Pens1on Coverage and Benefits, 1972: Findings.
From the Retirement H1story Study

§

This arficle, based on date from the Retiremeont
! Hstory Study, examnes coverage by an emplojee
pengion plan on the longest job and the extent to
whieh covered workers received an employce pen-
s1an upon refirement and the gize of thewr benefils
It also examines the joint recerpt of employee pen-
sion and OARDI benefits and the size of the com-
bined benefits Fach of these pension variables 18
analyzed for differences by clazs of worker (priate
wage and salary or government}, scx, and char-
acterigtics of the longest job (wmdustry, oceupation,
tenure, recency of job, ezxtent of employment, and
, annual earnmngs rate) The majority of completely
retwred wmdividuals in thew early to middle sizties
wm 1972 diud not recewe employee pension benefits
wn that year Women employed wn prwate wndustry
on thewr longest job were the most disadvantaged
in this regard Even when they were fortunaie
, enough to recewe retirement benejits from employce
pension plans, thelr beneflts were substantially
lower than those of men or of women employed n
government

SINCE PASSAGE of the Social Security Act
1n 1935, the social security program’s role 1in pro-
viding adequate Income protection in retirement
and the proper mix of social security and em-
: ployee pensions to provide mcome adequacy have
been debated The prevailing philosophy behind
the old-age, survivors, and disabihty insurance
{(OASDIY) program of retirement mncome 1s that
the monthly cash benefits should provide a basic
floor of mcome protection and that to maintam
preretirement standards of hiving requires that
these benefits be supplemented by private pen-
sions and other forms of private income such as
voluntary msurance and savings*

Coverage under private pension plans has ex-
panded from about ¢ 8 million workers in 1950

!

* Division of Retirement and Survivors Studies, Office
of Research and Statlstics, Soclal Security Adminis-
tration

18ee Advisory Council on Social Security, Report of
the Quadrennial Advisory Council on Boclal Security,
Committee on Ways and Means, US House of Repre
sentatives (94th Cong 1st Sess ), 1975, chapter 2
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to about 261 million in 19702 This growth in
coverage far exceeded the growth in private wage
and salary employment during the same period
The most dramatic growth i coverage occurred
durmmg the 1950’s The 1960’s, however, brought
the liberalization of benefit formulas, vesting
requirements, and retirement age?® Despite this
growth, many workers 1n private industry are
not covered and many of those who are covered
never collect retirement benefits This failure to
collect benefits usually results from (1) restrictive
vesting and service requirements, (2) withdrawal
of employee pension contributions upon termma-
tion of employment, or (3) bankruptey of busi-
ness firms and their pension plans Awareness of
the importance of pension income and recognition
of these problems in the private pension system
contributed to enactment of the Employee Retire-
ment Income Securnity Act (ERISA) of 1974

This article, based on longitudinal data from
the Social Security Adminmstration Retirement
History Study (RIS),* exammes private wage
and salary and government workers with respect
to the incidence of and job factors associated
with pension coverage, penston receipt, and size
of pension among men and women at retiremeht
The term penston, as used here, refers to a private
employee or umon pension, a Federal, State, or
local government employee pension; or a military
pension : s

The specific questions addressed 1n this article
are .

What Is the incidence of and what are the job
factors assoclated with pension coverage on the

® Alfred M Skolnik, “Private Pension Plans, 1950-T4,"
Soeial Security Bulletin, June 1976, table 1

*Harry E Davls and Arnold Strasser, “Private Penslon
Plafs, 1960 to 1969—An Overview,” Monthly Labor Re-
view, July 1970, pages 45-50 [

tQee Lola M Irelan et al, Almost 65 Baseline Dale
From The Retirement History Study, Office of Research
and Statistics, Social Security Administration, 1976,
chapter 1, and appendixes A and B



longest job among private and government wage and
palary workers as of 19697

Of workers covered by a pension on their longest
job, how many of those who earned no money in
1972 received income from a pension? What longest
job factors are related fo the receipt of a pension?
How many received both QASDI and employee pen-
sion benefits?

What was the annual penslon income of workers
covered by a pension on theiwr longest job who re-
ceived a pension in 19727 Do private wage and salary
workers recerve lower pension income than govern-
ment workerg?

'

The longest job factors exammed for their re-
lationship to pension coverage and pension re-
ceipt are Industry, occupation, tenure, recency
of job, extent of employment (full-time or part-
time), and annual earnings rate

Pension coverage on and job characteristics of
the longest job are the focus of the analysis Only
longest job iformation 1s studied becaunse RIS
data are not available for all jobs held through-
out the worklife and because an individual 1s
most likely to have bult up vested rights and
qualified for pension benefits on his longest job
This restriction results mn an underestimate of the
proportion of older persons ever covered by a
pension In the RIS sample, for example, 45 per-
cent of the persons who ever worked were covered
on either their longest or most recent job, but
only 39 percent were covered on their longest job
Use of longest job data also affects the analysis of
pension receipt, these effects are discussed later

The analysis 1s also restricted to wage and sal-
ary workers on the longest job because only 4
percent of the self-employed (table 1) and none
of the unpaid workers were covered by a pension
on that job The number of wage and salary
workers 1n the sample 1s given below by class of
workers and sex

Class of worker Men  Women
Total number In sample . ____ 4,985 2,117
Wage and salary workers
Private - ! 4,228 1,761
Government o .o 787 356
Federal civihan employees .- 224 52
State and local employees ... 408 245
In public administration ._.. 133 38
In education . __ 127 189
In other activities —_________ 148 18
Armed Forces —_________ 46 0
Not ascertained . ___________ 79 59

Included in the sample are the men 1n all of the

TABLE 1 —Pension coverage on longest job for all workers
Percentage distribution, by class of worker and sex 1

Wage and
salary workers

All Belf
Pension coverage workers? a em-d

oV loye

Total 5;{8 P St

ment
Total
Total number it sample .| 8 659 | 7,065 | 5,080 | 1,076 1,518
Total percent .. .. . 100 100 100 100 100
Covered . .. . « oo ue v -aa 39 47 41 82 4
Notcovered____.. ____ _. - ]} 53 59 18 96
. Men
Total number in sample . 6,347 1 4958 | 4228 730 1,353
Total pereent . . . 100 100 100 100 100
Covered JE 44 5o 49 88 4
Not eovered . iuee . - . 56 45 61 2|7 %
Wormen

Total number fn sample .| 2,312 2,107 | 1,761 346 163
Total percent .. .. . 108 100 100 100 100
"Covered._ . .. _ . 27 29 21 71 4
Notcovered .. _ _. . . 73 7 79 29 46

i Excludes those for whom pension coverage was not ascertalned
tIncludes s smalt number of unpaid workers and those for whom class of
waorker was not ascertpined

" marital-status categories and women who, at the
time of selection 1n 1969, had no husband 1n the
household *

4

PENSION COVERAGE ON LONGEST JOB

Coverage Rates

Prwate wage and salary workers —Forty-nine
percent of the men but only 21 percent of the
women employed as private wage and salary
workers on their longest job were covered by a
pension plan on that job ¢ Coverage rates for both
men and women varied with industry, oceupation,
annual earnings, j0b tenure, and recency of job
(table 2) When each job factor 1s considered
separately, coverage rates for men were highest
among those who were (1) employed 1n manufac-
turing or professional and related services, (2)
professional or clerical workers, (3) employed for
21 or more years on the longest job, (4) earming

® ¥or the method used to identify Federal civilian and
State and local government employees, see the Technical
Note on page 13

S Penslon coverage on the longest job was measured by
responses In the 1969 interview to the f2llowing question
“Omn that job, were you covered by any pension plan,

other than somal security or railroad retirement? In-
clude profit-sharing plans providing retirement benefits *

SOCIAL SECURITY



TaBLE 2 —Pension coverage on longest Job for private wage and salary workers Multiple classification analysis, by job charac-

tersties and sex

Private wage and salary workers

i
Men W omen
Characteristic
Percent ! Perecant
Adjusted Percent of Adjusted Percent of
covered covered
(unadjusted) coelficient cages (anad)usted) coetficient cases
QGrand mean (percent covered) _—. e - . . 49 21
Standard error (in percent). .. .- - - - - 08 10
Bample size . - - - - - . 4228 1,761
Rt . e e - - . - - 0317 0342
4
Industry '
Agricalture_ .. . e e e e em - - e - - .- 4 -206]" 44 (O] ) 12
Mining - . - - 4 ea = oa 48 97 a7 (] 1) 1
Construction - . . e me . - 33 -9 7 36 ) O] 5
Manufaeturing - .- R — - e 63 102 4 3 3 73 L8
Transportaticn, communications, and publie atiities .. _ . . 51 -4 7 23 52 11 7 a6
W holesale and retal trade - - - 29 -14 5 43 15 -9 217
Finance, insurance, and realestate _ . .. .. .. - . 54 1 37 46 86 61
Bervice
Profersional and related . . e - —— - 68 35 20 20 -81 12 5
ther .. _ - « - e A . e e em - - . 23 =181 43 3 -8 7 23 3
Eto?= (16  Befa?wm 050 Eiot= 118  Beta*= 035
Ocenpation . T . —— P
Prefessional and technleal . . - - - S 73 93 65 38 81 57
Managers and officials R . . . 49 —-59 131 32 ~B 7 ‘43
Clerical - - e e e - - - - - 63 g8 & b 38 82 232
Bales . - . .- - R, 39 ~13 4 4 10 ~G 0 74
Craftsmen and foremen [ - - 52 =18 275 O] . O] 13
Operatives - - - - - - [, 50 9 273 24 -8 25 4
Bervice _ . . - - - I a8 64 44 & —32 07
Laborers - e - - - - . 35 =22 76 m (1; ?
Farm, all types.. .. _  _. o, 2 —-60 37 ® @ 10
. Etot= 068+ Beto*= (08 . Etat= 110 Betat= 01}
Annual earnings rate !
Less than $2,000 ceae wems e ememr e m m e = e e - 11 =165 125 1 =107 211
2000300 _ . . . . oaee . - o P, 15 -2 1 ] 17 —56 24 8
4,000-5,999 C e 4 e emm e e e = - 42 =107 140 51 15 & 14 5
6,000-7,499 _ e e e e em e am - - 67 a4 15 4 64 232 55
7,500-9,999 —_——— - - . L i e eme = e - il 15 0 16 4 (13 (l; 23
10 000 or more  _ . .. - - - 73 16 0 15 ¢ Q [ 11
Not ascertalned. .. . — - - e 4 o m e e mm 26 ~87]° 20 0 11 —-31 31
, Eta2w= 220  Befat= 075 Etazm £63  Betat= (8!
Recency (year left job) ;
8till working e mm = omm o= - e e = a e ae 66 60 47 8 38 57 852
196668 - - . e e e = e e e a e e 48 25 131 22 44 14 &
1962-65 - - - - —— - 42 14 9 4 21 44 107
195061 _ .- . - . - . - . 82 -56 12 5 11 -4 7 13 2
1954 or eather... . e n mmmw - - - - - 16 —-17 5 167 ] -85 250
Elatw 146 Belat = 031 Eletm 098 Beto? = 086
Job tenure (In years)
Sorless . . . ... . oo . .. - - - e . 18 —128 79 3 -81 2T
6-10 _ - - - - - e em e e cmeee = aee 23 —-115 11 12 -32 10 8
11-15 [ an e = omm omm o e = = e oaee = 37 -3 8 148 22 —-13 158
16-20 . e e e emm am - e e e e eee 45 2 15 4 a2 58 121
21 or more _ e mm mte e e m m em = e m e ssamas 65 61 49 5 47 115 223
. Etal= 126  BetaT= 020 Ela*m [7)  Beig*wm 053
Extent of employment ¥ i
Fulltime... . . _ . . _ _ . oo e oo o eee e - 49 03 #5 0 24 06 84 3
, Parttwne . .. - ... .. . - .. e e = o ome oen 20 =130 16 5 -39 131
i Eint= (08  Belgt= 061 Etezm 02  Betot= (0]

1 Not computed, base fewer then 50

1 The small number not reporting on this characteristic was included in the

analyses but not shown here
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$7,500 or more per year, and (5) still employed
on the longest job at the time of the mterview 1n
1969 Lowest coverage rates among men were
found among those who were (1) employed 1n
service mdustries other than professional and re-
lated services or agriculture, (2) earning less than
$2,000 per year, (3) employed for 5 years or less
on the longest job, and (4) left their longest job
1n 1954 or earher Similar trends were evident for
women except that, within industry, coverage
rates were highest among those falling in the
transportation, commumcatlons, and public utih-
ties category

In general, women were more likely than men
to have had those job characteristics associated
with low coverage rates Twenty-five percent of
the women, compared with 17 percent of the men,
for example, left their longest job in 1954 or
earlier; 28 percent of the women, compared with
8 percent of the men, had tenure of 5 years or less
on that job Moreover, the coverage rates for
women were generally lower than those for men
within each category of each job factor Among
those employed m manufacturmng, for example,
63 percent of the men but only 31 percent of the
women were covered by a pension

When all job ¢haracteristics were standardized,
however, coverage rates also were the same for
men and women The estimated coverage rates for
women and men were 61 percent and 62 percent,
respectively, for those possessing the followmg
longest job characteristics operatives employed
full-time 1 manufacturing for 21 or more years
at annual earnings of $4,000-$5,999 and still em-
ployed on that job 1n 19697

Government workers —The vast majority of
Federal civihan employees are covered by the
Federal e1vil service retirement system A few are
covered by special employee plans Although Fed-
eral employees with temporary employment status
are covered under the OASDHI program, the
Federal system does not provide for dual coverage
by a Government employee plan and the
OASDHI program Many State and local sys-
tems, on the other hand, provide such dual cover-
age In 1972, 95 percent of all full-time Federal

n

TThese estimates are based on the multiple classifica-
tion analysls results presented in table 2 They were
obtained by summing the adjusted coefficlents of each
job characteristic and the grand mean for men and
women separately

-

civilian employees were covered by a Government
employee plan and the remaming 5 percent by
the OASDHI program only In that same year,
58 percent of full-time State and local govern-
ment employees had dual coverage under an em-
ployee plan and the OASDHI program, 31 per-
cent were covered only by an employee plan or
msurance contract, and 8 percent were covered
only by the QASDHI program *®

The data mn the following tabulation show that,
for the RIS sample of older persons, 83 percent

i

- Percent with pension
¢ coverage on longest job
Type of government worker

Total Men, Women
Allworkers . ... . e mmmeen a2 £8 71
Federalelvihan .. . . P 89 04 &9
State and locsl employees e e a - 79 85 71
In puble administration . . . 85 80 ®
In education wmn e amn 80, 90 3
In other activities .__ . - - 73 75 U]

! Not computed, base fewer than 50

of the men and 71 percent of the women em-
ployed in government on their longest job were
covered by an employee pension on that job These
coverage rates are substantially higher than those
for private wage and salary workers Women em-
ployed by the Federal government were no more
likely than those employed by State and local
governments to have been covered by an employee
pension

Although the coverage rates for men did daffer
by type of government employer, the differences
appear to result from the comparatively low cov-
erage of men employed 1n State and local govern-
ment establishments whose primary activity was
neither public admimstration nor education The
coverage rates for the RHS sample are lower than
those reported by the 1972 Census of Governments
because part-time workers are included 1n the cal-
culations and because some members of the sam-
ple left their government jobs when coverage was

less extensive than 1t 13 today
|

1

Longest Job Characteristics and Coverage

Private wage and salary workers —Pension
coverage on the longest job 15 moderately related
to the characteristics of that job among private

*Bureau of the Census, 1972 Census of Governments,

Compendium of Public Em:oloyment Vol 3, No 2, table 8,
November 1074
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,wage and salary workers (table 2) The £2 (mul-
tiple correlation coefficient squared) 1s 317 for
men and 342 for women Although the annual
earnings rate 1s the most 1mportant single pre-
dictor of pension coverage as mdicated by the size
of the Eta? and Beta? statistics, the other five job
characteristies—industry, occupation, recency of
job, tenure, and extent of employment-—are the
key explanatory variables They account for more
of the marginally explained variation 1n coverage
when analyzed together as a variable set More-
over, since they predate and are important pre-
dictors of earnings, part of their effect on pension
coverage 1s through earnings The following dis-
cussion demonstrates these points For conveni-
ence, the variable set contaiming industry, occupa-
tion, recency of job, tenure, and extent of
employment 1s referred to as IORTE

The margmal effect of a predictor or set of
predictors 13 the amount of the total variation in
the dependent variable explamed by that predic-
tor after the other predictors have explained all
of the varation they can It 1s measured by the
squared part correlation, which 1s defined as

(R? with all predictors) « (R omitting one set)

The margmal effects of IORTE on pension
coverage are equal to the £2 for all six job factors
{ 317) minus the 22 for earnings alone (220) or
097 The marginal effect of earnings on pension
coverage 18 equal to the &2 for all six job factors
( 317) minus the £* for the TORTE set ( 272)
or 045 In short, the marginal effects of IORTE
on pension coverage are larger than the marginal
effect of earnings

The shared effects of IORTE and earnings on
pension coverage are equal to the 2% for all six
job factors ( 317) mimnus the margmal effects of
the two predictor sets (097 and 045) or 175
Since the longest job variables in the IORTE set
predate earmings rate and since they explain a
moderate amount of the variation 1n annual earn-
mgs (table 8), these shared effects may be inter-
preted as the effects of IORTE on coverage
through earmings

Government workers —Characteristics of the
longest job were much more important determi-
nants of pension coverage among women than
among men 1 government employment The &*
was 201 for men and 501 for women (table 4)
Thus, variations mn the size of earnings, occupa-

BULLETIN, FEBRUARY 1978

TaBLE 3 —Annual earnmings rate on longest job for wage and
salary workers Multiple clasaification analysis, by job
charactenstics, class of worker, and sex

Wage and salary workers
Characteristic Privata Government
Men Women Men Women
Grand mean __ $8,240 $3,550 $8,800 $6 510
Standard error. . 93 71 208 227
Samplesize . - . 3 003 1,214 612 284
Ri.. ... . 0 387 0 487 0 353 0 448
Eta Betad Etn* Belo® Efa* Beta? Ela? Beta?
Industry . . |0 070 [0 020 [0 181 |0 028
Occupation - - 310 | 283 297 138 [0 312 10 267 [0 277 7 0 189
Recency of employ
5 ment . -4 087 | 037 155 | D98 | 056 | 070 149 118
Job tenure 060 | 012 | 182 | 020 | 056 | 029 | 208 047
Extent ofemploy
ment .. . .| 007 | 0G2| 078 | 020 | (12 ( 004 085 013

1

tion, tenure, job recency, and extent of employ-
ment on the longest job were considerably more
important among women than among men in de-
termining pension coverage on that job

As with private wage and salary workers, size
of annual earnings was the most 1mportant single
predictor of pension coverage among government
workers both before and after adjusting for the
effects of the other predictor variables Because
of their combined marginal effects and their ef-
fects through earnings, nevertheless, occupation,
job recency, tenure and extent of employment
together explamed most of the variation i pen-
sion coverage The marginal effects of the JORTE
vartables on pension coverage were 052 for men
and 119 for women; the marginal effects of earn-
mgs were 059 for both The shared effects of
IORTE and earmings, mterpreted as the effects
of IORTE on coverage through earmngs, were
090 for men and 323 for women

RECEIPT OF PENSION BENEFITS, 1972

To collect retirement benefits from the plan
under which he 15 covered, a worker must satisfy
existing age and service requirements A worker
who 15 & member of a tontributory plan® and

*In recent years, the trend has been away from re-
quiring employee contributicns to private plans Accord-
ing to 1970 Bureau of Labor Statistics estimates, 21
percent of the active workers covered by private plans
were in contributory plans in 1969, down from 25 percent
fn 1962-63 See Iarry E Davis and Arnold Strasser,
op oit, table 1 Most government employee retirement
systems, on the other hand, are contributory



.stops working before his benefits are 50-percent

vested risks losing all employer-purchased bene-
fits 1f he withdraws his own contributions Before
ERISA’s enactment m 1974, most contributory
plans cancelled employer-purchased benefits upon
withdrawal of employee contributions regardless
of the amount of vesting Nevertheless, employees
who left, attracted by a lump-sum benefit, tended
to withdraw their contributions *°

Vested rights give the worker a nonforfeitable
right to his accrued pension benefits even if he
stops work before retirement age ERISA re-
quires a private pension plan to guarantee mini-
mum vesting rights for employer contributions
No minimum vesting requirements existed before
ERISA In 1969, 23 percent of all active workers
covered by private pension plans were 1n plans
that had no vesting provisions The most common
age-and-service requirements for vesting in 1969
were 5-10 years of service with no age require-
ment or 11-15 years with an under-age-40 mini-
mum

If benefits are not vested, a worker who wants
benefits at retirement must remain on the job until
he has met the age-and-service requirements for
early or normal retirement The overwhelmmg
majority of pension pl'ms [{ermﬂ: early refirement
with actuarially reduced benefits " Although the
age-and-service requirements for early and normal
retirement vary considerably among plans, the
most common qualfications m private plans m
1969 were age 55 with 10-15 years of service for
early retirement and age 65 with 5-10 years of
service for normal retirement

To what extent did the older workers repre-
sented m the RHS lose pension benefits? The
study does not contamn mnformation on the loss
of pension benefits or reasons for such loss It
does, however, mnclude data on the receipt of pen-
sions ® It 18 possible to approximate the propor-
tion of workers who lost pension benefits from

[

“Dan M MceGill, Fundamentals of Priwvate Pensiwon,
Pension Research Council, Wharton School, University
of Pennsylvama, 3d edition, 1975, pages 127-128

“Harry E Davis and Arnold Strasser, op cif, table 2

U Ipwd , tables 1 and 2 :

¥ Penswon receipt was measured by responses to the
following question “Did you receive any income
during 1972 from the following sources—Pension as mili-
tary retiree® Pension from Federal, State, and loeal
government employment? Private employer or union
pensions ?”’

their longest job by mvestigating the pension

recelpt rate mn 1972 among workers aged 61-66

who were covered on their longest jobs and who
reported no earnings in that year

The analysis presented here examines data on
the proportion of men and women who reported
recelving income from a pension mn 1972 and the
longest-job characteristics associated with such
receipt The analysis is himited to wage and

salary workers who reported pension coverage on

the longest job and who had no earmings 1 1972,
henceforth referred to as “covered nonearners”
The analysis 1s further restricted to receipt of a
private or union pension by private wage and
salary workers and to receipt of a military or a
government employee pension by government
wage and salary workers, unless otherwise noted

Two caveats are m order First, the pension re-
ceipt rates reported here may be overestimates of
the proportion of retirees receiving benefits from
a pension earned on the longest job The respond-

"ent was not asked to specify the job on which

his benefits were based It 1s possible, therefore,
that some respondents lost benefits from their
longest job but received them from another job
The pension-receipt rates cited here, however, are
believed to be Teasonable approximations of the
proportion of persons receiving benefits from the
longest Job because 1t 1s unlikely that persons who
did not earn pension rights from’' their longest
job could have earned them from a Job mn which
they h‘ld shorter tenure .

Second variations in pension receipt rates were
examined by characteristics of the longest job
even though some respondents may be receiving
their benefits from a different job This situation
may not occur very often Furthermore, an analy-
sts of all RIIS job data indicates substantial
stability of occupations and mdustry across jobs

Receipt Rt:ﬂesI ‘
s T +

Prwvate wage and salary workers —Seventy-
two percent of the men but only 55 percent of the
women private wage and salary workers who were
covered ‘by a pension on their longest job and
who earned no ‘money mn 1972 received benefits
from a private or union pension i that year
(table 5) Looked at 1in reverse, a substantial num-

i SOCIAL SECURITY



TasLE 4 —Pension coverage on longest Job for government wage and salary workers Multiple clasmfication analyss, by job

characteristics and sex

1

Government wage and salary workers

) i
Men Women
Characteristic '
, Percent | Adjusted | Percentof | Fereent | agiusted t of
coversd 5 ercent 0 covered Juste: Percent o
s ) ; {unadjusted) coeflicient cases (anadjusted) coefficient cases
Grand mean {(percent covered) .. .. - e e - - ' B8 71
8tandard error (in pereent) . . . f e e e ewoan = 12 24
Bample sizel . e am e = = - © e e e 2 e aa 730 346
Ra___. .. . e mr e oam s .. e e e e e 0 201 0.501
v .
Occupation *
Professional and technleal ,.. . .. uv v o ee v w o 4 ae oe 94 28 203 86 51 50 3
Managers and official. ____ - . f e e mmw - 93 10 11 Q] ™ 49
Clencal . . ocn v wam e e e e ee me mmm ea s o= 92 L 118 71 -8 211
8ales . _ - e hi e 4 mmeem = m e ae - - ee e - 1] ) (] 3
Craftsmen and foremen. .. - - - R, 87 1 178 * Q] [}
Qperatives . . ceee - o. - - .- 78 —-28 g2 ® (U] 32
Bervice - o e e e me mmmem mm eeme- 87 =10 15 9 45 -4 18 §
Laborers - . e - - . - 80 —-24 14 5 ™ U] )
Farm, BlityDes .. . . .« cs v ook oo vom = ca cem woem mm| 4 — . - L 1 30 . I - . o
! Elgtm 028 Betat = 004 , Etot= 131 Betat=m 042
[
Annual earnings t
Less than $2,000 . - o -oc. ccoe oo oo - Q] ('; , 18 ?) (!; 107
2000-3 ¥ L L L L s e e e - . Q] * 64 N * s
4,000-5,990 R, 83 , =51 13 8 86 132 15 0
6,000-7 499 . e e e e e ee em . R 97 87 210 85 18 3 16 2
7 500-9,999 . - - e e e e e e mea ' 62 167 100 207 147
10,000 or more s e em eme = mem eec s 69 i 78 205 U] ® 16
Not ascertalned . - .. . e mem - e e e aa smman = - 74 -85 199 ) 39 ~24 1 199
. t
f Etot= 140  Beto*= 08} Etq?m 238  Brelatw [98
Recency (year left Job) ¢ ‘ ' . t !
Still working atlongest - - . . . ... .. .. . .- 02 —08 821 84 —-25 , Mo
WEe-69 .. - . 82 , =b1 140 m ™ 129
1962-65 - 94 60 13 2 [0 ('; 64
185461 . - 88 81 10 4 (O] ¢ T8
1954 or earlier..... 65 —-59 101 a7 B . 17 9
! ' Etat= 067 Betat = 020 Etat=m 157 Betatm 007
s
Job tenure (in years} 1
SFOATS OFleNS. .. . . - coce s oo e e e e mn = m me ms ® & 37 21 —27 8 16 2
6-10 . _ . _ P, 76 y=4 5 10 4 55 ~59 19 4
1-15 . - ... . - - 85 -18 1271, 73 38 16 2
120 . - L. an o e - 82 -4 7 16 7 94 18 2 146
21 0T TNOTE. o & cune cme ceme ma me 93 45 56 0 92 80 a8
, Eia'= 100 Betad=m 045 Etntw 8327  Betal= 054
' i 4
Extent of employmentt )
Fulltime. (... .. ool o ca seer ma cmmae e e e e e - 88 05 95 8 4 18 85 0
Parttime, . __ . . oo . ccem o e - emmam = mmmaa . (O] &) 12 ® ® 48
Etorwm 022 DBetatw 010 Etatw 083  Betat= (23

1 Excludes those for whom c¢overage was not ascertained

2 The sixall nutmber not reperting on this characteristic was ineluded in
.

ber of private workers, especizlly women who had
worked in employment covered by private pen-
sion plans, did not receive pension benefits n
retirement This failure to receive private pension
benefits cannot be explained primarily by the
postponement of benefits until 65 nor by the
absence of early retirement provisions since the
recelpt rates were not appreciably higher among
those aged 65-66 than among those under age 65
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the analyses but not shown here
t Not computed, base fewer than 50

pensmin benefits

Among the covered men nonearners, for ‘example,
74 percent of those aged 65-66, compared with 68
percent of those aged 61-62, received employee
pension benefits 1n 1972 The Jack of vested rights,
withdrawal of employee contributions upon ter-
mination of employment, and bankruptey of the
business or its pension plan are undoubtedly the
mamn factors accounting for the nonreceipt of



TapLE 5 —Receipt of employee pension,! 1972, by wage and
salary workers with pension coverage on longest Job and who
were nonearners Percentage distnibution, by class of worker,
sex, and age

‘Wage and salary workers

Recelpt of employee Private Government
pension and age in 1972
Total | Men :‘:Y o | Total [ Men ‘n‘lr:n
Total
‘Fotal number in sample? 841 i 164 319 220 29
Total percent. ... - --. 100 100 100 100 100 100
Receiving . . . .. 89 72 58 EQ 82 kid
Not receiving.. - .- - - al 28 45 20 18 23
Aged 8162
Total number in sample? 187 160 27 83 47 16
Totalpercent ... . -| 10| 00| (& 00| & o
Recelving . e e - 85 68 6] 79 (] ™
Not receiving .. . - 35 32 * 21 (&) &
Aged 63-84
Total number {n samplet 313 258 B5 106 67 39
Total percent . . .. - 100 100 100 160 100 O]
ﬁg%e;:égﬁ e DT Tt 88 71 58 73 73 é:)
TR - 20| a2 27 27 ]
Aped 65-68
Total number in sample? 441 359 82 150 160 44
Total pereent. . . . 100 100 100] 100] 100 &
Recelving . ... .. . 7 74 56 86 88!
Not recelving ... . .. - 29 26 # 14 2] ®

1V For private workers, private or union pension, for government workers,
government employee or military pension

1 Excludes those for whom receipt of pension was not ascertained

3 Not eomputed, base fewer than 50

Government workers —A much larger propor-
tion of government than private workers collected
benefits from their pension plans i 1972 Eight-
een percent of the men and 23 percent of the
women who were covered nonearners did not,
however, collect benefits from a government em-
ployee pension 1n that year ** The differences n
receipt rates were particularly large among the
women '

Seventy-seven percent of the covered women
nonearners employed n government on therr
longest job received benefits from a government
employee pension 1 1972 Only 55 percent of their
counterparts in private industry received benefits
from a private plan that year Part of this duf-
ference may result from substantial variation in

% Among all nonearners in 1972 the proportions of
private workers receiving private pensions were 42 per-
cent for men and 12 percent for women, for government
workers receiving government employee benefits the pro-
portions were 68 percent for men and 54 percent for
women {See table II in Technlcal Note on page 18}

job characteristics To 1llustrate 34 percent of
all women 1n government, but only to 22 percent
of those mn private industry, had 21 or more years
of tenure on their longest jobs (tables 2 and 4)

Moreover, women in government were much more
likely than those 1n private employment to have
been working on their longest job at the time of
the 1mmitial interview 1 1969 (54 percent compared
with 35 percent)

The two groups also differed substantially on
earmings and occupational level These character-
1sties are related to pension receipt as well as to
pension coverage, and thus, 1t 15 reasonable to
conclude that they explain some of the difference
1 receipt rates Part of this difference, however,
undoubtedly reflects differences m the provisions
and stability of government employee and private
pension plans

Benefits From Both OASDI! and Employee Plans

A majority of the nonearners who were cov-
ered by a private pension on their longest job—
70 percent of the men and 53 percent of the
women—recelved benefits from both a private
pension and the OASDHI system in 1972 (table
6) 1 A sizable number, however, recerved QASDI
benefits only 26 percent of the men and 42 per-
cent of the women

Like private wage and salary workers, a major-
ity of government employees who were covered
nonearners recelved benefits from both sources n
1972 This was particularly true of State and
local government employees, but as many as 50
percent of the Federal civil servants recerved
benefits under both systems ** Since most Federal
civihan employees are not covered by the social
security program as a result of their Government
service, these workers earned OASDHI coverage
on jobs outside the Federal Government

i i

= Receipt of QOASDI benefits in 1972 and the size of
those benefits were ascertained from the master bene-
ficlary record of the Soclal Security Administration

18 A pecent Social Security Administration study of
Federal civil-service annuitants showed that 44 percent
received OASDI benefits in 1974 This proportion is lower
than that obtained from the RHS because it is based on
annuitants of all ages, not just on those in thelr early
to middle sixtles See, Danifel N DPrice and Andrea
Novotny, “Federal Civil-Service Annuitants and Social
Security An Update,” Socal Securiy Bulletin, No-
vember 1977
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Taerx 6 —Recerpt of employee pension! and OASDI benefits, 1972, by wage and salary workers wath pension coverage on longest

job and who were nonearners Percentage distribution, by elass of worker and gex

'
]

‘Wage and salary workers :

Private Government
Type of benefit
. , , \ Total . f Men Women
Total [ Men | Women
Totalt | Federal %E’Ztﬁ/ Total? | Federal Slf,%?l/ Total? Fe:‘leral Slf)%gel/
Total number {n sampled. 941 ki 'l 319 101 161 220 84 " 99 17 62
Total percent .. ~ . . 100 160 100 100 100 100 100 100 100 100 &) 100
Employee pension and 0ASDI 67 70 53 [} 50 84 82 52 a8 80 0 51
Emgloyee engfon only.. .. . . 2 2 2 19 a3 14 20 30 15 17 ‘4 13
QABDI only .. - 29 26 42 18 11 19 14 12 16 204 4 b2
None ... . - e e . 2 2 3 4 [ 2 4 [ 3 3 g vz

¥ Bee table 5, footnote 1
¥ Includes those for whom employing unit was not ascertained

A smaller proportion of employees 1n govern-
ment than 1 private industry received OASDI
benefits only Eleven percent of the Federal
civilian workers and 19 percent of the State and
local government workers were 1 this situation
Most of the Federal employees who received only
OASDI benefits probably left the government
before retirement and withdrew their contribu-
tions from the pension plan Others may have
terminated their Federal employment before serv-
ing the & years required for vesting, and a few
may have had temporary employment status and
therefore were not covered by the civil service
retirement system

The above data suggest that for wage and
salary workers covered by a pension on their
longest job, & reasonably good chance exists that
they will receive retirement benefits both from
an employee plan and the QOASDI program As
mndicated earhier, however, substantial propor-
tions of the wage and salary workers studied
here—45 percent of the men and 71 percent of
the women—were not covered by a pension on
their longest job ,

Among all nonearners aged 61-66 1n 1972 who
were wage and salary employees on their longest
job, the proportions with dual retirement benefits
are less encouraging Of this group, 48 percent of
the men and 21 percent of the women received
OASDI benefits plus benefits from an employee
pension plan, whether private or government (see
Technical Note, table III on page 17). If only
private wage and salary workers receiving both
OASDI and private pension benefits are con-
sidered the proportions are 42 percent for men
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* Excludes those for whom receipt ofernployee penslon was not ascertalned
4 Not computed, base fewer than §0

and 12 percent for women Thus the notion that
OASDI benefits will be supplemented 1n retire-
ment by benefits from employee pensions 1s not
presently a reality for the majority of completely
retired older persons '

-

Longest Job Characteristics

Among those who worked on jobs covered by a
pension plan, what characteristics of the longest
j0b besides class of worker distinguish those who
recelved benefits 1n retirement from those who
lost out? Regrettably, this analysis must be re-
stricted to men private wage and salary workers
because of an msufficient number of cases among
women private workers and government workers
of both sexes

Together, the longest job characteristics under
study explain 16 percent of the variation 1n pen-
sion recelpt among covered men nonearners who
were employed 1n private industry (table 7) To
judge from the Eta? and DBeta® statistics, recency
of the longest job and annual earnings rate are
the most mmportant predictors of pension receipt.
Given the high proportion of men whose earnings
rate was not ascertainable and the lack of vana-
tion 1 the proportion recerving pensions in the
top three earnings categories, the effect of the
earnings rate on pension receipt 1s subject to
question, however Recency of job—that 18, the
length of time between the 1969 interview and
the longest job—1s positively related to pension
receipt* The more recent the longest job, the
higher the probability of pension receipt Eighty



Tapre 7 —Recerpt of private or umon pension,! 1972, by
male private wage and salary workers with pension coverage
on longest job and who were nonearners Multiple classifi-
cation analysis, by Job charactenstics

Pe;uent Ad
Percent
recelving | justed
Characteristic unad costic- . ac;s g .
justed) jent
Grand mesn (percent receiving) . . 72
8tandard error (In percent} .. - 16
Bampleslzel . .. L. . . o cos s 77
R3, e oo e e e mmm em - = 0 157
Industry
AgTICUIbULe e ve ve ee am e ar cmees (5 ] 01
Minlng_ . . . oo o oo . - - ) (B 51
Construction . . e e e e A ) ] 59
Manufacturing . 75 0é 61 9
Transportation Commun[cation “and
public utilities - - - - 72 —-26 143
Wholesale and retail trade _. ] (4] 63
ginafme , inslirance, snd real estats,  __ (%) [U] 36
ervice
Professional and related._ - - (%} ] 10
Otheraci. ae ee _ ce = ;ee we = an (%) [U] 17
Etatw 0168  Betat= 014
Oceupation
Professionsl and technfeal . _ __ _ B1 33 ' 82
Managers and officjals . . - . 66 —10 7 116
Clerleal _ _ - o e = - 82 98 84
Sales __. . e- - Q] ® 28
Craftsmen and foremen .. . . . . 76 26 29 5
Operatives_. . _. . . .- - 71 § 324
Bervice - . . . oo o aeee - e - [¢] Q] 33
Laborers. .. e, (3 (2) 57
Farm, all type8 o ve oo 0 coeen on » ® ® ¢
Etat= 087  Belat= 0i8
Annusl earnings rate
Lass than $2 000 (3 Q] 08
2,000-3 999 __ 3 O} 28
4,0005,999 . __ 68 —4 4 12 4
6,000-7 499 - . - 81 46 21 2
7.;00—9999 e e e e e e e 80 32 277
10 000 or more. ce e e e P 80 64 21 9
NOt 850Ttansd. oo o - oo ee oo oo 41 =103 13 4
Eia?= 11§  Belo= 048
Recency (year left job) 4
Still working in 1969 . ... . . . .. 80 80 56 0
1966-69 . - . . . o mm - - 75 12 210
106285 __ .. ... - — e e - 6 99
1955-61 . 42 =24 2 68
1054 07 €Il emvne e oe oo w e en O] ] 60
i I3
Elag*= 118  Betatm 070
Job tenure {in years) ¢
Byearsorless .. . . ceee . vam  we wn ® E’) 33
6-10... . . e e e o e o e ® 1) 26
N-15 _ of an o o e opee 59 -3 2 94
16-20 en mem e e e m e am = = 70 16 130
ZLOTIONE . - . oo e e e - . T 10 701
Etwt= 052  Bele’= 00}
Extent of employment ¢ '
Full time R_ﬁ_ e o e e e oma - 72 06 95 4
Part time ._.._ e e mmee = - ] ® 1
Elot= (082 ' Beta'= (05
Age in 1972
61-62 . 68 —-31 206
. s - w -12 332
— - 4 22 46 2
Etal= 0058 Belat= 002

1 Excludes those for whom receipt of pension was not, ascertained

2 Not computed base fewer than 5¢

3 Not significant at 0 0o

4 The small number not reporting on this characteristic were included in
the analyses but not shown here
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percent of the covered nonearners still employed
on the longest job as of the 1969 interview, for
example, compared with 66 percent of those who
left the job between 1962 and 1965, received re-
tirement benefits from a private pension 1n 1972

These data on job recency provide some support
for the argument that the absence of vesting pro-
visions In pension plans 1s a major factor that
contributed to the loss of pension benefits by
persons who retired before ERISA’ implemen-
tation The statistics on tenure suggest that strin-
gent vesting requirements—many years of service
needed before benefits become vested—also con-
tribute to the loss of pension benefits The Eta?
of 052 indicates some relationship between tenure
on the Iongest Job and pension receipt Specifically
the proportion of retirees recerving a private
pension 1ncreased steadily with increases in years
of service Fifty-nine percent of the covered men
nonearners 1n private mdustry with 11-15 years
of service on the longest job, 70 percent with 16—
20 years, and 77 percent with 21 or more years
recerved private pension benefits m 1972 !

INCOME FROM EMPLOYEE PENSIONS

i

Income From Employee Pension Alone

Workers whose longest job was 1n government,
whether at the Federal (civilian) or State and
local level, had substantially higher pension in-
comes than those 1n private mdustry (table 8)
Among covered men nonearners recelving an em-
ployee pension m 1972, for example, the median
meome derived from the pension was $4,290 for
government employees and $2,230 for private
wage and salary workers Federal civil servants
recelved slightly higher pensions than State and
local employees

Women whose longest job was m private 1n-
dustry had substantially lower income from a
private pension mn 1972 than did men The median
pension ncome of those receiving a pension was
$1,200 for women and $2,230 for men Among
government workers, on the other hand, the
median pension income of women ($3,650) was
only shghtly lower than that of men ($4,290)
These sex/1mcome variations withm class of work-
er may reflect stmilar variations in earnings rates

¥ “  SOCIAL SECURITY



TaeLe 8 —Income from employee pension! and from OASDI benefits, 1972, by wage and salary workers with pension coverage
on longest Job and who were nonearners Percentage distrbution, bv elass of worker and sex

‘Wage and salary workers with—
Emplo}ee pension Employee pension and OASDI benefits
Men Women Men Women
Income
, Government Government
Covern
Private Private Private Private | Govern-
Totals | Federal Sat:(tie ment ! motals | Federal Sat.ag]e ment 1
arvilian 1oeal eivillan 10281
Total number in sample 558 178 €9 ki 90 76 558 178 89 78 90 76
)

Total percent .. . .. 100 100 106 100 100 100 100 100 100 100 100 100
Less than $500 . . b 2 4 1 12 & 9 1 1] 1 1 [
6OD-099 e e maa 11 4 1 5 29 4 (O} 1 3 0 0 Q
1,000-1,499  _ 12 4 1 ] 19 4 1 1 ) 1 0 0
1,500-1 999 _ - e 16 4 1 4 13 4 1 2 3 1 7 0
2000-2499 _ | -— - 11 7 3 10 10 9 * 3 ] 3 4 19 5
2,000-2,999 .. _ _ __ - 10 11 13 10 L] 13 7 6 4 4 12 ¢
3,000-3 999 _ _ - 13 14 14 13 4 17 26 1n 13 13 32 13
4000-490% . .. __ 8 14 17 3 4 6 22 20 19 20 19 26
5,000-5,999 . . .. - ] i2 19 12 1 9 17 18 23 13 1] 12
6,000-7,490 . ____ _ . . 4 10 7 14 L] 12 14 12 13 10 3 21
7,600-9,909 _ _ - - 2 9 g 9 0 5 7 12 10 18 0 10
10,000 or more . . .. 2 10 9 8 1 1 3 13 1 4 1 + 3
Medisn income ® . _ - $2 230 $; 290 34 580 $4 000 $1,200 $3 650 $J 860 $5 810 $5 180 $3,400 3 340 $4,850
9o-percent confldence inter

valofmedians. .. _ 2 050~ 8 860- 4 00— 5 £30- 1 600~ 8,060~ £ $60- PR 4,680= 4 800~ 8,060- £ 500-

£ J10 4,710 &, 860 §,170 I 470 4 250 £,130 5,610 & 100 €, 460 3,620 5,680

1 See table 5, footnote 1
* Includes the Armed Forces Federal civilian and Btate local workers,
and those for whom employing unit was not ascertaimed

and the fact that earmings are often mncluded n
the benefit formulas of employee pension plans

The benefits of all Federal civihan employees,
nearly all State and local employees, and shghtly
more than half of the private wage and salary
workers are based on some combination of earn-
mgs and years of service ™ The remammg plans
generally base benefits on length of service alone
or provide a flat benefit to all who fulfill specified
service requirements The data i table 9 show
that among recipients of a government employee
pension the earnings rates of men and women
were quite similar but that among private pension
recipients the rates for women were substantially
lower than those for men

Although men and women government em-
ployees receiving a pension earned at the same
level, they differed on tenure on the longest job
(table 10) Seventy-two percent of the men com-
pared with 50 percent of the women had 21 or
more yeats of government service These differ-
ences 1n tenure may explain why women govern-

T wWilliam ¢ Greenough and Francis P King, Pension
Plans and Public Policy, Columbla Umiversity Press,
1976, page 124, Harry E and Arnold Strasser, op cuf,
table 3 and pages 51-52
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! Excludes those for whom income was not aseertalned
4 Less than 0 5 percent
* Computed from 15interval distribution, rounded to nearest $10

ment employees recerved shightly lower pensions
than men Interestingly, women who received a
private pension had about as many years of
service as ther male counterparts These sim-
larities, however, apparently could not compen-
sate for the substantial earnings differences and,
as a result, the private pension benefits of women
were markedly lower than they were for men

TaeLE 9 —Annual earmings rate on longest job for covered
nonearners receiving an employee pension,! 1972 Percent-
age distribution, by class of worker and sex

P

Wage and salary workers
Annusl earnings rate Private Government
Men | Women Men | Women
Total number in sample _ B15 85 150 65
Total percent ~ _ . .. 100 100 100 100
Less than $2,000 . e e ® 0 0 2
2,000-3,9%9 [, 1 21 5 ]
4,000-5,9%% e e ae e 13 H 14 14
6,000-7,409_  _ - - - - 26 22 29 28
7 500-9,909% - 33 10 22 29
10,000 ormore  _. . ... . 26 2 28 17
Median earnings .. . - 8,840 85,800 87,800 &7 850
95 percent confidence interval of
medjan . e me - = 7,880~ 4,810~ 7.140= 8,700~
8,480 b 730 8,300 8,100
1 Bee table 5, footnote 1
? Less than 0 5 percent
13



TasLE 10 —Job tenure on longest job for covered nonearners
recerving an employee pension,} 1972 Percentage cistribu-
tion, by class of worker and sex

Wage and salary workers

'Tob tenure {in years) Private Government

. Men | Women Men | Women

Total number in sample . __ 556 89 177 75
Total pereent .. ... .. . 100 100 100 100
Sorless . ..... _ . . aas s 2 1 2 5
610l ool i om e oo - 2 2 3 9
115 cee ¢ am ee v mee = e [ 8 7 12
1620 . 0 . o o el ae - s 13 19 18 24
210F MOPO. nun - ca cm - e 76 70 72 50

1 Bee table 5, footnote 1

1

Employee Pensions Combined With OASDI

Benefits |

Most private and some State and local govern-
ment pension plans are “mtegrated” with the
social security program, but the Federal civil
service retirement system 1s not When the sys-
tems are integrated, the employee pension benefit
recelved upon retirement may be reduced by some
fraction of the OASDI primary insurance amount
(PIA). The monthly benefit, for example, may
equal 1 percent of average pay for each year of
service, reduced by 50 percent of the individual’s
PIA Alternately, the employee benefit may be
accrued at different rates above and below the
OASDI maximum taxable earnings ceiling For
.each year of service, a pension plan may provide
a benefit equal to 2 percent of annual earnings
above the OASDI taxable maximum earnings and
1 percent of annual earnings up to the celling

Participants in private pension plans are some-
what more likely than participants m Govern-
ment employee plans to have their benefits nte-
grated with social security * Therefore, the lower
pension 1ncomes of private wage and salary
workers may result partly from such differences
m integration

An alternate explanation for the higher gov-
ernment pensions 1s that some government retire-

# gee Raymond Schmitt, “Integration of Private Pen-
gion Plans with Soclal Security,” in Issues in Financing
Retwrement Income (US Congress, Joint Eeconomic
Committee), Studies in Public Welfare, paper No 18,
93d Cong, 2d Sess , Joseph Krislov, State and Local
Government Relirement Systems, 1965 {(Research Report
No 15), pages 10-13 and table 4, Office of Research and
Statistics, 1965, and Bureau of the Census, op ¢, table
10

"

ment systems—most notably the Federal eivil
service retirement system—do not provide dual
coverage under an employee plan and the
OASDHI program Such systems do provide
higher benefits than private plans to compensate
for the lack of OASDI coverage

Private and government workers’ combined
1972 retirement incomes from employee plans and
OASDI were compared to see 1f integration or
compensation were factors The data in table 8
show that government workers still have the
higher income when benefits from both retirement
systems—rather than from the employee plans ®
alone—are considered but that the income gap
1 much smaller Among covered men nonearners
who received an employee pension in 1972, the
difference m median mncome was $2,060 when an
employee pension alone was the ineome source
This difference narrowed to $750 when mcome
was from both systems Corresponding differences
among women were $2,450 and $1,510

The data suggest, then, that differences m the
size of government employee and private pen-
gions are partly due to the mtegration and/or
compensation factors Another possible explana-
tion for higher government pension benefits 13
that they are more likely to have been adjusted
for inflation Among women, the higher combined
mcome of government workers 1s further ex-
plained by their higher earnings and the fact that
the OASDHI program and some employee plans
base benefits on earnings.

SUMMARY AND CONCLUSIONS

Data from the Retirement History Study in-
dicate that employee pensions are a critical part
of retirement income ** In spite of this, a majonity
of the older persons represented in the RHS
sample were not covered by a pension plan when
they worked and most did not receive pension
income when they stopped working Of all per-
sons who had ever worked, 45 percent .were cov-
ered by a pension on their longest or most recent
job and 39 percent on their longest job only The
likelihood of coverage was greatest among gov-
ernment workers Federal civilian employees had
higher coverage rates than State and local em-

® goe Alan Fox, “Work Status and Income Change,

1968-72 Retirement. History Study Preview,” Socal
Security Bulletin, December 1078

SOCIAL SECURITY



ployees, and the rates for both groups were sub-
stantially higher than those for private wage and
salary workers

Women, particularly those employed in the
private sector, were less ikely than men to have
been covered by a pension on their longest job
In general, they were more Likely than men to
have had those job characteristics associated with
low coverage rates and, in addition, they had
lower coverage rates when equated with men on
mdividual job characteristics

Among both private industry and government
workers, the annual earnings rate was the most
mmportant single predictor of coverage on the
longest job Part of the relationship between
earnmgs and coverage, however, appears to have
resulted from the effect of the other job factors
studied—industry, occupation, tenure, recency of
job, and extent of employment—on earnings In
fact, these other job factors combined explam
the greatest amount of varation mn coverage be-
cause of both their direct effect on coverage and
their effect through earnings

A substamal proportion of the older workers
who had stopped working by 1972—those with no
earmings—did not receive employee pension -
come 1n that year Among nonearners who had
been covered by a pension on their longest job,
nonrecelpt rates ranged from a low of 18 percent
among men government workers to a high of 45
percent among women private workers Lack of
vested rights and the withdrawal of contribu-
tions at termination of employment may partly
explain why so many covered workers receive no
pension mncome upon retirement The theory that
OASDI benefits will be supplemented by mncome
from employee pensions was not, in general, a
reality for retired persons

Government workers fared better than private
workers When 1ncome from employee pensions
was combined with income from the OASDI
program, the differences mn mcome between pri-
vate and government workers were smaller than
when only employee pension income was exam-
ned

In sum, adequate retirement mcomes are heavily
dependent on mcome from employee pension plans
particularly among nonmarried persons Unfor-
tunately, most retired persons do not have access
to such meome and must rely on their socal
security benefits alone :
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Technical Note

THE SAMPLE

The sampling frame for the Retirement His-
tory Study (RHS) 1s the same as that used by
the Bureau of the Census for its Current Popu-
lation Survey «(CPS})?° Sample members were
persons living in households that had last par-
ticipated 1n the CPS before February 1969 They
were men 1n all marital-status categories and
women who, at the time of sample selection, had
no husband 1 the household In any month the
CPS panel consists of eight groups of households
selected up to 18 months previously The oldest
of these rotation groups is dropped and replaced
by 2 new one each month

Nineteen of these discontinued CPS rotation
groups were used for the Retirement History
Study Information was gathered from sample
members and their spouses by Bureau.of the
Census 1nterviewers, usually in late spring of
the survey year In 1969, 11,153 interviews were
completed, 10,169 were completed 1n 1971; and
9,423 m 1973 (The 1971 and 1973 figures nclude
surviving widows—245 and 495, respectively )

]

SAMPLING VARIABILITY .

A measure of the sampling variability of an
estimate 1s given by the standard error of the
estimate Generally speaking, the chances are
about 68 out of 100 that an estimate will differ
from the value given by a complete census by less
than one standard error, The chances are about
95 out of 100 that the difference will be less than
twice the standard error

Table I gives approximate standard errors for
the estimated percentage of individuals with a
certain characteristic Linear interpeolation may
be used to obtain values not specifically given
To derive standard errors that are applicable to
a wide variety of items, a number of assumptions
and approximations were required As a result,
these standard errors provide an indication of

* For a general but somewhat dated description of the
CP8, see Bureau of the Census, The Current Population
Survey—A Report on Methodology (Technical Paper
No 7), 1963 See also Marvin M Thompson and Gary
Shapiro, “The Current Population Survey An Overview,”
Annals of Economic and Soctal Measurement, April 1973
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TasrLe I —Appromumate standard errors of estimated percentages

Estimated percentage
8ize of base - .
2 or 98 5or95 8 or 92 10 or 90 15 or 85 20 or 80 250175 30 or 70 40 or 60 50
T 81 s 48 80 686 78 B8 2 100 108 10
. e = = a m oo 22 34 42 47 58 62 67 71 76 78
100, T, 15 24 30 i 33 ' 39 44 48 50 54 55
20ee an o o em omee = - 11 . 17 211, 23 28 31 34 36 38 39
&
800 v o i e am o e e 9 14 17 14 23 25 28 29 i1 32
50 . . . 7 11 13 15 18 20 21 22 24 24
BOO . oLl o o - e - 5 8 10 12} 14 16 17 18 19 19
LA - . ol o h e ee e 4 ! 6 8 - 10 11 12 13 14 14
3000 L. L. L oal e e el 3 P4 5 [ 7 8 9 9 10 10
5,000 - .. an = - 2z 3 4 & G 63 7 7 8 8
8000 - ... L. o - .- 2 3 ' 3 4 4 5 & ki) ] ]
1000 . . . - . . 2 F 3 3 4 4 5 5 1) L}

) £

the order of magnitude rather than the precise
standard error for any specific item

To make a rough determination of the statis-
tical sigmificance of the difference between two
mdependent percentages, the following procedure
may be used Find estimates of the standard errors
of the percentages in question, using table I
Square these standard errors to get variances
and add the variances Take the square root of
this sum to get the standard error of the differ-
ence If the absolute difference between the two

percentages 1n question 18 greater than twice the '

standard error of the difference, they are said
to be significantly different from one another
at the 5-percent level

The percentiles of a variable’s distribution are
values below which a standard percentage of units
of the sample lies In particular, the 50th per-
centile 1s known as the median, and the 25th,
50th, and 75th percentiles are known as quartiles

TaBLe IT —Pension coverage on longest job, by receipt of
pension, 1972, for wage and salary workers who were non-
earners Number, by class of worker and sex .

. Wage and salary workers
Pension coverage, by recelpt Private Government '
Men Women Men Women
Total numbet in sample . 1,521 008 280 150
Covered [ - 803 164 235 01
Receiving
Anyitype - - o .. . B75 5 189 81
Private or union . R 558 90 13 &
Government employee or p
military .. - . .. . 27 6 180 76
Not receiving any type . .. 203 Lt} 32 18
Naot covered e - e . 718 739 40 46
Recelving
ANV t¥Pe . oo - eee aee 125 70 12 8
Private or union - - B4 21 4 1
Government employee or
military. - - 41 49 10 5
Not recerving any type 581 658 23 39
Not nscertained. .. _ - 0 0 5 3
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of the distribution Estimates of these values are
subject to sampling variability that may be
estimated 1 the following way and used to cal-
culate confidence mtervals for the percentiles m
question '

(1) Using the appropriate base, determine from
table I the standard error of the percentile in ques
tion—for example, the standard error of a 50 percent
characteristic

(2) Tor 05 percent confidence "limits, 'add to and
subtract from the desired percentile twice the stand-
ard error found in step 1

(3) On the cumulated distribution of the variable
in question, find by linear interpolation the values
that correspond to the hmits In step 2 These values
are the 93-percent confidence limits for the percentile

MULTIPLE CLASSIFICATION lANAI.YSIS

Multiple classification analysis {(MCA), a type
of dummy variable multiple regression, shows the
category means'and the overall ability of each
predictor vamable to explamn variation m the
dependent variable both before and after adjust-
ing for the effects of all other predictors It also
shows the combined effect of the predictors on
the dependent variable The specific MCA sta-
tistics presented 1n this article are ' described
below .

Sample size —The number of cases in the analysis
excluding those for whom the dependent varlable
was not ascertained 3
GQrand mean —I1f the dependent variable is a dichot-
omy, the grand mean s the proportion of all persons

B Tor more detall, see Frank M Andrews et al, Aul-
tiple Clugsification Analysis A Report on a Computer
Program for Multiple Regression Using Categorical Pre-
dictors, Ann Arbor Institute for Social Research, Uni-.
versity of Michigan, revised 1973
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Tasrr 111 —Receipt of OASDI benefits and employee pen-
sion,! 1972, by wage and salary workers who were nonearners

Number, by class of worker and sex

Wage and sslary workers
Receipt ol QASDI benefits
and employes pension Private Government
Men Women | Meon | Women
Total pumber in sample .. 1,521 908 280 150
Receiving OASDI beneflts_., _ 1 393 70 213 123
Receiving employee pension . 680 152 154 7l
Not receiving employes pen
ston.. - e m e o-- 679 802 48 50
Not ascertained - # 18 1n 2
Not receiving OASDI benefits 128 138 87 27
ﬁectelvimiz eimployee] pension 20 13 50 18
ot receiving employee pen-
sien .. - l_) Y RN 105 125 14 8
Not ascertamed _.. _. . 3 0 3 1

GOVERNMENT WORKERS

1 Represents private, unlon, gevernment employee, or military pension

with a score of 1 (that is, the proportion covered by
a pension}

R* (multiple correlation coefictent squared)-—An
estimate of the amount of variation in the dependent
variable explained by all predicter variables com-
bined

Unadjusied category meen —1I1f the dependent vari-
able is a dichotomy, the unadjusted category mean
Is the proportion of persons in each eategory of each
predictor variable with a score of 1 on the dependent
variable, unadjusted for the effects of the other
predictor variables

‘Adjusted coeficient —The amount of deviation of
the adjusted category mean {adjusted for the effects
of all other predictors) from the grand mean The
adjusted coefficients can be used to arrive at a pre-
dicted average score on the dependent variable for
individuals with any combination of job characteris-
tics This is done by summing the adjusted coeff-
cients for each category of interest and adding that
value to the grand mean 'The adjusted coefficient
can also be used to obtaln the adjusted category
mean for each category by adding it to the grand
mean

Percent of cases —The proportion of all cases in the
sample that falls in each category of each predictor
variable

Eta®—An estlmate of the overall ability of each
predictor variable to explain variation in the depend-
ent variable unadjusted for the effects of the other
predictors

Bete® —An estimate of the overall ability of each
predictor variable to explain variation in the depend-
ent variable adjusted for the effects of the ofther
predictors

. ]

(Government workers have been classified by
type of government employer on the longest job

in the following categories
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Type of povernment worker Number
Total number in sample oo ei comama__ 1,113
Federal civilian and postal employees ... 276
In public administration .o cmemen - 248
In other activities - - 28
Armed Forces _ - ——— 46
State and local employees .o ooooooo 653
In public administration e 171
In eduecation - - 316
In other activities __ - 166

Not ascertained __ —— 138 °

The government employer of those workers 1n
agencies whose primary mndustrial activity was
public admmistration and those m the Armed
Forces were determined directly from the Bureau
of the Census three-digit mdustrial code 'The
three-digit industrial code for workers employed
by agencies engaged 1n all other industrial activi-
ties, however, gives no imdication of the type o
government employer '

The assignment of these latter workers to a
government employer category was based on the
three-digit industral code n conjunciion with
the distribution of government workers by type
of government and industry in the 1970 Census
If 90 percent or more of all government workers
m an industry were employed by a particular
type of government, according to 1970 Census
data, then all government workers in the RHS
study 1n that industry were assigned to that gov-
ernment employer category If fewer than 90
percent were employed by a single government
umit, no assignment was made and type of gov-
ernment employer was deemed not ascertainable

According to the 1970 Census, for example, 98
percent of all government workers in agencies
engaged 1n elementary and secondary school edu-
cation were employed by State and local govern-
ments Therefore, all 263 of the government
workers engaged 1 this imdustral activity were
assigned to the State and local government (edu-
cational activity) category In total, 46 percent of
all government workers 1n the RHS sample were
assigned to a specific government employer unit
by the use of this method Forty-two percent of
the workers were 1n public admmistration, and
the remaining 12 percent were not assigned to
a category.

“ Burean of the Census, 1970 Census of Population,

Special Reports Industrial Characteristics, PC{2)-TB,
table 37, June 1973
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