Private Retirement Benefits and Relationship
to Barnings: Survey of New Beneficiaries:

The level of benefils being received by private
pensioners from their longest job, as reported in the
Survey of Newly Entitled Beneficiaries, is closely
related to earnings and length of service. The pri-
vate pension system provides substantial replace-
ment of earnings at retirement for the average
career worker. Men and women differ sharply in
amount of earnings and length of service—a fact
that exrplainsg, in part, men’s higher average wage
replacement end women's much lower pension
levels. Private benefit levels for current retirees in
the survey are much higher than those for the en-
tire aged population. Individuals retiring at or be-
fore age 62 tend to have higher private pensions
and wage replacement than those retiring at later
ages, a result of liberalized early-retirement provi-
siong in recent years.

BETWEEN JULY 1969 and June 1970, approxi-
mately 1,200,000 persons became entitled to re-
tired-worker benefits under the social  security
program. Nearly 300,000 reported that they had
private pension coverage on the longest job of
their career (table 1). Of that group, 49 percent
reported they were alre‘mdy receiving private pen-
sion benefits; about 30 percent said that they
would receive them at some future date (table 2).
Ten percent said they would not receive a private
pension benefit although they had been in a plan
and 18 percent did not know the answer to or did
not respond to the pension receipt question.

This article focuses on the 134,000 private wage
and salary workers who reported on the amount
of private pensions they were receiving. The anal-
ysis concerns the amount of these benefits in rela-
tion to earnings, length of service, and other
characteristics and the adequacy of the benefits as
measured by their relation to preretlrement earn-
ings.

Findings presented here are based on the

*Division of Economic and Long-Range Studies, Office
of Research and Statistics, The Division of Retirement
and Survivor Studies is responsible for the technical
phases of the Survey of Newly Entitled Beneficiaries
and cooperated with the author in reviewing the data,
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-Survey of Newly Entitled Beneficiaries (SNEB),
. conducted by the Social Security Administration.

The universe for the survey, sampled monthly,
consists of all persons who were recently awarded
their first retired-worker benefits under the old-
age, survivors, disability, and health insurance
(OASDHI) program. It includes those who file
for early retirement benefits at ages 62-64 and
picks up nearly all other insured workers at age
65 as they establish entitlement to benefits when
they enroll for hospital benefits under Medicare.
Starting in July 1968 a monthly mail question-
naire was sent to individuals in the sample. They
were asked about their current and past work ex-
perience, health, retirement status, sources of in-
come, and pension coverage other than QASDHI.
The survey results reported here for private pen-
sioners are based on the last year of the survey,
for benefit awards from July 1969-June 1970.

GENERAL VIEW

The benefit levels and wage replacement for
individual private pensioners are the product of
a wide diversity of benefit formulas found in
private plans. Though many variations exist,
basically, benefits are computed in one of three
ways: (1) Benefits of a uniform nature ($100 flat
monthly pension after a minimum age and number
of years of service, for example); (2) benefits
related to years of service alone ($5 a month for
each year of service) ; and (8) benefits related to
both earnings and service (1 percent of monthly

! Since the estimates are based on a sample, they may
differ somewhat from figures that would have been ob-
tained by asking the same questions of all persons in
the subject population. Some preliminary estimates of
sampling variability of the survey results are given in
the Technical Note at the end of this article. Additional
details on concepts and methodology appear in the first
article in the series. See Patlence Lauriat and William
Rabin, “Men Who Claim Benefits Before Age 65: Find-
ings from the Survey of New Beneficiaries, 1968,” Social
Sccurity Bulletin, November 1970,

SOCIAL SECURITY



TapLE 1.—Private rension coverage on longest job: Number and percentage distribution of persons initially entitled to OASDHI
retired-worker benefits, by class of worker, pension coverage, and sex, July 1969-June 1970 awards

Total Men Women
Class of worker and pension coverage on longest job

Number (in | Percentage | Number (In | Percentage | Number (in | Percentage

thousands) | distribution | thousands) | distribution | thousands) | distribution
Total reporting 1. cvcvucmanaaacas 1,173 fececmcccrcncen 696 |.oeeeremmneren L 1 (R

Longest job:

Not wage and Salary. . .cocecociceecicccreaccamccancaacaccrnsnanas 171 |eeicaans 140 |uccncncccnanan ] S TR,
Government wage and salary. ) 13 N P 78 [evecnacuenncaal B3 | ceenanne
Private wage and salary._.._...... 826 100 461 100 365 100
Covered by private pension plan 292 35 214 46 78 21
Not covered by private pension plan 462 ¢ 56 209 ‘45 253 69
Did not know OF 1O YESPONSCnecmemrnessacrnsccnmoncaacannrasaans 72 9 ar 8 34 9

1 Includes 35,000 persons who failed to indicate thelir longest job.

earnings for each year of service). The service
and earnings formulas may vary further depend-
ing on the earnings base used (career average or
average of recent earnings). ‘

A plan may distinguish, between benefits for
current service and for service before the eﬁ'ectlve
date or amendment of the plan. Plans also vary
with respect to provisions for minimum benefits,
maximum benefits, and treatment of soclal .se-
curity benefits.

Given these methods of computlng beneﬁts, it
is not surprising to find that pensions being re-

ceived by new social security beneficiaries were’

closely related to both length of employment and
earnings. Therefore, a continuum of benefits
emerges with highly-paid career workers enjoying
the highest pension benefits and lower-paid work-
ers with short periods of service the lowest. For
example, men with 40 or more years of service and
annual earnings of $10,000 or more had a median
annual pension of $4,620, compared with a median
of $650 for men with less than 20 years of service
who earned less than $6,000 annually.

The highest benefits were reported, as mlght be
expected, by workers whose jobs were in indus-
tries such as transportation, public utilities, and

finance, and occupations such as professional and
managerial jobs, where long service, high earn-
ings, and liberal pension plans were common. The
lowest benefits were found for unskilled and semi-
skilled workers in mining, construction, and serv-
ice industries. ‘Typically, these workers  were
relatively low paid and often had pension cover-
age for shorter periods of service on a particular
job. The median annual private pension ranged
from $1,620 for men reporting private pension re-
ceipt from jobs in the service industry to $3,550
for men reporting a pension from jobs in the
finance industry. Furthermore, the median annual
pension for managers and officials was more than
$4,000, or about double that for craftsmen and
operatives.

Among those receiving pmvate pensmns from
their longest job, there was a sharp distinction in
the amount of earnings and length of service be-
tween men and women. This factor explains much
of the difference in pension levels of men and
women with median annual pensions of $2,080
and $970, respectlvely

The private pension system has matured to a
degree that it provides, on the average, substan-
tial replacement of earnings at retirement for

TABLE 2.—Private pension receipt by prxvate wage and salary employees with gension coverage from longest job: Number and

gercentage distribution of persons initially entitled to OASDHI retired-worker

une 1970 awards

enefits, by pension receipt and sex, July 1969-

i

Total Men Women
Pension receipt

Number (in | Percentaze | Number (in | Percentage | Number {in | Percentage

thousands) | distribution | thousands) | distribution | thousands) | distribution
Total repOrting. oo o aceenacieeen e eaaaaae e 292 100 214 100 78 100

Employees with private penslon eoverage on longest job: )

Receiving benefits!. 142 49 108 50 34 “
Will receive benefits. 85 291 . 63 29 22 28
Will not receive benefits. 28 10 17 8 11 14
Did not know, OF IO T8SPONSE .« e eneeccrecneenvanann ——— 37 13 26 12 11 14

1 The amount of pension recetved was reported by 102,000 men and 32,000 women.
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career workers. This study shows, however, that
there is some diversity in the amount of earnings
replaced by an individual’s private retirement
benefits, depending primarily upon length of em-
ployment. Half of the men newly entitled to
OASDHI benefits in the period July 1969-June
1970 found that their private pensions replaced
25 percent or more of earnings on their longest
job. For men with short service the total wage
replacement was usually lower—a median of 10
percent for men with 10-14 years of service. It
was usually higher for those with long service—
a median of 35 percent for men with 40 or more
years of service. For women, the median wage re-
placement was 19 percent, somewhat lower than
for men, mainly because women had, on the aver-
age, shorter service.

These results show that private pension plans
reflect the'expectation that their beneficiaries will
receive OASDHI benefits. Obviously, the median
wage replacement of 25 percent for men (19 per-
cent for women) is insufficient by itself to provide
levels of living in retirement comparable to those
before retirement. Generally, only for workers
who reported long service—where the bulk of the
private pension coverage is found—did private
pension replacement rates reach or exceed 30 per-
cent of reported earnings.?

Private benefit levels for current retirees are
much higher than those being received by the en-
tire aged population—a result of the maturing of
the plans, as well as benefit liberalizations. For
recent retirees, high earnings levels are also a fac-
tor since many private plans base benefits on final
earnings formulas.

The survey data also show that a substantial
number of individuals were drawing private plan
benefits at or before age 62—the eligibility age for
reduced social security benefits. They tended to
have somewhat higher private retirement benefits

?Persons covered by private pension plans differed
significantly in several important respects from those
not included in such plans. Workers with long service and
high annual earnings whose longest jobs were in manu-
facturing, transportation, public utilities, and finance in-
dustries were most likely to have pension plan coverage.
Least likely to be included in such plans were unskilled
and semiskilled workers in construction, trade, and serv-
ice industries, paid at relatively low rates with short
service on a particular job. See Walter W. Kolodrubetz,
“Characteristics of Workers with Pension Coverage on
Longest Job: New Beneficiaries,” Social Security Bulletin,
November 1971,
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and wage replacement than those retiring at later
ages. These differences reflect the liberalization of
early retirement provisions in private plans in
recent years, particularly in mass production in-
dustries. Expansion of this trend could presage
continued pressure toward early retirement.

PRIVATE PENSION LEVELS

Private pension levels reflect the application of
a great variety of pension formulas with respect
to thousands of individuals having diverse per-
sonal characteristics and work experience. A wide
range in private pensions was thus reported by
men awarded social security benefits in the period
July 1969-June 1970 (table 3). There is a con-
centration of prlvate pension benefits (with more
than half the men) in the range of $500-$2,499.
The median annual private pension payment for
men was estimated at $2,080, equivalent to a $175
monthly pension. This median does not' differ
much from the median ($1,968) reported for all
private pensioners responding to the survey in-
come questions since most of the private pensions
being paid were earned on the respondents’ long-
est job.?

The distribution pattern differed somewhat ac-
cordlng to OASDHI payment status. Men electing
to receive reduced OASDHI benefits at age 62
had slightly higher median private pension
amounts than those entitled to OASDHI retired-
worker benefits at later ages,

Ordinarily, persons retiring before age 65 would
be expected, because of actuarial reductions for
early retirement, to receive lower private plan
benefits than those retiring at age 65 or later. In
addition, fewer years of service are available to
compute benefits for early retirees. The median
pension amount of $3,240 for men who actually
began receiving their private pension at ages 60
and 61 (when they were not eligible to receive
social security retirement benefits) was, however,
appreciably higher than it was for men who be-

-came private pensioners at later ages (table 4).

This difference reflects in part the impact of
special early retirement features in pension plans,
such as those negotiated by the United Auto

®See the Technical Note, page 33, for definition of
longest job.
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TABLE 3.—Annual rate of private pension from longest job: Percentage distribution of persons initially entitled to OASDHI
retired-worker benefits, by age of entitlement and benefit-payment status at date of award, July 1969-June 1970 awards

Benefit payment status Age at entitlement to payable beneflts
[
Payable Reduced Not reduced
Annual rate of private pension Total Post
0St-
Not poned 66
Total | Reduced | reduced 62 63 64 65 and
over
Men
Number reporting amount of private pen-

slon from longest job (In thousands)..... 102 76 64 11 27 39 12 14 10 1

100 100 100 100 100 100 100 100 O}

5 5 10 3 6 7 6 1)

13 12 17 17 10 — 2 18 17 (O]

14 13 14 15 11 19 14 14 1)

15 16 11 13 14 14 20 11 ()

12 11 15 11 12 10 11 15 (1)

7 8 6 9 7 8 10 6 (O]

7 7 ] 6 8 [ [ 9 ()

8 8 6 4 10 7 6 "6 M

4 4 3 2 6 2 2 2 O]

6 7 2 4 10 § 1 2 [Q]

6 6 6 5 8 6 3 7 O]

3 2 4 5 2 5 2 4 O]

$2,160 $2,180 $2,007 $1,850 $2,600 $1,990 $1,780 $2,040 O]

- Women
Number reporting amount of private pen«

sion from longest job (in thousands)..... 32 26 21 5 6 13 3 4 4 ) 1

100 100 100 100 100 100 100 O}

23 23 24 20 20 24 21 0]

29 30 29 37 25 28 33 ™

16 15 16 12 18 14 14 0]

11 11 10 12 14 10 13 ()

10 10 9 12 10 9 12 Q)

4 4 4 3 4 5 4 (O}

2 2 1 5 2 2 0}

2 2 2 1 3 3 1 Q)

1 1 ) I PN 1 D (O]

. 2 2 2 N IR 2 1 (‘g

1 1 ) O 1 D ) S (v

® ®» [T PORORION SO (< 2 I S OO )

$970 $940 $950 $910 $1,150 $970 $940 o

1 Not computed because base less than 2,250.

Workers (UAW). These plans provide high bene-
fits—as much as $400 per month in 1970 UAW
plans—for workers retiring before eligibility for
social security benefits.*

The median private pension amounts for those
who began receiving benefits at ages 62-64 and

¢In 1970, UAW plans provided supplementary pension
payments under certain conditions. A worker could qual-
ify as early as age 50 with 10 years of service if he
retired under mutually satisfactory conditions or at the
employer’s request. Besides the normal retirement benefit
($5.50-$6.00 per year of service depending on the worker’s
Job and earnings), the worker could be paid an amount
(equal to $6 times the years of service up to 23) that
stops when the worker becomes eligible for unreduced so-
cial security benefits. In addition, a supplemental benefit
also was payable until age 65, which together with the
previously computed benefit would bring the total to $400
a month. The $400 is reduced if years of service are
less than 30 or age is less than 60.
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2 Less than 0.5 percoent.

for those who began drawing them at age 65 or
later also showed some differences. As earlier
SNEB findings have indicated,® reasons for re-
tirement vary substantially, but an important
incentive for a person’s accepting or initiating
early retirement is the presence of a private pen-
sion. Those who expect a generous pension, es-
pecially one that will replace a high proportion
of recent earnings, tend to retire at or below the
minimum allowable age under social security and
to elect a reduced OASDHI benefit at age 62. It
is not surprising, therefore, to find higher median
pension amounts for early retirees.

S Virginia Reno, Why Men Stop Working at or Before
Age 65, Preliminary Findings from the Survey of New
Beneficiarics, Report No. 3, May 1971 (also printed in
the Social Security Bulletin, June 1971). '
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TaBLE 4.—Age when first received private pension and annusal rate of private pension from longest job: Percentage distribution
of persons initially entitled to OASDHI retired-worker benefits, by annual pension rate and sex, July 1969-June 1970 awards

Nun}ber Median Parcentage distribution by annual rate of private pension
[
Age when first received private pension ersons aﬁrx%é :
) , in thou-| PEVRW | o 0y | Under | $500- | $1,000- | $2,000- | $3,000- | $4,000~ | $5,000 or
sands) | P $500 299 1,999 2,999 3,999 4,999 more
Men
Number reporting amount of private pen-
sjon from longest Job.ooeeemieniiiannanns 102 $2,080 100 6 14 28 20 14 9 9
Under 85. - 1 )} 0] O] O] m ¢ O] O} o
............................................... 6 1,850 100 9 15 33 ) 14 15 8 8
1 .............................................. 12 3,240 100 2 7 23 14 15 25 13
62.. ... 21 2,250 100 4 12 28 21 14 10 11
63-64..... 19 2,140 100 4 10 32 22 17 (] 8
65 and over.. a6 1,840 100 9 17 29 21 12 5 8
No response.. 7 1,910 100 10 21 21 17 12 9 10
Women
Number reporting amount of private pen-
sion from longest Job..oeaucciomnvnannan. 32 970 100 23 29 27 14 4 2 1
Under §5.. 1 O] ) @ M O} O} ®» (O} O}
65-~69. .. .. 3 1,440 100 21 15 37 22 I 2N DR P
1. 3 1,090 100 23 24 21 14 8 7 1
7 850 100 26 34 24 7 4 2 3
- 5 860 100 28 31 24 13 2 2 leceaacaas
65 and over. 11 1,040 100 18 30 30 14 5 1 (G
No response. . -3 950 100 20 33 18 23 |ecemcncann 2

1 Not computed because base less than 2,250.

Private pensions for women, on the aﬁverage,
were about half those for men (table 3). Further-
more, although the range in pension amounts for

men was fairly wide, more than half the women"

received less than $1,000. The main reasons for
the women’s lower pension levels are their shorter
service periods and lower earnings—key factors
in pension calculations and, hence, benefit levels.

Private pension amounts reported in this sur-
vey confirm that the most recently retired workers
on the OASDHI rolls have considerably higher
private pensions than persons aged 65 and over
already receiving benefits, many of whom have
been retired for some time. According to the 1968
Social Security Survey of the Aged, the median
private pension benefit in 1967 was $900 for all
aged units (with one person aged 65 or older) who
were receiving such benefits.® For married couples
it was $972 and for nonmarried persons it was
$779. Although the two surveys are not compar-
able, it seems clear that persons now reaching age
65 enjoy appreciably higher private pensions than
those who retired some time ago. This growth in
private pension levels is the result of a number
of factors, including liberalization of pension plan

¢ Walter W, Kolodrubetz, “Private and Public Retire-
ment Pensions: Findings From 1968 Survey of the
Aged,” Social Security Bulletin, September 1970,
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3 Less than 0.5 percent.

benefit formulas 7 and higher wage levels on which
benefits are based.

PENSION-EARNINGS REPLACEMENT RATIO

An important factor in assessing the role and
adequacy of private pension plans is the propor-
tion of preretirement earnings they replace. To
obtain this information, respondents were asked
to report earnings on their longest job (by the
hour, week, month, or year), assumed to be their
last or usual earnings. Where necessary, an annual
earnings rate was obtfuned by applying an ap-
propriate multiplier.

The respondents were also asked to report the
monthly pension amount related to the job for
which earnings were reported, and this amount
was converted to an annual rate. The results were
used to compute a wage-replacement or pension-
earnings (P/E) replacement ratio for the re-
spondent’s pension job—that is, the annual pen-
sion amount from his longest job, divided by the
annual earnings in that ]Ob About 90 percent of
the respondents who reported receiving private
pensions provided information on both the pen-

? See Bankers Trust Company, 1970 Study of Industrial
Retirement Plans, 1970, and Henry E. Davis and Arnold
Strasser, “Private Pension Plans, 1960-1969: An Over-
view,” Monthly Laebor Reviciw, July 1970.
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sion amount and earnings on their longest job. An
opportunity was thus provided to analyze wage
replacement rates for new retirees with varying
personal characteristics.

The P/E ratio is a powerful tool for analyzing
the role of private pension plans in income main-
tenance after retirement. It also provides a simple
method for comparing the relative value of bene-
fit levels by reducing the dollar benefits to an in-
dex. These computed ratios, like benefit levels, do
not, however, provide a complete picture. Other
factors could not be taken into account—answers,
for example, to these questions: Did the plan pro-
vide other benefits such as vesting and survivors’
benefits that would compensate for lower pensions
and P/E ratios? Was a joint-and-survivor benefit
elected? Are benefits adjusted after retirement to
keep pace with the cost of living? Did the em-
ployee contribute to the plan? - :

Furthermore, since these data are restricted to
persons reporting pension benefits from their
longest job—where they are most likely to have
built up substantial service—the wage-replace-
ment ratios obviously are somewhat higher than
if the findings related to all those receiving pri-
vate pensions. They tend to produce a favorable
measure of private pension plan performance in
terms of wage replacement.

Earnings and other income reported in surveys
tend to be understated. To that extent, then, the
computed pension wage-replacement ratio for an
individual would be inflated. If pension benefits
were understated, the computed ratio would, of
course, be deflated.

The private pension system is characterized by
a fairly concentrated band or set of wage-re-
placement rates in 1970. As table 5 shows, two-
thirds of the men had private pensions that

]

TaBLE 5.—Private pension-earnings replacement ratio from longest job: Percentage distribution of persons initially entitled to
OASDHI retired-worker benefits, by age at entitlement and benefit-payment status at date of award, and by sex, July 1969-June

1970 awards .

Benefit payment status Apge at entitlement to payable benefits
Payable Reduced Not reduced
Private pension-earnings replacement ratio Total
Total bPost.
Reducea| Nor, | P [ g €3 8 8 o
educe; an
reduced over
Men
Number reporting amount of private pen-
sion and earnings from longest Job (in
thouSaNdS) e e eecaccamecmcacmancacaacnace 97 71 60 11 26 37 11 13 9 1
T0tal PEreent oo ccemeeacccmeccmaecconnnee 100 100 100 100 100 100 100 100 100 ®
Earnings replacement (percent): i
Under 12 10 13 17 8 13 10 13 (‘;
10-19. ... 25 24 23 26 30 20 26 28 26 ?
29 e 24 24 24 24 24 21 24 31 24 l;
30-3%.coueen 19 20 17 17 22 20 17 17 51
L+ I 12 13 13 13 7 15 10 10 14 1
§0-59. ... 4 5 5 6 1 8 4 3 4 (t
1t SN 2 2 3 1 4 1 1 ® E‘
70 or more.. 3 3 3 2 2 4 3 ® 2 1
Median pension-earnings ratio (percent) 25 27 28 24 21 30 25 24 25 (O]
Women
Number reporting amount of private pen-
slon and earnings from longest Job (in
thousands)..... .29 23 19 4 5 12 3 4 4 1
Total percentooo....... 100 100 100 100 100 100 100 100 100 ®
Earnings replacement (percent):
Under 10......... . 20 20 21 15 19 21 24 18 15 B
10-19 32 32 31 35 32 29 25 43 32 1
22 20 19 25 28 18 22 20 27 L
14 16 16 16 10 17 14 13 17 ?
7 7 8 6 7 8 9 5 !
2 2 2 1 1 3 ) O P, 1
1 1 1 2 3 1 2 |eeeermnnn 2 1)
2 2 3 1 1 3 4| cencennen 1 O]
19 19 19 20 20 20 21 17 21! (O]
1 Not computed because base less than 2,250, 3 Less than 0.5 percent.
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replaced 10-39 percent of earnings. Few had pri-
vate pensions that replaced more than 50 percent
of earnings on the longest job. The median P/E .
ratio was 25 percent for men who reported both
private pension amounts and earnings on their
longest job. ; - A

The private P/E ratio for men electing re-
duced OASDHI benefits was higher than the
median for those receiving unreduced OASDHI
benefits. For those who chose to receive reduced
benefits age 62, the median private P/E ratio was
about 30.percent; for ages 63 and 64 combined,
it was about 25 percent, as it was for men receiv-
ing full benefits at age 65 or later.

Table 6 shows that the median P/E ratio
varied according to actual age on receipt of pri-
vate pension benefit. Men who began receiving
such benefits at ages 60 or 61 had a high median
P/E ratio, amounting to about 36 percent of re-
ported earnings; 41 percent had a ratio of 40
percent or more. These high ratios reflect the in-
fluence of special early-retirement features .in
many pension plans, such as those of the United
Auto Workers previously described. Median P/E
ratios for men who began receiving private pen-
sions at older ages ranged from 23 to 27 percent.

For women the median pension-wage replace-
ment was 19 percent—somewhat lower than that

for men, mainly because the average duration of
employment was lower for women. The disparity
in median P/E ratios for men and women (about
25 percent) was not nearly as large as the differ-
ence (more than 100 percent) in actual -benefit
amounts received. Almost three-fourths of the
women received pensions replacing less than 30
percent of their earnings. .

The median P/E ratios for women electing re-
duced OASDHIT benefits were similar to those of
women who waited for full OASDHI benefits.
When the data on the age when private pensions
were first received are examined, a higher P/E
ratio, 28 percent, is found for those who began
receiving a pension at ages 55-59 than at older
ages.

INFLUENCING FACTORS

Most pension plans reward longer service with
a larger pension; many recognize, in addition,
that higher pay also merits a higher pension. The
great variation in applying the factors of length
of service and earnings among plans and the wide
range of earnings levels and length of employ-
ment, as well as other personal characteristics
reported by the workers, tend to obscure these

TaBLE 6.—Age when first received private pension and private pension-earnings replacexpeﬁt ratio from longest job: Percentage
distribution of persons initially entitled to OASDHI retired-worker benefits, by pension-earnings ratio and sex, July 1969~

June 1970 awards
Median Percentage distribution by pension-earnings ratio (percent)
Number of | pension-
Age when first received pension &ersons éh; earr;iings Und or
ousands ratio nder R r
(percent) Total 10 10-19 20-29 30-39 more
| Men
Number reporting amount of private pension and

earnings from longest Job.auveacareccnrancaann 97 25 100 12 25 24 19 20

1 ¥ 9] O] 0] O] ® ®
6 @ 24 ¢ 100 17 23 23 18 19
12 36 100 4 18 19 21 41
19 27 100 10 25 23 19 25
17 25 100 10 20 27 21 16
65 and over. 35 23 100 14 29 26 17 13
No response 6 26 100 15 27 14 21 23

Women
Number reporting amount of private pension and

earnings from longest JOb .o eeueenmeinnacnnencn 29 19 100 20 32 22 14 12

1 ! ! ! @ o ® o
3 O 28 O 100 © 14 ) 21 19 37 9
3 24 100 23 19 20 13 23
7 18 ! 100 24 35 18 1 13
4 18 100 18 42 18 11 11
10 20 100 w 34 28 12 8

.- 2 ® 0] (O N O} ™ 0] 0]

1 Not computed because base less than 2,250,
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basic relationships. To isolate the influence of
some of these factors, private pension benefits and
P/E ratios were examined in relation to a number
of selected characteristics on the longest pension
job, including length of employment, earnings,
industry, occupation, and race.

Length of Employment

A striking feature of private pension benefits
is the close relationship of benefit levels to years
of employment on the pension job. This is illus-
trated in table 7, which shows a median annual

private pension of $3,100 for men reporting 40 or -

more years of service—double the amount for men
with 20-24 years of service. As the table shows,
wide variation in benefits occurs as the result of
differences in pension benefit formulas (including
those taking earnings into account) and differ-
ences in earnings for workers with similar service
periods. The distribution pattern for women was
similar to that for men, but median dollar
amounts for equivalent intervals were roughly
two-thirds below the men’s benefits.

The median monthly pension for men was $5.90
for each year of employment (the monthly pen-
sion on the longest job divided by length of
employment on longest job) as the tabulation that
follows indicates. Men with 40 or more years of

Median monthly pension
for each year of
. employment for—
Length of employment
Men Women

Total......... $5.90 $3 60
Less than 10 years O] ] .
10-14 FOAIS.enueeiacceevcccncanancmneascencnnnn, 5.30 3.80
15-19 years...... - 4.95 3 40
20-24 YEAIS. ... nsrasncccacceararcacnsecccnananse ' 5.55 3.45
25-20 years....cucna. 5.60 3.78
30-34 years_... 675 } 3.75

35-39 years...... 6.60 .
. 40 years or more... 6.10 3.70

1 Not computed because base less than 2,250.

service received a $6.10 median monthly benefit

for each year of employment—a rate not much

greater than that for length-of-service groupings
- of less than 80 years.

The P/E ratio based on earnings reported on a
job with a pension was also directly correlated to
years of service. The median ratios ranged from
10 percent for men reporting 10-14 years of serv-

v

TABLE 7.;qugth of employment on longest job and annual rate of private pension from longesf job: Percentage distribution
of persons initially entitled to OASDHI retired-worker benefits, by annual pension rate and sex, July 1969-June 1970 awards

Nl.m‘lber Median Percentage distribution by annual rate of private pension
o
Length of employment 1ertsl?n5 ;gr",‘;ta; Unds o 00 o4, 000- | $5.000
n thou- nder $500- ,000- | $2, $3,000- ,000~ | $5,000 or
sands) | pension | Total | “gxpq 999 1999 | 2,099 | 3,099 | 4,999 | mmore
Men
Number reporting amount of private pen-

slon from longest Job...seeceecmeanecnan. 102 $2,080 100 6 14 28 20 14 9 9
Less than 10 Years...cueeeeeomececrevcaneccascanenn 1 () m (O] » ® o 0] ® 0]
10-14 years 4 800 100 29 35 19 ] 8 1 2
15-19 years 11 1,030 100 17 31 36 9 + 4 ® C 2
20-24 years.... T 14 1,470 100 (] 22 44 9 13 5 1
26-20 years... 18 1, 100 5 13 38 24 10 5 4
30-34 years... - 14 2,490 100 4 8 23 24 17 14 10
35-39 YOBIS.aennccsnncnacmcancenrnvmcamaaancaneanm. 14 2,870 100 2 7 19 25 18 14 16
40 years or more . 25 3,100 100 2 4 17 25 19 14 19
NO 7€5PONS€aenrennes B, rememmmeene I 1 0] @ O] ® 0] -(n (O] m ®

Women
Number reporting amount of private pen-

sion from longest job. 32 970 100 23 29 27 14 4 21 . 1
Less than 10 years 1 ® V] 0} ® 0] ® ¢ (O] O}
10-14 YOarS. e ommeecncnccamanoccaancann 4 500 100 50 29 161 2 ) 3 ) S .
15-19 YOarS. e e csneraneencncnnas 6 720 100 30 44 17 8 ) 3 [, 1
20-24 YOATB. s e rerauncrcnnnannn 6 900 100 26 30 31 8 [ 3 POS 1
25-29 YBAIS . o ccnanaaeacaeanan 5 1,170 100 13 30 38 10 4 3 1
ErER Years. LTI 6| 1,630 100 9 23 3 25 3 ] 1
40 years Or Ioréemeecae- 4 2,010 100 8 12 29 33 . 13 3 1
No response ® Q] (O] O] ) Q] 0] (O] M a

1 Not computed because base Jess than 2,250, # Less than 500,
? Less than 0.5 percent.
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TanLE 8.—~Length of employment on longest job and private pension-earnings replacement ratio from longest job: Percentage
distribution of persons initially entitled to OASDHI retired-worker benefits, by pension-earnings ratio and sex, July 1969-

June 1970 awards

Number Medllan Percentage distribution by pension-earnings ratio (percent)
. pension-

Length of employment lex‘ts;lms earntilngs Ond ) ©
nthou-| ratio nder or
sands) | (percent) Total 10 10-19 20-29 30-39 more

Men
Number reportin, .

longest job... 97 25 100 12 25 24 19 20
Less than 10 years.... 1 ® O] 0] 0} O} O} O]
10-14 years. ..cocnen ‘4 10 100 49 28 5 5 13
15-19 years... 10 15 100 22 54 13 8 3
20-24 years... 14 19 100 18 40 25 9 11
25-29 years... 17 23 100 11 31 31 15 13
30-34 years... 13 28 100 7 16 35 19 23
35-39 years..... 13 31 100 4 18 25 28 25
4() years or moy 24 35 100 5 10 19 30 36
No response.... O] O] o m m (O] O]

‘Women
Number reporting amount of private penslon and earnings from

Jongest JOD . uueeiacaiiencacanan e 29 19 100 20 32 22 14 12
Less than 10 years ® (O] ® m 0] Q] m
10-14 years....... 3 11 100 48 , 33 9 3 7
15-19 years... ] 14 100 30 52 11 4 3
20-24 YOATS.uuseuuncannsaas hmeecaemascmmtcsammesimscasiecmmmremnenasan 6 21 100 20 29 31 11 10
25-20 YeArS. . oprceeeracnnsnmmonsmonnn oo 4 21 100 11 38 29 13 10
30-34 years }
35-39 YeATS...omnnoooonn OSSO ST 5 29 100 6 24 22 26 22
40 years or more... 4 31 100 6 13 27 .33 21
NO TESPONSE. o e meesacamenmessmamasmmammmmmocmmaeaeecssnemmemctasaasaaas O] (O] &) O] O] O] "

1 Not computed because base less than 2,250.

ice to 35 percent for those reporting 40 or more
years of service (table 8). ]

As might be expected, the distribution of P/E
ratios by length of service indicates that short-
service workers do not fare as well on the whole
under pension plans as do workers with longer
service. About three-fourths of the men with less
than 20 years of employment had P/E ratios of
less than 20 percent. At the other extreme, two-

thirds of the men with 40 or more years of em--

ployment had ratios of 80 percent or more. For
some short-service workers, however, coverage
under minimum benefit formulas or in liberal
plans provided wage replacement of 30 percent
or more.

For women, the P/E ratios were about the
same as for men with comparable service periods.
This similarity contrasts with the sharp differ-
ence in pension levels for equivalent lengths of
employment.

The tabulation to the right shows the median
wage replacement by years of service (P/E ratio
divided by length of employment) distributed by
length of employment. Private pension plans, on
the average, replaced less than 1 percent of earn-
ings for each year of employment. The median

24

% Less than 500.

wage replacement for each year of employment
was in the narrow range of 0.8-0.9 percent for
men, indicating similar treatment with regard to
wage replacement for all periods of service. Work-
ers with 20 years of service would have about twice
the P/E ratio of workers with 10 years of serv-
ice. There is little difference between men and
women in wage replacement per year of service.

Median pension-earnings
ratio (percent) for each
Length of employment year of employment for—
Men ‘Wamen
b 3 7Y S 0.8 0.8
LeSs than 10 Years .o naacccemeeacccmeacnan m O]
10-14 yearS........ .8 .8
15-19 years.. .8 .7
20-24 years 8 .9
25-29 yeal .8 7
30-34 yea R } 9
35-39 years. .8 :
40 Years OF MOIB. . cccccaccusncnncenmanncncnen .8 .7

1 Not computed because base less than 2,250,

Earnings

On the average, pension amounts varied directly
with reported earnings from the longest private
pension job. The median benefit of men reporting

SOCIAL SECURITY



TaBLr 9.—Annual earnings rate on longest job and annual rate of private pension from longest job: Percentage distribution of
persons initially entitled to OASDHI retired-worker benefits, by annual pension rate and sex, July 1969-June 1970 awards

Nurr;ber Median Percentage distribution by annusl rate of private pension
ol
Annual earnings rate persons a?i';‘;g‘é
@nthou-| PXaIE | o001 | Under | $500- | $1,000- | $2,000- | $3,000-  $4,000- | §5,000
sands) | P $500 999 1,999 2,999 3,999 4,999 | or more
Men
Number reporting amount of private pen-
sion from longest job...__coooo ool 102 $2,080 100 (] 14 28 20 14 2 9
UNAET $4,000 - —ee o eeeeeeeeeecemeeeeeeees
ISR, oo 940 100 21 33 2 8 3 5 4
6999 8 1,330 100 15 26 31 15 3 2
13 1,390 100 9 25 36 17 10 4 1
16 1,760 100 i} 15 40 22 8 1
12 2,020 100 3 11 35 28 18 6 1
...... 10 2,180 100 2 12 32 25 20 9 2
...... 21 3,110 100 3 19 21 17 12
...... 11 5,02 100 1 [} 14 12 12 52
NO Fe3PONSE e e eveesaemeeiecmcacn e ncanmmonmvaan 6 1,870 100 10 1 34 18 13 8 4
‘Women
Number reporting amount of private pen-
sion from longest JOD.oeerennucvecornnenns 32 $970 100 23 29 27 14 4 2 1
6 490 100 51 32 15 b B POSTOR F 1
6 810 100 26 40 28 4 2 @) feecmcavens
] 870 100 24 36 29 8 1 1
7 1,490 100 5 28 33 26 4 1
3 2,060 100 3 7 37 32 16 . 2 SO, een
2 Q] @ ] 2) ) [ I ) (] )
®) ® ® U] 5’) U] ® E’) ® g)
3 990 100 23 28 29 17 2 ) 35 P —on
1 Less than 0.5 percent 3 Less than 500,

* Not compute because base less than 2,250.

annual earnings of $15,000 or more was $5,020,
five times that for men with earnings less than
$5,000 (table 9). Women with lower earnings had
somewhat lower median benefits than men in
similar earnings ranges. Differences were not as
great in the higher earnings intervals, however.
When annual pension amounts are converted
to monthly medians per year of employment,
much of the disparity between men and women
disappears—that is, where earnings were similar,
women and men earned about the same amount of
percent across length-of-service levels. As the fig-
ures below show, the equality (with some excep-

y

pension levels for men and women was women’s
lower-than-average service.

The distribution of P/E ratios by earnings
intervals in table 10 reveals that private plans
tended to provide about the same wage replace-
ment regardless of earnings, except at lower earn-
ings levels. This finding is in contrast with the
previously observed differences related to length
of employment. The median P/E ratio for men,
for example, ranged from 20 to 28 percent across
earnings levels, compared with a range of 10-35
percent across length-of-service levels. As the fig-
ures below show, the equality (with some excep-

Median monthly pension Median pension-earnings
for each year of ratio (percent) for each
Annual earnings rate employment for— Annual earnings rate year of employment for—
Men Women ‘ Men ‘Women
Total. $5.90 $3.60 [ 37 O 0.8 0.8
Less than $5,000. . 3.20 2.7 1.0 .6
5,000-5,999_ 4.35 3.25 .9 9
,000-8,999. 4.40 450 .8 M
7,000-7,999. 5.25 . .8 '
8,000-8,999. 5,65 5.85 .8 .8
$,000-9,999. . 5 90 . .8 t
10,000-14,499_ .. 7.50 El) .8 1
15,000 or more 10.05 1) .8 !

1 Not computed because base less than 2,250,
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TarLE 10.—Annual earnings rate on longest job and private pension-earnings replacement ratio from longest job: Percentage
distribution of persons initially entitled to OASDHI retired-worker benefits, by penswn-earmngs ratio and sex, July 1969-

June 1970 awards

Nlm}ber Medilan Percentage distribution by pension-earnings ratlo (percent)
, o pension-
Annual earnings rate 1erter,}(lms eamtilngs Und .
n thou- ratio nder 0 or
sands) | (percent) Total 10 10-19 20-29 30-39 more
Men
Number reporting amount of private pension and earnings from
longest job. - 97 25 100 12 25 24 19 20
Under 5499000 7 30 100 12 23 15 14 36
: 8 23 100 18 29 17 16 23
13 22 100 13 33 19 18 18
16 24 100 11 26 29 15 19
12 25 100 10 27 27 20 18
10 25 100 10 27 26 18 19
21 27 100 10 21 26 25 18
1n 28 100 15 17 23 24
Women
Number reporting amount of private pension and earnings from ‘
10NEESE JOD cee e cneacennrc e tccmnacracccveerar e sm e 29 19 100 20 32 22 14 12
[ 19 100 25 26 19 14 18
8 18 100 22 37 19 12 10
6 17 100 26 35 17 13
7 2 100 13 30 27| - 17 13
3 23 100 6 36 29 12 17
2 O] Q] () (O] 0} (O] é‘)
O} O] O] 0] 0] " n
! Not computed because base less than 2,250. 2 Less than 500.

tions) is more evident when the conversion to
wage replacement per year of service is made.

Earnings and Service »

The interaction of earnings and service on
benefit levels for men is demonstrated in table
11, At any given length of service, benefit levels
were higher as earnings increased and, for any
given earnings level, benefits were higher as serv-
ice increased. The median annual benefit of $4,620
for men with 40 or more years of service and
earnings of $10,000 or more contrasts with the
_medmn of $650 for men with less than 20 years
of service and earnings below $6,000.

The tabulation below indicates the same close

Median monthly pension for
each year of emfloyment for men
with annual earnings of—
Length of employment

$6,000- $8,000- $10,000

7,999 9,999 or more
Less than 20 years $4 60 $6.15 $9.20
20~24 years...e... 4 80 5.95 8 85
2529 years. ... 4 95 5.40 7.96
30-34 years. .. 5 65 5.95 9.85
35-39 years....... 495 675 9.55
40 years Or INOTe..vecccaceanmencanannn 4 65 5.45 9,05

26

correlation between service and earnings and ben-
efit levels. A decline in the monthly benefit per
year of service is noted at the service levels after
35 years. This decrease reflects the influence of
formulas providing flat monthly benefits for speci-
fied service and plans with maximum limits on
service credits used to compute benefits. Men with
less than 20 years of service received somewhat
higher benefits for each year of service than those
with 20-29 years, probably as the result of mlm-
mum benefit formulas. “

On the average, the proportion of earnings
replaced by the private pension plans varies di-
rectly with service, not with earnings, as table
12 shows. The median P/E ratio for men with
less than 20 years of employment at various earn-
ings levels ranged from 18 percent to 15 percent.
For those with 40 or more years of employment
the ratio was in the narrow range of 33-36 per-
cent, except for a small group of men earning
less than $6,000 (where it was 42 percent). The
same general picture emerges for other service
and earnings categories.

The results suggest that low-wage earners had
somewhat greater wage replacement than high-
wage earners, especially those with long service.

SOCIAL SECURITY



TapLE 11.—Tength of emnlovment and annual earnings rate on longsst job and annual rate of private pension from longest job:
Percentage distribution of men initially entitled to OASDHI retired-worker benefits, by annual pension rate, July 1969~June

1970 awards
Number Median Percentage distribution by annual rate of private pension
of men 1
Length of employment and annual earnings rate (in a;‘;‘;‘:e
thon- pensi Total Under $500- $1,000- | $2,000~ { $3,000~ | $4,000- | $5,000
sands) | pension $500 999 1,999 2,999 3,999 4,999 | or more
Number reporting amount of private pen-
sion from longest Job lerccercvracncnncnas 102 $2,080 100 [} 14 28 20 14 9
LesS than 20 Years. ... oceueeeeceneoacnneaemamm———— 18 960 100 21 32 32 8 [ 1
Under $6,000. ... : 4 650 100 37 42 19 [eceeaennn 1
5 860 100 20 42 30 2 5 e
3 1,220 100 8 26 48 14 ] 1
3 1,650 100 10 14 38 18 8 2
14 1,470 100 6 22 44 9 13 5
2 ®) ® ® ¢ @ ® ® (O]
] 1,260 100 7 30 50 - 8 7 1
4 1,610 100 2 15 49 11 15 8| ceoenea
3 2,280 100 1 10 34 18 25 12 2
18 1,840 100 5 13 i) 24 10 5 4
3 1,490 100 10 19 46 9 8 8 1
[} 1,590 100 5 15 52 18 5 4 1
4 1,750 100 3 17 41 27 9 3 1
5 2,480 100 3 5 13 38 16 7 12
14| ' 2,490 100 4 8 24 17 14 10
2 () ® ® ® @ ® O] ® ®
4 2,120 100 4 9 34 27 13 12 1
3 2,270 100 1 6 24 45 8 16 1
5 3,850 100 1 2 10 16 27 18 27
14 2,870 100 2 7 19 25 18 14 18
1 ) ® ® 0] ® ® . ® O]
3 2,180 100 4 11 25 33 10 168 |eeeeccaeee
3 2,560 100 Jeceennen. . 5 30 31 24 7 4
10,000 OF TNOT® -« e e e e cev e emo e memwmmene [ 4,250 100 fevemocennn 1 [} 19 22 16 36
40 YEATS OF INOTB . v e cermmncmevmnnencaamannnnnnnnn 25 3,100 100 2 4 17 25 19 14 19
Under $6,000. ccaeeveevcmnanmceannceeemanoccaanne 3 2,070 100 & 15 26 33 5 3 13
6,000-7,80Y_ . e cnevcanacceecmncamaoaan [ 2,370 100 1 5 29 38 17 10 1
8,000-9,090. .. coeeeccccannnavacnnceeammmanman—n [ 2,790 100 2 3 21 31 32 8 3
10,000 O MOTE. .o oo mcevmccccacmcecmmcmmacane 11 4,620 100 1 1 ] 12 17 23 " 40

1 Includes about 6,000 persons not reporting on earnings and/or length of

employment.

2 Not computed because base less than 2,250.

TaBLE 12—Length of employment and annual earnings rate on longest job and pension-earnings replacement ratio from longest
job: Percentage dxstnbutlon of men initially entitled to OASDHI retired-worker benefits, by pension-earnings ratio, July 1969-

June 1970 awards

Number | Median | Percentage distribution by pension-earnings ratio (percent)
of men | pension-
Length of employment and annual earnings rate R Sn eamtiings Und : © .
ou- ratio nder or
sands) | (percent) Total 10 ) 10-19 - 20-29 30-39 " more
Number reporting amount of private pension and earnings from
longest job ' .__._. - 97 25 100 to12 25 24 19 20
Less than 20 years 15 ¢ 14 100 31 48 10 7 '8
Under $6,000 4 15 100 32 36 9 15 8
6,000-7,999__. 5 14 100 30 52 9 3 ]
8, 999 . .. 3 15 100 22 54 13 7 5
10 000 OF TNOT6.. o o oo oo R, 3 13 100 37 42 13 8 3
. 3 ol &% o 0® o®| o' ol
nder $6,000. .. . oceooao..
6,000-7,999. .. 5 18 100 17 41 30 5 7
8,000-9,999____. 4 19 100 14 41 20 10 16
10,000 or more 3 18 100 19 41 28 10 3
26-29 years....... 17 23 100 11 31 31 15 13
Under $6, 000, 3 28 100 4 30 19 16 30
6,000-7,999___ 6 24 100 10 27 37 16 10
8,000-9,999_____ 4 20 100 12 37 28 15 8
10,000 or more. 5 21 100 15 31 34 12 8
30-34 years... 13 28 100 7 16 35 19 23
2 Q] ® @ ® ® ® O]
4 31 100 b 14 29 25 27
3 27 100 7 15 43 14 21
] 28 100 7 13 39 22 19
13 31 100 4 18 25 28 25
1 ® ®) ® ® ® ® ®
3 32 100 5 23 19 25 28
3 30 100 3 19 29 28 21
6 32 100 .3 13 23 34 21
40 years Or Imore 24 35 100 5 10 19 30 38
Under $6, 000 3 42 100 [ 2 17 22 53
8,000-7,999... 6 35 100 2 15 23 21 39
8,000-9,999 .. .. 5 33 100 4 1 21 31 27
10,000 or more 11 36 100 6 9 14 37 34
1 Includes about 1,000 persons not reporting on length of employment. 3 Not computed because base less than 2,250.
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TasLe 13.—Industry of longest job and annual rate of private pension from longest job: Percentage distribution of persons
initially entitled to OASDHI retired-worker benefits, by annual pension rate and sex, July 1969-June 1970 awards

Nun%ber Median Percentage distribution by annual rate of private pension
o
Industry of longest job (?ertsl?ns Sg’;‘;g Und o0~ | sLow- | s2.000- | $1.00- | 8¢
n thou- nder ’ % , 000~ J000- | $5,000
sands) | persion | Total 500 900 , 2,909 3,909 990 | or more
Men
Number reporting amount of private pen-
sion from longest Job. e uocvocmnnsnnacuan 102 $2,080 100 [ 14 28 20 14 9 9
Forestry, fisheries, and agriculture .M Q) ® ] Q] O] @ @ O] @
Mining and construction.e.eececemcaneacuacnaaas 8 1,710 100 8 12 49 14 ) 10 3
Manufacturing:
Durable goods...aveeceancceancarcancacmmmacunnes 37 2,120 100 14 27 20 12 14 7
Nondurable Roods. o veennciccienccaane 24 1,760 100 8 15 35 19 10 4 8
Food, tobacco, textiles, apparel, paper, and
printing. 14 1,570 100 1 18 39 20 8 2 3
Chemieals, pretroleum, rubber, plastics, and
th 10 2,110 100 4 15 29 18 12 8 18
Transportation and public utiliti 15 3,030 100 2 8 20 19 27 12 12
‘Wholesale and retall trade......... 7 2,100 100 7 18 22 25 17 4 7
Finance, insurance, and real estate. 6 3,550 100 3 9 13 20 13 14 28
Business and repair services......... . 3 1,620 100 9 22 26 15 12 1 15
Other. .o eeceeacccrecnccnna- - 1 () Q] ) (& Q] (O] (’3 ?) ()
NG FeSPONSE. e ccancacoumecnsanaamcaaecaaoransennn 1 ® O] ® @ ()] Q)] ¢ ) ®
. Women
‘Number reporting emount of private pen-
sion from longest fob.. . o o iaecicaaess 32 $970 100 23 29 27 14 4 2 1
Forestry, fisherles, and agriculture .....cccoovcenes m T ® ) %) Q] ® ¢ (3) 1) O]
Mining and eonStraCtion. cemeececnmunccnccmarnacan (0] Q)] ® 2‘) ] V) (’g (O] 2’) )
Manufacturing:
Durable g00dS...aeucecaccnccanccerceancacaacancn 6 1,080 100 15 31 33 8 6 ] 1
Nondurable g00dS.«..cuecacue-- memeacemacaacua 8 800 100 29 35 25 8 1 ) S PR,
Food, tobacco, textiles, apparel, paper, and
Printing. v ee e ccvreamermamerenaa [} 750 100 29 43 24 [ 7 P F,
Chemicals, petroleum, rubber, plastics, and
leather......... . 2 1,080 100 28 21 28 15 5 L PO
Transportation and public utilities 4 1,870 100 1 12 44 35 [ 20 [ 2
‘Wholesale and retail trade .ccoooooceoeoe 4 630 100 41 35 12 9 ) . 1
Finance, Insurance, and real estate 3 1,260 100 10 28 40 13 9 2 1
Business and repair services......cccoccuan 5 790 100 34 28 12 18 5 2
(013,77 S, 8 [Q] () (%) ) O} (V] ® ® (O]
NO response. seu... bimmeeemnbanan cvansn cevisannnecs O ® @ Q) ® ® ® ® ® ®

1 Less than 500.

Fifty-three percent of the men earning less than
$6,000, with 40 or more years of employment,
had P/E ratios of 40 percent or more, a much
higher proportion than any other earnings cate-
gory. These low-wage earners, however, constitute
a very small fraction of those who reported re-
ceiving pension benefits. When conversion is made
to wage replacement per year of service, higher
P/E ratios are not as evident for lower earners,
as the figures shown in the following tabulation
indicate.

Median pension-earnings ratio
(percent) for each year of
employment for men with
Length of employment annual earnings of—
$6,000- $8,000~ $10,000
7,999 9,499 or more
Less than 20 years....cceemene eercvaves 08 0.9 0.8
20-24 YEATS._ cevecrcammcnaaaaa 8 .8 8
25-29 YOAIB. o erecnccananacan va— .8 Ki .8
30-34 years... 1.1 .8 9
35-39 years....... - .9 .8 9
40 YO8TS OF MOI®,eceveuncccnenanacenan 8 T B

(i

1 Not computed because base less than 2,250,

Direct comparisons of benefit levels and P/E
ratios of men and women with similar service and
earnings could not be made because too few women
had comparable earnings and service to provide
reliable estimates. The data previously presented,
however, suggest that women, on the average, re-
ceived lower benefits than men, chiefly because of
their shorter service and because of their lower
earnings.

Benefit formulas used by private plans obvi-
ously affect benefits and wage-replacement ratios.
Formulas based on both earnings and service tend
to push benefits upward as earnings and service
increase, as the group of tables just discussed
clearly demonstrates. On the other hand, benefit
formulas based upon service alone cause benefits
to rise as service increases but are not affected by
earnings. Such formulas may explain some of the
concentration in benefits of $1,000-$2,500 for earn-
ings levels between $5,000 and $10,000.

The different pension formulas used in comput-
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TasrLe 14.—Industry of longest job and private pension-earnings replacement ratio from longest job: Percentage distribution
of persons initially entitled to OASDHI retired-worker benefits, by pension-earnings ratio and sex, July 1969-June 1970 awards

Nun;ber Mediian Percentage distribution by pension-earnings ratio (percent)
o pension-
Industry of longest job ) r:}?ns eamtiings Und 1
nthou-| ratio nder
sands) | (percent) Total 10 10-19 20-29 30-39 of more *
Men
Number reporting amount of private pension and earnings from
Jongest JOb o e i cmeecicicctcadcacenanae . 97 25 100 12 25 24 19 C 20
Forestry, fisherles, and agriculture ® ® ® ® @) O] m
Mining and construction 7 24 100 17 23 26 24 n
Manufacturing:
Durable goods U, 36 25 100 12 26 22 17 23
Nondurable g00dS. ... oaceurae e ceeccscccreascacaaancacaenn 22 22 100 13 33 29 14 11
Food, tobacco, textiles, apparel, paper, and printing.. 13 20 100 18 35 32 11 ]
Chemicals, petroleum, rubber, plastics, and leather. 10 26 100 8 v 30 26 18 18
Transportation and public utilities. DU 14 33 100 5 13 26
Wholesale and retail trade......... 7 23 100 14 29 14
Finance, insurance, and real estate. [ 34 100 14 18 33
Business and repair Services. oo cvereeracacaacsenameocnacnannan 3 18 100 18 43 15 9 17
L] 1) N R 1 (O] (] [Q] (3 ® Q] g)
NO TOSPONSR . e ceeecaeamcceenaamccmsacmresancmecasananscamacacansnses 1 ® ® ® ® ® @ )
Women
Number reporting amount of private pension and earnings from
1ONEESE JOD e e e ciieceecteacerucmacrmanacanenana e 29 19 100 20 32 22 14 12
Forestry, fisheries, and agriculture. . ... ieenmeomccceccrcccncccanan ® Q] ® ) (3 2) 1)
Mining and construction - @) ® ® g) Q)] 5‘) §')
Manufacturing:
Durable B00dS. . .cueaeveaneeernaiccicaaane 7 18 100 17 40 17 9 17
NONAUIADIE BOOAS .« cevseevaercesccccsasmncsasanscomsenrsnsneannane 7 19] . 100 24 30 12 [}
Food, tobacco, textiles, apparel, and printing... .coccemeveencecanne 5 17 100 33 27 9 5
Chemicals, petroleum, rubber, plastics, and leather_, .. . 2 ® [OIK ® ® ® Q] ®
Transportation and public utilities - - 4 32 100 4 7 30 38 21
Wholesnle and retafl trade...... 4 16 100 25 40 17 8 11
Finance, insurance, and real esta 3 22 100 12 32 26 22 8
Business and repair services 4 15 100 31 39 10 7 13
Other. e Q] . @ [Q] E’) E') ) 8
NO reSponse. e venecercecnunen O, ® [0} @) 1) 2) 3) U

1 Less than 500.

ing benefits also had different effects both on the
P/E ratio distributions and the computed medi-
ans. Where earnings and length of service are
both considered, the P/E ratio would be the same
regardless of earnings but would provide higher
replacement as service increased. Under formulas
based on service alone, as an individual’s service
increases the P/E ratio rises, but the ratio de-
clines as earnings increase. Uniform benefit for-
mulas tend to provide high replacement for work-
ers with low earnings and short service and pro-
vide lower replacement for workers with high
earnings and long service.

Other formula provisions also affected the range
of benefits. Minimum benefit amounts create a floor
under benefits, providing relatively high benefits
at lower earnings and service levels. On the other
hand, for workers with higher earnings and those
with longer service periods, the flat uniform ben-
efits and maximums on benefits tend to hold down
the pension. In addition, integrated plans that
provide a higher benefit for earnings above the
social security taxable wage base than for those
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? Not cbmputed because base less than 2,250.

below tend to expand P/E ratios at higher earn-
ings levels.

Industry

The survey found that private benefit levels
varied widely among reported industries on long-
est job. These interindustry variations in benefit
levels reflect in part the general influence of such
factors as the types of formulas used to compute
benefits, collective-bargaining patterns, differences
in employee and employer contributions, maturity
of plans, etc., although these factors were not
studied in the survey. Interindustry differences in
benefit levels also result from such factors as oc-
cupation, earnings levels, job-holding patterns,
and the length of service of the individual
involved.

Generally, the lowest private pension benefits
were in industries marked by low wage rates and
semiskilled and unskilled occupations. In the food,
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tobacco, textile, apparel, paper, and printing in- Wage-replacement ratios follow a similar pat-
dustries, for example, the median pension for men  tern of interindustry differences. For men, except
was lowest, $1,570 (table 13). In the mining and  for the substantially higher ratios found in finance
construction and service industries, the median ' and in transportation and public utilities, the
private pension was not much different. . " median P/E ratio was in the range of 18-25 per-

In contrast, relatively higher benefits—with me-  cent . (table 14). In transportation and public
dians about 25 percent greater—were reported for  utilities and in finance the median ratios were 33
men in other nondurable (chemical, petroleum, percent and 34 percent, respectively. The higher
rubber, and leather) and durable goods manu-  ratios in these industries are the result of the
facturing and in wholesale and retail trade. The  mixed influence of contributory plans, liberal ben-
highest benefits were provided in finance, insur-  efit formulas, and the longer-than-average length
ance, and real estate (a median of $3,550 for  of service of pensioners. ‘

men), and in transportation, communications, and The median P/E ratios for women were not
public utilities (a median of $3,060 for men).  much different than those for men in certain in-
This partly reflects the higher prevalence of con-  dustries, such as transportation and public utili-
tributory plans (plans financed jointly by em-  ties and services. As noted earlier, however, actual
ployer and employee), high wage rates, and  dollar benefits were substantially lower for women
longer-than-average service in these industries. in these industries. In other industries, such as
' For women, the pattern of median private pen-  durable goods manufacturing, wholesale and retail

sion benefits ranked by industry was similar to ° trade, and finance, median P/E ratios for men
that of men, but at a much lower absolute dollar  and women differed widely. This result seems to
level—typically about half the amount reported  indieate that women are more likely' to be in-
by men in each industry. One exception occurred,  cluded in less liberal pension plans in the same
however, in retail and wholesale trade, where industry, although probably not with the same
the median benefit of $630 for women was found  employer. More important, however, are the short-
to be the lowest in the industry groupings, and  er service periods for women than for men in
the median for men fell near the middle of the  those industries that account for much of the
ranking. difference.

.
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TaBLE 15.—Occupation on longest job and annual rate of private pension from longest job:’Percentage distribution of ~persclms
initially entitled to OASDHLI retired-worker benefits, by annual pension rate and sex, July 1969-June 1970 awards

Number Percentage distribution by annual rate of private pension
of Median
Occupation on longest job ersons “;‘i"“rgi‘é , ;
(Ii]n thou- De sio Total Under $500- $1,000- | $2,000- | $3,000- | $4,070- $5,000
sands) | Pension o 500 999 1,909 | 2,99 3,999 | 4,999 | or more
' Men
Number reporting amount of private pen-
sion Iro{n longest Job . cceacacmerencaaeann 102 $2,080 100 6 14 28 20 | 14 9 9
Professional and technical workers .. cceoeccun... 9 2,090 100 2 8 .22 18] , 16 13 21
Managers and officlals_....... 11 4,170 100 2 8 10 13 15 13 39
Clerical and sales workers 13 2,200 100 5 12 28 23 14 10 8
CraftSmen. . aceevennonaax 30 2,060 100 6 13 29 23 16 8
Operatives. covececceocanna- 30 1,750 100 6 16 38 18 11 ] 1
Service and household workers............ 3 890 100 22 36 21 12 5 3 2
Laborers and foremen....oouncemnecmcncans - 5 1,550 100 18 16 26| . 21] . 16 2], 3
NO TESPONSe. e reeecenceccmescacmeenscnaannan 1 0] U] Q] 0] ® O] (O O] O]
" 1 t !
. . ‘ N . Women
Number reporting amount of private pen- N f . .
sion from longest JOb.oemeecccnccoeancaan 32 $970 100 2 29 27 14 | 4 2 1
Professional and technical workers.........ccouoall 3 1,980 100 14 17 20 28 12 4 5
Managers and officials.._....... 2 1 ™ ® 0] O] ® 0] U] o]
Clerical and sales wotkers 15 1,080 100 181 20 3 17 3 1 1
CraftSmen...e..ccueennen. 1 ® o m ™ o O] ® 0] O]
Operatives. . ..cea.- 9 850 100 24 36 27 8 4 i PR
Service and household workeis. . 2 ?) [Q) ) () (O] Q) Q] Q] [QRE
Laborers and foremen.. qoazueaoa. . reereemens ® N 0] Q] 0] O] 0} Q] Q) Q]
NO TESPONS. e eemnrenacnnsenremcanreeaaencananman O] . (O] O] (O] o o (0} RO O
- 1 Not computed because base less than 2,250, - 2 Less than 500. l
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Occupation

The survey data reveal striking differences in
private pension levels being received by occupa-
tional groups, as might be expected. Among the
men, the managers and officials and the profes-
sional and technical workers (typically with high
earnings) had much higher pension payments
than other occupational groups, with median ben-
efits of $4,170 and $2,990, respectively (table 15).
Blue-collar workers such as craftsmen and opera-
tives, who form a large part of the total number
of private pensioners, had median benefits that
were about half those for managers and officials.
Preliminary data indicate that this difference is
based on variations in earnings levels and bene-
fit formulas, not on length of service. Service
workers, with a median pension of $890, had the
lowest benefits. ’

The occupational data also demonstrate a char-
acteristic previously noted : women typically fared
less well than men in the distribution of private
pensions. The median benefit for women in almost
every occupation for which data are available
was about half that for men, except for profes-
sional and technical workers.

The wide differentials, however, disappear (ex-
cept for the small group of service workers with

pensions) when P/E ratio rankings are viewed by
occupational classification. The highest median
P/E ratio for men (about 81 percent) was that
of managers and officials—not considerably above
the 24-29 percent range found for other occupa-
tions (table 16). As noted earlier, the key ele-
ment in determining the P/E ratio is length of
service rather than earnings; this finding is there-
fore not unexpected. The P/E ratios for women
in various occupations were somewhat lower than
those for men, again reflecting the effect of shorter
length of service.

v

Race

B

The SNEB survey also permits some observa-
tions about the comparative level of private pen-
sion benefits for white workers and the small
group of Negro and those of other minority races
receiving pensions. On the average, white men
were receiving much higher private pensions than
those of other races, with medians of $2,130 and
$1,230, respectively (table 17). Half the white
men had pensions under $2,000, but four-fifths
of the men of other races had pensions below that
amount. Furthermore, as table 18 shows, the P/E

TasLE 16.—Occupation on longest iob and private pension-earnings replacement ratio from longest iob: Percentage distribution
of persons initially entitled to OASDHI retired-worker benefits, by pension-earnings ratio and sex, July 1969-June 1970 awards

' Number Medlian Percentage distribution by pension-earnings ratio (percent)
ension- !
Oceupation on longest job persons garnl]ngs Und 4
(in thou- | ratio nder . w . 0 or
sands) | (percent) Total 10 10-19 20-29 , 30-39 more
Men
Number reporting amount of private pension and earnings from
Jongest Job_ .o eecrmec—————— 97 25 100 12 25 24 19 20
Professional and technical WOrkers. ..o cn.eeeneomeeen-.. eeeeeeennas 9 25 100 9 28 24 24 15
Managers and officials.._....... e easemsecosmmasaaaanmeraeenn———————— 11 a1 100 9 19 21 27 25
Clerical and sales WOIkers_ . .... . .ceeomoveacnoaonan 13 27 100 8 23 25 19 24
Craftsmen. 28 25 100 14 24 24 21 18
Operatives. . ..ooooooluoenoaaan 28 25 100 10 28 26 14 21
Service and household workers. 3 17 100 26 35 14 8 18
Laborers and foremen............ . 5 24 100 22 20 20{ 15 23
NOFESPONB. oo et ccnen s cem s e caeman ® ® ® ® ® @) 0}
! Women
. Number reporting amount of private pension and earnings from L ‘
longest Job. .o o e —————— 29 19 100 20 32 22 14 12
Professional and technical workers 2 19 100 23 29 16 tr14 ‘18
Managers and officialS. . ..o veeeeoemeooooomoeoomeaenns 2 ® ® ® ®- U] O] ®
Clerical and sales workers...... 13 21 100 18 32 22 17 12
Craftsmen. e e cn.- 1 ® ® ™ ® ® ® ® .
Operatives. .. ... ..o - . 9 19 100 18 35 23 9 13
Service and household workers 2 Q) m ® 0] ® ® ®
Laborers and foremen (%) ¢ (4] [Q] ™ ) )
No response ® (*g ® ® ® E’) 8)
- 1 Less than 500, 1 Not computed because base less than 2,250,
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TasLe 17.—Race and annusl rate of private pension from longest job: Percentage distribution of persons initially entitled to
OASDHI retired-worker benefits, by annual pension rate and sex, July 1969-June 1970 awards

Nun}ber Medlarlx Percentage distribution by annusal rate of private pen.éion
o annua }
Race persons | private
(In thou-| pension | Total Under $500- $1,000- | $2,000- | $3,000- | $4,000- | $5,000
sands) $500 999 1,999 2,999 3,999 4,009 or more
Men
Number reporting amount of private pen-
sion from longest Job..cceceneuaancmennae 102 $2,080 100 6 14 20 14 9 9
B - eeomeeecamaemesonrasmnneemnnsesmnmemmnnn 98| 2130 100 8 14 28 20 14 9 9
Other Iates..ceencereerascnsnmresocnracnranssserens 4 1,230 100 22 18 38 13 [ 4 |eecanonan
Women
Number reporting amount of private pen-
sion from longest job 32 $970 100 23 29 27 14 4 2 1
White - 30 980 100 21 30 27 14 4 2 1
P 1 (oM (O] O] ® ® o (O] O] o
1 Not computed because base less than 2,250,
1 “ v
TaBLE 18.—Race and private pension-earnings replacement ratio from longest job: Percentage distribution of persons initially

entitled to OASDHI retired-worker benefits, by pension-earnings ratio and sex, July 1969-June 1970 awards

! Nun;ber Median | Percentage distribution by pension-earnings ratio (percent)
of pension:
Race ({)ortsgns ean}ciings Und ' 40
n thou-| ratio nder v or
sands) | (percent)| Totel 10 10-19 20-29 30-39 more
Men

Number reporting amount of private pension and earnings from '
1ONEeSt JOD e cenceeiaucceemccaracanccacnrn b cnnanceanan 97 25 100 12 25 24 19 20
White. . feeeacceenecorencnceaccccrccananccananns wevemracmcscsavanencens 93 26 100 11 25 24 20 20
Other I80e5.anncecrnaccencoccanmamacansaonan 4 19 100 22 32 19 9 17

Women
Number reporting amount of private pension and earnings from
10NZESE JOD . e e e ccncccerccreecrancerermanm——eman——— 20 19 100 20 32 22 14 12
28 20 100 20 32 22 14 12
1 ®» ® ® 0] 0] ® (O]

1 Not computed becanse base less than 2,250.

ratios were higher for white workers, reflecting
the effect of different work histories.

Workers Who Expect Pensions

A substantial number of newly entitled social
security beneficiaries were expected to receive pri-
vate pensions from their longest job—about three-
fifths as many as were already receiving such
pensions, as table 2 shows. A small number of
these persons were already receiving social se-
curity benefits and had rights to deferred vested
private pensions. The vast majority, however,
were still working, their OASHDI benefits were

postponed, and they were expecting pensions from
their current job.

Preliminary indications are that these persons—
especially the men—will probably receive pensions
(and wage replacement) fairly similar to those
among the newly entitled beneficiaries who were
already receiving pensions from their longest job.
The data in table 19 show that earnings on the
longest job were similar among these groups for
both men and women. Employment on the longest
job averaged 2 years less for those expecting a
pension, but the duration may be about the same
by the time the private pension would be payable.
For men, there was little difference in the distri-
bution by occupation. Among those expecting
pensions, fewer men were in manufacturing, trans-
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TaBLE 19.—Selected characteristics of persons receiving or expecting to receive private pension from longest job: Percent-
age distribution of persons initially entitled to OASDHI retired-worker benefits, July 1969-June 1970 awards

Men Women
Characteristic
. Recelving Will recelve Recelving ‘Will receive
private private private private
pension pensfon pension pension
FEarnings '
Number reporting (in thousands).......cecaoeneenen . o7 68 29 21
b1 B 0T S N 100 100 100 100
Under £5,000 7 7 41 40
8,000-5,900 i eeiiiccncicsareicacccccuremacecenemammemamcaeancae- 8 9 21 17
6,000-6,999 13 14 13 13
7,000~7,999 16 15 9 13
8,000-8,999 12 14 (] 7
9,000-0,990_ . . iiccccacamanann 10 9 3 2
10,000-14,999. .. 22 18 5 8
15,000 or more 12 14 1 1
MEGIAN. o e oeeeeeeceecoemeeeeeeaaeemaemnsnemasessssramnmmememnnneenseeanenecasmnane - $8,490 $8,960 $5,440 $5,4%0
Length of employment
Number reporting (in thousands)......occceceeccrecececcacacas ——- 102 61 31 21
Total percent o e eaceeessemmessomesoemmeeemaenesemenemenn~ 100 100 100 100
1 3 2 5
4 6 1 14
11 13 20 20
14 15 19 20
2 2 I 1Y o SO - 17 18 15 17
30-34 YOAIS. . e cecccacancnccvmcamaremeosemeneeraaneanannnn - 14 11 9 8
B5-39 WRATS . L L o eeoeicecsccsenmmamonmannamesaananevn———ean mmmeesanmesna vaveen wamanen . 14 9 10 7
40 YOATS OF IMOTr e e ccnmecevmeacencannemaenaemcanenncuasenn . o 25 25 14 9
% -0 - U IR a1 29 24 23
Occupation ..

Number reporting (in thoUSANAS) .o . e ceee e eomccnaeccccaneamaancseanenenannanmans 102 ) 32 22
TOtA] POICONE oo e e nceere e cecneoecnemesssnnnennnsnmamssssssemenmsaeenannmasansnnsns 100 100 100 100
Professional and technical workers [ 10 9 16
Managers and officials_.._....... 11 12 5 3
Clerical and sales workers 13 12 47 37
Craftsmen..... . .ccceo.. 30 28 3 4
OPPLALIVES . . oo e eeenicncceemcencamemscesneeesnem—n—esnenoas 30 27 30 82
Service and household workers... 3 5 5 6
L.ABOTErS ANA JOreINeN o v e et o v meems oo oooomecmmm e omraemesemmeaemaensanmenenamaneeanane 5 7 1 1
Number reporting (In thousands). ... .ccueeeeeeecioceecemecmcsacnassacassernsncssnes . 101 62 31 22
L IS N 100 100 . 100 . 100
Mining and ConStITUCHION - o o o v o oo eeececcecsscecccacncnennenneescsssmmnsnnmmeenneseomonss 8 12 0] 1

Manufaeturing:
Durable goods 37 30 20 14
Nondurable goodS......oeevaacn. 24 21 26 28
Transportation and public utilities 15 12 14 -3
Wholesale and retail trade......... 7 9 "13 15
Finance, insurance, and rea) estate.. 6 6 10 B
Business and 1epair ServICeS. coecreenenranscrcecmencrosesesaaameeansmansecassnaosmanensanar 3 8 18 21
(01313 Y . ——— 1 1 1 2

1 Less than 0.5 percent.

portation, and public utilities, however, and rela-
tively more in mining, construction, and services.
Among women, the occupational and industry
differences were somewhat larger.

Administration.

Technical Note

The estimates presented here are based on data
from the Survey of Newly Entitled Beneficiaries
—one of the surveys undertaken by the Social
Security Administration to study the retirement
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Survey Design

process. Data collection and tabulation operations
were conducted by the Bureau of the Census.
The selection of the sample from social security
records was performed by the Social Security

Population.—The SNEB universe consists of all
persons initially awarded retired-worker benefits
during each month between July 1968 and June



1970, The data presented in this report cover the
period July 1969-June 1970. To receive an initial
retired-worker benefit award, an individual must:
(1) be at least aged 62; (2) have earned insured
status from his own covered work experience;®
and (3) have filed a claim to establish his entitle-
ment to retired-worker benefits. Disabled-worker
beneficiaries, whose benefits are automatically con-
verted to retired-worker benefits at age 65, are
excluded from the SNEB universe.

Sample design—The sample for SNEB was
selected by means of a two-stage design. The first
stage was the selection of a single primary sam-
pling unit. (PSU) from each of 100 strata by
appropriate probability procedures. The selection
of the PSU’s was made by the Bureau of the
Census as one of several combinations of the
basic 357 PSU designs of the Current Population
Survey,® Each PSU comprises a single county
or group of counties (town or group of towns in
the New England States). Twenty-one of the
PSU’s used in the first stage consist of the coun-
ties comprising the 21 largest metropolitan areas.
Each of these self-representing PSU’s is identical
to its stratum. The remaining metropolitan areas
were grouped into 33 strata and one PSU (a
single metropolitan area) was selected from each
stratum. Remaining counties not in metropolitan
areas were grouped into 46 strata, and one PSU
was selected to represent each stratum.

The second stage of the sampling process was
the monthly selection of new beneficiaries to whom
questionnaires would be mailed. These are indi-
viduals who had been awarded retired-worker
benefits for the first time during the preceding
month and who resided in a.sample PSU.

Sample size—The size of the SNEB sample
was originally set at about 3,200 cases per month,
or 1 in 27 of the persons receiving retired-worker
benefit awards each month. From July through

8 To be insured for retired-worker benefits, a man must
have earnings in covered employment in a number of cal-
endar quarters equal to at least the number of years be-
tween 1950 and the year he reaches age 65 (age 62 for
women). A man aged 65 in 1969, for example, needed at
least 18 calendar quarters of covered employment,

®For details on the Current Population Survey sam-
pling procedures, a description of PSU’s, stratification,
and selection of first-stage units see the Bureau of the
Census, The Current Population Survey—A "Report on
Methodology, Technical Paper Number 7.

-

December 1969 the sample was reduced to about
1,500 cases per month,

Data collection.—Questionnaires were usually
mailed to persons in the sample by the end of the
month following their benefit awards. A second
questionnaire was mailed to those who did not
respond to the first mailing within 2 weeks. A
third questionnaire was sent by certified mail to
those who did not respond within 4 weeks. These
three mailings yielded about a 75-percent response.
The second and third mailings were omitted for
the December 1969 sample to avoid overlap with
the 1970 decennial census.

Starting with July 1969, mail responses were
screened clerically for completeness of response to
income questions. About two-thirds of the incom-
plete income reports were rectified by telephone
follow-up. The remainder were included in the
personal interview follow-up. This follow-up was
conducted at the end of each calendar quarter.
The follow-up included, in addition to all respond-
ents whose incomplete income reports were not
corrected by telephone, a 50-percent random sam-
ple of persons who did not return the question-

_ naires or whose questionnaires were returned by

the Post Office as undeliverable. (For the Decem-
ber 1969 sample, only a 25-percent random sample
of nonrespondents was selected for personal inter-
view.) Nonresponse cases selected for personal in-
terview were weighted to include cases not chosen
for the follow-up sample.

TasLe 1.—Response before and after personal interview
follow-up,! July 1969-June 1970

Before personal

After personal
interview

interview

Status of the questionnalre follow-up 2 follow-up ?
Number | Percent | Number | Percent
Total sample...ceevuacnnee..| 31,633 100 31,633 100
Questionnaires with adequate | .
TESPONSC.eecnecnenvnencnnnnen ' 25,150 79 29,089 92
Questionnaires without ade-
quate response 1,868 [ 2,254 7
Undeliverable 447 1 131 “
eceased..... 220 1 314 1
Refusal..crooeiuennnn 614 2 1,672 [}
Failed quality check.. 8 564 2 83 [Q]
Miscellaneous. . cceeeeecnzaanan 23 *) 85 ©
Questionnaires not returned..... 4,615 15 290

1 Does not reflect telephone and personalinterview follow-up of inadequate
income responses.

3 After a maximum of 3 mailings for all months except December 1969
for which there was a Single matiling.

¥Undeliverable and no response sample cases are welghted to include

cases not chosen for the follow-up sample.

4 Less than 0.5 percent,

¢ Estimated.
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Noninterview adjustment~—The personal inter-
view follow-up produced an effective response rate
of ‘about 92 percent for the July 1969-June 1970
period, after allowing for the weighting of the
follow-up cases (table I). To meet the minimum
acceptance criteria for an adequate response, the
person had to indicate his employment status. If
he was not employed, he had to give a reason
why he left his former job. The 8 percent who
did not provide an adequate response include 6
percent who refused to participate in the survey.

In order to represent the nonrespondents, the
originally assigned weights were adjusted by mul-
tiplying them by the reciprocal of the response
ratio. To allow for possible variations in response
rates, this adjustment was made for 12 sex, resi-
dence, age-at-entitlement, and payment-status
groups separately for each calendar quarter of
data.

Sampling Variability L

Since the SNEB estimates are based on a sam-
ple, they may differ from the figures that' would
have been obtained if every person ' initially
awarded retired-worker benefits from July 1969
to June 1970 were included in the survey. In this
survey, as in others, the results are also subject to
errors due to response and nonreporting.

The standard error measures the sampling vari-
ability of estimates—that is, the variations that
occur by chance simply because a sample of the
population rather than the population as a whole
is surveyed. The chances are about 68 out of 100
that an estimate from the sample would differ
by less than the standard error from the results
based on the same procedures for the entire popu-
lation. The chances are about 95 out of 100 that

TasLe IL.—Rough approximations of standard errors of

estimated percentages of persons or mamed couples, July
1969-June 1970 awards

. Estimated percentages
Size of base

20r98 | 5or95|100r 9| 200r 80| 300r 70| 40 or 60 50
1.6 2.5 34 4.6 5.2 56 5.7
1.1 1.8 2.4 32 3.7 4.0 4.0

T 11 1.5 2.0 2.3 2.5 2.6
.5 .8 1.0 1.4 1.6 1.8 1.8
4 .6 .8 1.0 1.2 1.2 1.0
3 4 .6 .8 1.0 1.0 .9
.2 .4 3 N .8 .9 7
.2 .3 4 .6 .7 7 T
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the differences would be less than twice the stand-
ard error.

E'stimated percentages—The standard error of
an estimated percentage depends on the size of
the percentage and the size of its base. Table II
presents rough approximations of standard errors
of estimated percentages for the survey period
July 1969~June 1970. Linear interpolation applied
to the base or the percentage or both may be
used to calculate the value of a standard error
not specifically shown. For example:

In table 8, of the 102,000 men receiving private
pensions an estimated 20 percent had pensions less
than $1,000. As table II shows, the estimated stand-
ard error is 1.0 percent. To calculate 95-percent
confidence limits, a value from table II is multiplied
by 2. Therefore, with 95-percent confidence, the pro-
portion of the men receiving less than $1,000 is be-
tween 18 percent and 22 percent.

When two percentages are compared to deter-
mine whether they differ by a statistically signifi-
cant amount, the standard error of the difference
can be approximated as the square root of the
sum of the squares of the standard error of each
of the percentages. For example:

The proportion of the men among the 102,000 re-
ceiving private pensions whose pension amounts are
between $1,500 and $1,999 is 14 percent, and the
proportion of women among the 32,000 receiving
private pensions whose pension amounts are between
$1,500 and $1,999 is 11 percent. The standard error
for the first group is about 0.9 percent, and ‘the
standard error of the second group is approximately
1.4 percent.

The sum of the squares of the two standard errors
is 2.77, and the square root (the standard error of
the difference) is 1.7 percent. Since the actual differ-
ence of 8 percentage points is less than twice the
standard error of the difference, at the 95-percent
level test, the proportions of men and women receiv-

" ing pnvate penswns between $1, 500 and $1 999 do not
* differ.’

E'stimated medians—The sampling variability

‘of an estimated median depends on the distribu-

tion as well as the size of the base. An approxi-
mate method of measuring the reliability of the
estimated median is to determine an interval about

‘the estimate so that there is a stated degree of

confidence that the true median lies within the
limits. Estimated medians in.this'report were
computed on $500 intervals.

The upper and lower limits of the interval
about the median—that is, the confidence limits—
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based on grouped sample data may be estimated
as follows: (1) using the base on which the me-
dian was calculated, determine from table IT the
standard error for 50 percent, the proportion
represented by the median; (2) add to and sub-
tract from 50 percent twice the standard error
determined in step 1 (for 95-percent confidence
limits) ; and (3) from the distribution of the char-
acteristic, read off the upper and lower limits of
the interval about the median corresponding to
the two points established in step 2. Confidence
limits for a median, for example, may be com-
puted as follows:

In table 8, the median annual private pension for
men entitled to reduced payable benefits is esti-
mated to be $2,180. The number of men with reduced
payable benefits is 64,000.

1. The standard error of 50 percent with a base of
64,000 is approximately 1.6 percent (from table II).

2. For a 95-percent confidence interval, it is neces-
sary to subtract and add two standard errors, to
yield limits of 46.8 percent and 53.2 percent.

8. Since, as table 3 shows, 46 percent of the men
had private pensions below $2,000 and 11 percent
had private pensions between $2,000 and $2,500, the
dollar value of the lower limit may be found by
linear interpolation to be: -

46.8-46.0
——5— X $500 + $2,000 = $2,036

The upper limit can be found in the same way:

53.2-46.0

11 X $500 + $2,000 = $2,327

Thus, with a 95-percent confidence the true median
lies between $2,036 and $2,327.

Job questions—A. job was defined as a period
of continuous service-with one employer, although
the work might have changed, or in self-employ-
ment. The survey questionnaire asked the respond-
ents to report on a maximum of three jobs they
had ever held during their working life. For those
working, questions were asked about their current
job. If they had held their current job for less
than 5 years, they were asked about their last
job. If neither their current nor their last job
was their longest, additional questions were asked
about their longest job. For those not working,
questions relating to their last job were asked. If
that job was not their longest, questions were
asked about their longest job.

For each reported job, questions were asked
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about pension coverage—whether or not they be-
longed to a pension plan other than OASHDI
and, if so, whether they were receiving or expected
to receive a pension from it. In addition, the
respondents were asked to provide information
about the amount of private pension benefit re-
ceived from a particular job. Questions were also
asked about the kind of work they did on each
job, the kind of business or industry it was located
in, their earnings, and the length of employment.

Information about the reported jobs could then
be combined in different ways. For purposes of
the preceding article, determination of which of
the reported jobs was the longest was made in
tabulation and characteristics. were summarized
for all longest jobs, whether reported as current,
last, or longest. But it must be kept in mind that
when jobs are combined in this way they represent
jobs held for varying periods and at different
points in time. Extra caution is therefore required
in interpreting the data on job characteristics.

The amount of private pension benefits was in-
cluded as one item in a battery of questions on
different sources of income in another part of the
questionnaire, regardless of the specific job with
which it was related. Therefore, to the extent
that workers obtained pensions from jobs other
than their longest, the survey results relating
only to longest job obviously understate total
incidence of private pension receipt on all jobs.
Furthermore, private pension income reported in
the income section of the questionnaire may not
apply to any particular job held by the respond-
.ent—widow’s or widower’s benefits, for example.
For these reasons, totals in the report that relate
to persons receiving benefits from longest job will
not match the total reporting receipt of any pri-
vate pension in the income question, though the
differences are small.

The tabulation below indicates that persons

[In thousands]
Pension receipt Total Men ‘Women
Number reporting receipt of private pen-

slons from—
Any source (Income question) 185 143 42
One or more jobs ! (job question). —- 157 117 36
Longest job 1 (Job question)...... .- 142 108 34

Last Job longest._......c..... —- 114 84 30

Current or prior job longest........._._ 28 24 4

Includes a small number of respondents who reported receipt of private
pensions from two or more jobs.
1 Includes a small number of respoudents who reported recelpt of private
pensions from their longest, as well as another job.
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reporting receiving private pensions from their
longest job accounted for about 80 percent of the
respondents on private pensions in the income
section of the survey questionnaire. Furthermore,
respondents reporting receiving private pension
amounts from longest job represented 95 percent
of all questionnaires in which private pensions
were reported to be received on one or more
sections of the job questions. As the tabulation
shows, men who were not employed at the time
of the survey whose most recent (last) job was
their longest job made up the vast majority of
those responding on private pension receipt from
longest jobs. - A

Response to the Survey

Because the large majority of questionnaires’

were completed by the respondents themselves
and returned by mail, the incidence of omitted
or incomplete responses may be relatively higher
than it would have been if the survey were con-
ducted by personal interview. In surveys—both
those conducted by mail and those through per-
sonal interviews—the highest rates of nonresponse
are among items related to current income.
Response to the pension questions was high for

private wage and salary jobs, as the following
percentages indicate: the rate was 92 percent
for the question on coverage and 94 percent for
the question on pension amount. The rates were
identical for men and women.

The response rates for characteristics such as
industry, occupation, duration on longest job, and
interval since longest job were also high. The
response rates for earnings on longest job for
persons receiving private pensions, however, were
slightly lower than those for the question on pen-
sion amount: 89 percent for the entire group, 90
percent for men, and 85 percent for women.

For SNEB, income reports were obtained for
varying reference periods, with the amounts re-
ported to be converted to “annual rates.” Earn-
ings are reported by the hour, week, month, or
year, at the option of the respondent. When the
earnings are reported by the hour or week, the
annual rate is obtained by applying the reported
hours of work per week and/or number of weeks
worked per year, as appropriate. Monthly earn-
ings are multiplied by 12. Private pension benefits
are reported by the month and are multiplied
by 12 to obtain an annual rate. The data presented
on P/E ratios are, therefore, based on the esti-
mated annual rates of earnings and private pen-
sions.

Notes and Brief Reports

Utilization and Reimbursements Under
Medicare for 1967 and 1968 Decedents*

Deaths are relatively frequent in the population
aged 65 and over and often are preceded by
serious illnesses requiring substantial expenditures
for medical services. Many of these aged decedents
were among Medicare beneficiaries for whom
large reimbursements were made under the pro-
gram. In light of the concern with rising Medi-
care costs, it is important to examine the size of
reimbursements for decedents, as their services

*Prepared by Paula A. ’Piro and Theodore Lutins,
Division of Health Insurance Studies, Office of Research
and Statistics,
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and charges represent a relatively inflexible pro-
portion of the total.

The numbers of persons enrolled in the Medi-
care program who died during 1967 and 1968 and
the amount reimbursed on their behalf for cov-
ered services are contrasted here with the experi-
ence of survivors in the same period. Tabular
data for both years are presented. Though the
analysis makes reference only to the 1967 figures,
the relationships are the same for both years.

Of the 21 million persons aged 65 and over
who were enrolled under Medicare for some time
during 1967, about 5.4 percent died. Twenty-two
percent of all reimbursements under the program
were made on behalf of these decedents. In gen-
eral, under every part of the program, propor-
tionately more persons who died used reimbursed
medical services (table 1).
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