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Pension Sponsorship and Participation:
Summary of Recent Trends

Summary

According to the Census Bureau’s Current Population Swey (CPS) the
numberof privatesectorworkers betwea the agesof 25 and64 whose enployer
sponsored eetirement plan fé from 52.5millionin 2005 to 51.2 milbn in 2006.
The numberof privatesed¢or workes who participaed in emplogr-sponsored
retirement plansfell from 43.1 million n 2005 to 42.0 miibn in 2006. The
proportion of 25 to & year-old workers in the private sector who participated in
employerssponsored teement plansleclined from 45.0% in 2005 to 43.2% in 2006.
Between 200@nd 2006, the number of prieasetor workes betwen the ges of
25 and 64 who p#cipated in enployerspon®sred etiremant plans fell from 46
millionto 42milli on, and the peentage who paticipated &ll from 50.3% to 43.2%

A CRS analygis of theCurrent Population Sweyindicates thaamongprivate-
sector vorkers aged 25 to 64 who we anployed yearround, till-time:

1 The percatage ofworker's whoseemployer sponsored a&tirement
plan fdl from 59.7% in 2005 to 57.2% in 2006.

1 The pecentage of workeswho participatedn employersponsored
retirement plans fell iom 51.6% in 2005 to 49.2% in 2006.

1 Only 22.9% of wokers & firms with fewe than 25 eployees
participaed in an emplogrsponsored teement plan in 2006,
compaed to 42.6% of wrkers at firms wih 25to 99 emploges ad
62.7% of workers at firms with 100 or more employees.

1 Amongmen and womewho wee emplogd yearround, till-time,
48.9% of men ad 49.7% of wome participaed in an emplogr-
sponsored te@ement plan in 2006.

1 Only 41.1% of pivate-setor wokers agd 25 to 34 and empleg
yearround, tll-time participated in & emploersponsored
retirement plan in 2006, compared t049.3% o workers aged 35 to
44,54.5% ofthoseaged 45to 54, and 53.8% of thosepd 55 to 64.

1 Black, Hispanic, and other non-white workers were less lkely to
have participated in an employer-sponsored retirement plan. Ffty-
five percat of white workers participated im compay-sponsored
retirement plan in 2006, compared t043.8% of black non-Hispanic
workers, 27.6% of Hispanic workers, ard 47 1% of other non-white
workers (mainlyAsian-Ameican and N&ave American wokers)

1 Only 26.2% of workers whose earnings weae in thelowest quartile
in 2006 (under $25,00Qarticipded in a réirementplan at work,
compaed to 66.7% of works whose arnings werein the top
guartile (doove $60,000).

1 The pecentace of pat-yearor pat-time workes in the private sztor
whose emplogr sponsor@ a r¢irement plan wa 37.8% in 2006,
down from 3.9%in 2005. The pacentege of pat-year or part-time
workers in the privatesector vino participag¢d in an enployer
sponsared retirement pan fell from 24.4% in 2005 to 23.3% in
2006.
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Pension Sponsorship and Participation:
Summary of Recent Trends

Background: Employment and an Aging Workforce

The ging ofthe American populatiohas nade etiremeat income an issue of
increasingconcen to the Congess ad the public. Althoug Amerians ae living
longe than &er bdore, most retire bere age 65. Moreove, while the ndon’s
population continues togrow, thedeclinein birth rates tha followed the post-World
Warll “babyboom” and theantinued lentheningof life spans will result in fewer
workers relative to the numbe of retirees. Thesetrends will affect the econone
well-beng of future retirees beausepensions and Social Seityrbeneits will be
paid overlonge peiiods of time; savings will haveo be stretbed overlonge
retiremens; and Social Securitybeneits will have to beinaned bya woking
population thet is shrinking reative to the numbe of retirees.

Life Expectancy Continues to Increase

The averge life expectancy of Americans born in 1960 was 69.&as. I has
been estimiad that those who were born in 2005 will live for an average of 77.8
years.! A man whoreached age 65in 1960 cauld expect to live another 130 years,
while awoman whotumed 65 in 1960 had aremaininglif e expectancy of 15.8 years.
A manwhoreachedage 65in 2005 ould expect to live another 16.8as, while a
woman who tmed 65 in 2005 had agmaininglife expectang of 19.8 yars. As
more peple live into old ag, the ag-profile of the population will Bift. In 1960,
16.7 million people in the United States — 9.2%thepopulation —were ag 65
or older. h 2005, theravere 36.7 million Americansge 65 or olde represating
12.4% of the poputeon. By2025,acmordingto projedionsmade bythe Bureai of
the Census, themgill be 63.5million people ag 65or older, @mprising 18.2%of
the U.S. population.

Labor Force Participation Begins to Drop After Age 55

The proportion o the population thet is either working or looking for work is
calledthe“labor force participdion rate.” As indicated bythe data infable 1, the
labor force paticipation rae stats to drg significantly after age 55. When income
is no longedeived from ernings, individuals depend more onrs#ons, interest and
dividends, withdrawal sfrom their saving, and — wkntheybecome digible through
ace or disability— Social Security The @ing of the U.S population will place
strains on ke components of the tdational “threelegged stool” of etirement
income: Social Seaurity, pensions, ard personal saving.

! U.S. NationalCerter for Health Statistics Vital Statisticsof theUnited States.
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Table 1. Labor Force Participation Rates in 2006

Total Number | Number in the Labor Force
Age of People Labor Force |Participation Rate
(thousands) (thousands) (percent)
Men
Age 25to 54 61640 55840 906
Age 45to 54 20991 18489 881
Age 55to0 64 15095 10509 696
Age 65andup 15219 3,006 203
Women
Age 25to 54 63243 47,726 755
Age 45to 54 21910 16,656 760
Age 55to0 64 16280 9,475 582
Age 65andup 20394 2,338 117

Source:U.S. Department of L abor, Bureau of L abor Statistics,Empgoymentand Eanings
(January2007).

Congress and Retirement Income Policies

The hternd Revenue Code a&s first amended to jvide favorable tax
treament for qualifiel pension and teement pans nthe 1920s These povisions
have ben expanded ral modified manytimes sincethen Among the tax
exemptionghat applyto traditional “deined benét” pension plans aréhe dedutton
of pension conibutions from emplogr inamme, exclusion cdmployer contributions
to pension plans from empleg inome, and tax exempitn of the earning of
persion trusts In “defined contribution” plans siicas those authiaed under
section 401(k)of the tax code, incom&xes are derred until retirenent on
employer and emploge ontributions to lheplanandonthe investment eaings of
the plan.

By establishing théax-favorel status of pension progms ad definingthe
terms undewhich tax eemptions andleductions & ganted, fedeal tax law has
both encourgedthegrowth of retirementplancoverlage amongworke's and shaed
the devlopment of pensionasnd retirement savings planSongess also has solig
to protect the pesion benefs earnal byworkers throudp dired regulation of pension
plans, most notablghroudh theEmploye Retiremat IncomeSecurity Atof 1974
(ERISA, P.L. 93-406). ER®A, too, mayhave infuencel the deviepment of
employer-sponsored retirement plans. Snceits enactment, ddined contribution (DC)
plans haveroliferated while theaumber of diéned benefit (DB) plans hasdllen.

2 Definedbenrefit pendonsaretaxed when theenployeereivesberefitsduringretiremert.
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Two Kinds of Retirement Plans: Defined Benefit and Defined
Contribution

Retirement progams ae leally classifial as eitherdefined ben€fit plans or
defined contributiomplans. h defined benefit or “DB” plans the retirement bendfit
usuallyis based on amgployee’s salaryand numbeof yeass of service.With eat
yearof service, avorker accrus a benét equal to either fixed dollar amount per
month or year of service or a percentage of his or her final pay or average pay.

A defined contributioror “DC” plan ismuch Ike asaving acount maintained
by the emplogr on behalf oéat participding enployee. The emplogr @wntributes
a specific ddlar amount or percentage of pay into the account, which is usualy
invested in stocks and bonds.someplans, the size of the empkrys contribution
depends on thamount the empl@®e ontributes tathe plan. When the worke
retires, theamountf the retirement benefit that he or shesives will depad on the
balane in the acount, which is the sum oll ghe contributions that have been made
plus interest, dividends, andptal gans (or losses). Theorkerusually has the
choiceof receivingthese funds as a lump sum, a &= of fixed payents over a
period of years, or in the form of alife annuity.

In recen years, many employers have converted their traditional pensons to
hybrid plansthat have karateiistics of both DB ad DC plans. The mostpopular
of these hprids has beethecash balancelan. A cash balane plan looks like a
DC plan in that the acuel beneit is defined in terms ofraacount balance The
employer m&es ontributions to he plan ad payg interest on thecaumulate
balance. However, in a cash bdance plan, the account balances ae meéely
bookkeeping devices. They are nat individual accounts that are owned bythe
participats. At retiremat, the emploge must reeive a benét that is equala the
amouwnt contributed to the plan plus the interest that has been aedited to thase
contributions. keally, therdore, a cah balane plan is a ded benefit plan.

Who Bears the Investment Risk? In a deined benét plan, it is the
employe who beas theinvestmentisk of theplan,while in a defned contribution
plan it is theemploye who beas the investment risk.nla deined benét plan, the
employer promiseso provide réirement benfis equal to aertan dollar amount or
aspecificperentag of theemploye’s pay The enployer contributes moneyo a
pension trust that is invested in stoddands, rekestate, or otheassés. Retirement
bendits ae pad from this trust fund. The employer isat risk for the anount of the
retirement benefits that have been promised to employees and their survivors. If
thereareinsufficient fundsn the pensionrustto paythe acrued beneits, the firm
that sponsors the pension plan isalggobligaed to make up the diffrence by
paying mole moneyinto the pension fund.

In a deined contribution plan, the empleybears no risk beyd its oblgation
to make contbutions b eat emploge’s retiranent acount. h theseglansitis the
employe who beas the risk that his or heetirementacountwill increase in value
by an amount suiient to provide adguate incomeduring retirament. f the
contributionsmadetotheaccount by theemployer andtheemployee are insufficient,
or if thesecutties inwhichtheac®unt isinvestedosevalue orincrease in vaue too
slowy, the employee risks having an incomein retirement tha is na suficient to
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maintain hisor her desired standa of living. If this situation occurs, the war
might choose to delay retirement.

Many fadors afect afirm’'s decision to sponsor atiremeit plan and a
worke’s decisionto paticipate in the plan. In any given year, changsin the
business ¢imate— inflation, interest rates,wageincreases, thecos of other bendfits
(such ashedth insurance), trends in business reveruesand profits — could weigh
more havily in a firm’s deision to stablish orcontinuearetirenentplan than the
potential tax advant&g it couldyain bysponsoring plan. likewise, & emploge’s
decisbn to participate or not to participain a rérement plan maype afeced by
sweh vaiables as the rate of growth of wages, the rising cost of employee health
insurance premiums, his or her confidence in the financial status of Social Security,
and wheher another fanily member leady participdes in a rérement plan.

Encouraing sponsahip of retirement plans bygmall firms is an important
issueto theCongessin pat becaiseof the large numberof peopleemployed by
small businesses.n 12006, for &ample, more than 37 miln wag and skary
workers wee emplod byfirms with fewa than25employees® The rdatively low
rates d employer onsorship ard enployee paticipationin reirement plansat snal
businesses have promptedCongress b look for ways to make it easier for smadl
employersto establishand mantain retirement pansfor thar employees. Because
small emplogrs maybe reluctant to take on thenfancial rsk and administrative
burden o esteblishing a deined-bendit pendon plan, Corgress fas saught to
encairage gedaer rdirement plan sponsorship amosigall businesses mainby
easingthe finandal and reorting requiranents associatewith cetain types of
defined contribution pension plans. THeewenue At of 1978 (P.L 95-600)
authorizel a defned contribution plan died the Simpliied Employee Pension
(SEP)? TheSmall Business Job Protectiéat of 1996(P.L 104-188) athorized
anothetypeof defined contributionplancalledtheSavingdncentive M&ch Plan for
Employees SIMPLE). Nevatheless, rees of réirement plan sponsorship and
paticipation insmal firms ontinueto lag behind therates achieved inlarger firms.

The Number of Defined Benefit Plans Is Declining

Accordingto the Pension BefieGuaranty Corporation(PBGC), the number
of insured déned baefit plans fé from 114,396 in 198%0 30,336in 2005> The
dedine in the rumber of DB plans resulted mainly from the termination of a large
number of smih plans. Béwveen 1985 iad 2005, the number aingleemployer
defined benefit pension plans with fewer than 100 participants fell from 90,061 to
17,997, a ddme of 80%. Thewumber of lage DB plansfell from 22,147 to 10,772,

® Full-time and part-time wage and sdary workers. (Source: Current Populaion Survey)

* P.L. 95-600authorizdtaxexenptiononly for employer contribttionsto aSEP TheTax
ReformAd of 1986(PL. 99-514)allowed workers infirms with fewer than25 enployees
to cantribute to &SEPon atax-deferred basis throbigsdary redwction(SARSEP). P.L. 104-
188authorizd SMPLE plars toreplaceSARSEPs Firmsmaycontinweto estélish SER
funda exclusively by enployer contributions but nev SARSEPswere gohibited after
Decamber 31,1996 Prevously existig SARSEPsmay cortinueas lefore.

® PensionBerefit GuarantyCorporatia, Pensioninsuance Data Book2005
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a detine 0f51.4%. Inreentyear, howeve, seveal large pension plans kia be@
terminated, ad others havdeen frozen” so tha participants no lorgy acrue
penson bendfits.

Recent Trends in Retirement Plan Sponsorship
and Participation

Everymonth the Burea of the Gansus condus theCurrent Population Swey
(CPS) among anationally repesentive sample of pproximately 100,000
households, primarilyor the pupose of stimating tle rates of enployment and
unemploynent. DuringMarch of eaxh year, the surveyincludes supplemental
guestions about emplmert, income hedlthinsurance, regirement plan paicipation,
and reeipt of government benefits during the previous caendar year. This
information allows aralysts ard reseachers to cdculate the number and percentage
of worke's who rg@orted whéher ther emplbyer offered a etirement plan and
wheher they participated in the plan. Responses can then be categorized by
demographic and economic characteristics, such as the worker’'s age, race, sex,
income andthesizeof firmat which they worked. Unfortunately, however, because
the GPSasks ony two pension-r&ated questions- if the worke’s employer offered
aretirement pan and if theworker was included intheplan — we cannot asaertain
whetherthe plan is a daed benefit plan or adefined contribution plan.

Plan Participation by Full-Time vs. Part-Time Employment

Table 2 compares retirement pan perticipation anorg year-round, full-time
wage and skary workers in the privateector vith participation amongiorke's who
were employed pat-year or pat-time. Workers with pat-year or parttime
employnent aranuch kssikely to be emplogd bya firm that sponsorsratirenent
plan. Pat-time and pat-year workers aso are less Ikely to partigpate if thar
employer sponsors plan.

The propotion of yearround, till-time workes employd at frms that
sponsored aetirementplan detined from 59.7% in 2005 to 57.2% in 2006. The
participation rateamongthese wdkers €ll from 51.6% in 2005 to 49.2% in 2006.
Plan participation amonfgll-time workes incrased fronb4.6% in 1990 to 57.4%
in 2000. It has since fallen by about eight percentage points. Between 2005 and
2006, the proportion of patime or pat-year worke's emplogd by firms that
sponsorearetirementplanfell from 39.9% to 37.8%. The piipation rateamong
pat-year and pat-time workers whose employer sponsored aretirement pan fell
from 24.4% in 2005 to 23.3% in 2006.

The lower rate of retirement plan participation anorng pat-year and pat-time
workes is one ofhereasons thawomenarelesslikely thanmen to participee in a
compaty-spon®red etirement plan. Therds little differencein retiremeat plan
participaion beweenmenand women o workyear+ound, full-time (Seelable
4.) Women, however, are more likely than men to work part-year or part-time. In
2006,83.6%o0f working menbetweea the agesof 25 and64 were enployed year
round, full-time compared to 68.5% of avking women in this ag-goup.
Consequently, while women who worked full-time in 2006 were as likely as their
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mde counterparts to have paticipated in aretirement pan (49.7% o women vs.
48.9% of men), the retirement plan participation rate anong all women 25 to 64
yeas old in the private s#or in 2006 was lowethan the pdicipation rate mong
all workingmen in thage group® (41% ofwomen participated vg5% of men.)

Table 2. Participation in Retirement Plans
by Full-Time vs. Part-Time Employment
(Privatesectorwage ard sdary workers,ages 5 t064)

Workers Employer SponsorsPlan | Employees Participating
(thousands) | workers Percent | Participant | Percent
Full-time
1990 53026 33323 628 28955 546
1995 60687 38344 632 33298 549
2000 70177 46499 66.3 40304 574
2001 69,265 45097 65.1 38678 558
2002 69093 42805 620 36973 535
2003 69,306 43450 62.7 37464 541
2004 70402 43488 618 37588 534
2005 72331 43195 597 37347 516
2006 74542 42601 572 36676 492
Part-time
1990 23608 8,838 374 5,273 223
1995 23,790 9,348 393 5,508 232
2000 21420 9,708 453 5,756 269
2001 23449 10535 449 6,444 275
2002 24104 10353 430 6,192 257
2003 23714 9,88 416 591 253
2004 23137 9,597 415 5,748 248
2005 23394 9,337 399 5,707 244
2006 22660 8,566 378 5,287 233
All workers
1990 76633 42161 550 34228 447
1995 84477 47692 565 38806 459
2000 91597 56,207 614 46,060 503
2001 92714 55632 600 45122 487
2002 93,197 53,158 570 43165 463
2003 93020 53318 573 43455 467
2004 93539 53085 568 43337 463
2005 95,725 52532 549 43053 450
2006 97201 51167 526 41963 432

Source: CongressionalResarch Sewviceandysis of the CurrentPopulation Surve, various yeas.

® CRS estimatesbased on the March 2005 CPS (nat shown in accompanying tables.



CRS7
Retirement Plans and Employer Size

Data from the CPSshow tha retirement pan perticipation in smal firms iose
betwea 1990 and 2000, bitasreentlydeclined. TheCPSdata &0 indicate that
access b acompany-sponsored retirement pan remans stbdantialy lower in andl
firmsthanin firms with 1000r more enployees. Thelata displagd inTable 3show
that from 1990 to 2006hé numbenf workers between thages of25 and 64 who
were employed in theprivate sector and worked year-round, full-time at firms of al
sizes incrased fom 53.0 millonto 74.5 million. At the same time, the numioér
such workers whosemployer offeled aretirementplan increased fron83.3 million
to 42.6 milion. Theproportionof yearround full-time workers who wee enployed
at firms that oféred a re¢irement planrose from 62.8% in 1990 to 66.3% in 2000.
It has sincedllen to 57.2%.

Thedatadisplayed inTable 3show that since 2000, theoportion of workes
in firms with 100 or more wders whosemployer sponsors eetirementplan has
fallen from 805% to 724%. Neverthdess, workers a large firms reman
substantiallymore likelythan emploges osmall businesses to work fam emplogr
that sponsors atieement plan.In 2006,26.6%of full-time workers in businesses
with fewe than 25 eployees vereemployed at irms that sponsored atirement
plan, down fom 34.2% ir2000. This wasstill highe thanthe 25.4% of wrkels at
small firms whose empl@y sponsor a reirement plan in1995. Amongworkeas
in firms with 25 to 99 emplaes, 50.7%vere employd at frms that sponzed a
retirement plan in 2006, compedt to 58.5% in 2000 and 54.1i%61995.

Table 3also slows the pecentaje of yearround, till-time emploges in the
private sector who participated in an enployer-sponsared retirement gan.” This
statistic take into accountthe impactof employersthatdo not sponsoa dan on
overdl retirement plan participaion rates. Amongfirms of all sizes, the propaion
of yearround, Lill-time emploges baveen theagesof 25and 64 who pdicipated
in a regirement plarfell from 51.6% in 2005 to 49.2% in 2006. This was also lower
than the paicipation rates 057.4% n 2000and 54.9%n 1995. h firms with fewe
than 25 emploges, just 22.9%f full-time employeeshetwea the ags of 25 ad 64
participaed in a rérement plan ir2006,downfrom 29.3% in 2000, but hirger than
the 21.3% who paticipated in aplan in 195. In firms with 25to PO anployees,
retirement plan parcipation fell from 45.2% in 2005 to 42.6% in 2006. Thiswa
lower than the paticipation rates 049.4%in 2000 and 46.0% in 1995. Participation
in retirement pans anmongworkers n firms with 100 or more employees dso fell
betwea 2005 and 2006, diming from 65.4% to 62.7%. This wasrast eight
percentage pants lower than the paticipation rates d 70.2% in 2000 and 70.4% in
1995.

" Not all enployees whos enployer spmsorsa retirenent gan areeligible to participate.
For exanple, enployeesunder aje 21 thosewho hawe ben enployed fa lessthanone
year,andthosewho work fewerthan1,000 hoursin ayear ca be exludedfrom theplan.
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Table 3. Participation in Retirement Plans by Size of Firm
(Privatesectorwage ard sdary workers,ages 5 to64, enployed yearround full-time)

Size of Workers Employer SponsorsPlan | Employees Participating
firm (thousands) | workers | Percent | Participants | Percent
Under 25 employee
1990 12119 3,42 251 2,619 216
1995 14627 3,715 254 3,109 213
2000 16591 5,575 342 4,857 293
2001 17061 5,788 339 4,965 291
2002 17878 5,658 317 4,880 273
2003 18616 5,850 314 5,064 272
2004 18906 5,795 307 5,016 265
2005 19200 5,569 290 4,851 253
2006 19406 5,160 266 4,434 229
2510 99 emgoyees
1990 7,892 3,904 495 3,201 417
1995 9,108 4,923 541 4,188 460
2000 10492 6,139 585 5,186 494
2001 10466 6,086 582 5,067 484
2002 10,719 6,030 563 5,126 478
2003 10540 6,133 582 5,254 499
2004 10532 5,969 567 5,121 486
2005 11214 5,975 533 5,070 452
2006 11489 5,829 507 4,889 426
1000r more emplo/ees
1990 33014 26378 799 23045 698
1995 36951 29,706 804 26,000 704
2000 43094 34692 805 30262 702
2001 41739 33223 796 28645 686
2002 40496 31116 768 26967 666
2003 40149 31466 784 27146 676
2004 40964 31724 774 27452 670
2005 41917 31562 755 27425 654
2006 43646 31612 724 27353 627
All firms
1990 53026 33323 628 28955 546
1995 60,687 38344 632 33298 549
2000 70177 46499 663 40304 574
2001 69,265 45097 651 38678 558
2002 69,093 42 805 620 36973 535
2003 69,306 43450 627 37464 541
2004 70402 43488 618 37588 534
2005 72331 43195 597 37347 516
2006 74542 42601 572 36676 492

Source: CRS andysis of the CurrentPopulation Survey, various yeas.
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Plan Participation Among Men and Women

Table 4shows the ri@s of participation in empl@y-sponsored teéement plans
by men and women between the ages 25 and 64 who were employed in the private
sector ad workel yearround, till-time. Between 1990 and 2000, thegportion of
men whose mployer sponsore a réirement plan roséfom 63.3%to 66.2%. Since
then, it has dropped to 56.3% he propaion of women who wdeed & firms that
sponsored eetiranent plan incrased fom 62.1% iM990to 66.4% n 2000. In 2006,
58.4% of woma who workel yearround, till-time wereempbyed at frms that
sponsored &etirement plan. Thus,in 2006women who wee enployed yearround,
full-time were more likelythan men to haweorked for an emploer tha sponsored a
retirement plan. Men rad women, howeer, were almostequally likely to have
participatedin an employer-sponsoredetirementplan. In 2006,48.9% of men Wwo
were emplogd yearround, full-timeparticipaed ina companysponsoredatiremant
plan, compazd to 49.7% of wmen. Bth of these péicipation rats wereower than
the 2000 parcipation rates 058.3%for menand56.1% forwomen. Thearticipdion
ratefor men vas 9.4 parentae pointdowerin 2006 than in 2000. The paipation
ratefor women was 6.4 peentage points lower in 2006 than in 2000.

Table 4. Employee Participation in Retirement Plans, by Sex
(Privatesectorwage ard sdary workers,ages 5 to64, enployed yearfound full-time)

Workers Employer SponsorsPlan Employees Particiating
(thousands) | \orkers Percent | Participants | Percent
Men
1990 32208 20,389 633 18242 566
1995 36504 23008 630 20,359 558
2000 41516 27463 662 24220 583
2001 40976 26539 648 23164 565
2002 40851 25,100 614 22033 539
2003 40963 25306 618 22083 539
2004 41732 25,190 604 22079 529
2005 42881 25,136 586 22021 514
2006 44210 24898 56.3 21616 489
Women
1990 20817 12934 621 10,713 515
1995 24182 15336 634 12939 535
2000 28661 19036 664 16,083 56.1
2001 28290 18558 656 15513 548
2002 28242 17,704 62.7 14939 529
2003 28342 18144 640 15381 543
2004 28670 18298 638 15509 541
2005 29450 18059 613 15326 520
2006 30332 17703 584 15060 497

Source: Congressional Resarch Sewice andysis of the Current Population Survey, various yeas.



CRS10

Plan Participation by Employee Age

Table 5displays rates oparticipdion in emplogr-sponsoredetirement plans
amonrg workerswho were employed intheprivate sector and worked year-round, full-
time, acordingto their ag. Youngworkes— ages25to 34— were less likelythan
middle-agdandolderworkers to beemployedatafirm thatsponsred a retirement
planin2006. Theylso wee less likelyto participaten retiremet plans than arelder
workers. I 2006, 52.3% of wdkers 25 to 34 gars old worked ér an enployer thda
sponsored eetirementplan,and41.1%of workersin this ag goup paticipated in a
companysponsored pla Thus, 78.6% of thosged 25 to 34 who wéed fora firm
tha sponsared a plan partcipated in the plan (0.411/0.523 = 0.786). In contrast,
amongworke's 55to 64 yeass old, 60.1% worke at firms that sponsoredetirement
plan, and 53.8%articipded in a compay-sponsored pla Thus, amongvorke's aged
55 to 64 who workefor afirm that ponsored aetirementplan, 89.5% participated
in the plan (0.538/0.601 = 0.89%)

® Same o the differencein paticipationrates isbecase workers unler $ aresonewhat
more likely tobe intheirfirst year with anenployer ard can beexcluded fram participating
in theplan Employeeswhowork fewerthan1,000 hoursin ayear an these underage 21
also @n e excludedfrom participating but ndther goupis representedn Table 5
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Table 5. Employee Participation in Retirement Plans, by Age
(Privatesectorwage ard sdary workers,ages 5 to64, enployed yearround full-time)

Employee | Workers Employer SponsorsPlan Employees Participating
Age (thousands) | Workers | Percent | Participants | Percent
25t0 A4
1990 19344 11489 594 9,135 472
1995 19,759 11673 591 9,337 473
2000 20,398 12803 628 10173 499
2001 19542 11908 609 9,330 477
2002 19389 11090 572 8,638 446
2003 19288 11221 582 8,822 457
2004 19122 10878 569 8,584 449
2005 19677 10577 538 8,268 420
2006 20,359 10648 523 8,371 411
35t0 44
1990 16,989 11042 650 9,871 581
1995 20439 13235 648 11,742 575
2000 23362 15479 66.3 13559 580
2001 22445 14841 66.1 12882 574
2002 213826 13681 62.7 11879 544
2003 21328 13428 630 11609 544
2004 21587 13314 61.7 11564 536
2005 21688 12893 595 11289 521
2006 21875 12313 563 10,781 493
45t0 54
1990 10922 7,148 655 6,586 60.3
1995 14042 9,240 658 8,31 597
2000 18489 12951 701 11,787 638
2001 18625 12650 679 11324 608
2002 18,796 12308 655 11204 596
2003 19227 12,752 66.3 11521 599
2004 19,763 12827 649 11531 584
2005 20466 12995 635 11686 571
2006 21,188 12959 612 11542 545
55t0 64
1990 5771 3,644 631 3,363 583
1995 6,446 4,196 651 3,838 595
2000 7,929 5,267 664 4,785 60.3
2001 8,663 5,698 659 5,141 594
2002 9,082 5,725 630 5,252 578
2003 9,463 6,045 639 5,512 583
2004 9,930 6,470 652 5,910 595
2005 10500 6,730 641 6,104 581
2006 11120 6,631 60.1 5,381 538

Source: CRS andysis of the Current Population Survey, various yeas.
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Plan Participation by Employee Race

TheMarch 2003 CPSintroduced newly expanded categories of race and ethnicity,
makingcompaisons with prior gas problematic. rl Table 6,race and #nicity are
categorized as white non-idpanic, blak non-Hispanic, kspanic, and othe The
“other’categoryincludes mainlhpersons whoskeritag is Asian, Nave Amerian,
Eskimo, or Pacifidslander. In 2006, the likelihood of beingmployed at airm that
sponsared areirement gan was hghest for white non-Hispanic workers and lowest
for Hispanic workers. Black non-Hispaniavorkers and“Asian/Othe” workers were
about equidy likely to hare worked for an emplogr tha sponsored atirement plan.
Amongwhite non-Hispanievorkes, 62.7% worke for an employer tha sponsored
a rdirement plan, ad 550% participated in an eaployersponsored plan. ong
Hispanic wokers, just 35.0% wéed foran emplogr thatsponsored eetiranent plan
andonly 27.6% paticipated in an eployersponsored teéement plan. OWworkas
who classifed their race ad ethnicityas blak non-Hispanic, 53.3%vorked for an
employer tha sponsorea planand43.8%participaedin aplan, while amondsian-
American and other workers, 55.9% worked for an employer that sponsored a
retirement plan and 47.1%articipded in a plan.
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Table 6. Employee Participation in Retirement Plans, by Race
(Private setor wage ard sdary workers,ages 5 to64, enployed yearround full-time)

Employee Workers Employer SponsorsPlan | Employees Particimating
Race (thousands) | Workers | Percent | Participants | Percent
White, non-Hispanic
2002 49012 32,711 66.7 28336 588
2003 48524 323800 676 28,759 593
2004 48618 32427 66.7 28522 587
2005 49952 32490 650 28618 573
2006 50627 31,740 62.7 27817 550
Black, non-Hispanic
2002 7,078 4,156 587 3,363 475
2003 7,241 4,311 595 3,565 491
2004 7,556 4,570 605 3,753 497
2005 7,511 4,25 572 3,491 465
2006 7,927 4,24 533 3,468 438
Hispanic
2002 8,H42 3582 401 2,777 311
2003 9,073 3,790 413 2,956 326
2004 9,661 3,802 394 2,987 310
2005 10208 3,775 370 2,%4 290
2006 10982 3,343 350 3,082 276
Other
2002 4,062 2,356 580 1,96 492
2003 4,468 2,588 579 2,193 491
2004 4,578 2,689 587 2,326 508
2005 4,660 2,636 566 2,274 488
2006 5,007 2,794 559 2,358 471

Source: Congressional Resarch Sewvice andysis of the Current Population Surve, various yeas.



CRS14
Plan Participation by Employee Earnings

Table 7 shows the Hationship between agnings and pdicipation in an
employersponsored teement plan. A Table 7, workers’annual arnings from waes
and saldes — aseportel on the Curnet PopulatiorSurvey— arerankel by quatrtile.
In 2006, one-quéger ofprivatesector vage and siary workesbetwea theages of 25
and 64 who wee enployedyearround,full-time eanedmorethan$60,000. Another
quarter had eanings between $40,000 ard $60,000. The next quarter had eanings
between $25,000 and $40,000, and thosethe lowest quartile anel less than
$25,000.

In 2006, 70.9% ofgarround, Lill-time workels in the private s#or with annub
eanings in theop quatile were employedby firms that sponsoredratiranent plan,
and 66.7% of workers in the top earnings quartile participated in aretirement plan.
Both of these pecentages wee lowe thantheratesin 2000and1995. In 2000, 80.2%
of yearround, till-time workes in the private s#or with annubeamings in the top
guartie were employed by firms that sponsored a retirement plan, and 75.5% of
workers in the top eaings quadile participaed in a rérement plan. Thequivalent
sponsorship and participation rates in 1995 were 77.1% and 73.0%, respectively.

The pecentage of workesemployed affirmsthatsponsored a retineent plan and
the pecentaye who paticipated in thes@lans wee progessi\ely lower in ech of
three lowest eanings quartiles Fa example, among warkers in the lowest eanings
guartile in 2006, 36.6% we enployedatfirms thatsponsoreé@retirementplan, and
26.2% of wokers inthe bottom quartile paticipated in aretiranent plan. Bth of
these pecentages wee lower than theampardle rdaes in 2000 and 1995n P00O,
44.9% of yarround, till-time workes in the private sgor with annubeamnings in the
bottom quartile weremployed byfirms thatsponsored &etirement plan, and 32.1%
of workers in the bottom earnirgyquartile paicipated in a etirement plan. The
equivalent sponsorship andrcipation rate in 1995 were42.4% and 30.4%
respectively.

Low-wage wolkers aie notonly lesslikely to work for anemployer thd sponsors
a rgirement plan; thewlso ardess likelyto participatef a plan is éfered Among
empbyees whose earnings in 2006 were in the top quartile, 70.9% worked for an
employer thd sponsored a retiremgplan and 66.7%articipded in a réirement plan.
Therefore, the paticipation rate anorng employees inthetop earnings quartile whose
employer sponsored aetiremant plan was 94.1%0(667/0.709 = 0.941). Among
workers whose 2006 earniagverein the bottom quartile, onl$6.6% worke for an
employer thd sponsored atirement planand jus 26.2% participated ia rdirement
plan. Thus, the pacipation rate mong lowwage emploges vihose emplogr
sponsored eetirement plan was 71.6%09.262/0.366 = 0.716).
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Table 7. Participation in Retirement Plans by Annual Earnings
(Privatesectorwage ard sdary workers,ages 5 to64, enployed yearround full-time)

Worker's Annual Employer SponsorsPlan Employee Participaes
Earnings Percentageof Workers Percentageof Workers
Highed Earnings Quartile
1990 779 737
1995 771 730
2000 802 755
2001 782 733
2002 753 710
2003 770 725
2004 758 714
2005 744 703
2006 709 66.7
Sewnd-highed EarningsQuartile
1990 720 642
1995 724 651
2000 743 671
2001 742 66.7
2002 709 633
2003 710 636
2004 713 641
2005 686 615
2006 6638 599
Thir d-highed Earnings Quartile
1990 613 514
1995 610 513
2000 660 555
2001 639 529
2002 613 516
2003 616 517
2004 609 510
2005 590 498
2006 562 463
Loweg EarningsQuartile
1990 412 303
1995 424 304
2000 449 321
2001 449 315
2002 414 295
2003 412 284
2004 416 299
2005 390 275
2006 366 262

Source: CRS andysis of the CurrentPopulation Survey, various years.
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Another Measure of Retirement Plan Participation:
The National Compensation Survey

The Bureau of Labor Statistics collects dateom employrs dout paid leave
health insurare, rdirement plan paicipation,flexible spendingacounts, and other
employee baefits as pd of theNational Compensation SurvélCS). This survey
is conducted among a ndiondly representaive sample of private-sector business
esteblishments® The term establishmentisuallyrefers toa sinde placeof business at
aparticula locationor all branches ofa business in a geacular meropolitan are or
county. An establishment might be abranch ar smdl operating unit of alarger firm.
In contrat, afirmcomprisesall of the esthlishments that togeth&srm a ©rpordion,
partnership, or other business entity.'°

According to the data alected fran enployers throu@ the National
Compensatiosurvey 51% of workers in the prate setor participaed in emplogr-
sponsored retirement plaimsMarch 2007.%eeTable 8) Twentyperentof private
sector wokers participaed in define beneit plans and 43% pacipated in dahed
contribution plans Approximately 12% of private-sector workersparticipated in both
types of plan. fie NCS indicates that 6666 employeesin establishments with 100
or more vorkers participatd inan emplogr-sponsored teement plan in Marh 2007,
while only 37% of enployees & establishments with fewahan 100 emplaes
participated in an employer-sponsored retirement plan. The data from the NCS also
indicate that mong ull-time workes, 60% paicipated in an enployerssponsored
retirement pan in March 2007, compared tojust 23% o part-time workers.

Whileit is rot necessaily suprising tha the resuts of theNCS differ from those
of theCPS nhor that theNCS shows higher rates d participation, it is important to note
that in reent yeas the diffeen in the reaults shown byhe two survey has incrased
becaise theNCS ha indicated @enenlly steadyrateof retirement plan pdicipation
whereas theCPSdata indicge that réirement plan paicipation has baefalling. As
recently as 2003, theNCS indicated that 49%of private-sector workers paticipated in
a rdirement plan wheeas the CP®lata showed participation rate af7%. This two
perentag point diffeencewas small enougto be inconsequéial for most anallycal
purposes. The slightly higher rate of paticipation indicated by theNCS might partly
be dudo the fatthat the business ownerskbenets specialists who aiaterviewel
for the NCS could be expected to hageeaker knowledge of employer-provided
berefits than the hous®ld members intervieed for the CPS. ByMarch 2007,
howeve, the NCSndicated that the proportion of privagedor workes paticipating
in employersponsared retirement pans was 51%, wheeas the March 2007 CPS
(which asks @out pendon paticipation in 2006) showed that paticipation in
retirement plans amongyivate setor wokershadfallento 43% The difference in the
resultsshownbythetwo survey cannolonge be consideed in@nsequential, laang

° For more information on tlke National Conpenséion Survey, sse US. Departnent d
Labar, National Compensatian Survey:EnployeeBenditsin Privatelndustly inthe United
StatesMarch 2006 available online a [http://www.bls gov/ncgebs'sp/ebsmD004.pdf].

19 In theCensusBureau’sCurrent Populaion Survey, enployer characteristicare reprted
at thelevel of thefirm, which may include more than one estalishmern.
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andyststo question whether one a both surweys have problems elated to sample
selection or survey methodology.

Table 8. Percentage of Private-Sector Employees Participating
in Employer-Sponsored Retirement Plans

Type of Retirement Plan
All Types Defined Benefit Defined Contributio n
Establishment Size
1-99workers
March 203 35 8 31
March 204 37 9 32
March 205 37 9 32
March 206 37 9 33
March 207 37 9 33
1000r more workers
March 203 65 33 51
March 204 67 34 53
March 205 67 36 53
March 206 67 33 54
March 207 66 32 53
Work Schedule
Full-time workers
March 203 58 24 48
March 204 60 24 50
March 205 60 25 50
March 206 60 23 51
March 207 60 23 50
Part-time workers
March 203 18 8 14
March 204 20 9 14
March 205 19 9 14
March 206 21 8 16
March 207 23 9 18
All workers
March 203 49 20 40
March 204 50 21 42
March 205 50 21 42
March 206 51 20 43
March 2007 51 20 43

Source: U.S.Depatmert of Labor, National Compensaion Survey.
Note: Datarepresent 102 milion workers employedin the private sector in 2003 ad 108
million workers employedin the private secor in 2007.
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