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Pension Sponsorship and Participation:
Summary of Recent Trends

Summary

According to the Census Bureau’s Current Population SurveyCPS) the
number of pvate-setor wolkers béween theages of 25 ad 64 whose emplogr
sponsored eetirementplan fellfrom 53.1 million in 2004d 52.5 million in 2005.
The numbeof workers whgarticipded in an emplogr-sponsored retirement plan
fell from 43.3millionin 2004 to 43.1 miion in 2005. The peentag of 25 to 64-
yearold workes in the pirvate sector vihho participsed in an emplogrsponsored
retirement plan ddmed from 46.3% in 2004 to 45.0% in 2005.

A CRS analygis of theCurrent Population Sweyindicates that, amongipate-
sector workers 25to &4 years old who were employed year-round, full-timein 2005:

1 The pecentage of workeiswhoseemployer sponsoré a réirement
plan fdl from 61.8% in 2004 to 59.7% in 2005.

1 The pecentage of workers who participted in an emplosr-
sponsared retirement plan declinedfrom 53.4% in 2004 51.6% in
2005.

1 Only 253% of workers at firms with feer than 25 emplosrs
participaed in an employer-sponsoredetirement plan in 2005,
compaed to 45.2% of workerat firms wih 25 to 99 emploges ad
65.4% o workers a firms with 100 or more employees.

1 Therewas réativelylittl e differene in retirement @n paticipation
amorg men and women who were employed full-time 51.4% of
men and 52.0%f women pdicipated inan employer-sponsored
retirement plan in 2005.

1 Only 42.0% of pivate-setor wokers 250 34 years old who were
employed yearround, tll-time participated in an empley
sponsoredetirementplanin 2005,versus55.2%of workers over
age 35.

1 Black, Hispanic, and other non-white workers were less Ikely to
have participated in an employer-sponsored retirement plan. Ffty-
seven pecent of white workes paticipated in aompary-sponsored
retirement plan in 2005, compared to 465% of black non-Hispanic
workers, 29.0% of Hispanic workers, and 48.8% of othe nonwhite
workers (mainlyAsian-Ameican and Nave American wokers)

1 Only 27.5% o workers whose earnings were in the lowest quartile
in 2005 (those wh eanings unde $25,000) pdicipated in a
retirement pan a& work, compared to 70.3% o workers whose
eanings were in the top quartile (those ith eanings above
$60,000).

1 The pecentace of pat-yearor pat-time workes in the private sztor
whose enployer sponsor@ a reirement plan was 39.9% in 2005,
down from 41.5%in 2004. The pecentege of pat-year or part-time
workers in the privatesector o participéed in an emplosr
sponsoral retirement pan fell from 248% in 2004 to 24.4% in
2005.
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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 aerayelife expectancy of
Americans born in 196Wvas 69.#eas. It has beemstimatedhat hose who wee
born in 2005 will live for an average of 77.8 years.! A man whoreached age 65in
1960 could expect to live anoth&B years, while a wonan who turnd 65 in 1960
had a emaininglife expectang of 16 yeas. A man who rachel age65 in 2003
could expect to live anothd6.8 yeass, while a woma who turned 65 2003 had
aremaninglife expectancyf 19.8yeas. As more peple live into old ag, the ge-
profile ofthe population wilkhift. In 1960,16.7milli onpeople irthe United States
— 9.2% ofthepopulation —were ag 65 or olde In 2005, thergvere 36.7 million
Americans ag@ 65 or oldg represaiting 12.4% of the populion. By 2025,
acwrdingto projections made liie Burea of the Gensus, lterewill be 63.5 million
people ge 65 or olde comprisingl8.2% of the US. population.

Labor Force Participation Begins to Drop After Age 55. The
proportion of thepopulationthatis either workingor looking for workis called the
“labor force paticipation rate.” As indicated byhe data immable 1, the labor brce
participdion rate stas to drop significatly after age 55. When income is no loaig
derived from earnings,individuals depend more onpendons, interest and dividends,
withdrawals from their saving, and — whie theybecomeeligible throudn age or
disability— SocialSecurity Theagng of theU.S. populéion will placestrains on
the components dhe raditional “threelegged stool” of etirement income: Social
Seaurity, persions, and personal saving.

! U.S. NationalCerter for Health Statistics Vital Statisticsof theUnited States.
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Table 1. Labor Force Participation Rates in 2005

Total Number | Number in the Labor Force
Age of People Labor Force |Participation Rate
(thousands) (thousands) (percent)
Men
Age 25to 54 61208 55385 905
Age 45to 54 20585 18053 8717
Age 55to0 64 14502 10045 693
Age 65andup 14944 2,9%9 198
Women
Age 25to 54 62967 47387 753
Age 45to 54 21521 16349 760
Age 55to0 64 15663 8,34 570
Age 65andup 20,125 2,319 115

Source: U.S.Department of Lalwr, Bureau d Labor StatisticsEnploynment and
Earnings (January2006).

Congress and Retirement Income Policies. The hterndRevenue Code
was first amended to provide Varabletax reament for qualifiel pension and
retirement plans in the 19208.heseprovisions hae been &panded ad modified
manytimes since then. Amorlgetax exemptions thapplyto traditional “deihed
beneit” pension plans & the dduction of pension conbutions from emplogr
income, &clusion of emplogr @ntributions to pension ghs fom emploge
income, and ta exemption of the earningsf persion trust$ In “defined
contribution” plans suchsathose authorized undexaion 401(k) of the ta code,
incometaxes e defared until retirementonemployer and emploge ©ntributions
to the plan and on the instenent earning of the plan.

By establishig the tax-favore status of pension progms and daning the
terms under which tax exptions and dedtions are gantel, fedeal tax law has
both encouaged the gowth of retirement planoverlge among wdeers ad shaped
the devéopment of pensions andirement savingplans.Congess alsdas soufgt
to protect the pesion benBts earnd byworke's throudp dired regulation of pension
plans, most notablthroudh theEmployeeRetirementimcome Searity Act of 1974
(ERISA, P.L 93-406). ERS®A, too, mayhave infuencal the deviepment of
employer-sponsared retirement pans  Since iksenaciert, definedcortribution (DC)
plans haveroliferated while theaumber of déned benefit (DB) plans hasdllen.

Two Kinds of Retirement Plans: Defined Benefit and Defined
Contribution. Retirement pragms ae legdly classified a eitherdefined bendfit
plans odefined contributiomplans. hddined bendfit or “DB” plans, the ierement

2 Definedbenrefit pendonsaretaxed when theenployeereivesberefitsduringretiremert.
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beneit usudly is basedon an employee’s salaryand numberof yearsof service.
With ead yearof sewice, a worker acrues a beefit equato either aiiked dollar
amount permonth or yea of serviceor apercentageof hisor herfinal payor average

pay.

A defined contributior “DC” plan is much like a savisgacount maintained
by the emplogr on béalf of each paticipatingemploye. The empla@r ontributes
a specific ddlar amount or percentege of pay into the account, which is usudly
invested in stocks and bonds. sbmeplans the sze of the emplogr’'s contribution
depends on thamountthe emploge ontributes to the plan. When the warke
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 intered, dividends, and gatal gans (or losses). Theorke usuallyhas the
choiceof receiving these fundssaa lump sum, a series fiked paynents over a
period of years, or in the form of alife-long annuity.

In recent years, many employers have converted thar traditional pensons to
hybrid plansthat havechalcteisticsof both DB andDC plans. The most popular
of the® hybrids has beethecash balancelan. A cash balane plan looks like a
DC plan in that the acued beneit is defined in terms ofraacount balance The
employer makescontributions tothe plan and pays intereston the accumulated
bdance. However, in a cashbalance plan, the account balances ae meely
bookkeeping devices. They are na individual accounts that areowned bythe
participats. At retiremat, the emploge must reeive a benét that is equala the
amouwnt contributed to the plan pus the interest tha has keen 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 beastheinvestmentisk of theplan,while in adefinad contribution
plan it is theemploye who beas the investment risk.nla deined benét plan, the
employer plomises to provide retineent benets equato a certain dollarmount or
a speffic percentae of the enployee’s pay The enployer ontributes moneyo a
pension trust that is invested in stoddads, rekestate, or otheassés. Retirement
benditsare pad fromthistrug fund. The employer is at risk for the anount of the
retirement benefits that have been promised to employees and their survivors. If
thereareinsufficient funds in the pensidrustto paythe accrud beneits, the firm
that sponsors the pension plan is legabligaed to make up the ddrenceby
paying mole moneyinto the pension fund.

In adefined contributiomplan, the emplagr bars no isk beyond its oblgation
to m&econtributions to ach enployee’s retirenent acount. hthese plans, itis the
employe whobeastherisk thathis orherretirementacount will increasen value
by an amountsufficient to provide adequ#e income during retirement. If the
contributionsmadeto theaccount by theemployer andtheemployeeare insufficient,
or if thesecuttiesin which theacountis invested lose value orcrease in vaue too
slowly, the emgoyee risks having an incomein retirement tha is na suficient to
maintain his or her cdred standa of living. If this situation occurs, the arker
might choose to delay retirement.
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Many factors affect a firm’s decision to sponsor a retirement plan and a
worke’s decision to participde in the plan. A anygiven year, chan@s in the
business ¢imate— inflation, interestrates, wageincreases, thecod of other benefits
(such ashedth insurance), trends in business reveruesarnd profits — could weigh
more havily in a firm’s decision 6 establishor continuea rdirement plan than the
potential tax advantagit could gan by sponsoring plan. likewise, & emploge’s
decision to particip@ or not to participga in a rérement plan maybe afeced by
suwch variables & the rate of growth of wages, therising cog of employee hedlth
insurance premiums, his or her confidence in the financial status of Social Security,
and wheher another fanily member leady participdes in a rérement plan.

Encouragng sponsorship of retiment plans bysmall firms is an important
issue to theCongess in parbecaise of the legje numberof peopleemployed by
small businesses.n 12005, for gample, more than 36 miin wag and skary
workerswere employedby firms with fewe than 25 emploges® The réatively low
rates d employer sponsorship andemployee paticipationinretirement pansat small
businesses have prompted Cangressto look for ways to make it easier for smadl
employers to esteblishand mantain retirement pansfor thar employees. Because
small emplogrs maybe réuctant to take on therfarcial risk and dministative
burden o establishng a defined-bendfit pendon plan, Corgress tas saught to
encouage geder retirement plan sponsorship amoamall businesses mainby
easingthe finan@l and r@orting requireénents associatewith cetain types of
definad contribution pension plans. THeewenue At of 1978 (P.L. 95-600)
authorized a dened contibution plan called the Simplified Empleg Pension
(SEP)? TheSmall Businessaob Protection Act of 1996P.L 104-188) athorized
anothetype of déined contribution plan called the Savisincentive Match Rin for
Employees (SIMPLE). Neverthdess, rate of rd¢irement plan sponsorship and
paticipation insmal fir ms catinueto lag behind the rates achieved inlarger firms.

The Number of Defined Benefit Plans Is Declining. Accordingto the
Pensim Benefit Guaranty Carporation (PBGC), the number of insured defined
benetft plans fellfrom 114,396 in 1985 to 30,336 in 2005.The deline in the
numbe of DB plansresuted manly from thetermination of alarge numbe of smdl
plans. Between 1985 and 2005, the numbe of single-employer ddined benefit
pensiorplans with fewethan 100 pdicipants fé from 90,061 to 17,997, a déwe
of 80%. Thenumber of lage DB plans fell fom 22,147 to 10,7% a dedine of
51.4%. In re@nt yeass, howeve seveal large pension plans ka be@ terminated,
and others have been “frozen” sothat participantsnolonger accrue penson bendfits.

® Full-time and part-time wage ard 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 fewerthan25 enployees
to cantribute to &SEPon atax-deferred basis throbigsdary redwction(SARSEP). P.L. 104-
188authorizd SMPLE plansto replaceSARSEPs Firms may cortinueto estélish SERs
funda exclusiwely by enployer contributions, but new SARSEPswere prohikited dter
Deceamber 31,1996 Prevously existig SARSEPsmay cortinueas lefore.

® PensionBerefit GuarantyCorporatia, Pensioninsuance Data Book2005
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Recent Trends in Retirement Plan Sponsorship
and Participation

The Current Population Survey. Everymonth, theBureauof the Census
conducts th&€urrent Population Swey (CPS) among aatiorelly repesentéve
sample of pproximately100,000 households, préily for the purpose oéstimating
the rdes of emplognent and unemplaogent. Duringviarch of exhyear, the survey
includes supplementaluggions about emplayent, income, hdi insurance,
retirement plan parcipation, and reeipt of governmatbeneits duringthe pre&ious
calendar year.  This information allows amgsts and resecders to cdculate the
number ad perentag of workers who reported whethetheir anployer offered a
retirement plan and whker theyparticipaed in the plan. Responseancthen be
categorized bydemogaphicand eonomic chaacteistics,such ashe worke’s age,
race, X, income, and the sze of firm a which they worked. Unfortunately,
howeve, be@ausdheCPSasks onlytwo pension-riated questions — if the wioer's
employer offered a retirement plan and if thevorke paticipated — wecannot
ascetain wheher the pla is a defind beneit plan or a déned contribution plan.

Plan Participation by Full-Time vs. Part-Time Employment. Table 2
compaes reéirement plan paicipation amongearround, full-time wag and skary
worker's inthe privatesector vith participation amonworkeas who wee enployed
part-year or partime. Workers with partgaror pat-time employnent aremuch
less likelyto be emplogd byafirm thatsponsorsretirementplan. Part-time and
part-yearworke's alsoarelesslikely to participae if their emplogr sponsora plan.

The propotion of yearround, till-time workes emplogd at frms that
sponsored aetiranent plan ddmed from 61.8% in 2004 to 59.7% in 2005. The
participdion rate among thee workes fell from 53.4% in 2004 to 51.6% in 2005.
Plan participation among full-time workers had increasedfrom $.6% in 1990 to
57.4% in 2000. thassincefallen byabout sixperentag points. Baveen 2004 1ad
2005, the proportion of patime or pat-year worke's emplogd by firms that
sponsored eetiramentplanfell from41.5% to 39.9%. Thgarticipdion rate among
pat-year and pat-time workers whose employer sponsored aretirement pan fell
from 24.8% in 2004 to 24.4% in 2005.

The lower rate of retirement planpaticipation anorg pat-year and pat-time
workers isone ofthe reasonthatwomen are less likelthan men to pé#cipate in a
companysponsored atiremernt plan. Thee is no diffeene in rdirement plan
participaion betwe@ men and women who woslear+ound, full-time (Seelable
4.) Women, however, are more likely than men to work part-year or part-time. In
2005, 82.6% of wdiing men betwee the ags of 25 ad 64 were enployed \ear
round, full-ime compeed to 67.2% ofworking women in this ag-goup.
Consequentlywhile women who warkedfull-time in 2005 were as likely as their
made counterparts to have participated in a retirement plan (52.0% of women vs.
51.4% of men), the retiremert plan participaton rate anong all women 25 to 64
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yeas old inthe private setor in 2005 wa lower than th@articipdion rate anong
all workingmen in thaage group® (43% ofwomen participated v€.7% of men.)

Table 2. Participation in Retirement Plans
by Full-Time vs. Part-Time Employment
(Privatesectorwage ard sdary workers,ages 5 to64)

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 651 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
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 9,868 416 591 253
2004 23137 9,597 415 5,748 248
2005 23394 9,337 399 5,707 244
All workers
1990 76633 42161 550 34228 447
1995 84477 47692 565 38806 459
2000 91597 56,207 614 46,060 503
2001 92,714 55632 600 45122 487
2002 93,197 53158 570 43165 463
2003 93020 53318 573 43455 467
2004 93539 53085 568 43337 463
2005 95,725 52532 549 43053 450

Source: Congressional Resaich Sewice andysis of the CurrentPopulation Surve, various yeas.

® CRS estimatesbased on the March 2005 CPS (nat shown in accompanying tables.
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Retirement Plans and Employer Size. Data from the CPS$how that
retirement plan parcipation in small firms rose betwael990 and 2000, but has
reently declined. he CPS datalso indicate thizacess to a compg-sponsored
retirement plan reains substantialllpwer insmallfirms than n firms with 100 or
more enployees. Thedata displagd inTable 3show that from 1990 to 2005, the
numbe of workers beween the ages d 25 and 64who were employed intheprivate
secbr and worked year-round, full-time at firms of al sizes increased from 53.0
million to 723 million. At the same time, the rumber of suwch workers whose
employer offeredaretirementplanincreasedrom 33.3 million to 43.2 miion. The
proportionof yearround full-time workerswhowereemployedatfirms that offeed
aretirement pan rose from &.8%in 1990 t066.3% in 2000. It has shce fallen to
59.7% .

The daa displagd inTable 3show that since 2000, thegportion of workes
in firms with 100 or more workes whose emplogr sponsora retirement plan tsa
fallen from 805% to 75.5%. Neverthdess, workers a large firms reman
substantiallynore likelythan emploges obmall businesses to work far amployer
thatsponsors retirement planin 2005, 29.0% ofuil-time workes in businesses
with fewe than 25 eployees vereemployed at irms that sponsored atiremant
plan, down fom 34.2% ir2000. Thiswas stil highe than the 25.4% of workse at
small firms whose empl@y sponsor a reirement plan in 1995Amongworkeas
in firms with 25to 99employees,53.3%were employedat firms thatsponsored a
retirement plan in 2005, compeat to 58.5% in 2000 and 54.1i%%1995.

Table 3also shows the peentae of yearround, till-time employes in the
private setor whoparticipated in an enployer-sponsared retirement gan.” This
staistic takes into acount the impact oemployers that do not sponsorméan on
overdl retirement plan padicipation rats. Amongfirms of all sizes, the proportion
of yearround,full-time employeesbetweea the ags of 25 ad 64 who pdicipated
in a regirement plan fié from 53.4% in 2004 t&1.6% in 2005. This was also lowe
than theparticipdion ratesof 57.4%in 2000and54.9%in 1995. In firms with fewe
than 25employees, jus25.3% offull-time employees betweethe ags of 25 and 64
participded in a rérement plan in 2005, downdm 29.3% ir2000,but hicgher tha
the 21.3% who paticipated in aplan in 195. In firms with 25to PO anployees,
retirement plan parcipation fell from 48.6% in 2004 to 45.2% in 2004. Thiswa
lower than the paticipation rates 089.4% in 2000 and 46.0% in 199articipation
in retirement plans amorg workersin firms with 100 or more employees dso fell
betwea 2004 and 2005, diing from 67.0% t065.4%. This was about five
percentage pants lower than the paticipation rates o 70.2% in 2000 and 70.4% in
1995.

" Not all enployeeswhaoseenployer sporsorsaretirementplanareeligible to participate.
For exanple, enployees mderage 21, thosewho haw ben enployed fa lessthanone
year,andthosewhowork 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 yearfound full-time)

Size of Workers Employer SponsorsPlan | Employees Participating
firm (thousands) | wWorkers | 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
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
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
All firms
1990 53026 33323 628 28955 546
1995 60687 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

Source: CRS andysis of the CurrentPopulation Survey, various yeas.
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Plan Participation Among Men and Women. Table 4shows the t@s
of paticipation in emplogrsponsored teement plans bgnen andvomen betwen
the a@s 25 and 64 whaere emplod inthe privatesector ad workel yearround,
full-time. Beween 1990iad 2000, the proportion of mevhose employer sponsore
a rgirement panrose from 63.3% to 66.2%. Since then, it has drapiee58.6%.
The propation of women who woked at frms that sponsored &tiremant plan
increasal from 62.1% in 1990 to 66.4% in 2000n 2005, 61.3% of wonmewho
worked year-round, dill-time wereemployed at frms that sponsored atremant
plan. Thus, in 2005 women who rgeamployed yearround, full-time were more
likely than men to haverorked for an empoyer that sponsored aetirement plan.
Men and vamen,however, were almost equly likely to haveparticipatedin an
employer-ponsored retiranent plan. n 2005, 51.4% of menlvo wee emplogd
year-round, full -timeparticipated in a company-sponsoredatirement plan, compaed
to 520% of women. Both of these pigcipation rats werelower than the 2000
paticipation raes of 583% for men ard 561% for women. The paticipation rate
for men was 6.9percentage paints lower in 200G than in 2000 Theparticipation rate
for women was 4.1 peentage points lower in 2005 than in 2000.

Table 4. Employee Participation in Retirement Plans, by Sex
(Privatesectorwage ard sdary workers,ages 5 to 64, enployed yearfound full-time)

Workers Employer SponsorsPlan | Employees Participating
(thousands) | \yorkers 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 25136 586 22021 514
Women
1990 20817 12934 621 10,713 515
1995 24182 15336 634 12939 535
2000 28661 19036 664 16,083 561
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

Source: CongressionalResarch Sewiceandysis of the CurrentPopulation Surve, various yeas.
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Plan Participation by Employee Age. Table 5 displays rates of
participdion in emplor-sponsored te@ementplans amongworke's who wee
employed in theprivate sector and worked year-round, full-time, according to ther
ae. Youngworkas — ags 25 to 34— were less likelythan middle-agd and olde
workersto be employed & afirmtha sponsared aretirementplan in2005. They dso
were less likelyto participatan retiremet plansthanareolderworkers. In 2005,
53.8% ofworkers 25 to 34 yas old worked ér an enployer thda sponsored a
retirement plan, and 42.0% of workers in this age group participated in a company-
sponsored plan. Thus, 78.186those agd 25 to 34 who wded fora firm that
sponsored alan paticipated inthe phn (0.420/0.53& 0.781). In contrat, among
workers 35 to 64 gas old, 61.9% worke at firms that sponsoredetirement plan,
and 55.2% pdicipated in a&companysponsored pla Thus, amongvorke's ag 35
or older vho workel for afirm that sponsored a retirent plan, 89.2% phacipated
in the plan (0.552/0.619 = 0.892)

® Same ofthe dfferencein paticipationrates isbecase workers under 35 aresonewhat
more likely tobe intheirfirst year with anenployer ard can be excludedfrom participating
in the plan Employeeswhowork fewer than1,000hoursin ayear an these underage 21
also @n ke 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 Particimting
Age (thousands) | \yorkers Percent | Participants | Percent
25t0 34
1990 19344 11489 594 9,135 472
1995 19,759 11673 591 9,37 473
2000 20398 12803 628 10173 499
2001 19542 11908 609 9,30 477
2002 19389 11090 572 8,638 446
2003 19288 11221 582 8,822 457
2004 19122 10878 569 8,534 449
2005 19677 10577 538 8,268 420
35t0 44
1990 16989 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 21826 13681 627 11879 544
2003 21328 13428 630 11609 544
2004 21587 13314 617 11564 536
2005 21688 12893 595 11289 521
45t0 54
1990 10922 7,148 655 6,536 603
1995 14042 9,240 658 8,31 597
2000 18489 12951 701 11,787 638
2001 18625 12650 679 11324 6038
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
55t0 64
1990 5,771 3,644 63.1 3,363 583
1995 6,446 4,196 65.1 3,838 595
2000 7,929 5,267 664 4,785 603
2001 8,663 5,698 659 5,141 594
2002 9,082 5,725 630 5,252 578
2003 9,463 6,045 639 5,612 583
2004 9,80 6,470 652 5,910 595
2005 10500 6,730 64.1 6,104 581

Source: CRS andysis of the Current Population Survey, various yeas.
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Plan Participation by Employee Race. The Mach 2003 CP3itroducel
newly expanded dagories of aceand ethnicity makingcompaisons with prior
yeas problematic. H Table 6,race and ¢hnicity are caegaized as white non-
Hispanc, black nonHispanic, Hispanicand other The ‘bthercategory includes
mainly perons whose heitage is Asian, Nalive American, Ekimo, or Paific
Islander. h 2005, the likelihood of beingngloyed at afirm that sponsored a
retirement plan was highestfor white non-Hispanic workersandlowestfor Hispanic
workes. Hack nonHispanic worlers ad “Asian/Othe” workers wereabout
equallylikely to have wdked foran employer that sponsored eetirament plan.
Amongwhitenon-Hispaniavorkers, 65.0%worked for anemployerthat sponsored
a rgirement plan, ad 57.3% participated in a emploersponsored plan. rAong
Hispanic wokers, just 37.0% wded foran emplogr thd sponsored a reéirement
plan and only29.0% paticipated in an mployersponsored teement plan. Of
workes who clasified their racand ethnicityas back non-Hispanic, 57.2% worked
for anemployerthatsponsoredplanand 46.5% pdicipated in glan, while among
Asian-Ameican and otheworkes, 56.6% wdked foran emplogr thd sponsored
a rairement plan ad 48.8% pdicipated in a plan.

Table 6. Employee Participation in Retirement Plans, by Race
(Private setor wage ard sdary workers,ages 5 to64, enployed yearvyound full-time)

Employee | Workers Employer SponsorsPlan | Employees Participating
Race (thousands) | Workers | Percent | Participants | Percent
White, non-Hispanic
2002 49012 32,711 66.7 28836 588
2003 48524 32800 676 28,759 593
2004 48618 32427 66.7 28522 58.7
2005 49952 32490 650 28618 573
Black, non-Hispanic
2002 7,078 4,156 58.7 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
Hispanic
2002 8,42 3582 401 2,777 311
2003 9,073 3,750 413 2,956 326
2004 9,661 3,802 394 2,987 310
2005 10208 3,775 370 2,%4 290
Other
2002 4,062 2,366 580 1,96 492
2003 4,468 2,588 579 2,193 491
2004 4,578 2,689 58.7 2,36 508
2005 4,660 2,636 566 2,274 4838

Source: Congressional Resarch Sewice andysis of the Current Population Surve, various yeas.
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Plan Participation by Employee Earnings. Table 7 shows the
relaionship betweenagnings and paicipation in an emplogr-sponsored te@ement
plan. hTable 7, workers’ annualeanings fromwages and daries — & repoted
on the Curret Population 8rvey— arerankeal byquartile. In 2005, one-quder of
privatesector vage and skary workers between thages of 25 ad 64 who wes
employed yearround full-time eaned morethan $60,000. Anothequarte had
eanings between $38,000 and $60,000. The next quartet &éanings béween
$25,000 and $38,000, and thasehe lowest quartileagneal less than $25,000.

In 20, 74.4% o year-round, full-time workers in the private sector with
annual amings in the top quartile we employed by firms that sponsored a
retirement planand 70.3% ofvorke's in the top eaings quaile participded in a
retirement plan. Bth of these peentages wee lowe thanthe raes in 2000 and
1995. In 2000, 80.2% of year-round, full-time workers in theprivate sector with
annual amings in the top quartile we employed by firms that sponsored a
retirement plan, and 75.5%f worke's in the top eaingsquartile paticipated in a
retirement plan. Theauivalent sponsorship and paipation ratesn 1995 wee
77.1% and 73.0%, respectively.

The percatage ofworkers emplogd at frms that sponsored atirement plan
andtheperentag who participaedin theseplanswere progessivelylowerin eah
of three lowest ernings quartiles. For examgde, anong workers in the lowest
eanings quaile in 2005, 39.0% were empleg atfirms that sponsoredratiranent
plan, and 27.5%f workers inthe botom quartile participated ia retirement plan.
Both of these pecentges wee lowerthanthe compaable ates in 2000 and 1995.
In 2000, 44.9% ofegarround full-time worke's in the privatesector vith annual
eanings in the bottomuartilewere employed byfirms that sponsoredratiranent
plan, and 32.1%of workes in the bottom earnisgquartile paicipated in a
retirement plan. Tie equivalent sponsorship and participatiotesain 1995 were
42.4% and 30.4%, respectively.

Low-weage wokers a&e not onlyless likelyto work for an emplogr tha
sponsors a teement plan; theglso ardess likelyto participatef a plan is oféred.
Amongemployees whose earniagn 2005were inthe bp quartile, 74.4% worked
for an emploer thd sponsored aetiremeant plan and 70.3% pcipated in a
retirement plan. Thefore, the pdicipation rateamongemplo/ees in the top
eanings qudaile whose eployer sponsom@ a reirement plan wa 94.5%
(0.703/0.744 = 0.945). Aong workers whose 2005 earniagverein the bottom
guartile, only39.0% waked for an emplosr thd sponsored aetiremant plan and
just 27.5% participatein a réirementplan. Thus,theparticipdion rate anong low-
wage emploges vinose emplogr sponsom a reirement plan ws 70.5%
(0.275/0.390 = 0.705).
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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
Sewmnd-highed Earnings Quartile
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
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
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

Source: CRS andysis of the Current Population Survey, various years.
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An Alternative Measure of Retirement Plan Participation

The National Compensation Survey. The Bureas of Labor Statistics
collects déa from enployers dout paid leavehealth insurare; rdirement plan
participdion, flexible spendin@counts,and otheemployee benefs as part of the
NationalCompensation Survg¢MCS). This survey is conducted anong andionaly
repeserative sample of pwvate-setor business edtishments. The tem
establishmentisuallyrefers to a sinig placeof businesstaa particular locaon or
all brarches of a business in a particulametropolitan aa or county An
esteblishment might beabranch or smé operating unit of alarger firm. In contrast,
a firm compises all of the etablishments thatogether form a @rpordion,
partnership, or other business entity.*°

According to the data dalected fom emplogrs throug the National
Compensatiosuvey, 51% of wokers in the pwate setor participaed in emplogr-
sponsored teement pans in Marb 2006. (Se@able 8) Twenty perent of privde-
sector vorkels participatd in defined beefit plansand 43% paicipated in déned
contribution pans. Approximately 12% of private-sector workers paticipated in
bath types d plan. TheNCSindicatestha 6 7% of employees inestablishmentswith
100 or more workerparticipatd in an emplogrsponsored teement plan in Marh
2006, while onl\87% of enployeesat establishments with fewthan 100 mployees
paticipated in an erployer-sponsared retirement plan. The daafrom theNCS dso
indicate that mmong wll-time worke's, 60%participaed n an emplogrsponsored
retirement plan in 2006, compared tojust 21% o part-time workers.

While it is not necessidy suprisingthat the rsults of the NCS differ &m
those of the CPS, nor that tNES showdighe ratesof participdion, it is important
to notethatin recent yeassthedifferencen theresultsshownby thetwo survey has
increased beasse the NCS has indicdtancreasing rates of rdirement plan
participaion while the CPSlata indicte that reirement plan pdicipation has beae
falling. As reentlyas 2003, th&lCS indicded that 49% of pvate-setor wokers
participaed inaretirement phn while the CPS data showegarticipdion rate of
47%. This two pemntag point diffeencewassmall eoudh to be inconsequéial
for most anbytical purposes. Thdightly highe rate of paticipation indicated by
the NCS might partly be due to the fact that the business avners and benefits
specidists who are intervieed for the NCS could bexpectel to have geder
knowledge of enployer{provided beaefits than the houkeld members interweed
for the CPS. Bwardh 2006, howeve the NCS indicatethat the proportion of
private-sector workersparticipating in employer-sponsord retiranent plans had rise
to 51%, while the Marth 2008CPS(which aks about pension particiji@n in 2005)
showed that péicipation in retirenent plans amongyivate sector vorkeis had fden
to 45%. The di#rence in the esults sown by the two surveg can no longr be

® For more irformation on the Natioral Compensation @vey, see US. Departnent d
Labar, National Compensatim Survey: Enployee Begfits inPrivatelndustry in theJnited
StatesMarch 2006 available online a [http://www.bls gov/ncgebs'sp/ebsmD004.pdf].

%In the CensuBureau’sCurrentPopulation Survey, employer characteristicare reprted
at thelevel of thefirm, which may include more than one estalishmern.
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considered inconsequential, leaving anal ysts to question whether one or both surveys
have problems related 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 2003 35 8 31
March 2004 37 9 32
March 2005 37 9 32
March 2006 37 9 33
1000r more workers
March 2203 65 33 51
March 2004 67 34 53
March 2005 67 36 53
March 2206 67 33 54
Work Schedule
Full-time workers
March 2003 58 24 48
March 2004 60 24 50
March 2005 60 25 50
March 2206 60 23 51
Part-time workers
March 2203 18 8 14
March 2004 20 9 14
March 2005 19 9 14
March 2006 21 8 16
All workers
March 2003 49 20 40
March 2004 50 21 42
March 2005 50 21 42
March 2006 51 20 43

Note: Data represant 102 million workers enployed in the private sector in
2003and105 million workers enployed intheprivate setor in 2006
Source: U.S.Department d Labor, National Compensation Suvey.

"1t shoud benotedthatanothe nationdly represetative suney of housholds the Federal
Reseve Board’sSurvey ofConsuner Finances (SCF) showsresutsthatare consistert with
the CPS. Accordingto the SCF, retirement plan patticipaion fell from 50% of workersin
2001 to 48% in D04. See (RS ReportRL3092, Retirement Savings and Household
Wealth: Trerds fran 2001to 2004 by Patrick Purcdl.
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