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INTRODUCTION

Over the past 22 years, a series of supplementary questionnaires were added to the Current
Population Survey (CPS) to collect data on the pension and health plan coverage of workers. The
first of these surveys was conducted in 1972. The timing of more recent surveys has evolved
toward a 5-year collection cycle, with supplements conducted in 1979, 1983, 1988, and most
recently in 1993. Whilc these surveys have focused primarily on pension plan coverage, more
recent surveys have contained an increasing number of questions on health plans.

This report presents the initial findings from the latest CPS supplement conducted in April 1993,
Comparisons with findings from the carlier surveys are also included. The 1993 supplement was
co-sponsored by four federal government agencies—the Department of Labor, the Social Security
Administration, the Small Business Administration, and the Pension Benefit Guaranty
Corporation.

The report 1s organized into six sections.

+ Section A summanizes the key findings and contains a brief descriptive analysis of the
survey results.

« Section B contains tables on coverage rates under empioyment-based pension plans.
» Section C focuses more specifically on coverage rates under 401(k) plans.

» Section D contains tables on lump sum distributions from pension plans.

+ Section E has tabulations on Individual Retirement Accounts (IRAs).

» Section F contains tabulations on health plan coverage rates.

A technical appendix is included at the end of the report explaining the definitions and
methodology used to produce the tabulated numbers.

Sections of the report are focused on the groups of workers for whom the analysis is most
relevant. The summary tables in Section A show pension and health plan sponsorship and
coverage rates for public and private, full-time and part-time workers. Pension plan coverage
rates are not a major issue among public sector workers, with 85% of full-time government
employees receiving pension coverage. Thus, Sections B and C primarily address coverage rates
for private wage and salary workers. Tabulations in Section D show lump-sum distributions based
on pension coverage under prior jobs received by all workers in the labor force (ages 25 to 64)
who are either currently or formerly employed. Section E tabulations cover all employed workers
with [RAs. Finally, given the focus on universal coverage contained in a number of health care
reform proposals, Section F tabulations show health plan coverage rates for all wage and salary
workers, with separate breakouts for private and public sector workers.
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HIGHLIGHTS OF THE PENSION FINDINGS

*

Pension coverage! rates of private wage and salary workers increased from 42% in
1988 10 43% in 1993, Coverage of full-time workers increased from 48% 10 50%.

The overall increase in coverage in the private sector from 1988 (o 1993 resulted from
an increase in pension plan participation arnong women workers, a continuation of a
trend evident since 1972,

The reversal of the slight downward trend in pension coverage seen during the 1980s
came through an increase i both effer and acceptance rates under 401(k} plans, which
more than offset a decrease in coverage under other types of plans.

The pension coverage rate among full-time women employees, which wus 38% in
1972, increased 10 44% in 1988 and 10 48% in 1993, In contrast, the coverage rate of
full-time male employees, which was 54% in 1972, decreased to 51% in 1938, and
remained at 531% n 1993,

The increase in the coverage rate of women was Hmited 10 women aged 30 and over,
The coverage rate for full-time wormen workers under 30 was 33% in both 1988 and
1963, The coverage rate for men under 30 dropped from 34% in 1988 t0 31% in
1993,

Pension coverage in service industries increased from 38% in 1988 to 42% in 1993.
Twenty-four% of all private sector pension covered jobs are now held by service
industry workers, an increase from 19% in 1988,

While the coverage rate in manufacturing industries increased slightly from 653% in
1938 (0 66% in 1993, a decrease in total manufaciuring jobs from 1938 10 1993
caused the share of total pension covered jobs held by manufactuning industry workers
to decrease from 38% in 1988 10 33% in 1993,

The increase in coverage in services primanly benefited women, wha hold 55% of all
pension covered service industry jobs, While coverage of males employed in services
also increased, this was offset by a loss in pension covered manufacturing jobs, 72% of
which are held by men.

In 1983, only 3% of all full-time private wage and salary workers participated in a
401{k) plan. By 1993, 27% participated in a 401(k) plan. Over this same period,
coverage under other types of plans decreased from 47% to 33%.

Part of the decline in coverage for younger workers since 1979 can be attribuied 10 the
increasing availability of caverage under 401(k) plans rather than other types of plans,
which generally do not require employee contributions.

¥The toom "coverage” as sed in this report is defined as participation in any type of employment-based plan
providing retirement bonefits, including defined benefits plans, 4G14k) type plans, deferred profit-sharing, and

stock plans.
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When offered a 401K plon, 48% of gt private wage and salury workers under 30
eluvtad voverage compared 10 72% of workers 30 and over in 193,

The offer rate of 4IHK) plans o all private wage and workers inereased from 25% in
FURE 10 15% in 1993,

Ameong thase Tor whor $0HEK) plan coverage was svadiable, the participation ra
increascd from 609 in 988 0 67% in 1903,

The 4000k} plan offer rate was 36% for mon contpared 10 33% for women in 1993
For the group of workers offored a plan, 7% of men were cavered comparnd (0 62%
of women.,

Three-fourths of wlf private wage and splary workers covered by pension plang in 1993
reporied that they were vesied. The vesting rate was similar for both men and women,

The 5% coverage vite for full-time private sector workers rersained far bohind the
B3% voverage rate for public sector workers in 19493,

Eleven percent of all workers aged 25-64 reported receipt of o preretirement lusip-
sumn distribution from the pension plan of a prior employer. The median amount
received (in 1993 dollars) was $3,840.

About 3 out of 1) recipients spent all the money they received; about 2 cut of 10 put it
all into retirement savings: and an additional 35% saved or invested it all in some other
form.

Preservation of lump surs was directly related to the amount received. The median
distribution reecived by those who put it into retirement savings was 39,300, The
median amount received by those who spent it alf was $1.800.

The trend over time 18 toward more saving and less spending of preretirement fump
surms. Of payments received before 1980, only 6% were pul into retirement savings,
for the peried 1980- 1986, the comparabie rawe had increased w0 15%; and in the period
since 1986 fwhen the tax treatment of lump-surm distributions was modified), the
retirement savings rate had increased to 27%.
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HIGHUIGHTS OF THE HEALTH FINDINGS

*The percentage of rployees weeeiving bealth coverage from theie owa ciaployor Bas slectined signilicantly
freamn 65% ol all wape and salary workers by 1988 46 G19% fn 199, This decing has ocoured almost enlively
Agng Prival seCl0n workers whnge coversge under emplayer 's;xmsorc{% phans deaclined fom 62% of these
workees (0 38% during fhig period, Public sectors workers experienced only @ one percentage potat dron,

In 1993 about 33% (37 million) of wage and salary workers did not receive any heslih benefits from thelr
cmployer. Nearly one half of these (16 million workers), reported ao health insurance from any source. The
Mareh 1993 CPS data indicates (hat these workers and their dependenis reprasent most of the estimated 39
millon uginsured,

¥ Among workers not covered by thelr employer’s plan, about One half elacted not (0 be covered and 38%
reported hat tisy were ineligible. The majority of those electing not to be covered {about three-fourths) did so
because they were covered by another plan. Thess findings indicaled that very few workess who elected not (o
receive fealth benefits from their employer did not have insuranoe from fany other source.

The deciine i covecage occurred among workers in all size calegories nf firmis on essentially gn equivalant
haisis betwoen 1988 and 1993, 18

* The majority of workerg continued o wark for firms that sponsored some type of heslih benefits plan, The

- percentage of workers whose employer sponsored a plas, however, declined from about 81% in 1928 w0 78%
in 1993,

* Substantial differences remained between workeres ig large and small Srms in the level of employer
spoasarship of health benelit plans, In 1988, about 60% of workers in fioms with fewer than 100 employess

tepanasd that thelr employee sponsored 3 plan. In 1993, 54% of workers in these smal] firms provided o simila
ICSCHEE.

Workers in the smallest firms, those with fewer than 25 workers, continued (0 have gubstantfally lower access
10 health benefits and much lower rates of coverage by thelr own emplover, The coverage rate among thess
workers declined from 358 to 335 between 1979 and 198810 31% in 1993,

Warkers in firms with more than 100 workers continued their steady deching in coverage, from 83%ia 1979 €

T3% in 1993, this represems 3 gremter proportional drop in covarage for workers in the larger firms eompared
3 sunller firms,

CGrverall, the ralio of workers participating in an'employer plan relative o those working faremployers
sponsoring 4 plan did not change substantially between 1988 and 1993, This indicdles U the coverage

decline was primarily due t dimiaishing sponsorship rather thian increasing numbess of workers declining 10
participate.

Ag observed in provious years, U size of the firm continues (o have 8 Strong relationship with whaether or not
the worker §s insured. Nine{y-tw percest of workers at firmsg with more than $00 workers repocied that their
empioyer provided bensfity, conipared (o only 31% of warkers ko firms with fewer than 10 einployees.

Low wage and part-time werkers, a8 well ag very young and very oid workers, continued 1o be the mast
disadvantaged in the employment based health system, These workers had a much lower fevel of working for
an cmployer who sponsored a plan, and significantd y lower levels of coveraps even when their employer
mrivided beoafits, Much of the difference for these workers was 2 function of #hieir not being eligitls for healt
bevefis fegpesially part-time warkers). Also, workers in this category had slightly lower participatioa rates in
cmployer sponsared nlans,

3 Iy Employez Beaefur Supplerment t9 the TFF is 2 household based survey that provides infoomistion an wesbers, & can only bie usod to detcrming e st
of el erg with coriin (v of el sorissios whe receive teacflis, aot the munber of Hires that e providing tha bes=fts, The (alinkstinns of te pereeatage of
wha s who tecsiva bane i nay dilfer sl o estinesias of e somber of B
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A. OVERVIEW

Health and pension plan coverage arc two of the most basic and popular voluntary benefits
offered by employers. In 1993, 80 % of all wage and salary workers reported that their employer
provided ornc or both of these types of plans to at least some employees (Table Al). Seventy-eight
percent of all workers indicated that their employer sponsored a health plan and 64% reported
sponsorship of a penston or retirement plan. Both health and pension plan sponsorship were far
more common in the public sector, with 94% of government wage and salary workers reporting
the presence of a health plan and 93% the presence of a pension plan. Among private sector
workers, 73% indicated that their employer sponsored a health plan and 58% indicated that their
cmployer sponsored a pension plan.

Sponsorship of a plan by an employer does not guarantee that employees will automatically be
covered under the plan. Employers may legally exclude certain categories of workers from
coverage such as part-time or temporary employces; they may also impose minimum age and/or
service eligibility requirements. For workers eligible to join a health or pension plan, employee
contributions are often required as a condition for coverage. Therefore, the number of covered
workers in a firm sponsoring a plan is generally less than the total number of employees.

Among all wage and salary workers, 61% reported coverage under an employer provided health
plan and 49% reported coverage under an employer pension or retirement plan. As with plan
sponsorship, government workers reported both a higher coverage rate under health plans than
private sector workers (77% compared to 58%) and a higher coverage rate under pension plans
(77% compared to 43%).

Full-time workers in both the private and public sectors were far more likely to have pension and
health plan coverage than part-time workers. Coverage under an employer pension plan was
reported by 56% of all full-time workers compared to 15% of part-time workers (Table A2). The
disparity in coverage rates was even greater under employer health plans, with 70% of all full-time
workers receiving coverage compared to only 16% of part-time workers (Table A3),

While workers without coverage under a health plan provided by their own employer often
receive coverage under another plan such as a plan provided by their spouse's employer, 15% of
all wage and salary employees (16 million workers) reported that they were not covered under
any health plan, including 13% of full-time employees and 24% of part-time employeces.
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B. PENSION COVERAGE RATES

As indlicated in the overview section, pension coverage patterns varied widely between public and
private sector workers. Among full-time workers, 85% of government workers reported pension
coverage compared to 50% of private workers (Table B1). Because the demographic and
economic factors associated with high and low pension coverage rates are primarily related to
fuli-time private wage and salary workers, the remaining discussion in this section, as well as most
of the pension coverage tabulations, are focused on this group of workers.

Private Full-Time Wage and Salary Workers

Changes in coverage rates, 1972-1993. The overall pension coverage rate was relatively
stable from 1972 10 1993, Over this period, the rate for full-ime private wage and salary workers
has changed only marginally from the 48% rate found in 1972 te the 50% rate found in 1993
(Table B16), While overall coverage has remained fairly constant, there have been shifis in
relative coverage rates amaong subgroups. There have also been major shifts in the types of plang
providing coverage to workers,

farcent of full-lime private wage ond salary workers pordicipoting in o pension plan
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While coverage of men has decreased from a high of 55% in 1979 10 the 51% rate found in 1993,
coverage rates for women have steadily increased from 38% in 1972 to 48% in 1993. A primary
reason for the increase among women has been an increase in the establishment of plans in service
industries where wornen are disproportionately employed. Coverage rates for men in service
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industries have also increased but this has been oifsel by a lack of growth in high coverage
manufacturing jobs where males are disproportionately employved.

Pension coverage of full-time privade wage and saiary workers under 401¢k) plans and nen-
A1k plans
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Since the passage of the Employee Retirement Income Security Act {ERISA) in 1974, there has
been a trend away from pension coverage under defined benefit plans and toward defined
contribution plan coverage. This trend aceelersted during the mid-1980s as 401K} plans became
increasingly popular. This shiit can now be characterized as a shift from both defined benefit and
non-401(k) defined contribution plans toward 401¢k} plans. In 1983, only 3% of full-time workers
received coverage under a 401(k)} plan compared to 47% under other types of plans, By 1993, the
coverage rate for full-time workers under 401k} plans had increased 1o 27 %, while coverage
under other types of plans had fallen to 33%.2

Unlike most of the more traditional types of plans, 481{k} plans are almost always financed at
least in part through voluntary employee contributions. When offered a 401k} plan, vounger,
lower paid workers are less likely to participate than older workers. The increasing availability of
coverage under 401(k) plans rather than other types of plans, has been an increasingly important
factor in the divergence of coverage rates between workers under 30 and those over 30 (Tabile
B16). In particular, male workers under 25 have been affected by the shift toward sponsorship of
401(k) plans, with coverage rates falling from 34% in 1979 t0 19% in 1993,

2About 10 percent of workers have coverage under both 401k} and another type of plan,
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Pension coverage status of private wage and salary workers
by age, 1993
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Noncoverage of workers in firms with plans. While 63% of full-time workers in 1993
were employed by firms with pension plans, only 50% were covered (Tables B1 and B2). Among
the full-time noncovered workers, 39% were new employees who did not yet meet age and/or
service requirements for coverage (Table B4). For 31% of noncovered warkers, however, the
voluntary decision not o contribute to the plan was cited as the reason for noncoverage. For
those workers {who tended to be younger and have less service than covered workers} the
employer typically sponsored a 401(k) plan.

Factors associated with pension coverage. A number of factors were associated with
high coverage rates, Covered workers were most likely to be employed by large firms in high
wage, unionized indestries. They also tended to be older and have more years of service with their
employer. For example, the coverage rate was only 21% for full-time workers under age 25
compared to 63% for those aged 45-49 (Table BS).

Pension coverage rates were highly correlated with earnings. While only 8% of workers eaming
less than $10,000 were covered, 81% of workers earning $50,000 or more participated in pension
plans {Table B11). When size of firm was examined, pension coverage rates ranged from a low of
13% for workers in firms employing fewer than 10 workers, to 73% for workers in firms with
1.000 or more workers (Tuble B9).

Coverage rates of men and women. Pension coverage patterns of men and women tended

to be fairly similar for workers with similar demographic and economic characteristics. For
example, among workers with 10 to 14 years of employment with a firm, 70% of men and 71% of
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women had pension coverage (Table B6), Among workers caming $50,000-74,999 aonunlly, §1%
of men and 80% of women reported pension coverape (Table B11). Overall, however, $1% of
full-time male workers have pension coverage compared to 48% of women workers.

The primary reasons for the disparity in coveruge rates were that women {ended to be
disproportionately employed in low wage service industries, were less likely to have union
representution, and tended to bave fewer yeurs of service than their male counterparts. Women
had higher coverage rates than men at alf carnings lovels below 335,000 and were generally within
a couple of percentage points of men of earnings levels above $35,000. But 34% of women
earned less than 313,000 compared 10 19% of men. The 21% coverage rate for this low income
group of workers had a much greater negative impact on overall coverage rates for women than
for men,

Dual coverage. Traditionally, large cmployers have tended to provide pension coverage to their
employees under defined benefit plans, while small employers were more likely to provide defined
contribution plan coverage. Also, large employers often provide additional coverage under
defined contribution plans such as profit shuring plans, Employee Stock Ownership Plans
{ESOPs), and increasingly in recent years, 401{k) pluns. In 1993, 23% of private wage and salary
workers with pension coverage reported coverage under two or more plans (Table B13).

The 1993 survey asked workers with pension coverage o identify the specific type of plan(s) they
participated in. Although self-reports of this kind of detsil may not be eniirely reliable, 23%
indicated coverage under a single defined beneft plan, 44% reported coverage under a single
defined contribution plan, and 18% reported coverage under both s defined benefit and defined
contribution plan. The remaining 15% cither didn't know the type of plan they were in, or
reported some other combinalion of coverage,

Defined contribution plans are often thought of as supplementary 1o the more traditional ty defined
benefit plans. However, when workers covered by both types were asked o identify the plan they

considered maost important, 60% indicated that thetr defined contribution plan was most important
{Table B14).

Vesting rates. Among workers with pension coverage, 75% reported that they were vested, or
had a right to eventually receive pension benefits even if their cmployment terminated (Table
B15}. The vesting rate was 76% for men and 74% for women. As expected, vesting rates
increased with years of service, although among participants with only one year or less of pension
service, 53% indicated that they were vested.

Page §



C. 401(k) TYPE PLANS

Among plans providing retirement benefits, 401 (k) type plans are a fairly recent innovation but
have undergone phenomenal growth during the past 10 years, The Revenue Act of 1978 added
Sec. 401¢k) to the IRS Tax Code, effective for taxable years beginning after December 31, 1979
Under such a plan, participants can elect to receive cash payments from their employers or defer
employer contributions on their behalf to a trust. Deferrals are made on a pre-tax basis, with taxes
on earnings also deferred until distribution. Employers generally will contribute a matching
percentage of emplovee contributions o the plan, although a plan may provide for the employer
to contribute on some other basis such as 4 fixed contribution ride, a percentage of profits, or to
muake no contributionss.

Growth of 401({k} type plans, 1883-1993. The establishment of 401{k) type plans in the
private sector initially proceeded at a relatively modest pace, with 7% of workers reporting in
1983 that their employer offered them coverage (Table C1O). Daring the mid-1980s, the pace of
growth increased dramatically, with 25% of workers reporting the availability of a 401(k) plan in
1988, By 1993, 401{k) plan availability further increased to 353% of all private wage and salary
workers,

Percont of privede wage and salary workers offered o 40106 type plon ond covered by o

401(k) type plan
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3The term 401K plan is often used to refer 1o 3 speeific type of plan where the employer matches a percentage of
smplayee salary deforrals. Because Sec. 401(k) does not require employers 1o contribute in this manner in order for
employes contributions 1o be made on 4 tax-deferred basis, all plans providing for employee salary deferrabs are
eeferred to ln the sabalations as "401 () type plans®.
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The coverage rate among workers offered a 401 (k) plan increased from 39% in 1983, 10 60% in
1988 and 67% in 1993. The combined increases in both availability and participation among
workers offered a plan raised the overall 401(k) plan coverage rate umong private wage and
salary workers from only 3% in 1983, to §4% i 1988 and 23% in 1993,

The recent increase in both offer and aceeptance rates under 401{k} plans reversed the downward
trend in overall pension plan coverage scen through the carly and mid-1980s. In the absence of
401(k) plans, coverage under other plans would undoubiedly be higher than the current 33% for
full-time workers because of substitution of other plans by firms adopting 401(k) plans. However,
it is evident that the decling in coverage during the 1980s would have continued if 401(k} plans
were not avatable.

Coverage rates among all wage and salary workers. In 1993, 37% of all wage and
salary workers reporied that thelr employer offered a 401(k) type plan; 65% of these elected
coverage (Tuble CI). This resulted in a coverage rute among all workers of 24%. The percentage
of private wage and salary workers offered a plan (33%) was lower than for government workers
(46%), but the rate of coverage among those offered a plan was higher for private scctor workers
& 1% compared ta S7%.

Among full-ime workers, 41% of both men and women were offered a 401(k) plan. Among part-
time workers, 16% of women and 12% of men were offered a plan. Because a higher percentage
of male workers than female workers are employed full-time, the total percentage of male
workers offered a plan (38%;) was higher than among all women workers (35%). For the group of
workers offered a plan, 69% of men were covered compared to 60% of women.

Private Wage and Salary Workers

As with overall pension coverage rates, 401(k) plan coverage is related to a number of
demegraphic ard economtic characteristics such as age, firm size, and earnings,
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Age. Workers under age 30, and particularly those under age 25, were less likely than older
workers to be offered a 401(k) plan and less hkely to participate when coverage was offered. Only
1'% of workers under age 23, and 35% of workers aged 25-29, were offered 431 (k) plan
coverage compared to 40% of workers aged 30-54 (Table C2). The offer rate decreased for
workers over 54. This resulied, at least in part, from earlier retirement rates among older workers
with plans. The coverage rate among workers offered plans ranged from a low of 34% among
workers under age 25 to a high of 79% for workers aged 53-54.

Firm size, Workers in large firms were most likely (o be offered 401(X) plans (Table C5). While
56% of workers in firms with 1,000 or more employess were offered these plans, only 5% of
workers in firms with fewer than 10 workers were offered such plans. This pattern held for both
men and wornen. On the other hand, workers who were offered a plan in firmis with fewer than 10

workers were more likely 1o be covered than their counterparts in large firms with 1,000 or more

workers (75% versus 68%).

Because of the low offer rate in smali firms, the proportion of all workers covered by a 401(k)
plan varied directly by firm size, with workers in large firms significantly more likely to be covered
by such a plan. This was the case for both men and women.

Annual earnings. Both the offer rate and coverage rate increased sebstantially with earnings.
While only 10% of workers earning less than 310,000 annually were offered a plan and 30% of
those offered a plan were covered, 69% of all workers earning $75,000 or more were offered a
plan and 90% of such workers were covered by the plan (Table C7).
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At all income levels below 550,000, women were more hkely 1o be offered and covered by a plan.
The overall coverage rate for all womcn feli below that of men because a higher proportion of
women were in lower income categories.

Dual coverage. About 38% of all workers offered a 401k} plan were also covered under
another plan (Table C8). The coverage rate of workers offered a 401(k) plan was 63% among
thase in another plan compared to 69% for those where only a 401(k} plan was available.
Regardless of coverage status under another plun, the raedian income of those electing 401(k)
plan coverage was higher than for those declining coverage (Tuble U9)

Contribution rates. Workers participating in 401(k) plans indicated an intent to contribute an

average of §.3% of pay to the plan {Table C10). This percentage was about the same for both
men and wormen, Generally, the contribution raw increased with both income and age.
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D. PRERETIREMENT LUMP-SUM DISTRIBUTIONS

With the shift to defined contribution plans in recent years, there has been increasing policy
concern about preretirement lump-sum distributions. Defined contribution plans typically allow
participants to cash out their accounts when they leave a job—either at or before retirement——and
some studies have suggested that this practice is also becoming more commeon in defined benefit
plans. While such payments have the advantage of "portability,” enabling the worker to transfer
the money to an individual retirement account or, if available, to another employer-sponsored
plan, policy concern has focused on the issue of "preservation” of benefits~—that is, whether lump
sums are actually saved for retirement or are spent in other ways.

Overall receipt. Compared to previous supplements, the 1993 survey expanded the sample for
the questions on lump sums, including an estimated 5.9 million persons aged 25-64 who were
currently unemployed but had previous work experience. This group had a lump-sum receipt rate
almost identical to the 97.4 million persons of comparable ages who were currently employed.
Together, 11.4% of this "experienced labor force” aged 25-64 reported that they had ever
received a lump-sum distribution from a pension or retirement plan on a previous job (Table D1).

Age at receipt. The fact that these lump-sum payments were predominantly "preretirement”
distributions is suggested by the ages at which they were received. Half' were received before the
age of 33 (the median age at receipt), and four-fifths before the age of 45 (Table D1).

Lump-sum amounts. Younger workers also received smaller payments, as might be expected.
For those aged 25-34 at receipt, the median payment was about $2,900 (in 1993 dollars); among
older workers, median payments were substantially higher (Table D3). For recipients as a whole,
the statistical distribution of lump-sum payments was highly skewed, with a large number of small
payments and a small number of very large payments. In this case, the median—about $3,800—
more accurately describes the "typical” payment than does the arithmetic mean (which was about
$10,400).

Uses of lump sums. About 3 out of 10 recipients spent all the money they received; about 2
out of 10 put it all into retirement savings; and an additional 35% saved or invested it all in some
other form. Preservation of lump sums was directly related to age at receipt (Table D3) and to the
amount received (Table D6): the older the recipient and the larger the lump sum, the more likely it
was to be saved. Among those who put all their money into retirement savings, the median
payment was about $9,300; among those who spent it all, the median lump sum was only about
$1,800 (Table D7).

Changing usage patterns over time. Based on the reported years of receipt, the trend over
time has been toward more saving and less spending of preretirement lump sums (Table D4). This
trend was apparently strengthened by the 1986 Tax Reform Act, which imposed a penalty tax on
lump sums that are not rolled over into another tax-qualified retirement plan. Of lump sums
received prior to 1980, only 6% were put into retirement savings; for the period 1980-1986, the
comparable rate had increased to 15%; and in the period since 1986 (when the penalty tax went
into effect), the retirement savings rate had increased to 27%. In addition, as noted earlier, many
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recipients had saved or invested their payments in some other form—investments that may, in
fact, contribute to Income security in retirement,

Rapoded use of ipmp-sum dishibutions

3 sotons 1983
g}—
{1 1980 - 1986
ﬁ_/ 5wz - w08
ab”
354.
ap”
25-/ R A
1-0// '
';5‘/ -
m-/ o i
V/ \ -
5] J .
0. , "y ;| -
Retiramerit sovngs Pt it Business, ey senings Spant

Fiowne, O poid dety

Past recipients, but currently covered. Surely of greatest concern are those lump-sum
recipients who spend their payments and have no other {orm of pension protection. These
persons, however, comprised only 1.5% of the experienced labor force aged 25-64. The majority
of lump-surs recipienls were covered by a pension or retirement plan on their current jobs (Table
D1}, and the coverage rate was highest among those who had taken a lump sum at younger ages,
For example, 38% of those who had recetved thelr payments at ages 25-34 were currently
covered, compared to 44% who took lump sums at ages 45-54. This pattern was also found
among those who had spent their entire payments. Among those who had received their most
recent lump sum before age 25 and spent it all, 62% were covered on their current jobs; among
the comparable group at ages 25-34, 39% were currently covered.
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E. INDIVIDUAL RETIREMENT ACCOUNTS

Individual Retirement Accounts (IRAs) became a popular savings vehicle for many people in the
carly 1980s, when their tax advantages were made available to all taxpayers. Since
implementation of the 1986 Tax Reform Act, however, contributions to IRAs (up to $2,000) can
be fully tax deferred only for persons who are not covered by an employer-maintained retirement
plan or whose adjusted gross income falls below certain phaseout levels. Persons not cligible for
tax-deferred treatment, on the other hand, can still make taxable contributions to an IRA, which
then accumulate untaxed.

The 1993 survey asked two IRA questions of all persons who were currently employed—first, to
determine if they had an IRA in their own names, and second, to determine if their accounts were
“active," with some level of contribution made during the preceding year.

IRAs and active IRAs. Nineteen percent of all workers reported an IRA in their own names—
18% of wage and salary workers and 27% of the self-employed. However, the majority said that
they did not contribute to their accounts in the preceding year. Instead, only 6% of employees and
10% of the self-employed reported such "active™ accounts (Table E2).

IRAs and income levels. As expected, workers contributing to an IRA tended to be
concentrated at higher income leveis. For 1992, 53% of those who contributed to an IRA
reported personal incomes of $30,000 or more (Table E2).

Average contributions. Among those who contributed, the average amount did not vary
dramatically by income level. For workers with total personal incomes of $5,000-14,999, for
example, the mean contribution was around $1,600; among those with incomes of $50,000 or
more, the average contribution was about $2,100. Average contributions also did not vary
dramatically by class of worker. Among wage and salary workers, the average was about $1,700;
for the self-employed, it was somewhat higher—about $1,900 (Table E3).
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F. HEALTH COVERAGE RATES

All Workers

Number of uninsured workers. A considerable proportion of workers remained outside of
the employment based system. The survey indicated that 35% (or about 37 million) of the 107
million wage and salary workers did not report receiving any health benefits coverage from their
employer (Table F11). Nearly one half of these workers (15% of all workers or about 16 million}
reported that they were not covered by any health benefit plan (Table F21),

Characteristics of uninsured workers. The survey data confirmed well documented
correlations between wage levels, firm size and the lack of health insurance coverage. Lack of
insurance from any source was highest among workers at firms of fewer than 10 employees, 32%
of whom report no coverage. The proportion of uninsured workers was somewhat lower (25%)
for workers in firms of fewer than 100 workers. In firms employing 500 or more workers, only
8% of workers reported having no health insurance coverage. (Table F21)

A similar relationship was evident in regard to earnings. Almost 40% of those reporting earnings
below $5.00 had no coverage. Lack of coverage was somewhat lower for workers carning
between $5.00 and $7.50 at 28%. This declined rapidly with increasing wages. Only 3% for those
earning $15.00 or more had insurance from any source.

Change in coverage rates 1979 to 1993. The 1993 survey indicated that there has been a
significant decline in the coverage of workers under employer sponsored health plans. Although
the proportion of public sector workers obtaining health benefits through their employer remained
stable at 77% (an increase from 1979 levels but essentially the same as the previous decade) there
was an acceleration of the decline in private sector worker's coverage. Private wage and salary
workers coverage declined to 58% of workers, a 6 percentage point decrease since 1979. The
majority of this loss of coverage (4 percentage points) occurred in the most recent period between
1988 and 1993. This led to an overall decline of coverage from 65% in 1988 to 61% in 1993
(Table F29). '
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Both public and private part-time workers continued to have coverage rates that are about onc-
fourth those of full-time - workers. Overall 16% of part-time workers reported receipt of health
benefits from their employer in 1993. These rates of part-time worker's coverage have changed
little since 1979. However, because the number of part-time workers has increased over this
period, this represents a greater number of workers (Table F29).

Private Sector Workers

Sponsorship and participation 1988 to 1993. Overall the proportion of private sector
workers eligible and clecting to participate in an employer sponsored plan did not change
substantially between surveys taken in 1988 and 1993 (the only two surveys in the series in which
the relevant questions were included). In 1988, 76% of workers reported working for an
employer sponsoring a plan; 62% reported obtaining coverage. In 1993, the level of employer
sponsorship had declined to 74% and coverage to 58%, indicating that nearly the same proportion
of those working for an employer with health benefits received some coverage in the two periods.

Employer health plan sponsorship and coverage of private wage and salary workers
1988 and 1993
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Change in coverage by employer size 1979 to 1993. The downward trend in health
benefits coverage among private sector workers has not been confined to firms of any particular
size, but has occurred relatively proportionately across all size categories. Workers in small firms
continued to have significantly lower rates of employer coverage compared to those in larger
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firms. However, the magnitude of coverage losses was actually slighily greater for workers in
firms with more than 10 employecs than for the smuller businesses,

Employer spousored coverage of workers in finms with fewer than 25 employers, alter inereasing
slightly from 33% to 35% between 1979 and 1988, declined to 31% in 1993, In the 25 1o 100
worker category the same pattern s evident, an increase from 62% in 1979 to 63% in 1988 and
then a dectine to 36% in 1993, Employees of firms with more than 100 workers experienced o
sumewhat different puttern with ¥ steady decline from 83% coverage in 1979 10 73% in 1993
{Tablc F3.
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Characteristics related to private wage and salary workers' coverage in 1993, The
survey provides considerable detail on the characteristics of workers who were obtuining
insurance from a plan sponsored by their own employer. The data indicated that there were two
dimensions ussaciated with the prevalence of these plans—first, the degree to which employers
sponsored plans, and second, the extent to which workers were eligible and elected 1o participate
i1 those plans.
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Health coverage status of private wage and salary workers under
an employer sponsored plan
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There was considerable evidence that both sponsorship of a plan and coverage were correlated
with several key parameters: employer size; wage and income levels of workers; number of hours
worked; and age of the worker. While there was considerable interaction among these factors,
sinipie tabulations of the data indicated the essentia! relationships. In general, lower wage, very
young workers, very old workers, and workers in small firms had significantly less access to and
lower coverage under employer sponsored plans.

Because of the relatively high rates of coverage smong public sector workers (representing about
20% of all workers}, these relationships were most evident in an unalysis of private wage and
satary workers,

Firm Size. The most direct of these refationships was seen in variations between workers
employed at firms of different sizes. In the smallest firms, those with fewer than 10 workers, ondy
31% of workers reported that their employer provided health benefits. The next size interval, 10
to 24 warkers, indicated a significant increase to 38% of workers. This trend toward greater
sponsorship progressed relative to the firm's size, reaching levels as high as 92% of employees at
firms with more than 500 workers {Table F3), Coverage levels were proportional to the employer
sponsorship rates across firm sizes ranging from 24% of workers in the smalest firms to 75% of
warkers in the fargest {Table FI3).
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These findings suggest that workers at small firms do not differ from those at larger firms in their
propensity to enroll in employer sponsored plans, 1f offered the opportunity. Overall, 78% of
workers in firms that sponsored health plans reported that they participated in the plan. There was
little difference among employees of different firm sizes concerning participation rates—77% of
wotkers in the smallest firms; 72% to 78% in the intermediate sizes; and 80% in fiems above 300
workers participating in plans if one is sponsored by their employer (Table FI0).

Industry. The data also showed significant industry variation in the extent of employer benefit
offers and coverage rates. Employer sponsorship ranged from a low of 42% of workers in the
Agriculture, Forestry and Fisheries category to a high of 98% in Communications and Public
Utilities. As with the firm size, there was little variation in the proportion of those working for an
emplayer who offered benefits and those who participate (Table F4 and Table Fi14).
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Wage Levels. The data suggests a strong correlation between wage levels and the extent of
employer sponsorship. Only 36% of workers earning less than $5.00 per hour were employed by
firms that sponsor health plans. This figure rapidly increased to 62% at wage levels between $5.00
and 37.50 per hour; 86% between $10.00 and $15.00; and 92% of workers earning more than
$15.00 per hour (Table F4),
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The data also showed an increéasing proportion of coverage for workers whose employers
provided benefits as hourly wages increased. This data suggests that income levelshad a
significant influence on both the likelihood of working for an employer who offered benefits and
to the eligibility and the propensity to participate when given the opportunity. At firms sponsoring
benefits, only 39% of workers earning less than $5.00 per hour were covered by the plan, This
increased steadily 10 61% for the $5.00 to $7.50 category, to 90% for those with carnings above
$15.00 per hour (Table F9),

Household Incomes. The relationship of income to offers and coverage was similar, but
slightly less propounced, when viewed in terms of household income. For workers with reported
household incomes below $10,000, 49% of those in firms sponsoring plans are covered by the
plan. This increased to 74% for household incomes of $10,000 te $20,000 and steadily up to 80%
for incomes above $20,000 per year (Table F7).

Hours of Work. The survey data confirm a similar relationship between coverage and hours

worked. Among workers averaging fewer than 20 hours per week, only 42% reported employer
spansorship of benefits, and only 0% of these workers were covered by a health plan. For the 21
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1o 34 hours category, the corresponding levels were 56% offered and 23% covered; for those
reporting 35 hours or more per week, 82% worked for an employer with 4 plan and 70% were
covered (Tuble P4 and Table F14),

Employer healih plan sponsorship and coverage of private wage and salary workers
by hipars worked, 1993
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The number of hours worked appears to be one of the more significant explanatory variables for
coverage among firms offering plans. This is probably because it is closely related to factors such
as income, spousal coverage and eligibility. Only 23% of workers who had fewer than 20 hours
per week for an employer that sponsors benefits were covered by their own employer. This
compares 10 41% working 21 to 35 hours and 85% working more than 35 hours were covered
{Tahic FY1,

Worker Age. Among the demographic variables, age appears (o have correlated most directly
with the health coverage of workers. Age differs from the gconomic characteristics of workers
and employer size, which have a relatively constant positive relationship with coverage. In
contrast, the two ends of the age distribution are associated with lower levels of employer
coverage. Among the youngest workers, those between the ages of 16 and 24, only 56% reported
working for an employer sponsoring a plan with 30% covered by their employer. Workers
between the ages of 25 and 64 reported essentially the same levels of sponsorship, from 76% to
759%, and coverage from 64% to 66% (Table F2 and Table F12). Among workers over the age of
65, 51% work for an employer offering health benefits and 32% were covered.
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This influence of a worker's age as an explanatory variable was equally evident in the incidence of
coverage among workets it firms sponsoring a plan. Only 53% of workers in these firms between
the age of 16 and 24 are covered, between 80 to 84% for ages 25 to 64, and 63% for workers
abwwve 65 (Table F7).

All of these relationships suggest that a major determinant of whether a worker obtains health
benefits is whether or not the firm employing the worker sponsored a plan. Lower wage workers,
waorkers at small firms and part-time workers were much more likely to work in firms that did not
provide benefits and consequently had much lower emplover coverage levels,

There was obviously a great deal of convergence of these explanatory variables because the
correlation of wages, firm size, hours worked and, to a somewhat lesser degree, the age of
workers. However, the data did suggest that some aspect of the lack of coverage was a function
of very young and very old workers and warkers in the lowest wage\income segments having a
sightly lower propensity to zx’:g:z:;::i coverage when offered. All of these relationships can be
inferred from the cross labulations of the vanables (Table F16 and Table F17).

Reasons workers in firms with health benefit plans are not covered. The responses
of workers whose employer sponsored a health benefit plan but who were not covered by it o
questions about why they were not cavered indicated the most common reason was choice.
Among these workers, 51% responded that they had elected vot to be covered by their employer,
However, a relatively small proportion of these workers who elected not to be covered went
without health insurance from another source, Among workers in firms with plans but who were
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not covered 37%, or about three-fourths of those clecting not to be covered, did so because they
had coverage under another plan. The proportion of these workers providing this response
showed little relationship with firm size but increased with age and income (Table F19).

The second most common reason for not being covered, reported by 36% of these workers, was
that they were ineligible or denied coverage. This response was more common among lower wage
and younger workers. Among the youngest workers (aged 16-24), 58% provided this response
and 53% of workers making less than $5.00 per hour said that this was the reason they were not
in their employer's plan. Within each two groups, about two-thirds of workers giving this reason
said that it was because they were part-time workers, confirming the high degree of convergence
of these potential explanatory factors (Table F19).
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Table Al. Employer sponsorship ond employee coverage
under pension and health plans: percentage of all wage ond salary
workers in firms with plans and percentage of workers covered by plans®

- Privale secior whige and ctor wage und

_ All wope and sciary workers scticary wotker: selenry womers
Employer Sponsorshin
Emnplover sponsors holh
noolih ond pension plans &1 85 BA
Empioyer sponsors health
plan only H 18 &
Emplover sponscrs pansion
pian only 3 3 3
Employee Coverage
Employee covered by both
empiover sponsored
hedith and pension plans 43 38 608
Employee covered by heolih
plout only 18 20 8
Employee covered by
pension plan only b 8 8
“The forrn Tsporsoshinn.” oF weed in this repod, refers fo fims providing plans for some or off of thalr amployaes. The 1 “Coveraga” rales 1o workter poricipaolion iy o plan,
SCRINCTE: Emplovas Banalils supplamend fo the Apdl, 1993 Curend Populciion Survey.
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Table A2, Employer sponsorship and employee covenge
under pension plans: perceniage of all wage ond sclory workers in
firms wilh plans and percentage of workers covered by plons

All wage ond solory wokes Privite secior woge ond silthy Woilkes Publie socior woge and soltsy workers

Type of spongontip and coveage fuli-time Full-tirme Panl-time Full-lime
imployer Sponsoship
Ernployer sponsens & pension
planis} &4 &8 43 58 &3 37 #1 94 *
Empiover sponsoss bolh non-
403160 ond 4614¢ fype plons 1.3 19 4 i4 1& 4 28 32 7
Empioyer sponsars anly nons
4310 type plonis) 27 27 28 4 24 2 45 43 54
Employes spontons only 401{K)
Hype plan p:i; 22 i} 21 23 18 18 18 15
Employee Coverage
Emploves coverad by pension
plonis 43 58 15 43 a3 2 77 85 S
Empivyee coverad by bolh non-
4G4} ond 401K byne plons ' H | 2 g {3 2 iz 14 |
Errplovae covered by non-
43140 plon only 25 28 ? 20 23 ? 50 55 23
Empioyes covered by 401K}
W oy 15 i7 4 15 17 4 14 14 )

SOURCE: Ereydoyed hena @ sugyiarant fo g A, 1993 Cumant Popeaiation Survey.
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Table A3. Employer sponsorship and employee coverage
urier heolth plans: percentage of all wage and salary workers
in firmms with ploans ancd percentage of workers covered by plans

