Coverage and Vesting of Full-Time Employees
Undet Private Retirement Plans

by WALTER W. KOLODRUBETZ and DONALD M. LANDAY*

Twenty-three million full-time workers in private
wage and salary jobs—almost half of those em-
ployed at the time of the survey—were covered by
a private pension or a deferred profit-sharing plan.
An estimated one-third of thcse workers had a
vested right in their plan. This article reports on
the characteristics of (1) workers covered by pri-
vate retirement plans and thosc not covered, and
(2) workers with vested or nonforfeitable rights to
retirement benefits and those without such rights.
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IN MID-APRIL 1972 the Bureau of the Census
conducted a survey of households to obtain infor-
mation on the employment status and retirement
coverage of each member of the household 16
years of age or older. The survey, made under a
contract with the Departments of Treasury,
Labor, and Health, Education, and Welfare, was
conducted with a scientifically selected sample of
households designed to represent the civilian
noninstitutionalized population of the TUnited
States. The survey and estimating methods used
in this study, as well as certain limitations of the
data, are explained in the technical notc at the
end of the article.

This article provides information on how
workers are actually affected by participation,
vesting, and retirement requirements and by
their movement into and out of jobs covered by
private retirement plans. The data here refer to
the responses of full-time, private wage and sal-
ary workers only.

Highlights of the April 1972 study reveal
that:

* The section on the characteristics of covered and
noncovered workers was written by Donald M. Landay,
Burcau of Lubor Statistics, Departmment of Labor, and
the section on vested and nonvested workers was writ-
ten by Walter W. Kolodrubetz, Division of Economlic
and Long-Range Studies, Office of Research and Statis-
tics, Social Security Administration. The survey was
planued by Ronald Gold (Department of the Treasury),
Arnold Strasser (Bureau of Labor Statistics, Depart-
ment of Labor), and the authors. Scott Turner and John
Hancock of the Treasury Department participated with
Mr. Kolodrubetz in the editing of the data and prepara-
tion of the tables.
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An estimated twenty-three million full-time
workers in private wage and salary jobs—almost
half of those employed in April 1972—were cov-
ered by a private pension or deferred profit-shar-
ing plan.

The proportion of men covered by a private pen-
sion or deferred profit-sharing plan was 406
percent greater than that for women and the
rate for whites was almost 25 percent greater
than that for persons of all other races.

Private plan coverage was greatest in high-wage
industries, such as communications and public
utilities, mining, and manufacturing, and least 1n
low-wage industries, such as services and retall
trade.

Coverage rates were highest for men in profes-
sional and technical occupations and in clerical
jobs.

The likelihood of coverage increased with job
tenure. Workers with 5 or more years employ-
ment on their present job accounted for about
two-thirds of the coverage even though they were
less than half the full-time work force. Seventy
percent of the men with 10 or more years of em-
ployment were covered, compared with 45 per-
cent of those with less service.

Coverage rates were highest for workers in their
prime working years. The rates ranged from 51
percent for men aged 25-29 to 62 percent for
those aged 50-54. Only 383 percent of the men
under age 25 and 44 percent of those aged 60
and older were covered.

Coverage rates rose sharply with earnings. Al-
though only a fourth of the men earning less
than §5,000 a year were covered, about three-
fifths of those earning more had coverage.

An estimated one-third of the 23 million full-
time wage and salary workers in private pension
and deferred profit-sharing plans in April 1972
had a vested right in their plan.

Men were somewhat more likely to have vested
rights than women, partly because men had
longer service.

The proportion of workers with a vested status
varied with job tenure—ranging from 20 percent
for those with less than b years of employment
to about 50 percent for those with 15 or more
years.

Congidering that most workers aged 50 or more
had long tenure, thelr vesting rate was surpris-
ingly low. Only half the workers in this age
group with 10 or more years of employment were
vested.

Workers with high earnings were more likely to
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be vested than those with low earnings, partly
because high earners also tended to have greater
length of employment and were older.

® Vesting rates varied little by industry. Occupa-
tional differences were greater, however: profes-
sional and technical workers, managers and
officials, and craftsmen had the highest vesting
rates.

CHARACTERISTICS OF COVERED AND
NONCOVERED WORKERS

About 23 million full-time wage and salary
workers? were covered by private retirement
plans on their present job.? These workers ac-
counted for about 47 percent of the 48 million
persons in private full-time wage and salary jobs
in April 1972.

Coverage rates for some subgroups differed
sharply. Men, for example, were more likely to
be covered than women (52 percent and 36 per-
cent, respectively), and whites were more apt to
be covered than were persons of all other races
(48 percent and 39 percent, respectively). The
survey also showed that other coverage differ-
ences, more fully described below, were related to
the worker’s industry, occupation, age, length of
service, and annual earnings.®

The survey estimate of 23 million full-time
workers covered by private retirement plans is
substantially lower than the Social Security Ad-
ministration coverage estimate of 29.7 million
full- and part-time employees in 1970.% A re-

1 Full-time wage and salary workers are deflned as
those working 85 hours or more during the survey week,
those with a full-time job but not at work during that
week, or those with a full-time job but working less
than 85 hours because of noneconomic reasons.

2 More precisely, the respondents answered ‘“yes” (o
the following question: “Excluding Social Security, Rail-
road Retirement, and Veterans’' Pensions, are you cov-
ered in your present full-time job by a pension or prof-
it-sharing plan providing retirement benefits ?”

3 Retirement plan coverage and vesting is related here
to the demographic and economic characteristics of
workers. For information on the relationship of plan cov-
erage to the characteristics of private business establish-
ments—such as collective bargaining status, number of
employees, level of earnings, and average hourly com-
pensation—see Emerson Beler, “Incidence of Private Re-
tirement Plans,” Monthly Labor Review, July 1971, and
Donald Bell, “Incidence of Private Retirement Plans in
Manufacturing, 1968-70,” Monthly Labor Review, Sep-
tember 1973.

3a For some of the reasons that might contribute to this
difference, see Walter W. Kolodrubetz, “Employee-Benefit
Plans, 1971,” Social Security Bulletin, April 1973, pages
27-28,
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evaluation of the SSA coverage estimates is now
underway. That analysis will take into account
estimates from this survey, as well as from other
sources that are now available.

Industry

Private plan coverage for full-time employees
«varied widely by industry and tended to be high-
est in the high-wage industries.* Coverage rates
were much higher for men than for women in al-
most all industries, reflecting in part their
greater length of service.

The highest coverage rate was in public utili-
ties, where 83 percent of the men were covered
(table 1). Between 60 percent and 75 percent of
the men in mining, manufacturing, and finance
industries had coverage. The proportion with
coverage was much lower in transportation and
wholesale trade, wherc only about half of the
men reported coverage. Substantially lower cov-
erage—about 35 percent—was found in construc-
tion, retail trade, and services.

Coverage rates for women were significantly
lower than those for men in all industry groups
except communications and public utilities,
where they were about the same. The rates var-
ied as widely by industry for women as they did
for men. About half the women in durable-goods
manufacturing had coverage, for example, but
only one-fourth of those in services and retail
trade industries were covered.

Certain industries accounted for the bulk of
all private pension coverage. Manufacturing in-
dustries had almost half of all coverage reported
for private plans—not only because of the high
rate of coveage but also because of the heavy
concentration of total employment in these in-
dustries. Similarly, the concentration of employ-
ment in wholesale and retail trade explains why
this industry accounted for about 15 percent of
the coverage despite its lower-than-average cov-
erage rate.

Occupation

. Coverage rates tended to be highest in occupa-
tions marked by high wages and low mobility.®

4 These are also the industries in which pension plans
are most prevalent. See Emerson Beier, op. cit.

3 Bureau of Labor Statistics, Job Tenure of Workers,
January 1968, Special Labor Force Report No. 112,



TaBLE 1.—Percentage distribution of full-time workers in private industry, by retirement-plan status and by industry division,

April 1972
Percentage distribution by coveragé status Percentage distribution by industry division
Industry division Not Don't N Not Don't N
[4 on’ (1] o on’ (]
Total | Covered | oorareqd | kmow |response | Totel | Covered | oooereq | know | response
Total
Total 1 100 47 46 4 4 100 100 100 100 100
Mining.cocooom s 100 72 24 2 2 1 2 1 1 1
[ 0014114 {1514 Te) 1 B, 100 34 57 3 8 7 5 [ 5 13
Manufacturing
Durable goods.... ———— 100 63 30 4 2 22 30 15 26 14
Nondurable goods. .o coceeoaaaa . 100 67 36 ] 2 15 18 12 20 9
Transportation._..._....._. 100 45 47 3 6 5 4 5 3 8
gorgmunlcatlons and public utilities. 100 82 13 3 2 4 1 2 2
rade
Wholesale ~ 100 48 46 3 3 5 4 5
27173 ) DO - 100 31 61 4 5 15 10 20 15 20
Finance, insurance, and real estate......._...._..._ 100 52 41 4 8 7 7 7 8
Bervices...... 100 29 83 4 4 17 11 24 16 21
Men
Total t - 100 52 41 4 3 100 100 100 100 100
Mining 100 73 22 3 2 2 2 1 1 1
Construction. 100 35 56 3 7 10 7 13 8 20
Manufacturing
Durable goods...... —— 100 66 28 4 2 26 33 18 30 15
Nondurable goods 100 66 28 5 2 14 18 10 20 7
Transportation ..o .o ooooooo .. 100 46 45 3 6 6 ] 7 5 1
goadmmimtlons and public utilities 100 83 11 3 2 4 6 1 3
rade:
Wholesale.... - 100 51 42 3 3 6 6 7 5 (]
) 3:17: 1 E—— - 100 34 57 4 5 14 9 19 16 18
Finance, insurance, and realestate. .. cccecacmcanan 100 60 35 2 3 5 6 5 3 4
8ervices.... 100 36 58 3 4 1 8 16 9 12
Women !
Tot;il 1 - 100 36 56 4 4 100 100 100 100 100
Mining . 100 ) *) %’) ®) 1 [C NN ORI -
Construction. - 100 O] Q)] 7) 1 1 ) B I caqemasen
Manufacturing
Durable goods.._ ... 100 52 39 ] 4 14 20 10 20 13
Nondurable goods. 100 43 50 5 2 17 20 15 19 11
Transportation..... 100 34 62 1 3 2 2 2 (O] 1
gggémunlcauons and public utilities.cceamervenaan 100 79 17 1 2 4 8 1 2
e
‘Wholesale 100 33 62 2 3 3 3 4 1 3
Retail. a—e 100 25 67 3 5 18 12 21 14 23
Finance, insurance, and real estate.....ccecveeuacen 100 46 47 8 3 12 14 10 14 9
113 o [ S 100 24 67 4 5 30 20 36 29 37

1 Coverage status totals include workers in agriculture (less than 0 5 per-
cent of each sex was covered by a retirement plan), not shown separately.

Men in professional, technical, and clerical jobs
were more likely to have pension coverage than
those in other occupational groups. Almost two-
thirds of the men in such jobs reported coverage
(table 2). For managers, officials, and sales work-
ers, and such skilled and semiskilled blue-collar
jobs as craftsmen, operatives, and transportation
equipment operatives, the proportion reporting
coverage was somewhat lower, ranging from 47
percent to 57 percent. These participation rates,
however, were substantially higher than those of
unskilled laborers and service workers who were
lower paid and typically had much less service.
Pension coverage rates for women in various
occupational groups were lower than those of

22

1 Not calculated where base is less than 200,000,
' Less than 0 5 percent.

men and followed the same general pattern. The
lowest coverage among women was in service
jobs, reflecting large numbers of private house-
hold workers who are rarely covered.

Tenure

The survey showed that the longer a worker
was on the job, the more likely he was to be cov-
ered by a private retirement plan. As a result,
persons who had worked 5 or more years made
up nearly two-thirds of those with coverage al-
though they accounted for only half of all work-
ers (table 3). This disparity stems$ in part from
the fact that many workers are employed by
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XABLE 2.—Percentage distribution of full-time workers in private industry, by retirement-plan status and by occupation group,

pril 1972
Percentage distribution by coverage status Percentage distribution by occupation group
Occupation group Don't N Not Dot N
on’ 0 o on' 0
Total | Covered | . vared | Xnow |response| Total | Covered | . ivereq | know | response
Total
Total 100 47 48 4 4 100 100 100 100 100
‘White-collar workers
Professional and technieal. caoovenmcoccrmnannnan 100 57 38 2 2 11 13 9 6 7
Managers and officials - 100 49 48 2 2 10 11 11 4 7
Sales. - 100 41 53 2 5 7 6 8 3 9
Clerjcal..... Amesammeacmsamesesdmsssecmensoasaanee 100 48 45 4 3 18 18 17 20 14
Blue-collar workers
231723 16 L.) « DRSS, 100 54 40 3 4 17 19 15 12 18
Operatives 100 51 40 6 3 18 20 18 29 15
Transportation equipment operators 100 48 41 5 5 B« 5 4 7 7
Nonfarm laborers. . 100 37 50 7 6 5 4 5 9 9
Bervice WOrkers. ooouocaca oo occccicmaaecccacmaaan 100 24 67 4 5 9 4 13 9 13
Farmworkers. ..o cam oo oommcmecccccmnecocaaan 100 7 89 1 4 1 (O] 2 (1) 2
Men
Total S 100 52 41 4 3 100 100 100 100 100
White-collar workers®
Professional and technical 100 65 32 2 2 12 14 9 5 (]
Managers and officlals 100 51 45 1 3 13 13 15 -8 10
Sales 100 47 47 1 4 7 8 8 3 9
Clerical. 100 62 31 4 2 6 8 5 8 4
Blue-collar workers.
Craft8mMeN e ciiemccacccnnmama————— 100 54 39 3 4 24 25 23 18 26
Operatives ... _...._ eemm e m————— ——— 100 57 34 6 3 17 19 14 30 13
Trangportation equipment operators..—cocecacau- 100 49 41 5 5 7 7 7 1 10
Nonfarm 1aborers..ceeeeuacea-u ae- 100 38 49 7 7 5 8 13 13
Service WOrKers. .cmeeeeeocoeccnanucuaan 100 36 54 5 5 5 3 6 7 7
Farmworkers a—- 100 7 88 1 4 2 O] 4 ) 2
Women
Total P 100 36 56 4 4 100 100 100 100 100
White-collar workers
Professional and technieal. ..___.......__. wem—nan 100 37 56 4 3 8 9 8 9 7
Managers and officlals oo oo eeean 100 34 61 3 1 5 4 5 4 2
Bales - - 100 24 67 3 6 6 4 7 4 10
0] 134 1) R 100 44 49 4 3 41 50 36 41 32
Blue-collar workers
CraftSmen. oo eeececccee e cce e ———— 100 37 56 2 4 2 2 2 1 2
Operatives 100 41 49 6 4 20 23 18 28 19
Transportation equipment operators 100 [©) [Q) (%) ™ ) [ T PR 1
Nonfarm laborers 100 (2) [O) ® 1 ) 1 1 1
8ervice workers .- 100 16 75 3 6 17 8 23 12 26
Farmworkers..__...-._.. 100 ® ® @ M feeeee N ¢ O] O]
1 Less than 0 § percent. 2 Not calculated where base is less than 200,000,

companies that require from 1 to 5 years of serv-
ice and, to a lesser extent, the attainment of age
25 or 30 before they are admitted to a pension
plan. These requirements are especially common
in pension plans where the employee contributes
to the cost of the plan and in almost all deferred
profit-sharing plans.®

Almost 2 out of 3 men in private industry had
worked less than 10 years on their present job.
Only 45 percent of these men were covered by a
private plan, compared with 70 percent of those
‘who had worked 10 years or more. The prapor-

6 See Harry E. Davis and Arnold Strasser, Private
Pension Plans, 1960 to 1969: An Overview, BLS Reprint
2681, tables 10 and 11, and B. L Metzger, Profit Sharing
in Perspectwe (2d edition), pages 53 and 55.

BULLETIN, NOVEMBER 1973

tion of men reporting private pension coverage
increased as longer service was reported; almost
75 percent of those with 15 or more years of
service had coverage.

Coverage rates for women by length of em-
ployment were somewhat lower than those for
men but showed the same pattern of higher par-
ticipation rates as length of employment on the
present job increased. Almost 70 percent of the
women who had worked 20 years or more had
coverage, but only a third of those with less than
10 years were covered.

The job tenure distribution for workers with-
out coverage differed considerably from that for
workers with coverage. Noncovered workers were
more concentrated in the shorter service periods
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Tasre 3.—Percentage distribution of full-time workers in private industry, by retirement-plan status and by length of employ-

ment on current job, April 1972

' Percentage distribution by coverage status Percontage distribution by length of employment
Length( 111)1! empl;:yment
years Not Don't No Not Don’t No
Total | Covered | oovared | know |response | Total |Covered | ivereq | know | response
Total
Totall 100 47 46 4 4 100 100 100 100 O]
Less than 1 100 20 70 9 1 19 8 29 46 b4
1-4... 100 40 85 4 ") 32 26 37 kL 2
5-9... 100 57 40 3 ) 18 22 15 12 2
10-14 100 84 35 1 )] 10 13 7 2 :
15-10 100 71 27 1 'g 8 11 4 2 2
20~24 100 76 22 2 1 6 9 3 2 'g
25 or more 100 71 28 1 (U] 8 12 5 2 @
Median N J P SN NI NP 4.9 86 3.3 1.4 )
Men
Total 1 100 52 41 4 3 100 100 100 100 O]
Less than 1 100 24 65 10 1 17 8 27 48 Q)
1-4 100 45 51 4 1) 30 25 36 32 ’;
..... 100 62 35 2 ] 18 21 15 12 2
10-14 100 67 32 1 1) 10 12 8 2 ]
1510 oo mcccccccc e 100 74 25 1 1) 8 11 5 1 5’)
20~24 100 78 20 2 ] 10 3 3 2)
25 or more 100 72 26 1 U] 10 13 ] 2 (O]
Median .- 6.9 92 3.6 1.3 (®
Women
Total 1 100 36 100 100 100 100 [O)
Less than 1 100 15 24 10 31 43 ()
1-4 100 a3 36 32 39 37 (%)
59 100 46 18 23 18 13 ]
10-14 100 56 8 13 6 3 (%)
15-19 100 64 6 10 3 2 [Q]
20-24 100 68 3 6 b2 I 2’;
25 or more. 100 65 4 7 2 2 2
Median - - 3¢ 68 2.9 17 ™

1 Coverage status totals include workers not responding on length of em-
ployment, not shown separately.

than were the covered workers. Among noncov-
ered workers, for example, about 65 percent of
the men and 70 percent of the women were on
their job for less than 5 years, compared with
about 35 percent of the covered men and 42 per-
cent of the covered women. The low coverage of
persons with less than 5 years of service can be
attributed, in part, to plan requirements pre-
viously described. At the other end of the spec-
trum, 45 percent of the covered workers had 10
or more years of service even though such long-
service workers were only about 30 percent of
the full-time labor force.

Age

Coverage rates were highest for workers in
their prime working years and lowest for the
young and the old. Although only 30 percent of

24

2 Not calculated where base is less than 200,000.
* Less than 0 5 percent

the workers under age 25 and about 40 percent
of those aged 60 or more were covered, about
half of those aged 25 through 59 had coverage
(table 4). Coverage rates for both men and
women increased steadily from ages 25 to 24 and
then began to drop.

The picture was very different for the young
and the old. Only a third of the men and a
fourth of the women aged 16-24 had pension
coverage. Among those aged 60 or more, only 44
percent of the men and 28 percent of the women
werc covered. The low coverage rate for the
younger group stems from their high turnover
rate and the participation requirements found in
many plans. The drop in the rate at the age
groups 55-59 and 60 and over probably reflects
the higher retirement rate of those with pension
coverage than of those without such coverage.
This difference stems from the impact of compul-
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TaBLE 4.—Percentage distribution of full-time workers in private industry, by retirement-plan status and by age, April 1972

Percentage distribution by coverage status Percentage distribution by age
Age Not Don’t No Not Don’t No
Total [ Covered | o vareq | know |respomse| Total |Covered | . corcq | know |response
Total
Total 100 47 46 4 4 100 100 100 100 100
UDAer 25. e eecceccvcccceccccnamcsmconm———————— 100 30 58 8 4 18 12 23 40 22
5-20 100 47 45 5 3 14 14 13 17 12
30-34 - 100 51 43 4 3 11 12 11 11 9
35-39 ceanvemcamcansmncea 100 42 3 2 10 11 9 7 (]
L O RSN 100 54 401 3 4 10 12 9 7 10
46400 o ooe e ——— —— 100 55 38 2 3 11 13 '] 7 10
5054 - 100 56 39 1 4 10 12 9 4 11
55-59 - 100 51 43 2 4 8 9 8 4 10
60 and over.... 100 39 55 1 5 7 6 9 2 10
pL% (T4 S 1+ TR PRSI PRORPRPRREOIS DRSO PUNIIOUUOTE PRI PORU 38.4 406 366 27.8 40.8
Men -
Total 100 52 41 4 3 100 100 100 100 100
Under 25, 100 33 54 9 b 16 10 21 40 22
26~29. 100 51 42 6 3 14 14 15 18 11
100 55 39 4 3 12 13 12 13 10
35~30.. 100 58 38 2 2 11 12 10 7 8
40-44 - - 100 59 35 2 4 11 12 9 7 11
4849 e e cmtieeccmmencccmcamccamanan 100 61 34 2 3 11 13 9 6 10
BO=54. et cmmme e ecccmsencmccmnmccaasane 100 62 33 2 3 10 12 8 4 9
5659 .- - van— 100 56 38 1 4 8 9 8 3 11
60 and over eemeucecacmmacaa - 100 44 50 1 5 7 6 9 2 11
Medlan . vee cocmemcancccemecaccc cmaccccsmaccacasane|camvsamnaa]|aeenmancae - - 386 40.6 36.4 1.7 40 6
Women
17 O, 100 36 56 4 4 100 100 100 100 100
Under 25. 100 26 63 8 3 23 17 26 41 21
26-29. /100 a7 54 ] 4 12 12 12 15 13
30-34 - 100 39 64 4 2 9 10 9 9 L[]
85-39. 100 38 64 4 3 8 9 8 8 8
40-44 100 41 852 4 3 10 11 9 9 8
45-49, 100 42 51 3 3 11 12 10 8 10
50-54 100 43 51 1 b 11 13 10 3 14
55-59 100 40 53 3 5 9 9 8 5 10
80 and over. 100 28 66 1 [} 7 8 8 2 10
Median........ . 38.2 40 8 37.0 28.0 41.3

sory retirement provisions on covered workers—
especially at age 65—as well as the greater fre-
quency of early retirement (usually between age
60 and age 65) for those with private pensions
than for those without.”

Relationship of Sex, Age, and Tenure

The overall coverage rate for men (52 percent)
was much higher than the rate for women (36
percent). Some of the difference reflects the
longer job tenure of men—more than half the
men but only two-fifths of the women had 5 or
more years of service.® A much smaller part of

TR8ee Virginia Reno, “Why Men Stop Working At or
Before Age 65,” Social Security Bulletin, June 1971,

8If the distribution of women by tenure were the
same as that for men, their overall rate would advance
to 41 percent.

BULLETIN, NOVEMBER 1973

the difference is attributable to the greater con-
centration of women in the youngest age group
(under age 25), where coverage rates are lowest,
and their smaller representation in the prime
working years, where coverage rates are highest.

Most of the difference between the coverage
rates, however, comes from factors not associated
with either age or tenure. Men have much higher
coverage rates—usually by at least 10 percentage
points—than women of the same age and with
the same length of service (table 5). Exceptions
are chiefly among persons who had worked 10
years or more where few workers are barred
from coverage because of plan provisions.®

® Because of the small size of the samp'e of workers
(especially women) in most of the age-tenure groups
with more than 10 years of service, the estimates for
most of these groups in table § are subject to large sam-
pling errors.

25



TaBLe 5.—Percent of full-time workers covered by retire-
ment plans in private industry on current job, by age, sex,
and length of employment, April 1972

Lepgth of employment (in years)
Age Les: 20
S or
Total 1 than 1 1-4 5-9 10-19 more
Total

47 20 40 57 67 73
30 18 40 48 |
47 27 48 70 66 [-cecuannn

51 20 44 63 5 (%
54 19 39 56 70 79
53 23 30 49 65 75
39 * 15 31 42 60

Men

Total . ____ 62 24 45 62 70 74
Under 25.ccnvee-o 33 20 44 - T R N
2628 e e ceee 51 29 52 73 1138 (R

30-39.... 56 24 48 65 76 )
40-49..__ 59 23 43 63 75 79
BO-59 e 60 32 35 54 66 76
60 and over.._.__ “ ® 17 38 45 64

‘Women

Total_..__.. 36 15 33 46 59 66
Under 25 ....-.._ 26 16 36 b 15 T RN R
2620 e ceannnn 37 20 38 61 [N P,

39 13 35 57 70 (%)
42 13 32 45 58 80
42 11 23 43 62 69
28 ® ® 19 36 47

1 Includes workers not responding on length of employment on current job,
2 Not calculated where base is less than 200,000

An important point in table 5 is the separate
effects of age and tenure on coverage. Among
workers aged 30 and more, coverage rates in-
creased with length of employment in each age
group. For men aged 50-59, for example, 3 out
of 4 of those who had worked 20 years or more
had coverage, but only slightly more than a
third with less than 10 years were covered.

Workers aged 60 or more are less likely than
younger workers to be included in private retire-
ment plans, regardless of their length of employ-
ment. In many cases, particularly when there are
short periods of service, workers may have been
excluded because they passed the maximum age
for participation in the plan.?®* Moreover, as
previously noted, older covered workers are more
apt to retire than those not covered, thereby af-
fecting the coverage rate.

10 A Bureau of Labor Statistics study found that in
1971 pension plans covering about 2 out of 8 workers
had maximum age limits. See Harry E. Davis, “Pension
Provisions Affecting the Employment of Older Workers,”
Monthly Labor Review, April 1973, pages 4445,
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Earnings

Retirement plan coverage was closely related
to wage and salary income. Generally speaking,
the higher the wage and salary earnings, the
greater the likelihood of private coverage (table
6). About one-fourth of the men who earned less
than $5,000 were covered, three-fifths of those
with earnings from $5,000 to $9,999, and more
than two-thirds of those earning $10,000 or more.
The earnings classes used in table 6 were obtained
by matching pension coverage from the April
Current Population Survey (CPS) to wage and
salary earnings for 1971 reported in the March
1972 CPS. If the worker had recently changed
jobs, the wage and salary data were not specifi-
cally related to his present job. The data in the
table are therefore restricted to workers who re-
ported that they had held their present job for 1
year or more.

Table 6 also shows a substantial difference in
median earnings of men with and without plan
coverage—$10,200 and $7,700, respectively. More
than three-fourths of the men with coverage
earned between $5,000 and $15,000, and more
than two-thirds of the men without coverage
earned less than $10,000.

For women, the same correlation of low cover-
age at low earnings was observed. The women
not included in retirement plans reported median
annual earnings only three-fourths as high as the
median for the covered group—$5,800 for cov-
ered workers and $4,400 for those not covered.
Three-fifths of the women without plan coverage
had earnings of less than $5,000, compared with
a third of those with coverage.

Race

White workers were more likely than workers
of other races to have private plan coverage on
their full-time job (table 7). More than half the
white men in private industry reported pension
coverage, but only two-fifths of men of other
races did. White men had higher coverage rates
than men of other races with the same length of
service: about two-thirds of the whites with
5-14 years of service reported coverage, com-
pared with half the men of other races with the
same amount of service. This disparity therefore
stems from other differences, such as type of oc-

SOCIAL SECURITY



TaBLE 6.—Percentage distribution of full-time workers in private industry, by retirement-plan status and by annual wage or

salary income dunng 1971, April 1972

Percentage distribution by coverage status Percentage distribution by wage or salary income
.Annltlllal wag& olrg;:ixlary
come ) ,
Not Don’t No Not Don’t No
Total Covered | i vered know response Total Covered | o vered know response
Total
Total de v vmenacvaeaaan . 100 47 46 4 4 100 100 100 100 )
$1-4,999 100 30 66 4 23 12 37 36 Q)
5,000-9,999. . 100 58 39 3 46 47 43 53 *)
10,000-14,999.._ 100 73 26 1 21 28 13 8 [}
15,000-19,999___ 100 76 24 ® 6 9 4 1 ?)
20,000-24,999. ... ——— 100 67 32 2 2 2 1 1 )
25,000 0T MOT€._ o vooooocemeee 100 71 28 ® 2 3 1 * ®
Median amount . JY P SN, $7,700 $9,100 $6,100 $5,000 [O)]
Men
A7) N 100 52 41 4 3 100 100 100 100 ®
$1-4,909 o eeiceeaeas 100 26 69 4 12 5 22 23 (O]
5,000-9,999... . 100 68 39 3 45 43 48 60 (?)
10,000-14,99¢ 100 74 25 1 29 35 20 13 (2)
15,000-19,999__ 100 76 24 (O] 9 11 6 1 (1)
20,000-24,999__ 100 67 31 2 3 3 2 2 Q]
26,000 or more, . 100 72 28 1 3 4 2 1 (*)
Median amOUnt. oo emmecceemef v v e e $9,300 $10,200 $7,700 $7,000 ®
Women
100 36 56 4 4 100 100 100 100 )
100 31 65 4 ) 49 34 61 57 5’)
100 58 39 3 O] 46 60 35 41 2)
100 60 39 D U P 5 [ 4 2 )
Median amount, .- R SV PRSI ORI M, $5, 100 $5,800 $4,400 $4,800 )

! Coverage status totals relate to all workers reporting in the survey Ex-
cluded elsewhere are (a) persons with less than 1 year of employment in their
current job (since the income figures do not relate to current job), (b) persons

cupation, industry, and earnings. Among women,
differences in coverage rates by race were not as
great, partly because women of both racial
groups had similar tenure rates.

CHARACTERISTICS OF VESTED AND
NONVESTED WORKERS

The survey indicated that a third of the 23
million full-time wage and salary workers cov-
ered by private retirement plans on their current
job in April 1972 had a vested or nonforfeitable
right to a pension from their current plan.*

This one-third figure contrasts with results of
recent studies of retirement plan provisions that

11 The respondents replied “yes” to the following ques-
tion about their pension-covered job: “If you should
change to a job not covered by this plan, would you still
be eligible to receive the plan’s benefits at retirement
age?’ The question was intended to record as vested
those who were already assured of a benefit either by
their plan's vesting provision or retirement provision.
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with no earnings in 1871, and (c) those for which a match to the March CPS
record could not be made

2 Not calculated where base is less than 200,000.

¥ Less than 0 5 percent.

show more than 3 out of 4 workers in private
pension plans with vesting provisions.> Such
studies, however, do not indicate how many em-
ployees have actually met the qualifications for
vesting and have gained a nonforfeitable right to
a pension benefit, as does this survey.

A somewhat higher proportion of men than
women had vested rights—34 percent and 26 per-
cent, respectively (table 8). About half the men
and a slightly higher proportion of the women
had not yet acquired these rights. A fairly high
proportion of workers did not know whether
they had a vested right in their plan—15 percent
of the men and 18 percent of the women.

Vesting in accrued retirement benefits 1is
usually conditioned on meeting specified length-
of-service requirements of a plan—frequently 10
or 15 years—and, in some cases, attainment of a
specified age—often age 40. Even if a plan does

12 See, for example, Harry E. Davis and Arnold Stras-
ser, 0p. cil.
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TaBLE 7.—Percentage distribution of full-time workers in private industry, by retirement-plan status and by race, April 1972

Percentage distribution by coverage status Percentage distribution by race
Race
Not Don't No Not Don't No
Total Covered covered know response Total Covered covered know response

Total
Totaleceemncaaccocammnnan 100 47 46 4 4 100 100 100 100 100
White 100 48 45 4 3 90 ' 91 89 85 84
All other races..cemevecmeaceana 100 39 50 5 5 10 9 11 15 16

Men
Totaleceemenemmmmceemeeee 100 52 41 4 3 100 100 100 100 100
‘White 100 53 40 3 3 90 92 89 85 85
All other 180e8. . coccmccaccmacann 100 43 47 5 5 10 8 11 15 15

‘Women

A 117 P, 100 36 56 4 4 100 100 100 100 100
White 100 36 56 1 3 88 89 88 85 82
All other races.cocoscucncannn-n 100 32 57 3 6 12 11 12 15 18

not have a specific vesting provision, an em-
ployed older worker who has already qualified
for a pension under the early or normal retire-
ment provision of a plan is considered to have
vested rights for the purposes of this analysis.
Such qualification requires attainment of a speci-
fied age (usually between the ages of 50 and 65),
as well as a specified length of service (usually
10 to 15 years).

Tenvure

Given the conditions for vesting found in re-
tirement plans, it is not surprising that the pro-
portion of workers who had vesting rose as job
tenure lengthened. About 60 percent of the work-
ers with less than 10 years of employment did
not yet have vesting rights. The rate of vesting
rose as job tenure increased—from 20 percent of
those having worked less than 5 years to 47 per-
cent for those who had worked 15-19 years. The
rate of vesting leveled off at about 50 percent for
those who had worked 15 years or more.

Persons without vested status typically had
much less service than those with vesting. About
65 percent of those without vested rights had less
than 10 years of employment, compared with 40
percent of the workers with such rights. The av-
erage time on their present job for all nonvested
workers was 7.0 years—about half as long as
that for vested workers, who averaged 14.4 years.
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Since about one-fourth of those who did not
have vested rights had worked 15 years or more,
presumably a large number of workers were in
plans without vesting provisions or with very re-
strictive requirements for vesting.

Even when they had the same periods of em-
ployment, women had lower vesting rates than
men. Among those who had worked less than 10
years, about 23 percent of the men and 19 percent
of the women had vested rights. The vesting
rates for both rose gradually as tenure increased,
so that among those who had worked 20 years or
more 52 percent of the men and about 43 percent
of the women had vested rights. These figures
suggest that women were more often in plans
without vesting provisions or with restrictive
vesting requirements.

Not only did women acquire vested status at a
somewhat lower rate than men with the same
amount of service, but they also had shorter pe-
riods of employment on their covered jobs—a
median of 6.8 years, compared with 9.2 years for
men. This shorter average tenure for women may
also account, to some degree, for their relatively
small proportion with vested pensions.

The survey questionnaire dealt with length of
employment on the current job, not with credited
service under the pension plan. Although the two
may be identical, this is not always the case.
Some pension plans have eligibility provisions
for participation in the plan—usually 1-5 years
of employment and, less frequently, attainment

SOCIAL SECURITY



TasLE 8.—Percentage distribution of full-time workers covered by retirement plans in private industry, by vested status and by

length of employment on current job, April 1972

Percentage distribution by vested status Percentage distribution by length of employment
Length(iof emph))yment
n years , Not Don’t No Not Don’t No
Total Vested vested know response Total Vested vested know response
Total
Total e e vcceemccne 100 32 51 15 1 100 100 100 100 100
Less than 8. ovocoeecccaieaae 100 20 60 20 1 34 21 40 44 33
50 100 25 59 16 1 22 17 25 22 18
10-14... 100 36 49 15 1 13 14 12 12 10
15-19 100 47 41 11 1 11 16 9 8 9
20-24 100 50 38 12 ® 9 14 [] 7 4
25 or more 100 &1 37 10 3 12 18 8 7 26
BL% i VY o DRSO USRAN) (OSSR IRPRRN MU SR PRUOUR IR PRI N 86 14 4 7.0 6.3 9.6
Men

Total b eeecccmaeecen 100 34 50 15 1 100 100 100 100 @)

Lessthan & o ceoooocaaaacaaa. 100 21 59 19 1 32 20 38 41 ®

aen 100 25 58 16 1 21 16 25 23 *)

10-14 . 100 36 48 14 1 12 13 12 12 *)

15-19... 100 49 39 10 1 11 17 Y 8 (%)

2 100 53 36 11 ) 10 15 7 7 *)

100 52 37 9 2 13 20 10 8 U]

..... . PN FSSIIRIN EN I, 92 153 7.5 6.9 (O]

Women

Total Lo cnocacecamaan 100 26 55 18 1 100 100 100 100 (O]

Legsthan §.cecoocaoaamaaaes 100 18 61 22 1 42 26 46 52 %)

59 100 24 60 15 1 23 21 25 20 1)

100 34 50 15 ) 13 16 12 11 3)

100 39 47 )3 S PO 10 15 8 8 ()

100 30 46 13 2 6 9 5 ] *

100 47 32 14 6 7 13 4 6 ®

Median. ..o oemmc e ccemmec e e e e 68 11.0 5.8 48 O]

1 Vested status totals include workers not responding to length of employ- 2 Less than 0 5 percent

ment on current job, not shown separately

of age 25 or 30—that may not be counted as
credited service for vesting purposes. Moreover,
persons covered by multiemployer plans probably
reported duration of employment on their cur-
rent job, rather than total employment under the
pension plan. (One of the characteristics of a
multiemployer pension plan is that a worker re-
mains covered by the plan and builds up pension
service as long as he is employed by any one of
the employers contributing to the plan.) For this
reason, it is probable that the rate of vesting is
overstated for short service periods. Overall vest-
ing rates, however, would not be affected by
these factors.

Age

Vesting was more common among older work-
ers than younger workers (table 9). About 45
percent of the workers aged 55 or older, com-
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1 Not calculated where base is less than 200,000,

pared with 20 percent of those under age 80, had
vested status. This difference is expected since
older workers typically have longer tenure than
younger workers and achievement of vested sta-
tus is highly dependent on attainment of some
specified length of service. Furthermore, as had
been noted, older workers in plans without vest-
ing provisions or with highly restrictive provi-
sions may already be qualified for benefits
through an early (or regular) retirement provi-
sion. As a result, almost 65 percent of the work-
ers with vested rights were aged 40 or more,
compared with about 45 percent of the workers
who were not vested.

Vesting rates for men and women differed
somewhat by age. For the younger age groups,
the differences were slight. For older persons—
especially the group aged 40-59—a substantially
higher proportion of men than women had
vested rights, partly because job tenure was
shorter for women.
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TaBLr 9.—Percentage distribution of full-time workers covered by retirement plans in private industry, by vested status and

by age, April 1972

Percentage distribution by vested status Percentage distribution by age
Aee Not Don’t N Not Don’t N
0 on' 0 [} on 0
Total Vested vested know response Total Vested vested know response
Total
Total.meenrenn ————————— 100 32 51 15 1 100 100 100 100 100
Under 25.«.couueeccaacmcaaeaee 100 18 55 26 1 12 6 12 20 10
25-29 100 24 57 18 1 14 10 15 16 16
B0-34. e ceecececaeaaann 100 23 61 16 1 12 9 15 13 10
35-39.. - 100 31 56 13 1 11 11 12 9 8
4044 e - 100 35 51 13 1 12 13 12 10 10
45-49._ - 100 40 46 13 1 13 18 11 10 13
50-54.. ... - 100 39 48 12 1 12 15 11 9 15
55-59 100 45 40 14 2 9 12 7 8 13
60 and over.. . ococenecnaamnans 100 44 41 14 1 6 8 5 5 8
D% (-1 L1:Y + VPSRRI FRRIPRIPRI IR PPN I N, 40 6 45.4 38 4 31 433
Men
100 100 100 100 ®
10 6 11 17 (1
14 10 16 16 él)
13 9 16 14 13
12 11 13 9 é‘
12 13 12 10 )
13 16 11 11 (1)
12 15 11 9 (1)
9 12 (] 8 M
6 8 5 8 O]
406 45 4 38.1 36 3 O]
‘Women
Total..cceceeaaecamnaa- 100 26 55 18 1 100 100 100 100 O]
Under 25. .« oo ccacaaaans 100 15 56 27 1 17 10 17 25 1)
2629 emiiemeccaena 100 21 57 P2 TR 12 10 13 15 ‘g
30-34. e nccnceccccccmanna- 100 22 62 16 1 10 9 11 9 i
3530 e cmc i ccecaeen 100 26 57 I ¥ I, 9 9 9 9 1)
40-44 - 100 28 57 15 1 11 12 12 9 g‘)
45-49 100 32 54 12 2 12 15 12 8 1§
B0-54.enmemenme e eeeecnanan 100 29 53 15 2 13 15 13 11 (r
55-59 100 33 49 16 3 9 12 8 8 (1}
60 and over.. 100 41 41 15 3 6 9 4 5 ()
Median [ DRI IR IR (RN H 408 45.1 396 354 O]

1 Not calculated where base is less than 200,000

Age and Tenure

The association of tenure and age with vesting
rates is quite clear in tables 8 and 9: As tenure
on the current job increased, vesting rates were
higher and, as age increased, so did vesting rates.
The interrelationship of these two variables and
vesting rates is summarized in table 10, which
shows the vesting rates by age and tenure (that
is, it shows the proportion of workers in each
age and tenure group that have achieved vested
status). The likelihood of vesting for short-serv-
ice workers is quite low at any age. Vesting was
much more likely to be found among workers
with long tenure, regardless of age.

Since the requirements for vesting are more
frequently geared to the attainment of specified
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years of service in a plan than to age, it is not
surprising that length of employment had much
more influence than age on vesting rates. The
proportion of vested workers rose only slightly
as age increased for those with the same amount
of service, but the proportion rose sharply as
length of employment increased for those in a
given age group. The vesting rates for workers
employed less than 10 years, for example,
ranged from 19 percent for workers aged 30-39
to 28 percent of those aged 50 or over. For
workers aged 40-49, on the other hand, vesting
rates ranged from 23 percent for those who had
worked less than 10 years to about 50 percent for
those who had worked 15 years or more.

The low rate of vesting (or qualification for
early retirement) for workers aged 50 and older
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TasLe 10.-—Percent of workers with vested rights in retire-
ment plans in private industry, by length of employment and
by age, April 1972

Length of employment (In years)
Age Le 2
88 or
, Total | 4patilg | 10-14 | 1519 | =700
Total

Total.cenmencwcnaann 32 22 36 47 51
21 21 [OF TR I

30-39 27 19 37 47 @
40-49. 38 23 38 48 51
50 and OVer..ceeerocmccrcann 42 28 32 46 51

Men

Totaleecmecaaaen wae 34 23 36 49 52
Under 80.amacecneenevenncan 23 22 [ N P S,

30-39.cvmmnmmmnenmmccam e .- 27 19 36 50 [©)
4049 40 24 39 50 52
50 and over..ocoemeennnan 45 31 a7 47 52

Women
26 19 3 39 43
BB 8 ger
1 3

30 22 37 51) 43
33 23 25 44 43

1 Not calculated where base is less than 200,000

is somewhat surprising, especially among those
workers with long tenure. Only half of the men
aged 50 or older who were employed 10 or more
years had vested status. Preliminary indications
are that many of the nonvested workers were in
relatively low-paid occupations and industries,
presumably where no vesting is provided or

where strict requirements for vesting or retire-
ment are found. Also, more than 10 percent of
the workers aged 50 or over did not know
whether or not they had vested rights.

Women with long tenure were somewhat less
likely to have vested status than men in the same
age and service categories. Among those aged 40
or older and employed 20 years or more, for ex-
ample, 43 percent of the women—compared with
52 percent of the men—had vested rights. Reasons
for this difference are not clear but can perhaps
be explained in part by the more restrictive vest-
ing requirements found in pension plans that in-
clude mainly women.

In each age group the proportion of vested
workers who were with their employer one or
two decades was substantially higher than the
proportion among nonvested workers (table 11).
A large proportion of older men without vested
rights had substantial lengths of employment—
46 percent of those aged 50 or more and 25 per-
cent of those aged 4049 had tenure of 20 years
or more with their current employer. Among
women without vested rights these proportions
were much smaller—22 percent and 15 percent,
respectively—a reflection of the generally shorter
tenure of women.

The differences in job tenure are shown in
table 12, which compares the median job tenure
by age group and vested status. The median
length of employment was 50-70 percent longer

TABLE 11.—Percentage distribution of full-time workers in retirement plans in private industry, by vested status and length of

employment on current job and by age and sex, April 1972

Percentage distribution of vested workers Percentage distribution of nonvested workers
by length of employment (in years) by length of employment (in years)
Age
Less 20 or Less 20 or
) Total than 10 10-19 more Total than 10 10-18 more
Total
Under 30-. - iee 100 97 [ 7 [, 100 98 7 P
30-39. 100 46 51 3 100 71 27 1
4049 100 24 38 37 100 49 28 23
50 8nd OVer. oo ————— 100 17 25 &8 100 34 27 39
Men
Under 30._.... 100 97 | N OO 100 97 b ) [
") ——- 100 44 54 2 100 70 29 1
L 100 21 39 40 100 45 29 26
20R: 4 R R, 100 16 21 63 100 30 23 46
’ Women
Under 30 100 06 [ 3 P 100 99 | N [ ———
bt 100 53 41 5 100 78 20 2
40-49 100 38 35 27 100 59 26 15
50 and over.. 100 23 38 39 100 42 36 22
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TABLE 12.—Median years of employment on current job for
full-time workers in retirement plans in private industry, by
vested status and by age and sex, April 1972

Median years on current Medlan years on current
N Jjob for vested workers Job for nonvested workers
ge

Total Men | Women| Total Men | Women
Under 30......... 3.8 38 36 32 33 29
30-39.u... 10.7 11,0 94 6.9 7.1 59
4049, ....... . 17.4 18.0 11.7 10.4 11.9 7.7
50 and over__.. .. 22.3 23.4 17.6 1535 18.3 11.8

for vested workers than for nonvested workers
(except for those under age 30 and those aged 50
or over, where the difference was smaller).

Earnings

Another factor associated with vesting rates is
wago and salary income. High earners were more

likely than low earners to have vested rights,
partly because the high earners also tended to
have longer tenure and were older. Among work-
ers with the same length of employment, how-
ever, vesting rates also tended to be greatest for
those with high earnings.

About three-fourths of the men with private
pension coverage had annual wage or salary in-
come between $5,000 and $15,000 in 1971; only
about a third had vested pension rights (table
13). The vesting rate rose with earnings, how-
ever; 45 percent of the men with annual earnings
of $15,000 or more reported vested rights. Per-
sons who did not know their vested status tended
to be lower paid—a partial explanation for the
differences in vesting rates by earnings levels.

The vesting rate for women earning less than
$5,000, like that for men, was low—Iless than a
fourth. On the other hand, about half of the
women earning $10,000 or more had vested rights

TaBLE 13.-—Percentage distribution of full-time workers in retirement plans in private industry, by vested status and by wage or

salary income during 1971, April 1972

Percentage distribution by vested status Percentsa;%:tgigrt‘rclg;g%rlx }’g;lw age or
Ann‘txxlal wagle olrggslxlary
come in . )
Not Don’t No Not Don’t No
Total | Vested | yopraq | know |response | Total | Vested | cogieq | know | response
Total
TOtAl % ccrecnacccmcciccacannnnsnmnannansn 100 32 51 15 1 100 100 100 100 100
Less than $5,000. .. coeeneerencuccccmrenecnnnann 100 24 56 19 2 12 8 13 15 16
990 1 47 42 48 54 42
1 28 31 27 24 29
1 9 11 8 4 10
1 2 3 2 1 1
1 3 5 2 1 3
$9,100 | $10,000 $8,800 $7,900 $8,800
Men
MOt L ceecemencnrecremcceccncnanasmnnes 100 1 50 15 1 100 100 100 100 (O]
T.c98 than $6,000. 100 26 54 18 2 5 4 s v 8 (’;
8, ! 100 30 51 17 1 43 37 44 52 2
10,000-14,999 ——- 100 36 49 13 1 35 36 35 32 2
15,000-19,900 - - 100 43 49 7 1 11 13 11 6 2
20,000-24,800_ < oo ccnerenrecmmcnrcaceranren—an 100 49 43 7 1 3 4 2 1 5’
25,000 OF IO . caeceemamanmacacaccnanaccamcsacamnnan 100 &9 32 8 1 4 6 2 2 2)
Medlan BMOUNteamcean e iiemcnccrccncnnncemnnnc|sonncsscen]ecmcnnmacsfremeanaciaucanocnac]ecnaaannan $10,200 | $10,900 | $10,000 $9,300 ®
Women
Total ... .eeeececcecnccaccnanaanannn - 100 26 55 18 1 100 100 100 100 ®)
Less than $5,000. cec e cccincaciacecacacaauaaaan 100 23 87 19 2 34 28 35 40 E’)
,000-0,000. oo cncciccccaicnccmcncanacan. 100 27 55 16 2 60 60 ] 57 2)
10,000-14,509 femeecbmcaceertmmmcmannaneean
S 100 81 80 10 [ceeeeeeee 6 12 5 il o
25,000 or more .
Medisn amount..ccconana. RPN (S I JEPRSIN ISR EEOR $5,800 { $6,300 | $5,600 $5,700 ®

1 Veated status totals relate to all workers reporting in the survey, Excluded
slsewhere are (a) persons with less than 1 year of employment in their current
job (sinee income figures do not relate to current job), (b) persons with no

.
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earnings in 1971, and (c) those for whom a match in the March CP8 record
could not be made,
2 Not calculated where base is less than 200,000,
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TABLE 14.—-—Percent§.ge distribution of full-time workers covered by retirement plans in private industry, by vested status and by

industry division, Apnl 1972

Percentage distribution by vested status Percentage distribution by industry division
Industry division Not Don't N Not Dot N
o on’ (] ' o on' (1]
Total | Vested | yestaq | know |response| TOtal | Vested | covcq | Enow response
Total
Total 100 32 51 15 1 100 100 100 100 100
MUBIIE. oo eeemteeeec e eemmmmmmee e amcaaenan 100 30 53 T 2 2 2 ) .
Construction. - ——— 100 35 48 16 1 5 6 5 5 [}
Manufacturing
Durable goods. 100 35 47 17 2 30 32 27 33 38
Nondurable goods.. 100 28 55 15 1 18 16 20 18 17
Transportation...... 100 32 56 12 1 4 4 5 3 3
go;ndmunications and public utilities...emeeecoea s 100 31 55 13 2 6 6 7 5 9
rade
‘Wholesale. 100 33 51 15 1 3 8 5 5 8
Retail. —- 100 32 54 14 1 10 10 10 9 7
Finance, insurance, and real estate.....eeecceeouno 100 28 58 14 ) 8 7 9 7 3
Services...... 100 33 48 18 1 11 11 10 12 1
Men
Total 100 34 50 15 1 100 100 100 100 100
Mining...ccoeemaeaaaaao. - - 100 30 54 16 |aueaaaane 2 2 2 2 |erecmaes
(002717 40 1415 10> o O 100 35 48 16 1 7 7 8 7 7
Manufacturing
Durable goods.  caee oo nacmmec e cmnn———— 100 37 48 16 2 33 36 30 36 44
Nondurable goods...... - 100 31 53 15 1 18 16 19 19 1
Transportation..oo.oooeoeeenanna._ 100 32 55 12 1 [ 5 8 4 3
go;rémunicatlons and public utilitie; 100 36 51 11 2 6 6 ] 8
rade
Wholesale 100 32 53 13 1 (] 6 7 (] []
J 1275 ) D, 100 34 54 12 1 ] 9 10 7 8
Finance, insurance, and real estate.......cocuaeooo. 100 31 57 11 1 6 6 7 5 4
Services. 100 34 47 18 2 8 8 7 9 8
Women
Total 100 26 55 18 1 100 100 100 100 100
Mining 2 1) Q) 2) 1 1 O] ) BN (RSN
Construction 8 5’) ® §’) 1 0] 1 O} 4
Manufacturing -
Durable goods 100 26 51 22 1 20 20 19 24 23
Nondurable goods. 100 21 62 15 2 20 18 22 17 24
Transportation [©) ) ® (2 2 2 1 8
g?an(llmunlcatlons and public utilities. . ......... 100 20 62 16 8 6 L} 7 14
[
‘Wholesale (0] o] ) [©) 3 4 2 4 4
Retail 100 28 54 17 12 13 12 12 9
Finance, insurance, and real estate......ememeecame- 100 23 50 18 [awesmcmane 14 13 15 )T 33 P,
Services. 100 33 46 17 1 20 25 18 19 18
t Less than 0.5 percent. 2 Not calculated where base 1s less than 200,000,

to their pensions—but only 6 percent of the
women with pension coverage had such high
earnings (compared with more than 50 percent
of the men). “

Industry

Vesting rates varied little by industry.’s In
most major industry groups about a third of the

13Thig finding may seem surpriging in light of plan
provision studies that show a wide difference in the
prevalence of vesting provisions by industry. The survey
results here, however, reflect the actual experience of
workers "under these piin provisions as influenced by eli-
gibility requirements for vesting and retirement and by
their work history. wh
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workers who reported coverage had vested rights
in their benefit (table 14). The proportion of
persons with vesting was in the fairly narrow
range of 28 percent in nondurable goods manu-
facturing and finance, insurance, and real estate
to 35 percent in durable goods manufacturing
and construction.

Vesting rates for women were not significantly
different than those for men in some industries
—such as services and retail trade. In durable
and nondurable goods manufacturing industries,
however, where most private pension coverage
for women is found, and in communications and
public utilities, the rate of vesting for women
was lower than that for men.

#*
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TABLE 15 —Percentage distribution of full-time workers covered by retirement plans in private industry, by vested status and

by occupation group, April 1972

Percentage distribution by vested status Percentage distribution by occupation group
Occupation group Not Dot N Not Don't N
[} on’ (] 0 on’ [
Total | Vested | yegted | know |response| Total | Vested | oesteq | know | response
Total
Total 1 100 32 51 15 1 100 100 100 100 100
‘White-collar workers
Professional and technical. ... ... 100 40 47 13 1 13 16 12 11 10
Managers and officials o oooo oo 100 40 51 8 1 u 13 11 6
1 E ) (2 I 100 31 57 12 1 6 6 4 6
Clereal...oveoonennn. 100 26 56 16 1 18 15 20 19 19
Blue-collar workers
(@ £:31¢:7 ¢ T + PN 100 38 48 15 2 19 22 18 18 25
Operatives - 100 27 53 19 1 20 17 20 24 16
Transportation equipment operators 100 26 57 15 2 5 4 (] 5 10
Nonfarm 1aborers. ..o occnceecacaacoaaaa. 100 29 47 23 1 4 4 4 6 2
Service workers 100 29 47 23 1 4 4 4 ] 3
Men
Total 1 100 34 50 15 1 100 100 100 100 100
‘White-collar workers
Professional and technical. ... .. ._........ 100 41 46 12 1 14 17 13 12 13
Managers and officlals....o. o oooooooooolol 100 39 53 8 1 13 15 13 7 12
B88leS. e e cmem e e e e memcm——am—— 100 32 55 12 1 [i] 6 7 5 &
Clerical...._. 100 29 56 14 1 8 6 8 7 5
Blue-collar workers
Craftsmen . 100 36 48 14 1 25 27 24 25 32
Operatives 100 29 51 19 1 19 16 19 24 15
Transportation equipment operato: 100 26 57 15 2 7 ] 7 7 13
Nonfarm laborers . 100 29 47 23 1 5 4 5 8 3
Bervice worker: 100 32 43 24 1 3 3 3 8 3
‘Women
Total 1 100 26 55 18 1 100 100 100 100 100
‘White-collar workers
Professional and technical. ... 100 35 48 17 1 9 11 7 8 4
Managers and officials - 100 46 39 15 |enmenenenn 4 8 3 [ 3 S
Sales 100 24 61 12 3 4 3 4 3 9
Clerical ——— - 100 24 57 17 1 50 47 52 49 58
Blue-collar workers
[63 7 Y00 e T+ TR % [©) (® O] 2 2 1 2 6
OPeratlves e oo 100 22 58 20 1 23 19 24 25 19
Transgportation equipment 0perators. .ame-ceceeae (O] (2) ) (%) ) [0 T PO [C0 T TS O
Nonfarm laborers ) () () @) ®) 1 [O) 1 |cemmcann
Service workers 100 26 52 21 1 8 8 7 9 5

1 Vested status totals include a small number of agricultural and private
household workers, not shown separately.

Occupation

Occupational differences in vesting rates were
much greater than industrial differences, reflect-
ing the combined effects of average length of
service and differing requirements for vesting
and retirement. Professional and technical em-
ployees and managers and officials had the high-
est rates—about two-fifths were vested (table
15). Craftsmen, about a fifth of all persons with
pension coverage, also had a relatively high vest-
ing rate of more than a third. Only about one-
fourth of the clerical workers and operatives (al-
most two-fifths of the persons with pension
coverage) were vested, however.

The highest vesting rates (ranging from 36
percent to 41 percent) were reported by men who

34

2 Not calculated where base is less than 200,000,
3 Less than 0 5 percent.

were professional and technical workers, manag-
ers and officials, and craftsmen; they accounted
for more than 50 percent of all men with pension
coverage. The vesting rates for men in the re-
maining occupational classifications ranged from
26 percent to 32 percent. A fairly high propor-
tion of men in these remaining groups—12-24
percent—did not know if they had vested rights.

Occupational variation in vesting rates was
greater for women than for men. Generally, the
vesting rates of women were somewhat lower
than those for men in similar occupations. Only
24 percent of clerical employees and 22 percent
of the operatives—where almost three-fourths of
the women with pension coverage were found—
had vested rights.
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TaBLE 16.—Percentage distribution of full-time workers covered by retirement plans in private industry, by vested status and

by race, April 1972

Percentage distribution by vested status Percentage distribution by race
Race N D N N D N
of on't o ot on’t o
Total Vested vested know {response Total Vested vested know | response
Total
100 32 51 15 1 100 100 100 100 100
100 33 B1 15 1 91 94 91 88 93
100 24 52 22 1 9 6 9 12 T
Men
Total - 100 34 50 15 1 100 100 100 100 100
White. oo oo 100 35 50 14 1 92 94 92 88 94
All other races .- 100 25 52 22 1 8 6 8 12 6
Women
b 117 NN 100 26 85 18 1 100 100 100 100 100
W€ e e oo pcee e cmcreccmmneacanan 100 26 55 17 1 89 90 80 87 80
All other races hemeieenmaeaa 100 24 53 22 1 11 10 10 13 10

Race

Not only were white men more likely than
workers of all other races to be in private retire-
ment plans, but they were also more likely to
have vested rights. More than a third of the
white men reported such rights, but only a
fourth of the men of other races did (table 16).
Part of the difference reflects the larger fraction
of “don’t know” replies among workers of the
latter racial group; some of the difference is re-
lated to their lower average tenure, as well as
differing occupations, industries, and earnings.
Among women, however, vesting was as prevalent
for those of all other races as for white women.

Limitations of Vesting Data

In assessing the preceding data on the propor-
tion of workers reporting vested rights, a num-
ber of factors should be kept in mind. In plans
in which the worker makes a contribution, vested
rights usually are forfeited if a worker with-
draws his own contributions on termination of
employment.** Indications are that a high propor-
tion of workers who leave a contributory plan—
even older workers with substantial benefit ac-
cruals—do withdraw their own contributions

14 The forfeiture of vested rights has been the experi-
ence under the contributory Federal civil-service retire-
ment plan; see Joseph Krislov, “Forfeiture of Civil

Service Retirement Benefits,” Social Security Bulletin,
October 1961, pages 18-21.
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and lose all rights to pension plan benefits.
Contributory plans, however, are far less preva-
lent than noncontributory plans in private indus-
try.

In a few retirement plans, workers who leave
their jobs voluntarily forfeit their pension rights
even though they may have fulfilled the mini-
mum service and age requirements. Plans in the
steel industry, for example, generally restrict
vesting to workers who are laid off and not re-
called in 2 years, or who are terminated because
of the permanent shutdown of a plant, depart-
ment, or subdivision.

A fairly high proportion of workers who were
in a pension plan—15 percent—answered the
vesting question with “don’t know.” Examination
of their tenure and age distributions reveals that
they have characteristics somewhat similar to
those who responded that they were not vested.
Two-thirds were employed less than 10 years,
and chances of vesting with such short tenure
are less than 1 in 4, according to this analysis.
These workers also tended to be young—about
three-fifths were under age 40; pension plan
knowledge and concern are apt to be less among
these persons than among older workers.

Technical Note

The estimates presented here are based on data
from a special April 1972 survey of pension plan
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coverage of full-time workers aged 16 and over
in the U.S. civilian labor force. Data collection
was conducted by the Bureau of the Census and
included half the sample of households in the
April 1972 Current Population Survey (CPS).
For this reason, the sampling variability of this
report is greater than that of the CPS.?

The estimates of retirement plan coverage are
limited to persons aged 16 and over, working 35
hours or more during the survey week at a job in
private industry or with a full-time job but not
at work full-time during that week because of
vacation, illness, etc. The estimates exclude per-
sons belonging to private retirement plans who,
during the survey week, were employed part-
time, unemployed, or out of the labor force. Esti-
mates also exclude persons with vested rights to
a private pension who were not covered by a
plan in the job at which they were working dur-
ing the survey week.

Response to Specific Questions

The interviewer or respondent was requested
to check a “yes” or “no” or “don’t know” box in
answer to the question, “Excluding Social Secu-
rity, Railroad Retirement, and Veterans’ Pen-
sions, are you covered in your present full-time
job by a pension or profit-sharing plan providing
retirement benefits?” As in any survey, some per-
sons did not respond—4 percent. Another 4 per-

1 For a fuller description of the sample design and re-
liability of the estimates of {he CPS, see the Bureau of
the Census, “Money Income in 1971 of Families and Per-
sons in the United States,” Current Population Reports,
Series P-60, No. 85, page 16, and Employment and
Earmngs (Department of Labor), May 1972, page 151.
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cent of the full-time workers said they did not
know whether they were covered by a pension
plan. Some persons in both groups probably did
have pension coverage.

A respondent could perhaps be unaware of his
pension coverage and answer the pension cover-
age question “no,” particularly if he were a new
employee or was included in a multiemployer sit-
uation. As a result, not only would pension cov-
erage be understated, but vesting status would
not be considered by the respondent. Available
evidence from earlier studies indicates that re-
porting of pension coverage by workers, espe-
cially in employer-financed plans, could be un-
derstated.

Errors in the reporting of vesting status also
should be considered. After answering “yes” to
the pension coverage question, the respondents
were asked to answer “yes,” “no,” or “don’t
know” to the following question, “If you should
change to a job not covered by this plan, would
you still be eligible to receive the plan’s benefits
at retirement age?” A fairly high proportion of
workers—15 percent—answered “don’t know,”
and some of these probably had vested rights.

Tenure on the current job, as ascertained in
this survey, is a somewhat different concept than
“length of service” as used in retirement plans.
Here it means the length of time that the worker
has been on the payroll of his current employer;
retirement plans, however, may allow_breaks-in-
service that range up to 2 years or even longer.
In determining eligibility for benefits, multiem-
ployer plans measure length of service under all
plans with contributing employers. In this sur-
vey, only service with the current employer was
used.
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