PENSION PLAN PARTICIPATION AMONG MARRIED COUPLES

by Irena Dushi and Howard M. lams*

We present descriptive statistics on pension participation and types of pensions among married couples, using
data from the 1996/2008 Panels of the Survey of Income and Program Participation and Social Security admin-
istrative records. Previous research has focused on pension coverage by marital status, but has not examined
couples as a unit. Because couples usually share income, viewing them as a unit provides a better picture of
potential access to income from retirement plans. Our analysis compares 1998 and 2009 data because substan-
tial changes occurred in the pension landscape over this decade that could have influenced the prevalence of
different pension plans, although we observe modest changes in participation rates and types of plans over the
period. We find that in 20 percent of couples, neither spouse participated in a pension plan, in 10 percent, the
wife was the only participant,; and in 37 percent, the husband was the only participant.

Introduction

Employer-provided pensions and retirement plans
constitute one of the pillars of income at retirement in
the United States, while Social Security, own savings
or assets, and earnings are the other pillars. Evidence
shows that among people aged 65 or older, account-
ing for all sources of family income, about 45 percent
receive income from a pension or an annuity (SSA
2012, Table 2.B1), and two-thirds of that share receive
income from a private pension. Among people aged 65
or older, income from pensions constituted one-

fifth of their retirement income in 2010 (SSA 2012,
Table 10.1). Thus, investigation of workers’ participa-
tion in employer-provided pensions or retirement plans
is important in understanding retirement income of
future retirees.

Defined benefit (DB) pensions are funded by
employers and traditionally provide a guaranteed
monthly payment at retirement for the worker and if
elected, for their surviving spouse. Thus, the employer
assumes the funding and investment risk during the
accumulation phase and the longevity risk during
the distribution phase. Defined contribution (DC)
plans, on the other hand, are investment accounts
funded mainly by employees (often with matching

contributions from employers) during their working
lives who are responsible for investing their contribu-
tions. After retirement, workers are also responsible
for managing and drawing down their account bal-
ances (Mackenzie 2010). Thus, the type of retirement
plan available is important given plan differences in
risks assumed during the accumulation and distribu-
tion phases.

This article presents descriptive statistics on the
overall participation in employer-provided pension
plans by plan type among married couples over a
decade, from 1998 to 2009. The private sector’s pen-
sion environment during this period was characterized
by a continued shift from traditional DB pensions
to DC retirement accounts. This decade saw a rising
prevalence of employers “freezing” their DB plans
while also establishing new DC plans or increasing
the employer match to current DC retirement plans
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and thus shifting the risks and responsibilities for
retirement from employers to the employees (GAO
2008; Mackenzie 2010; Anguelov, lams, and Purcell
2012). Furthermore, the 2006 Pension Protection Act,
which permitted employers to automatically enroll
their employees into DC plans, is likely to have had
an impact on this trend. In addition, during the Great
Recession of 2007-2009, the decline in the financial
markets led to sharp declines in retirement account
balances, whereas the drastic increase in unemploy-
ment led to decreases in participation and contribu-
tions to DC plans and increases in loan activities from
those accounts. These changes revealed more clearly
some of the causes that may derail employees in DC
plans from accumulating sufficient funds for retire-
ment (Gorton and Metrick 2012; Utkus and Bapat
2011, Figure 1; Butrica 2012; GAO 2012; Haaga and
Johnson 2012; Johnson and Butrica 2012). Finally,
the decade was a period when women’s labor force
participation declined particularly among unmarried
women, those with no children, and women with
more than 16 years of education (Macunovich 2010),
which is likely to translate into lower participation in
pension plans.

Evidence from previous research indicates that
almost half of wage and salary workers participate
in an employer-provided pension or retirement plan
(Munnell and Sunden 2004; Copeland 2009, 2010;
Purcell 2009; Gustman, Steinmeier, and Tabatabai
2010, Table 5.1). The common findings are that par-
ticipation is higher among full-time workers, those
with higher earnings, and those who work for larger
firms. In addition, participation is higher among older
workers, men, married people, whites, and those with
higher levels of education.

Few studies estimate participation in retirement
plans among couples. Those that do find that the par-
ticipation rate of couples as a unit is higher than when
looking at married men and women separately (lams
1995, Table 5; Mackenzie and Wu 2008). Using data
from the pension modules of the 1984 and 1993 Panels
of the Survey of Income and Program Participation
(SIPP), Iams (1995, Table 5) estimated that about
75 percent of married women aged 40—54 and their
husbands participated in a pension plan through their
current or previous job. The participation rate was
lower when looking at married women’s own pensions
(33 percent and 40 percent, respectively in 1984 and
1993) and married men’s own pensions (66 percent
and 60 percent, respectively in 1984 and 1993). Using
data from the 2004 Survey of Consumer Finance,

Mackenzie and Wu (2008, Table A.6) found that

60 percent of working couples had pension coverage
through their current job and 66 percent had cover-
age from their current or previous job (the authors do
not provide separate estimates for married workers).
In sum, previous research on trends in pension par-
ticipation and pension type in general underestimates
pension coverage of married workers by omitting
coverage available through the spouse.

Data

The data for this analysis come from the 1996 and
2008 Panels of SIPP, which are matched with informa-
tion from Social Security administrative W-2 records.
We restrict the sample to respondents and spouses
with matching administrative records. Retirement plan
characteristics are collected in years 1998 and 2009,
respectively, for the 1996 and 2008 SIPP Panels. The
samples for this analysis consist of full-time wage

and salary workers aged 25—-60 who were either not
married or married with a spouse present.! We cre-

ate a couples unit comprised of married men work-
ing full time and merge their wives’ information to
their records.

We identify pension participation and the type
of plan by combining respondent-reported informa-
tion in the SIPP with information in the W-2 records
regarding tax-deferred contributions for the same
year. Using information from W-2 records, previous
research has shown that respondents misreport either
whether they participate in a plan or the type of plan
they participated in (see Dushi and Honig (2008);
Dushi and lams (2010); Dushi, [ams, and Lichtenstein
(2011)). Following Dushi and Iams (2010), we adjust
respondents’ reports and plan types as appropriate.
Thus, respondents who according to W-2 records
have positive tax-deferred contributions are defined as
participating in a DC plan. In cases where a respon-
dent reported not participating in a pension plan but
W-2 records indicate that the respondent made a tax-
deferred contribution, we assign him or her as par-
ticipating in a DC plan. In cases where a respondent
reported participating in a DB plan and W-2 records
indicate that the respondent made a tax deferred
contribution, we assign him or her as participating
in both types of plans (DB and DC).? In cases where
a respondent reported participating in a DC plan but
the W-2 records indicate that he or she did not make
tax-deferred contributions in the last 3 years, then we
assume the respondent misreported his or her plan
type and thus we assign that person as participating
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in a DB plan (see Dushi and Honig (2008); Dushi and
Iams (2010); Dushi, Iams, and Lichtenstein (2011)).}

Results

Participation rates in employer-provided pension
plans were relatively constant between 1998 and
2009 (Table 1). Among all full-time workers, about
two-thirds participated in a pension plan in both
years. Nonmarried workers, both men and women,
were less likely to participate in a pension plan than
were their married counterparts. About 72 percent of
married men (with spouse present) working full time
participated in a retirement plan in 1998 and 20009.
Similarly, 72 percent of married women (with spouse
present) working full time participated in a pension
plan in 2009, an increase of about 5 percentage points
from the 1998 participation level. As expected, the
participation rate is higher when looking at couples
as a unit of analysis instead of just looking at married
workers. Both in 1998 and 2009, about 80 percent of
couples had at least one of the spouses participating
in a pension plan, an increase of about 10 percentage

points compared with looking at married men and
married women separately. This suggests that the
typical analysis that focuses on married workers
without considering coverage of their spouses is likely
to underestimate the participation rate in pension or
retirement plans from which the couples are expect-
edly going to draw their retirement income.

An important aspect of retirement security is the
type of plans from which workers are expecting to
draw their income. About 20 percent of nonmarried
full-time workers in 2009 participated in a DB-only
plan, compared with about 25 percent in 1998. About
25 percent participated in a DC-only plan and around
16 percent participated in both types of plans in 2009,
compared with about 21 percent in a DC-only plan
and 14 percent in both types of plans in 1998 (Table 1).
Among married men, the proportion participating in
a DB-only plan decreased from 26 percent in 1998 to
21 percent in 2009, while the proportion participat-
ing in a DC-only plan increased from 24 percent
to 29 percent, respectively. Similar trends to those
for married men are observed for married women,

Table 1.

Percentage distribution of pension plan participation and plan type among full-time workers aged 25-60,

by marital status, 1998 and 2009

1998

2009

With pension by
pension type

With pension by
pension type

Without DB DC Without DB DC
Marital status ® pension| only| only| Both| Total| Total N| pension| only] only] Both| Total| Total N
All workers ® 34 25 23 18 100 22,515 32 22 27 20 100 23,364
Nonmarried
Men 42 24 21 13 100 3,596 43 20 23 15 100 3,796
Women 38 25 22 15 100 4,374 36 21 26 18 100 4,580
Married
Men, separately 28 26 24 21 100 8,729 28 21 29 22 100 8,718
Women, separately 33 25 24 18 100 5,816 28 24 28 21 100 6,270
Couples as a unit © 20 25 22 34 100 8,729 20 20 25 36 100 8,718

SOURCE: Data are from the Survey of Income and Program Participation matched with Social Security administrative records.

NOTES: Samples are from the 1996 and 2008 Panels of SIPP matched with Social Security administrative W-2 records. The sample
excludes self-employed workers. Percent values may not add to 100 because of rounding. Participation in a DB plan is defined based on
whether respondents reported being included in a DB plan or whether they reported being included in a DC plan, but their W-2 record
indicated they did not contribute to a plan in the last 3 years. Participation in a DC plan is defined according to the presence of a positive
contribution in the W-2 record. For those who reported being included in a DB plan and the W-2 record indicated they made a tax-defined
contribution, we assign them as being included in both a DB- and DC-type plan.

a.
married individuals with spouse present.

pensions.

The nonmarried category includes those who were never married, divorced, widowed or separated. The married category includes all

The sample of all workers includes all nonmarried workers and married men (with spouse present) and their working spouses.

Couples as a unit consist of full-time working married men with spouse present. Pension participation takes into account both spouses'
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although their level of participation in DB-only plans
stayed more constant at about 25 percent in both 1998
and 2009.

About 20 percent of married workers were cov-
ered by both a DB and a DC plan in 1998 and 2009.
However, looking at couples as a unit, the proportion
participating in both types of plans increased to about
35 percent in 1998 and 2009. Thus, it is clear that
when considering couples’ joint participation in pen-
sion plans, more than one-third are expected to draw
their retirement income from both a DB plan (at least
potentially in the form of an annuity, if elected) and
from a DC account (which is more liquid and can be
drawn down depending on individual choices).

Among couples in both 1998 and 2009, 20 percent
did not participate in a pension through either spouse,
whereas 80 percent participated in a pension through
either the husband or the wife (Table 2). About one-
third of couples had both spouses participating in a DB
pension or a DC retirement plan. In 2009, 8 percent of
couples had the wife as the sole participating spouse,

whereas 37 percent had the husband as the sole par-
ticipant in the household (10 percent and 39 percent,
respectively in 1998).

Among couples, 55 percent in 1998 and 60 percent
in 2009 had at least one of the spouses contributing
to a DC plan (Table 3), although the prevalence of
contributing was higher among husbands. Thus, of
the 60 percent with at least one spouse contributing in
20009, only in 18 percent of couples were both spouses
contributing to a DC plan, whereas in 32 percent
the husband was the only contributor to a plan, and
in the remaining 10 percent the wife was the only
contributor to a plan. A similar pattern is evident for
1998, although the proportion of couples where both
the husband and wife contributed to a DC plan was
4 percentage points lower than in 20009.

Looking at the annual W-2 contribution amounts
(expressed in 2009 dollars, Table 4), it is evident that
both the mean and median tax-deferred contributions
have increased between 1998 and 2009 for all workers,
while contribution rates were relatively similar.* As

Table 2.
Joint percentage distribution of spouses' pension participation and plan type among couples,®
1998 and 2009
Wife's pension
Husband's pension Nonel DB only DC only Both plans Total Total N
1998
None 20 3 3 2 28 2,529
DB only 15 6 3 2 26 2,310
DC only 13 3 6 2 24 2,061
Both plans 11 3 4 4 22 1,829
Total 59 15 16 10 100 8,729
Total N 5,129 1,355 1,379 866 8,729
2009
None 20 3 3 2 28 2,429
DB only 11 5 3 2 21 1,857
DC only 14 4 8 3 29 2,503
Both plans 11 3 3 5 22 1,929
Total 56 15 17 11 100 8,718
Total N 4,893 1,326 1,505 994 8,718

SOURCE: Data are from the Survey of Income and Program Participation matched with Social Security administrative records.

NOTES: The samples are from the 1996 and 2008 Panels of SIPP matched with Social Security administrative W-2 records. The sample
excludes self-employed workers. Percent values may not add to 100 because of rounding. Participation in a DB plan is defined based on
whether respondent reported being included in a DB plan or whether they reported being included in a DC plan, but their W-2 record

indicated they did not contribute to a plan in the last 3 years. Participation in a DC plan is defined according to the presence of a positive

contribution in the W-2 record.

... =not applicable.

a. Couples as a unit consist of full-time working married men with spouse present.
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Table 3.
Joint percentage distribution of spouses' contribution to DC plans among couples,? 1998 and 2009

Wife contributes to a DC plan

Husband contributes to a DC plan No| Yesl Total Total N
1998
No 46 10 56 4,899
Yes 30 14 44 3,830
Total 76 24 100 8,729
Total N 6,665 2,064 8,729
2009
No 39 10 49 4,286
Yes 32 19 51 4,432
Total 71 29 100 8,718
Total N 6,214 2,504 8,718

SOURCE: Data are from the Survey of Income and Program Participation matched with Social Security administrative records.

NOTES: The samples are from the 1996 and 2008 Panels of SIPP matched with Social Security administrative W-2 records. The sample
excludes self-employed workers.

. = not applicable.

a. Contribution is defined as having a positive contribution amount in the W-2 record. Couples as a unit consist of full-time working married
men with spouse present.

Table 4.
Annual contribution amounts and contribution rates to DC plans, by sex and marital status, 1998
and 2009

1998 contribution ? 2009 contribution ®
Amount ($) Rate (%) Amount ($) Rate (%)
Contributor Meanl Median Meanl Median N Meanl Median Meanl Median N
All workers ° 3,008 2,064 6.3 52 8,472 4,611 2,600 6.5 52 10,351
Nonmarried
Men 2,795 1,966 6.1 52 1,114 4,068 2,298 6.1 50 1,441
Women 2,227 1,426 5.6 48 1,464 3,083 1,673 5.3 42 1,974
Couples °©
Husband separately 3,469 2,571 6.4 56 3,830 5,697 3,528 6.7 55 4,432
Wife separately 2,309 1,500 6.7 52 2,064 3943 2,188 6.9 52 2,504
Jointly ¢ 3,891 2,637 5.0 43 4705 6,655 3,861 5.6 45 5322

SOURCE: Data are from the Survey of Income and Program Participation matched with Social Security administrative records.

NOTES: The samples are from the 1996 and 2008 Panels of SIPP matched with Social Security administrative W-2 records. The sample
excludes self-employed workers.

a. Estimates are conditional on making a contribution in year 1998 and 2009 for each SIPP Panel respectively, the year when the
information in the pension module was collected. Thus, the estimated mean and median contribution amounts exclude zeros (that is,
those who do not contribute). Monetary values are in 2009 dollars.

b. The sample of all workers includes all nonmarried workers and married men (with spouse present) and their working spouses.

c. Couples as a unit consist of full-time working married men with spouse present. The husband's sample and the wife's sample are
conditional on making a contribution.

d. Joint contributions are estimated for couples as a unit where at least one of the spouses makes a contribution.
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expected, couple contributions were higher than hus-
band or wife contributions separately, and they have
increased substantially over the period from a mean
of $3,891 in 1998 to $6,655 in 2009 and a median of
$2,637 in 1998 to $3,861 in 2009. This increase is not
only because husbands’ contributions increased over
the period but also because the proportion of wives
contributing to a DC plan increased (Table 3), and con-
ditional on contributing, wives’ annual contribution
amounts increased both at the mean and the median
(Table 4).

When we look at the distribution of the wife’s con-
tributions as a proportion of total family contributions
(Table 5), among couples where at least one of the
spouses contributes to a plan, we notice that 56 per-
cent of wives in 1998 (and 53 percent in 2009) did not
contribute to a plan and the husband was the sole con-
tributor. Conversely, 18 percent of husbands in 1998
(and 17 percent in 2009) did not contribute to a DC
plan, and the wife was the sole contributor in the fam-
ily. Among couples where both spouses contributed to
a plan, for a majority of wives, their contribution share
ranges from 26 to 75 percent of total family contribu-
tions. Among couples where both spouses contributed
to a plan, both at the mean and the median, the wife’s
contribution comprised about 40 percent of the total
family contribution in 1998 (42 percent in 2009;
authors’ calculations, not reported in the table).

Conclusion

The decade between 1998 and 2009 saw many changes
related to retirement plans, including expanded access
to DC plans, DB-plan freezes, expanded autoenroll-
ment into DC plans after the implementation of the
2006 Pension Protection Act, and the Great Reces-
sion of 2007-2009. Using Census Bureau SIPP data
matched with Social Security administrative records,
we examine participation in employer-provided retire-
ment plans by plan type among couples where both
spouses are present and the husband is a full-time
wage and salary worker aged 25—60. We focus par-
ticularly on measuring participation by specific plan
type for married couples rather than married work-
ers separately because couples share their retirement
income, regardless of whether those contributions are
through the husband or the wife.

Our findings show that the participation rate is
much higher among couples as a unit than when look-
ing at married men and married women separately.
While about 30 percent of married men with a spouse
present did not participate in a plan both in 1998 and
2009, when we accounted for their spouses’ participa-
tion we found that in only 20 percent of couples did
neither spouse participate in a pension plan. In about
10 percent of couples in 2009, the wife was the only
one participating in a pension plan compared with

Table 5.

Wife's tax-deferred contribution to a DC plan as a percentage of the total family contributions among
couples where at least one spouse contributes, 1998 and 2009

1998

2009

Among those with
both spouses

Among those with
both spouses

Percent Overall contributing N Overall contributing N
0° 56 e 2,641 53 e 2,818
1-25 7 26 303 8 25 403
26-50 11 45 527 12 38 632
51-75 6 23 285 8 27 427
76-99 2 6 74 3 10 152
100° 18 875 17 890

Total 100 100 4,705 100 100 5,322

SOURCE: Data are from the Survey of Income and Program Participation matched with Social Security administrative records.

NOTES: The samples are from the 1996 and 2008 Panels of SIPP matched with Social Security administrative W-2 records. The sample

excludes self-employed workers.

... =not applicable.

a. This category is comprised of couples in which the husband contributes to a DC plan, but the wife does not.

b. This category is comprised of couples in which the husband does not contribute to a DC plan, but the wife does.
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about 37 percent of couples where the husband was
the only one participating. Regarding participation
and contributions to a DC plan, 60 percent of couples
in 2009 had at least one of the spouses contributing to
a DC plan. In half of those couples, the husband was
the only one contributing. Among couples where both
spouses contributed to a plan, the wife’s contribution
comprised around 42 percent of the total family con-
tribution both in 1998 and 2009. In sum, we find little
change in participation rates and in the prevalence of
plan types between 1998 and 2009. Given the major
changes affecting retirement plan participation and
types of plans offered by employers, further analysis is
needed to investigate the reasons behind the stability
in participation rates over this decade.

Notes

Acknowledgments: The authors would like to thank
Susan Grad and Paul Davies for their comments.

' Our definition of the nonmarried category includes
respondents who reported being single, divorced, separated,
or widowed; it does not include those reporting being mar-
ried with spouse absent.

2 We measure DC contribution amounts as the amount of
earnings that were tax-deferred to retirement plans, which
is reported in a separate field in the W-2 records.

3 Gustman, Steinmeier, and Tabatabai (2010, chapter 7),
using data from the Health and Retirement Study, report
that many respondents cannot accurately identify their
retirement plan type, although they often can identify
being in a plan. We use the presence of a positive tax-
deferred contribution in the W-2 record to indicate DC-plan
participation. Although in some plans employers contribute
even if the employee is not contributing to the plan, a
majority of employers require employee contributions in
order for those employees to be included in a DC plan, and
then the employers match their employees’ contributions.
Thus, we assign the DB type of plan to respondents who
reported being in a plan but their W-2 record indicated that
they did not have positive tax-deferred contributions in the
past 3 years.

4 Note that if respondents choose to contribute a given
percentage of their earnings to DC plans, then any increase
in earnings will lead to an increase in contribution
amounts, but not in contribution rates. While the participa-
tion rate in DC plans has increased over this period, it may
not necessarily translate into increased contribution rates
for the most recent sample, particularly if new employees
are automatically enrolled in plans with relatively low
default contribution rates.
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