recipientsreportingsuchsaving. In contrast,the 11 percentof lump-sumrecipientswho reported

onlytax-qualifieduses accountedfor 22 percent of the totalamountdistributed(Table 7). The 34

percentof recipientsreportingonly consumptionaccountedfor 21 percentof totaldistributions.

The foregoingevidencesuggeststhat a relativelysmallproportionof totallump-sumamounts

are currentlypreservedon a tax-favoredbasis. Largerdistributionsand those receivedlater ina

careerare more likelyto be investedintax-qualifiedretirementarrangements. However,the fact that

youngerrecipientsand those with lowerearningsare lesslikelyto opt forpreservationmay indicate

that someyoungerand iower-eamingworkersare not adequatelyplanningfor their retirement

security. While furtherresearchis needed, it appearsthatthere isa substantialpotentialforfurther

retirementincomegains fromenhanced preservation. It is likelythat preservationwillbe enhancedto

somedegree bythe new 20 percent withholdingprovision.



Issues In Small Employer Coverage

The gap in private-sectorpensioncoveragefor workersappearsto be largelyamongsmall

employersas demonstratedbythe figuresinTable 2. These lowratesare attributableto a numberof

factors, includingcomplexity,lackof flexibility,economicforces,andpossiblylack of accessto

information. (For a completediscussionof the issuessurroundingpensionsand small employers,

see EBRI, Pension Policy and Small Employers: At What Price Coverage?, 1989.)

The proportionatelyhigheradministrativecostsfaced bysmallerfirms might be alleviatedby

simplification.Yet, simplifiedemployerpensions(SEPs) remainunpopular--just1 percentof full-time

workersat small establishments(with morethanone employee) participatedin 1990--suggesting that

simplificationalone is not sufficientto spursponsorship.

Smallfirmsmay resistSEPs inpart because SEPs offerlittleflexibilityregardingthe

allocationof benefitsamongworkers. Flexibilitymight fostersponsorship,but mightfrustrateefforts

to distributetax preferencesbroadlyby leaving some workerswithoutsubstantialbenefits.

Small-firmplansponsorshipisalso impeded byrelativelylowpay levels,which suggesta less

skilledandpossiblylessattachedwork force. Lowerearnersand youngemployees may prefernot to

defer pay, andsmall firms may be reluctantto add benefitsto salaryfor perceivedlyshorter-term

employees. Therefore,substantialincreasesinparticipationat smallfirmsmight requirelarge

subsidies.

Finally,smallemployersmight lack easy accessto pensioninformation.Privatemarketing

effortsare oftengiven partialcreditforthe historicalpopularityof IRAs and, at largefirms,401(k)

plans. If policies spurpensionmarketingtowardsmall firms,sponsorshipmightrise.

Conclusion

The employment-basedpension system in the United States is a model for the rest of the

world. It has contributedto the high economic statusof the current generationof retireesand holds

great promisefor the future. It has provideda high returnon investmentfor employers,individuals,
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andthegovernment.TherearegaPSinemployer-sponsor_coverago,however,particularlyinthe

small employer sector. A close eye on the implicationsof change, especially the trend towards

defined contributionplans and the increasingoccurrence of lump sum distributions,and a careful

hand on adjustmentsthat may be necessaryto keep it on course should assure a sound pension

future.

The Census Bureau will once again collect pensiondata in April 1993 that will allow a

new look at manyof the issuesaddressedinthisstatement.
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Table1
Total Retirement Benefit Payments

Retirement Benefit Payments from Privats and Public Sources,
Selected Years 1970-1990

Sourceof Benefita 1970 1975 1980 1985 1986 1987 1988 1989 1990

($ billions)

Pdvate Pensions $7.4 $15.9 $36.4 $97.7 $120.2 $120.8 $124.1 $133.6 $141.2
Federal EmployeeRetirementb 6.2 14.5 28.0 41.1 42.2 44.9 48.1 50.6 53.9
State and LocalEmployee

Retirement 4.0 8.2 15.1 25.5 28.4 31.2 34.1 36.6 39.2

Subtotal 17.6 38.6 79.5 164.3 190.8 196.9 206.3 220.8 234.3

SocialSecurity Old-Age
and SurvivorsInsurance
BenefitPaymentsc $28.8 $58.5 $105.1 $167.2 $176.8 $183.6 $195.5 $208.0 $223.0

Total $46.4 $97.1 $184.6 $331.5 $367.6 $380.5 $401.8 $428.8 $457.3

(percentageof total)

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

PrivatePensions 16.0 16.4 19.7 29.5 32.7 31.8 30.9 31.2 30.9
Federal Employee Retirementb 13.4 14.9 15.2 12.4 11.5 11.8 12.0 11.8 11.8
State andLocal Employee

Retirement 8.6 8.4 8.2 7.7 7.7 8.2 8.5 8.5 8.6

Subtotal 37.9 39.8 43.1 49.6 51.9 51.8 51.3 51.5 51.2

SocialSecurity Old-Age
andSurvivors Insurance
Benefit Paymentsc 62.1 60.3 56.9 50.4 48.1 48.3 48.7 48.5 48.8

Source: EmployeeBenefitResearchInstitutetabulationsbased on U.S. Departmentof Commerce,Bureau
of EconomicAnalysis,Survey of Current Business, January 1992 (Washington,DC: U.S.
GovernmentPrintingOffice, 1992); The National Income and Products Accounts of the United
States: Statistical Supplement, 1959-1988, Vol. 2 (Washington,DC: U.S. Government Printing
Office, 1992); and U.S. Departmentof Healthand HumanServices, SocialSecurityAdministration,
1991 Annual Report of the Board of Trustees of the Federal O/d-Age and Survivors Insurance and
Disability Insurance TrustFunds (Baltimore,MD: SocialSecurityAdministration,1991).

alncludasonly employment-basedretirementbenefits.
blncludescivilianand militaryemployees.
Clncludespaymentsto retiredworkersand theirwives,husbands,andchildren.



TaUeZ
Employment, Coverage, and PensiOn Plan Participation of the Civilian,

Nonagricultural Wage and Salary Work Force, 1989 and 1990

EmployerSponsors EmployerSponsors EmployeeIncluded Employee Included
Plana Plana inPlanb inPlanb

(percentage) (millions) (percentage) (millions)
1989 1990 1989 1990 1989 1990 1989 1990

AllWorkers 54.2% 55.3% 64,6 66.0 42.7% 42.9% 50.9 51.2

Sectorc
Private 54.6 55.6 56.7 58.1 43.2 43.4 44.9 45.4

manufacturing 66.2 66.9 14.2 14.2 56.1 56,7 12.1 12.0
nonmanufacturing 51.5 52.7 42.4 43.9 39.8 40.0 32.8 33.3

Public 88.4 88.8 5.0 4.9 82.1 80,7 4.7 4.5
Other 29.8 32.2 2.8 3.0 14.0 4.5 1.3 0.4

FirmSize
Fewerthan 25 workers 18.5 18.6 5.2 5.3 13.6 13.6 3.8 3.9
25-99 workers 38.3 41.2 6.5 6.8 29.4 31.2 5.0 5.1
100-499 workers 57.8 59.5 10.5 10.9 45.8 45.6 8.3 8.4
500--999 workers 69.9 70.9 5.1 5.0 54.8 54.6 4.0 3.8
1,000 or moreworkers 76.7 78.0 37.3 38.0 61.3 61.5 29.8 30.0

HoursWorked
Part timed 30.5 32.4 7.6 8.1 11.7 12.5 2.9 3.1
Full timee 60.5 61.4 56.9 57.9 50.9 51.0 47.8 48.1

Age
Under25 years 32.1 33.0 7.5 7.4 12.8 12.4 3.0 2.8
25-44 years 58.7 60.0 36.7 37.8 47.9 48.2 29.9 30.4
45-64 years 63.8 64.0 18.8 19.1 57.3 56.7 16.8 16.9
65 years and over 42.4 43.4 1.6 1.6 28.4 27.9 1.1 1.0

AnnualEarnings
Lessthan $10,000 27.9 29.1 10.7 10.7 10.7 10.3 4.1 3.8
$10,000-$24,999 57.2 56.9 24.7 24.5 45.6 44.2 19.7 19.0
$25,000-$49,999 77.5 78.0 23.3 24.3 71.6 71.2 21.6 22.2
$50,000 and over 77.1 78.3 5.9 6.5 73.1 74.0 5.6 6.2

Gender
Men 56.1 57.2 34.8 35.5 44.6 46.9 27.7 29.1
Women 52.1 53.3 29.6 30.5 38.5 38.6 21.9 22.1

Source: EmployeeBenefitResearchInstitutetabulationsof the March 1990 and March 1991 CurrentPopulation
Survey.

aEmployeesreportingthat theiremployer had a pensionplan or a retirementplan for any of its employees at anyjob
they heldin 1989 and 1990.

bEmployeesreportingthat they participatedin a pensionplan or a retirementplan at any job they held in 1989 and
1990.

CRefersto longestjob held duringthe year.
dEmployeesreportingthat they usuallyworked fewerthan 35 hoursper week at thisjob.
eEmployeesreportingthat they usuallyworked 35 or morehoursper week atthis job.
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Table 4

Dietrlbution of ProretlrornentLump-Sum Recipients, Aggr_late Amounts of Most gocont LSDs
Received, end Average Amounts Received, by Amount of LSD, Year of Receipt, end Selected

Characteristics of Recipients; Civilian Workers Aged 16 or over, May 1988 (dollar amounts reported
In constant 1988 dollars)

Recipients AggregateAmount Average
Recipient Percentage Percentage Amountper
Characteristics InThousandsb of totalc $ Billionsb of totalc Recipientd
Total 8,478 100% $48.1 100% $6,800

Amountof MostRecent LSD
$1-$499 1,042 15 0.3 1 300
$500-$999 955 13 0.7 1 700
$1,000-$2,499 1,627 23 2.7 6 1,200
$2,500-$4,999 1,220 17 4.4 9 3,600
$5,000--$9,999 1,114 16 7.9 16 7,100
$10,000-$14,999 449 6 5.4 11 12,000
$15,000--$19,999 211 3 3.6 7 16,900
$20,000-$49,999 335 5 9.7 20 29,100
$50,000 or more 160 2 13.5 28 67,200

Year inWhichMostRecent
LSD Was Received
1985-1988 e 3,391 41 19.7 41 6,500
1980-1984 2,403 29 13.8 29 6,600
1975-1979 1,191 14 7.5 16 7,700
1970-1974 579 7 3.4 7 7,200
1960-1969 558 7 2.7 6 6,600
Before1960 136 2 0.5 1 5,400

Sex
Male 4,597 54 32.9 68 8,600
Female 3,881 46 15.2 31 4,600

Race
White 7,941 94 46.5 97 6,900
Black 426 5 1.1 2 3,600
Other 110 1 0.4 1 4,000

Age in May 1988
16-24 161 2 0.1 0 800
25-34 2,348 28 6.0 12 2,900
35-44 3,149 37 14.7 31 5,500
45-54 1,666 20 12.2 25 9,200
55-59 545 6 7.7 16 18,900
60 orover 608 7 7.4 15 15,600

Age When MostRecent
LSD Was Received
16-24 1,225 15 2.3 5 2,100
25-34 3,755 45 13.3 28 4,100
35-44 2,042 25 15.2 32 8,500
45-54 850 10 10.1 21 14,500
55-59 214 3 4.7 10 26,800
60 orover 171 2 2.0 4 15,400

(continued)



Table4 (continued)

Recipients AggregateAmount Average
Recipient Percentage Percentage Amount per
Characteristics In Thousandsb of total¢ $ Billionsb of totalc Recipientd
1988 Earnings

$1-$4,999 345 5% $3.0 8% $10,500
$5,000-$9,999 616 9 1.8 5 3,300
$10,000-$14,999 954 13 3.0 8 3,600
$15,000-$19,999 1,113 15 4.7 13 5,100
$20,00H24,999 1,045 14 4.6 13 5,000
$25,000-$29,999 818 11 4.6 13 6,400
$30,000-$49,999 1,761 24 8.8 25 6,200
$50,000 or more 561 8 4.9 14 10,300

Source: Employee BenefitResearch Institutetabulationsofthe May 1988 CurrentPopulationSurvey
employeebenefitsupplement (CPS EBS).
aAggregateand averageamountsmay be understated. While 8.5 millionworkersare estimatedto have
received LSDsas of May 1988, data onthe amountof the mostrecent LSD receivedare onlyavailablefor
7.1 millionof these individuals.Therefore,the aggregateamountof mostrecentLSDs receivedexcludes
the LSDsreceivedby the remaining1.4 millionworkers,leadingto an understatementof aggregate
amountsreceived. However, if nosystematicrelationshipexistsbetweenthe amountof LSD received and
whetheror notthe amountis reported,distributionsand averages willnotbe affected. (Withoutevidenceof
the natureof sucha relationship,the effecton estimatedaveragesis ambiguous.) Inaddition,inthe May
1988 CPS EBS publicusedata base,all LSDs reportedto be greaterthan $99,999 in nominaldollarshave
been top-codedat $99,999. An estimated36,800 workers had received LSDs equalto or in excessof this
amountas of May 1988. Therefore,bothaggregate andaverageamounts maybe understatedto the
degreethat the amountsreceivedby these workers actuallyexceeded this amount.

blndividualitems may notaddto totalbecausesome respondentsdid notreportsome characteristicsof
themselvesorof their LSDs.

CBasesof percentagesexcluderespondentsfor whom recipientand LSDcharacteristicswere notreported.
dRoundedto nearest$100.

eBecausethe surveywas conductedin May 1988, it includesonlyLSDs receivedinthe firstfourto five
monthsof 1988.



Table 5

Proportion of Preretlrement Lump-Sum P.edpkmts Reporting Various Uses for Any of their Most Recent LSD;
by Selected Demographic and Economic Variables; Civilian Workers Aged 16 or Over, May 1988

Proportionof RecipientsUsing An),of Their LSD for:
Insurance Discre Nondis-
annuity Tax- tionary- cretion-

ReceivedLSD or retire- qualified Finan- Con- con- ary con-
Recipient from PriorJob ment- financial cial sump- sump- sump-
Characteristics (thousands)a IRA plan savir_sb savingsc Savin_]sd tione tionf tiong
Total 8,478 11% _ 13% 35% 65% 40=/0 30'/0 11%

Sex
Male 4,597 12 3 15 36 67 38 29 6
Female 3,881 10 2 11 34 62 41 30 5

Race
Wh_e 7,941 11 2 14 36 65 40 30 10
Black 426 6 h 6 24 59 42 35 0
Other 110 17 h 17 26 76 24 18 0

MaritalStatus
Married 6,043 12 2 14 36 66 38 30 6
Separated 242 10 1 11 20 62 33 26 0
Widowed/divorced 1,211 8 2 10 27 58 45 28 2
Never married 982 13 2 15 42 64 46 33 2

Amountof Most
Recant LSD

$1-$499 1,042 3 i 3 21 50 50 41 1
$500-$999 955 6 1 6 31 62 40 29 1
$1,000-$2,499 1,627 8 1 8 28 62 43 34 2
$2,500-$4,999 1,220 16 1 17 39 68 37 25 2
$5,000-$9,999 1,114 17 4 21 46 74 33 25 1
$10,000-$19,999 660 23 5 28 56 80 33 22 1
$20,000 or more 495 22 10 29 62 81 30 22 1

AgeWhenMo= Recent
LSDWasReceived

16-24 1,225 3 1 4 24 51 50 37 2
25-34 3,755 9 2 10 32 67 39 29 5
35-44 2,042 13 2 15 38 66 39 32 2
45-54 850 22 5 26 50 70 35 22 1
55 or over 385 31 7 36 61 75 29 25 0

Year inWhichMostRecent
LSD Was Received

198_ 451 18 5 23 46 74 31 25 0
1987 1,220 18 3 20 46 72 37 31 1
1986 920 15 3 18 39 70 38 29 1
1985 800 15 2 17 45 72 30 21 1
1980-1984 2,403 13 3 15 36 66 38 28 3
1975-1979 1,191 6 1 7 22 57 46 36 2
1970-1974 579 1 1 2 25 61 40 28 1
Before 1970 914 1 2 3 25 49 50 29 1

(continued)



Tabl8 5 (continued)

Proportionof RecipientsUsingAn), ofTheir LSD for:
Insurance Discre Nondis-
annuity Tax- tionary- cretion-

Received LSD or retire- qualified Finan- Con- con- ary con-
Recipient from PriorJob ment- financial cial sump- sump- sump-
Characteristics (thousands)a IRA plan savingsb savingsc Savingsd tione tionf tiong

1988 Earnings
$1-$9,999 961 6% 1% 7% 32% 63% 45% 35% 1%
$10,000-$14,999 954 6 2 8 24 56 46 34 1
$15,000-$19,999 1,113 11 1 12 31 68 37 27 1
$20,000-$24,999 1,045 11 1 12 35 62 44 34 1
$25,000-$29,999 818 10 2 11 35 66 39 22 2
$30,000-$49,999 1,761 14 3 16 38 63 40 32 2
$50,000 or more 561 20 6 25 55 78 30 22 1

1987 Family Income
$1-$14,999 757 8 1 8 24 59 47 32 1
$15,000--$19,999 1,198 6 1 7 28 62 43 32 2
$20,000-$24,999 735 8 2 10 30 70 39 30 1
$25,000-$29,999 975 8 1 9 28 63 41 31 1
$30,000-$34,999 804 11 2 13 34 63 39 32 1
$35,000-$49,999 2,241 12 3 15 39 66 37 28 3
$50,000-$74,999 682 16 4 18 45 68 36 29 1
$75,000 or more 818 17 7 23 48 68 37 26 1

May 1988 Pension Statusk
Nonparticipants 2,672 10 1 11 33 64 40 8 1
Participants 5,806 12 3 14 36 65 40 23 6

Source: EmployeeBenefitResearchInstitutetabulationsof the May 1988 CurrentPopulationSurvey
employee benefitsupplement.
alndividualitems may notaddto totalbecausesomerespondentsdid notreportsome information.
b IncludesIRAs, insuranceannuities,and otherretirementprograms.
Clncludestax qualifiedsavings,savings accounts,and otherfinancialinstruments.
dlncludesall financialsavings,purchaseof a house,paymentof a mortgage,and paymentof loansordebts.
elncludespurchaseof a car, education expensesexpenses incurredduringa periodof unemployment,andother
uses.

flncludespurchaseof a car, andother uses.
glncludeseducationexpenses,and expensesincurredduringa periodof unemployment.
hNo observationsincategory.
iLessthan 0.5 percent.
JBecausethe surveywas conductedin May 1988, includesonlyLSDs received inthe firstfourto five monthsof 1988.
kA workeris consideredto be a pensionparticipant if he orshe reported inclusionina pension,retirement,profit-
sharing,stock,or 401(k)-typeplan at a wage and salary job,or reported a self-employedjob andcontributionsto an
IRA orKeogh.



Table fi

Proportion of Prerstirement Lump-Sum Recipients I:ioporting Various Uses for All of their Most Recent LSDs,
by Selected Demogmphio and Economic Variables,

Clvlllen Workers Aged 16 or Over, May 1988a

Proportionof RecipientsUsingAllof TheirLump-SumDistributionfor:
Tax- Discre- Nondis- Mixed

ReceivedLSD qualified tionary cretionary consump-
Recipient from PriorJob financial Financial consump- consump- Consump- tionand
C,haracteristics (thousandslb savin(jsc savingsd Savingse tionf tiong tionh savings

Total 8,478 11% 30% 59% 25% 8% 34% 5%

Sex
Male 4,597 12 30 61 24 8 32 6
Female 3,881 10 30 57 26 10 36 5

Race
White 7,941 11 31 59 25 9 34 5
Black 426 4 21 52 28 6 36 7
Other 110 9 24 76 18 5 24 i

MaritalStatus
Married 6,043 11 31 61 26 7 33 5
Separated 242 11 14 59 22 7 31 2
Widowedor divorced 1,211 8 23 53 25 15 40 4
Never married 982 13 37 54 23 12 35 11

Amountof Most
RecentLSD
$1-$499 1,042 3 21 50 41 9 49 1
$500--$999 955 6 28 59 26 11 37 3
$1,000-$2,499 1,627 7 24 56 29 9 38 5
$2,500-$4,999 1,220 14 33 62 20 10 31 5
$5,000-$9,999 1,114 18 36 67 19 6 25 7
$10,000-$19,999 660 23 42 67 11 7 20 13
$20,000 or more 495 22 44 70 9 4 19 12

AgeWhen MostRecent
LSD Was Received
16-24 1,225 4 23 49 34 13 47 2
25-34 3,755 9 28 61 24 9 33 6
35-44 2,042 13 30 60 27 6 33 6
45-54 850 20 41 62 18 9 27 8
55 or over 385 28 53 70 19 3 23 6

Year inWhichMost Recent
LSD Was Received
1988J 451 21 43 69 21 5 26 5
1987 1,220 16 39 61 22 5 27 11
1986 920 15 32 61 22 8 30 9
1985 800 15 39 69 19 8 27 3
1980-1984 2,403 13 30 60 25 8 33 5
1975-1979 1,191 5 19 53 31 10 42 4
1970-1974 579 1 21 59 26 12 38 2
Before 1970 694 1 21 44 36 15 52 3

(continued)



Table 6 (continued)

Proportion of Recipients Using All of Their LSD for:
Tax- Discre- Nondis- Mixed

ReceivedLSD qualified tionary cretionary consump-
Recipient from PriorJob financial Financial consump- consump- Consump- tion and
Characteristics (thousands)b savingsc savingsd Savingse tionf tiong tionh savings

1988 Earnings
$1-$9,999 961 6% 28% 54% 26% 9% 36% 9%
$10,000-$14,999 954 5 19 52 31 11 42 4
$15,000-$19,999 1,113 11 26 62 22 9 32 5
$20,000-$24,999 1,045 10 31 56 28 9 38 6
$25,000-$29,999 818 9 30 60 19 15 34 5
$30,000-$49,999 1,761 14 34 59 30 5 36 4
$50,000 or more 561 22 45 69 16 5 21 9

1987 Family Income
$1-$14,999 757 6 19 49 23 14 37 10
$15,000-$19,999 1,198 6 23 56 26 10 37 6
$20,000-$24,999 735 8 26 61 24 6 30 9
$25,000-$29,999 975 8 25 59 27 9 37 4
$30,000-$34,999 804 11 28 60 29 6 35 4
$35,000-$49,999 2,241 13 33 62 25 8 32 4
$50,000-$74,999 682 17 39 63 26 5 31 5
$75,000 or more 818 18 44 63 22 9 32 4

May 1988 PensionStatusk
Nonparticipants 3,978 10 28 58 38 12 51 6
Participants 4,500 12 32 60 19 7 27 5

Source: EmployeeBenefitResearchInstitutetabulationsof the May 1988 CurrentPopulationSurvey
employeebenefitsupplement.
aFor purposesof determiningexclusiveusesof LSDs, "don'tknow"and missingresponseswere taken as "no"
responses. For example, a workerwhoseonly "yes"response wasto the IRA optionwas classifiedhere as using
hisor herentire LSDfor "taxqualifiedsavings"even ifthe worker'sresponseto one or more nontax-qualified
optionswas "don_know"or missing. Some workers did notrespond"yes"to any of the use options;therefore,
mutually-exclusivehorizontalpercentagesmayaddto lessthan 100 percent.

blndividualitemsmay notadd to totalbecausesomerespondentsdid notreportsome characteristics.
c IncludesIRAs, insuranceannuities,andother retirementprograms.
dlncludestax qualifiedsavings,savingsaccounts,andotherfinancial instruments.
elncludesall financialsavings,purchaseof a house,paymentof a mortgage,and paymentof loansor debts.
flndudes purchaseof a car and otheruses.
glncludeseducationexpensesand expensesincurredduringa periodof unemployment.
hlncludesdiscretionaryand nondiscretionaryconsumption.
iLessthan0.5 percent.
JBecausethe surveywas conductedin May 1988, includesonlyLSDs received inthe first fourto five monthsof 1988.
kA worker is consideredto be a pensionparticipantif he or she reported inclusionina pension,retirement,profit-
sharing,stock,or401(k)-typeplan at a wage and salaryjob or reporteda self-employedjob andcontributionsto an
IRA or Keogh.



Table 7

Proportion of Aggregate Amounta of Most Recent Preretirement LSDs Used Entirely for Selected Purposes,b
by Selected Demographic and Economic Variables, Civilian Workers Aged 16 or Over, May 1988 (dollar

amounts reported in constant 1988 dollars)

Proportionof AggregateLump-SumAmountsReportedlyUsedEntirelyfor:
Tax- Discre- Nondis- Mixed

ReceivedLSD qualified tionary cretionary consump-
Recipient fromPrior Job financial Financial consump- consump- Consump- tionand-
Characteristics (billionslC savingsd savingse Savingsf tiong tionh tioni savings

Total $48.1 22% 44% 70% 15% 5% 21% 9%

Sex
Male 32.9 19 44 71 14 4 19 11
Female 15.1 29 46 68 18 6 26 6

Race
White 46.5 22 45 70 15 5 21 9
Black 1.1 4 18 49 20 10 31 15
Other 0.4 34 57 69 23 7 30 J

MaritalStatus
Married 38.1 22 47 73 15 4 19 8

Separated 1.1 8 9 72 12 9 22 J
Widowedor divorced 5.6 22 32 54 23 11 34 11
Nevermarried 3.3 28 51 60 11 4 18 22

Amountof Most
RecentLSD
$1-$499 0.3 3 19 48 42 9 50 1
$500-$999 0.7 7 28 57 27 12 39 3
$1,000-$2,499 2.7 7 23 57 29 9 38 5
$2,500-$4,999 4.4 15 34 63 21 10 31 5
$5,000-$9,999 7.9 17 35 68 17 6 24 8
$10,000-$19,999 8.9 25 43 68 11 7 19 13
$20,000 or more 23.2 26 53 75 13 2 16 9

AgeWhen MostRecent
LSD Was Received
16-24 2.3 6 17 38 38 18 57 3
25-34 13.3 13 28 65 16 9 26 9
35-44 15.2 20 41 67 21 3 24 9
45-54 10.1 25 55 78 4 3 7 15
55 or over 6.8 41 75 82 13 1 14 3

Year inWhichMost Recent
LSD Was Received
1988k 2.5 36 59 71 25 1 26 3
1987 6.3 23 49 65 14 4 18 16
1986 5.8 26 36 58 19 4 23 19
1985 5.1 14 61 78 7 9 15 7
1980-1984 13.8 23 45 74 13 3 18 8
1975-1979 7.5 26 39 75 16 5 21 4
1970-1974 3.4 14 47 78 11 6 17 5
Before 1970 3.2 J 14 44 33 14 49 5

(continued}



Table 7 (continued)

Proportionof AggregateLump-SumAmountsReportedlyUsed Entirelyfor:
Tax- Discre- Nondis- Mixed

ReceivedLSD qualified tionary cretionary consump-
Recipient from PriorJob financial Financial consump- consump-Consump- tion and-
Characteristics (billions)c savingsd savingse Savingsf tiong tionh tioni savings
Workers1988 Earnings

$1-$9,999 $4.8 25% 58% 74% 12% 4% 17% 9%
$10,000-$14,999 3.0 10 25 56 17 15 32 11
$15,000-$19,999 4.7 24 41 77 11 5 18 5
$20,000-$24,999 4.6 21 34 63 20 6 28 9
$25,000-$29,999 4.6 11 28 56 22 11 33 11
$30,000-$49,999 8.8 27 54 72 18 4 22 5
$50,000 or more 4.9 21 42 65 12 1 13 21
Not reported 12.7 24 49 76 13 3 16 7

Workers 1987 Family Income
$1-$14,999 4.4 14 28 58 15 12 27 16
$15,000-$19,999 4.7 4 26 58 20 6 30 12
$20,000-$24,999 3.1 14 36 73 14 2 16 11
$25,000-$29,999 3.5 17 32 64 20 7 37 7
$,30,000-$34,999 4.6 23 44 66 24 4 28 4
$35,000-$49,999 11.1 20 44 74 14 5 19 7
$50,000-$74,999 6.0 34 64 77 6 4 10 12
$75,000 or more 9.8 31 56 75 15 3 18 7

May 1998 PensionStatusI
Nonparticipants 21.5 21 41 70 14 7 20 9
Participants 26.6 22 47 69 17 4 22 9

Source: EmployeeBenefitResearch Institutetabulationsof the May 1988 CurrentPopulationSurvey
employeebenefitsupplement.
aAggragateamountsare understatedby an unknownamount. While8.5 millionworkers are estimatedto have
received LSDs as of May 1988, data onthe amountof the mostrecentLSD receivedare availablefor only 7.1
millionof these individuals.Therefore,the aggregateamountof mostrecent LSDs receivedexcludesthe LSDs
receivedby the remaining1.4 millionworkers. Inaddition,inthe May 1988 CPS EBS publicuse data base, all LSDs
reportedto be greaterthan $99,999 in nominaldollarshave been top-codedat $99,999. An estimated36,800
workers had receivedLSDs equalto or in excessof thisamountasof May 1988. Therefore, aggregateamountsare
understated to the degree thatthe amountsreceivedby these workersactuallyexceededthisamount.

bForpurposesof determiningexclusiveusesof LSDs, "don'tknow"and missingresponseswere taken as "no"
responses. For example, a workerwhoseonly"yes"responsewas to the IRA optionwas classifiedhere as using
hisor herentire LSDfor "taxqualifiedsavings"even if the worker'sresponseto one or morenontax-qualified
optionswas "don't know"or missing. Some workersdid notrespond"yes"to any of the use options;therefore,
mutually-exclusivehorizontalpercentagesmayaddto lessthan 100 percent.

Clndividualitems maynotaddto totalbecausesome respondentsdid notreportsomecharacteristics.
dlncludesIRAs, insuranceannuities,andother retirementprograms.
elncludestaxqualifiedsavings,savingsaccounts,andotherfinancial instruments.
flndudos all financialsavings,purchaseof a house, payment of a mortgage,andpaymentof loansordebts.
glncludespurchaseof a car andother uses.
hlncludeseducationexpensesand expensesincurredduringa period of unemployment.
ilnciudesdiscretionaryand nondiscretionaryconsumption.
JLessthan 0.5 percent.
kBecausethe surveywas conducted inMay 1988, includesonly LSDsreceivedinthe firstfour to five monthsof
1988.

IAworker isconsideredto be a pensionparticipant if he or she reported inclusionina pension,retirement,profit-
sharing,stock,or401(k)-typeplan at a wage and salaryjob,or reporteda self-employedjob and contributionsto an
IRAor Keogh.
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