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Retirement Savings and Household Wealth in 2000:
Analysis of Census Bureau Data

Summary

Pensionanalysts referto Social Security, employer-sponsored retirement plans,
and personal savings as the “three-legged stool” of retirement income, but for many
workersat least one of thelegsis missing. Coverage under Social Security isnearly
universd, but access to employer-sponsored retirement plans is limited. Among
wage and salary workers 25 to 64 years old, only 64% worked for an employer that
sponsored aretirement planin 2001. Almost 41 million people between the ages of
25 and 64 worked for an employer that did not offer aretirement plan, and another
12 millionworked for employersthat offered retirement plans, but were not included
inthoseplans. Consequently, only 53% of wage and salary workersbetween theages
of 25 and 64 actually participated in an employer-sponsored retirement planin 2001.
Moreover, more workers participate in savings and thrift plans than in traditional
pension plans that provide a guaranteed lifelong income. A key characteristic of
these savings plansisthat the worker must decide whether to contribute to the plan,
how much to contribute, and how to invest the funds.

Datacollected by the Census Bureau through its Survey of Income and Program
Participation (SIPP) show that during anaverage month in 2000, approximately 113
million people between the ages of 25 and 64 worked for pay, including workers
employed full-time and those who worked part-time, workers in the private sector
and those in the public sector, workers who were self-employed and those who
worked for others. An estimated 47.1 million of these workers (41.8%) owned one
or more retirement accounts, including IRAs, Keogh accounts, 401(k) accounts and
other employer-sponsored savingsor thrift plans. Of these113 millionworkers, 34.8
million (30.9%) owned a 401(k)-type plan, 21.4 million (19.0%) owned an IRA or
Keogh plan (mostly IRAS), and 9.1 million (8.1%) owned both an IRA/K eogh and
a401(k) plan. An estimated 65.6 million workers between the ages of 25 and 64
(58.2%) did not own aretirement savings account of any kind.

Among the 47.1 million workers who owned a retirement savings account of
any kind in 2000, the mean value of all such accounts owned by the workers
themselves was $45,960. The median value of al the workers accounts was
$18,000. (Half of the workers owned accounts totaling more than $18,000 and half
owned accountswith atotal value of lessthan $18,000.) When all of the retirement
accounts owned by the workers and other members of their households were
combined, the mean value was $71,040 and the median value was $31,000. An
estimated 7.0 million workers between the ages of 55 and 64 - 50% of all workersin
thisage category - owned at least one retirement account in 2000. The mean value
of these workers' accounts was $71,910, and the median value was $33,000. The
mean value of al retirement accounts owned by these workers and other members
of their households was $107,040, and the median value was $56,000. The median
value of these workers' household retirement assets - $56,000 - would purchase a
level joint-and-survivor annuity worth just $332 per month at current rates of interest.
When those who owned no retirement accounts are included, 75% of workers 55 to
64 years old lived in households with retirement savings of between zero and
$56,000 in 2000.
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Retirement Savings and Household Wealth
in 2000: Analysis of Census Bureau Data

Background: America’s Aging Population

The aging of the American population and the impending retirement of the
“baby boom” will place significant strains over the next several decades on both
Social Security and on retirees’ own financial resources. The decline in birth rates
since the 1960s, coupled with longer life spans, will result in fewer workersrelative
to the number of retirees. Consequently, Social Security benefits will have to be
financed by aworking population that is shrinking relativeto the number of retirees.
With continued increasesin averagelife expectancies, retireesinthe 21% century will
have to stretch their savings and other assets over longer periods of retirement than
were experienced by their parents and grandparents.

Americans are living longer then ever before. The average life
expectancy of Americans born in 1960 was 69.7 years. It has been estimated that
those who were born in 2000 will live for an average of 76.4 years.! A man who
reached age 65 in 1960 could expect to live another 13 years, while a woman who
turned 65 had aremaining life expectancy of 16 years. A man who reached age 65
in 2000 could expect to live another 15.6 years, while a woman who turned 65 in
2000 had aremaining life expectancy of 19.4 years. As more people live into old
age, the age-profile of the popul ation will shift. In 1960, 16.7 million peoplein the
United States (9.2% of the population) were age 65 or older. In 2000, there were
35.0 million Americans age 65 or older, representing 12.4% of the population. By
2025, according to projections made by the Bureau of the Census, there will be 62
million people age 65 or older, comprising 18.5% of the U.S. population.

These demographic trendswill strain the components of the traditional “three-
legged stool” of retirement income: Social Security, pensions, and personal saving.
The Social Security Board of Trustees has esimated that the Social Security trust
fund will be exhausted by 2041 unless actions aretaken to preserveit.? Pensionsare
the second largest source of income among theel derly, after Social Security, but only
half of al workers in the United States have pension coverage through their jobs.
Moreover, the traditional pension that provides alifelong annuity is becoming less
common. Today, more workers participate in savings and thrift plans than in
traditional pension plans. A key characteristic of these savings plans is that the
worker must actively participate, deciding whether to contribute to the plan, how
much to contribute, and how to invest the funds. Workers who do not choose to
save, or who savetoo little, may face straitened circumstancesin retirement.

'U.S. National Center for Health Statistics, Vital Statistics of the United States.

?Social Security and Medicare Boards of Trustees, Status of the Social Security and
Medicare Programs: A Summary of the 2002 Annual Reports, Washington DC, March 2002.
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Saving, Wealth, and Retirement

According to awidely held theory of savings behavior, individuds plan their
spending and saving over long periods, and the principal reason that they saveisto
provide for consumption during old age®> Of course, people also save for other
reasons to make a down payment on a car or home, to finance their children’s
education, or to have funds available in the event of job loss, for example.
Nevertheless, providing for one’s retirement is one of the strongest motivations for
saving.

Social Security and employer-sponsored pension plans both are forms of
retirement savings. Although Social Security payroll taxes are not set aside in
individual accounts for the workers from whom they are collected, they entitle each
participant to receive benefits when he or she reaches the age of eligibility or
becomes disabled.*  Traditional defined benefit pensions aso are a form of
retirement savings, even though these plans are usudly financed entirdy by the
employer. Economic theory suggests that each dollar that the employer contributes
to the company pension plan represents adollar that otherwise would have been paid
to workers aswages or other benefits. Today, many workers participate in defined
contribution plans to which the employer and the employee both contribute funds.
These contributions, too, represent retirement savings.

Personal saving not only helps individuals to provide for consumption during
retirement, it al so contributesto the pool of fundsavailablefor investment inphysical
plant, capital goods, research and devel opment, worker training, and other activities
that promote economic growth. By contributing to the growth of the economy,
saving helps to raise the level of personal income, which in the long run makes the
cost of financing retirement programslike Socid Securityrelativey lessburdensome
onworkers. Personal saving representsjust one source of funds availableto finance
investment. Businesses, governments, and foreigninvestorsal so are sourcesof funds
for investment. Businesses save when earnings are retained for future investment,
rather than being distributed as dividends to shareholders. Governments save when
they run budget surpluses. Foreign investors supply savings whenever they invest
more in the United States than Americansinvest abroad.

¥ SeeFranco Modigliani’ sNobel Prizelecture“LifeCycle, Individud Thrift,and theWealth
of Nations” in the American Economic Review, vol. 86 no. 3, (June 1986).

* Some Social Security reform proposal swould establishindividually-owned accountsto be
funded by “carving out” part of the payroll tax to be diverted to each participant’ saccount.
In any case, the long-term unfunded liability of Social Security will need to be addressed
by tax increases, benefit cuts, or by investing some of the trust fund in potentially higher-
yielding (but more volatile) private-sector assets.
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Recent Trends in Personal Saving

Table 1 shows disposable personal income, personal saving, and the savings
ratefor selected years from 1960 to 2001.° In recent years, the personal savingsrate
(the percentage of personal disposable income not devoted to current consumption)
has declined substantially. Whether the recent decline in the personal savings rate
will eventudly reducetherate of growth of the economy isamatter of debate among
economists. Some believe that the persona savings rate is a flawed measure of
saving becauseit focuses only on savingfrom current income - ignoring increasesin
wealth that result from capital gains - and because it reflects only the savings
behavior of households and thus does not take into account the savings behavior of
businesses and government. Other economists consider the problem to be serious,
in part becausethelow rate of saving by householdsinthe U.S. increasesour reliance
on foreign investment, which represents aclaim by other nations on the productive
output of the economy. To the extent that the profits generated by foreign capital are
repatriated to the countriesthat werethe sources of thefunds, thisform of investment
contributes less to long-run economic growth in the U.S. than would result from an
equal amount of investment financed by domestic saving.

Table 1. Personal Income and Personal Saving, 1960-2001
(Amountsin billions)

Disposable
Personal Personal Savings

Year Income Saving Rate

1960 $366.2 $26.4 7.2%
1965 498.9 42.7 8.6%
1970 736.5 69.5 9.4%
1975 1,181.4 125.2 10.6%
1980 2,019.8 205.6 10.2%
1985 3,086.5 282.6 9.2%
1990 4,293.6 334.3 7.8%
1995 5,422.6 302.4 5.6%
1996 5,677.7 2721 4.8%
1997 5,968.2 252.9 4.2%
1998 6,355.6 3015 4.7%
1999 6,618.0 160.9 2.4%
2000 7,120.2 2015 2.8%
2001 7,393.2 169.7 2.3%

Source: U.S. Department of Commerce, Bureau of Economic Analysis

®> Disposable personal income is personal income minus taxes and non-tax payments.
Personal saving is disposable personal income minus personal consumption expenditures,
interest payments, and personal transfersto persons outside the United States.
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Congress and Retirement Saving

Congress has acted several times over the years to encourage workers to save
for retirement, mainly by alowing income taxes to be deferred on amounts that
workers and/or their employers contribute to certain types of savings plans
established to prepare for retirement. For example:

e The Technical Amendments Act of 1958 (P.L. 85-866) added section 403(b)
tothelnternal Revenue Code, which authorized deferral of taxes on employer
and employee contributions to retirement plans for empl oyees of reigious,
charitable, educational, research, and cultural organizations.

o The Self-Employed Individuals Tax Retirement Act of 1962 (P.L. 87-792)
authorized Keogh Plans (after Rep. Eugene J. Keogh of New Y ork), tax-
deferred retirement savings plans for people who are self-employed.

e The Employee Retirement Income Security Act of 1974 (P.L. 93-406)
authorized Individual Retirement Accounts (IRAS) in which digible
contributions and investment earnings are tax-deferred.

e The Taxpayer Relief Act of 1997 (P.L. 105-34) authorized the Roth IRA,
which accepts only &fter-tax contributions but provides for tax-free
distributions.

o The Revenue Act of 1978 (P. L. 95-600) added section 401 (k) to the Interna
Revenue Code. Both the employer and employee can make pre-tax
contributions to these retirement plans, and earnings are tax-deferred.

o The Revenue Act of 1978 also added section 457 to the Internal Revenue Code
to permit state and local government employees to defer income taxes on a
portion of salary that is deposited into a retirement plan.

The “Economic Growth and Tax Relief Reconciliation Act”. OnJune
7, 2001, the President signed the Economic Growth and Tax Relief Reconciliation
Actof 2001 (*EGTRRA”). Thislaw increased the maximum annual contribution to
an IRA to $3,000 in 2002, 2003, and 2004; to $4,000 in 2005, 2006, and 2007, and
t0 $5,000in 2008, after whichit will beindexed toinflation in $500 increments. For
individuds age 50 and older, the maximum allowable contribution to an IRA is
higher by an additional $500 in 2002 through 2005 and by $1,000 in each year
thereafter. EGTRRA also increased the maximum employee salary deferral under
Internal Revenue Code section 401(k) to $11,000 in 2002 and by an additional
$1,000 each year through 2006, when it will reach $15,000. After 2006, the
maximum deferral will be indexed to inflation. The maximum contribution to
retirement plansunder |.R.C. sections403(b) and 457 al so have beenincreased to the
amount permissibleunder section401(k). EGTRRA asoallowsindividualswho are
age 50 or ol der to makeadditional contributionsto retirement plans authorized under
sections401(k), 403(b), or 457 of the tax code. Themaximum permissibleadditional
contribution is $1,000 in 2002, $2,000 in 2003, $3,000 in 2004, $4,000 in 2005, and
$5,000 in 2006. Thisamount isindexed to inflation in years after 2006.
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Pension Plans and Retirement Savings Plans

Pension analysts often refer to Social Security, employer-sponsored retirement
plans, and personal savings asthe*three-legged stool” of retirement income, but for
many workers at least one of thelegsismissing. Coverage under Social Security is
nearly universd, but accessto employer-sponsored retirement plansislimited. Data
fromthe Census Bureau’ s Current Population Survey indicatethat, among wage and
salary workers 25 to 64 years old, only 64% worked for an employer that sponsored
aretirement planin 2001.° (See Table 2). Almost 41 million people between the
ages of 25 and 64 worked for an employer that did not offer aretirement plan in
2001, and another 12 million worked for employersthat offered retirement plans, but
were not included in those plans. Consequently, only 53% of wage and salary
workers between the ages of 25 and 64 actually participated in an employer-
sponsored retirement plan in 2001.

Table 2. Employer-sponsored Retirement Plans in 2001
Wage and salary workers, 25 to 64 years old

(Numbers in thousands)
Does worker’s employer sponsor a retirement plan?
Yes No
Number  Percent Number  Percent Total

72,321 63.9%| 40,931 36.1%| 113,252

Is this worker included in the retirement plan?
Yes No
Number  Percent Number Percent Total
60,151  53.1%| 53,01  46.9%| 113,252

Source: CRS analysisof data from the March 2002 Current Population Survey.

Trends in retirement plan design. Over the past 25 years, there has been
a shift in the distribution of pension plans and of pension plan participants from
defined benefit plans to defined contribution plans. In adefined benefit or “DB”
plan, the retirement benefit is usually paid as a lifelong annuity based on the
employee slength of service and average salary in the yearsimmediately preceding
retirement. DB plansarefunded by employer contributionsto apensiontrust. These
contributions must be sufficient to pay the pension benefitsthat workers accrue each
year. In adefined benefit plan, the investment risk is borne by the employer. If the
value of the pension trust is not equal to the present value of the accrued pension

® A “retirement plan” could be atraditional defined benefit pension or adefined contribution
plan. Some employees participate in both types of plan simultaneoudly.
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obligations, the plan’s sponsor is required to make up this shortfall - called an
unfunded liability - through additional contributions over a period of years.’

A defined contributionor “DC” planismuch likeasavings account maintai ned
by the employer on behalf of each participating employee. Theemployer contributes
aspecificdollar anount or percentage of pay, whichisinvested in stocks, bonds, or
other assets. The employee usually contributes to the plan, too. In a defined
contribution plan, itisthe employeewho bearstheinvestment risk: at retirement, the
balance in the account is the sum of all contributions plus interest, dividends, and
capital gains(or losses). Theaccount balance can be converted to alifelong annuity
or taken as a series of fixed payments over a period of years, but is most often
distributed as a single lump sum. Many large employers recently have converted
their traditional DB pensionsto hybrid plansthat have characteristicsof both DB and
DC plans, the most popular of which has been the cash balance plan. In acash
balance plan, the accrued benefit is defined in terms of an account balance. The
employer makes contributions to the plan and pays interest on the accumulated
balance. However, these account balances are merely bookkeeping devices. They
are not individual accounts owned by the participants. Legally, therefore, a cash
balance plan is a defined benefit plan.

In 1975, therewere 103,346 defined benefit plansin the United Stateswith 27.2
million participants. That same year, there were 207,748 defined contribution plans
with 11.2 million participants. By 1998, the number of defined benefit plans had
fallen to 56,405 and the number of active participantsin these plans had declined to
23.0 million. Also by 1998, the number of defined contribution plans had risen to
673,626 and the number of participants had increased to 50.3 million® Some
analysts attribute at least part of the decline in the number of defined benefit plans
tothe Employee Retirement Income Security Act of 1974 (ERISA). Likewise, the
growth in the number of defined contribution plans has been attributed in part to
changesin tax law made by the Revenue Act of 1978.

ERISA and defined benefit pensions. ERISA was passed by Congressto
protect the interests of participants and beneficiaries of pension plansin the private
sector. The law was a response to instances in which pension funds had been
mishandled or plans had become insolvent. It also addressed certain obstacles to
receipt of pension benefits such as onerous age or length-of-service requirements.
ERI SA established statutory requirementson private pension plansthat madeit more
likely that pension participants would receive the pension benefits that they had
earned. However, it has been observed that another effect of ERISA wasto makeit
“much more costly and troublesome for employers, especially small employers’ to
offer atraditional defined benefit pension plan.’

" Defined benefit plans are insured up to certain limits by the Pension Benefit Guaranty
Corporation (PBGC). Defined contribution plans are not insured by the PBGC.

® Some workers participate in both types of plan. Figures are from the annual Private
Pension Plan Bulletin, published by the U.S. Department of Labor.

® John G. Kilgour, “Restructuring Retirement Income Plans,” Compensation and Benefits
Review, vol. 32 no. 6, (November/December 2000).



CRS-7

Although the increased regulation of pension plans required by ERISA may
have contributed to the decline in the number of defined benefit pensions, the effect
was not immediae. Between 1975 and 1983, the number of defined benefit plans
increased from 103,346 to 172,642. Only then did the number of DB plansbeginto
decline. The decline in the number of DB plans began at nearly the same time the
number of defined contribution plans- particularly the“401(k) plan” - begantorise
rapidly. (SeeTable 3). Section 401(k) was added to the Internal Revenue Code by
the Revenue Act of 1978, but it was not until 1981 - after regulations had been
published by the IRS - that the first 401(k) plan was established.

Defined contribution plans and the Revenue Act of 1978. Defined
contribution plans existed before the Revenue Act of 1978, but it was only after the
advent of the 401(k) that DC plans overtook traditional defined benefit pensionsin
number of plans, participants, and total assets. Earlier defined contribution planshad
been funded exclusively by employer contributions. 1na401(k) plan, however, both
the employer and the employee can make contributions. The ability of both the
employer and the employeeto contribute on a pretax basis and the voluntary nature
of employee participation are defining characteristics of the 401(k) plan. These
characteristics*” shift a substantial portion of the burden for providing for retirement
to the employee. The employee decides whether or not to participate, how much to
contribute, and how to invest the assets.” (Munnell, Sundén, and Taylor, 2000).

Table 3. Number of 401(k)-type Plans, Participants, and Assets,

1984-1998
Participants Assets

Year Plans (thousands) (millions)

1984 17,303 7,540 $91,754
1985 29,869 10,339 143,939
1986 37,420 11,559 182,784
1987 45,054 13,131 215,477
1988 68,121 15,203 276,995
1989 83,301 17,337 357,015
1990 97,614 19,548 384,854
1991 111,394 19,126 440,256
1992 139,704 22,404 552,959
1993 154,527 23,138 616,316
1994 174,945 25,206 674,681
1995 200,813 28,061 863,918
1996 230,808 30,843 1,061,493
1997 265,251 33,865 1,264,168
1998 300,593 37,114 1,540,975

Source: U.S. Department of Labor, Pension & W elfare Benefits Administration.
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Worker participation in voluntary plans. A number of factorsinfluence
a worker’s decision to participate in a voluntary retirement plan, how much to
contribute, and how to invest the contributions. A study that analyzed datafrom the
pension supplement to the Census Bureau’ s April 1993 Current Population Survey
found that participation is higher when the employer offers matching contributions,
and that participation increases with an employee’s age, income, and length of
service with the firm.*

A more recent study used the Federal Reserve Board's 1998 Survey of
Consumer Finances to study the factors that influence an employee’s decision to
participate in a 401(k) and how much to contribute to the plan. The authors found
that in addition to being positively associated withaworker’ sage, income, education,
and length of service, participation was greater among employees whose “ planning
horizon” was four years or more. They interpreted this result as indicating that
educating employeeson theimportance of planningfor retirement couldraisesavings
rates. Their results showed that the plan characteristics with the greatest effect on
employee participation were the presence of an employer match on employee
contributions and the ability of participants to borrow from their account balances
before retirement. Their research indicated that the amounts employees contributed
were positively related to employee income and wealth, long planning horizons,
employer matching contributions, and the ability to borrow from the plan.*!

Automatic enrollment. 1n 1998 and 2000, the IRS issued regulations that
permit employers to enroll employees automatically in a 401(k), 403(b), or 457
retirement plan. Benefits consultants estimate that since the IRS issued its first
regul ation on the practice, some 7% to 10% of 401(Kk) plan sponsors have instituted
automatic enrollment in their plans. (Jacobius, 2000) Employeeswho are enrolled
automatically must be given an option to drop out of the plan; however, a study by
Hewitt Associatesfound that only 4% of empl oyeeswho wereautomatically enrolled
in a401(K) plan opted not to participate. According to a survey of 10 companies
conducted by the Profit Sharing/401(k) Council of America, average participation
rates rose from 76% to 93% after automatic enrollment was adopted.

Worker Ownership of Retirement Accounts in 2000

Both Social Security and traditional defined benefit pensions that guarantee
payment of alifelong annuity are important elementsin providing asecureincome
during retirement. However, with the growth of 401(k) plans in which the worker
must decide how much to contribute and where to invest the funds, much of the
responsibility for preparing for retirement has been shifted to workers themselves.
Thus, the extent to which workers are preparing for retirement dependsin part on the
value of the assets they are accumulating in these plans and in individual retirement
accounts.

1 William Even and David MacPherson, Factors Influencing Participation and
Contribution Levels in 401 (k) Plans, report to the U.S. Department of Labor, 1997.

' Alicia Munnell, Annika Sundén, and Catherine Taylor, What Determines 401 (k)
Participation and Contributions?, Center for Retirement Research, Boston College, 2000.
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Workers whose employers offer savings or “thrift” plans such as those
authorized under sections 401(k), 403(b), and 457 of the Internal Revenue Code can
accumulate assets on atax-deferred basis while they are working. In addition, most
people with earned income can contribute to an Individual Retirement Account
(IRA). In both cases, taxes are paid when the funds are withdrawn, and a penalty
may apply if the withdrawals occur before retirement.*? For many people, the
marginal income tax rate that they will face inretirement will belower than the rate
that was applied to their earnings prior to retirement.

Estimating workers’ retirement account balances. The Bureau of the
Census collects data on household income and assets through its Survey of Income
and Program Participation (SIPP). The datacollected in this survey can be used to
estimate the number of workers who participate in thrift plans and IRAS, the
proportion of theseindividualswho invest some of their retirement savingsin stocks
and stock mutual funds, the total value of their retirement accounts, and the total
value of the assets owned by all members of their households. The most recent data
from the SIPP on individuas' retirement assets were collected in 2000. Data on
household assets a so are collected by the Federal Reserve Board through its Survey
of Consumer Finances (SCF). However, the SIPP data can be analyzed & a finer
level of detail than the SCF data because the SIPPis conducted among amuch larger
sample of households. For the 1998 Survey of Consumer Finances, members of
4,309 householdswereinterviewed. (Kennickell, Starr-McLuer, and Surette, 2000).
In contrast, the first wave of the 1996 panel of the SIPP included more than 36,000
households. Thetwelfth wave of the 1996 panel of the SIPP - conducted in late 1999
and early 2000 - included morethan 27,000 househol ds.

The Survey of Income and Program Participation. The dataanalyzed
for thisreport were collected by the Bureau of the Censusin early 2000 as part of the
Survey of Income and Program Participation (SIPP). The individuals asked to
participate in the survey are a nationaly representative sample of the civilian,
noninstitutionalized population of the United States. The SIPP is a longitudinal
survey, meaning that it measures changes in the economic and demographic
characteristics of individuds and households over time. People who participate in
the survey areinterviewed once every 4 months over a2%2-year or 4-year period. At
each interview, respondents are asked to provideinformation covering the 4 months
sincethe previousinterview. This4-month spaniscalled the*reference period” for
theinterview. Whileit was designed as alongitudinal survey, the SIPP also can be
used to study characterigtics of the population at a point in time (cross-sectional
analysis) by looking at the data from a particular 4-month reference period or a
specific month within the reference period.

The SIPP is an important source of information about the demographic and
economic status of United States residents. By collecting data on labor force

2 1n atraditional IRA, pre-tax contributions can be made only if the worker is not covered
by an employer-sponsored retirement plan or has income below amounts specified in law.
All investment earnings accrue on a tax-deferred basis. Roth IRAs accept only after-tax
contributions; however, withdrawals from a Roth IRA during retirement are tax-free.

3 More information on the SIPPis available at http://www.si pp.census.gov/si pp.
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participation, sources of income, and participationin federal and state programs, the
SIPP provides awealth of data about government transfer and service programsand
their effectsonthe economic situations of familiesandindividuals. For example, the
SIPP can be used to examine receipt of income from means-tested transfers (such
as Temporary Aid to Needy Families and Food Stamps) and transfers that are not
means-tested (such as Social Security). In addition to asking about amounts and
sources of income, the SIPP collects information on asset ownership to provide a
more complete picture of the total economic resources available to families and
individuals. The SIPP data on household wealth and asset ownership presented in
this report are the most recent available from the Bureau of the Census.™

Retirement Wealth of Workers 25 to 64 Years Old

The following tables show the number of workers who owned one or more
retirement savings plans in 2000, as wdl as the average balances held in those
accountsat the end of the reference month for thesurvey. Following these, thereare
tables that show the average household wealth and average household debt of all
workers who were 25 to 64 years old in 2000.

Defining the terms of the analysis. Thetablespresentinformation onthe
retirement savings and household wealth of workers25to 64 yearsold. For purposes
of thisreport, thispopulation includesanyonewho worked for pay at any timeduring
thefour-month reference period of thesurvey. Werestricted the analysisto workers
between the ages of 25 and 64 because younger workers have low rates of
participation in retirement plansand aregenerally more concerned with establishing
themselvesin their careers than in accumulating assetsfor retirement. Workers age
65 or older are more likely than those under 65 to have retired from their career jobs
and to be working part-time or part-year.

For purposes of accumulating and consuming assets, the household may be a
morerelevant unit of analysisthantheindividual. 1nahousehold comprisingasingle
individud, that person has only his or her own assets on which to draw.® In a
household comprising more than one individual, the worker and other household
members may be ableto draw upon each other’ sassetsduring retirement. Therefore,
the tables show both the average value of retirement accounts owned by individual
workers 25 to 64 and the average value of all retirement accounts owned by members
of these workers' households, regardless of age.

1 Another recent study (Anderson, 1999) examined the wealth of familiesin 1995, based
on datacollected as part of the 1993 panel of the SIPP. The results presentedin thisreport
are not directly comparable with those published by Anderson because that study followed
the Census Bureau’ s convention of excluding the value of employer-sponsored thrift plans
from individual and household wealth. This CRS Report, however, follows the Federal
Reserve Board' s convention of including the value of employer-sponsored thrift plansin
individual and household wealth.

!> Due to limitations of the data, we cannot estimate the extent to which individuals might
be able to draw upon the assets of relativesliving in other households.
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The SIPP questionnaire asked respondents to report the value of account
balances in Individual Retirement Accounts (IRAs), Keogh plans for the self-
employed, and 401(k) plans and other employer-sponsored thrift plans. The SIPP
guestionnaire, however, doesnot define*401(k) plansand other empl oyer-sponsored
thrift plans.” According to the Department of Labor, the retirement plans authorized
under sections 401(k), 403(b), and 457 of the Internal Revenue Code al are savings
and thrift plans, which it defines as those in which “employees may contribute a
predetermined portion of earnings (usually pretax) to an individual account, all or
part of which the employer matches.”*®

Thetables do not include the portion of retirement wealth that isrepresented by
the present val ue of benefits accrued under Social Security and employer-sponsored
defined-benefit pension plans. Theseareimportant sourcesof retirement wealth, but
the data collected in the assets and liabilities module of the SIPP do not include the
informati on necessary to estimate the value of these assets. If aworker’ s earnings
history is known, a rough estimate of expected Social Security benefits can be
derived, based on estimates of future earnings and the expected date of retirement.
The Social Security Administration now sends such an estimate to each covered
worker once ayear. The present value of the projected stream of Social Security
benefits over time can be estimated by applying an appropriate discount rate.”
Estimating the present val ueof benefitsearned under defined benefit pensionswoul d
be more difficult because the specificprovisionsof each plan must be knowninorder
to estimate the value of the benefit that has been earned.

Summary of thrift plan ownership. During an average month in 2000, an
estimated 113 million people between the ages of 25 and 64 worked for pay,
including workers employed full-time and those who worked part-time, workersin
the privatesector and thoseinthe publicsector, workerswho were self-employed and
those who worked for others. (See Table 4). An estimated 47.1 million of these
workers (41.8%) owned one or more retirement accounts, including IRAs, Keogh
accounts, 401(k) accounts and other employer-sponsored savingsor thrift plans. An
estimated 34.8 million workers (30.9%) owned a 401(k)-type plan, 21.4 million
(19.0%) owned an IRA or Keogh plan (mostly IRAS), and 9.1 million (8.1%) owned
both an IRA/Keogh and a401(k) plan. An estimated 65.6 million workers between
the ages of 25 and 64 (58.2%) did not own aretirement savingsaccount of any kind.*®

*U.S. Department of Labor, Bureau of Labor Statistics, Employee Benefits in Medium and
Large Private Establishments, 1997, Bulletin 2517, September 1999.

7 One might also wish to make some assumptions about the effect on benefits of reforms
needed to preserve the solvency of the Socia Security program.

'8 These figures also indicate that 25.7 million workers had only a 401(k)-type plan:
(34.89.1=25.7). Anestimated 12.3 million workers had only an IRA: (21.4-9.1=12.3).
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Table 4. Worker Ownership of Retirement Accounts, 1999 and 2000
(Number of workers, in thousands)

1999 2000
Workers | Percent |Workers | Percent
All workers, 25 to 64 years old 111,389 100%| 112,663 100%
Owned either an IRA/Keogh or a401(k)-type thrift plan| 44,522 40.0%| 47,072 41.8%
Owned a 401(k)-type plan thrift plan 32472 29.2%| 34,771 30.9%
Owned an IRA or Keogh plan 20,478 18.4%| 21,422 19.0%
Owned both an IRA/Keogh and athrift plan 8,428 7.6% 9,121 8.1%
Owned neither an IRA/Keogh nor a thrift plan 66,867 60.0%| 65591 58.2%
Full-time workers, 25 to 64 years old 80,320 100%| 82,260 100%
Owned a 401(k)-type thrift plan 25174 31.3%| 26,938| 32.8%
Owned an IRA or Keogh plan 14,074 17.5%| 14,755 17.9%
Owned neither an IRA/Keogh nor a thrift plan 47,327 58.9%| 47,208| 57.4%
Part-time workers, 25 to 64 years old 31,069 100%| 30,403 100%
Owned a 401(k)-type thrift plan 7,298 23.5% 7,833 25.8%
Owned an IRA or Keogh plan 6,404 20.6% 6,667 21.9%
Owned neither an IRA/Keogh nor a thrift plan 19,539 62.9%| 18,382 60.5%

Source: CRS analysis of the Census Bureau's Survey of Income and Program Participation.

Retirement account balances by type of account.

The data displayed

in Table 5 summarize the average values of retirement accounts owned by workers
and their households in 2000. Among the 47.1 million workers who owned a
retirement savings account of any kind in 2000, the mean value of all such accounts
owned by the workers themsdves was $45,960. For workers with more than one
account, thisisthe mean value of all accounts summed together. The median vaue
of all the workers' accounts was $18,000. (Half of the workers owned accounts
totaling more than $18,000 and half owned accounts with atotal value of lessthan
$18,000.) When all of the retirement accounts owned by the workers and other
members of their households were combined, the mean value was $71,040 and the
median value was $31,000.

Both the mean and median values of 401(k) accounts owned by workers with
such accountsin 2000 were greater than the mean and median value of IRAs owned
by workers with that kind of account. The 401(k) accounts owned by workers had
amean value of $40,050 and a median value of $16,000, while the IRAs owned by
workers had a mean value of $35,980 and had a median value of $13,000. By most
other measures, however, workers who owned IRAs had higher total retirement
account balances than those who owned 401(k) accounts. Thisisattributablein part
to the fact that workers who owned an IRA were more likely to have a401(k) than
workers who had a401(k) wereto own an IRA. In 2000, an estimated 9.1 million
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workers owned both an IRA or Keogh and a 401(k)-type plan. Thus, 42.2% of all
workers who owned an IRA or Keogh also owned a 401(k), while just 26.2% of
workers who owned a 401(k)-type account also owned an IRA or Keogh plan.*®

Workers who owned an IRA or Keogh lived in households with substantially
greater retirement account bal ances than workerswho owned a401(k), againin part
because those who owned an IRA or Keogh were more likely to be owners of
multiple accounts. The mean value of al retirement accounts in the households of
workers who owned a 401(k)-type plan in 2000 was $73,040, and the median value
was $32,450. The mean value of al retirement accounts in the households of
workers who owned an IRA or Keogh plan in 2000 was $97,630, and the median
value was $48,000.

Means and Medians

The average values of retirement accounts, household wealth, and household
debt are shown in terms of both the mean and the median values. The mean is a
simple arithmetic average. It is calculated by adding up the reported values of all
accountsand then dividing thistotal by the number of account-holders. Asameasure
of central tendency —what an “average” represents — the mean is flawed because it
can be biased by arelatively small number of unusually high or low values. The
median is another kind of average that is more representative of the population
becauseit is not biased by unusually high or low values. The median is calculated
by ordering al of the observed values from highest to lowest and finding the value
that lies exactly at the midpoint of the distribution. One half of all observed values
are greater than the median and the other half are less than the median.

19 Derived as follows: 9.121/21.422=.426 and 9.121/34.771=.262. See Table 4 for data.

% The CensusBureau has assigned asurvey weight to each respondent tothe SIPP. Thesum
of theweightsis equal to the estimated population of civilian, noningitutional residents of
the U.S. The means shown in each table are the weighted means for each observation.
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Table 5. Retirement Account Balances of Workers 25 to 64 Years old,
1999 and 2000

(Numbers of workers in thousands)

1999 2000
Account Account
Workers| value |Workers| value
Owned either an IRA/Keogh or a 401(k)-type plan* 44,522 47,072
Value of worker’s retivement accounts
Mean value $41,150 $45,960
Median value $16,000 $18,000
Value of all retirement accounts in household
Mean value $62,730 $71,040
Median value $27,000 $31,000
Owned a 401(k) or other type of thrift plan* 32,472 34,771
Value of worker’s 401 (k)-type accounts
Mean value $35,620 $40,050
Median value $15,000 $16,000
Value of worker’s retirement accounts, all types
Mean value $44,430 $50,100
Median value $18,800 $20,000
Value of all 401(k)-type accounts in household
Mean value $48,320 $54,780
Median value $21,000 $24,000
Value of all retirement accounts in household
Mean value $63,660 $73,040
Median value $27,400 $32,450
Owned an IRA or Keogh plan* 20,478 21,422
Value of worker’s IRAs and Keogh accounts
Mean value $33,000 $35,980
Median value $12,000 $13,000
Value of worker’s retirement accounts, all types
Mean value $54,930 $60,990
Median value $23,000 $25,000
Value of all IRA/Keogh accounts in household
Mean value $49,370 $54,890
Median value $20,700 $23,000
Value of all retirement accounts in household
Mean value $86,200 $97,630
Median value $41,630 $48,000

* An egtimated 9.1 million workers 25 to 64 years old owned both a 401(k)-type thrift plan and an IRA or
Keogh plan in 2000. Approximately 65.6 million workers aged 25 to 64 owned neither type of plan.

Source: CRS analysis of the Census Bureau’s Survey of Income and Program Participation.
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Retirement account balances by age of worker. A worker'sageisan
important consideration when evaluating the adequacy of his or her retirement
wealth. The more time that aworker has until reaching retirement age, the greater
will be the opportunity for additional contributions and investment earningsto build
up the account balances. Table 6 presents worker’s average retirement account
balances in 2000, with the averages calculated for each of four age categories.

An estimated 10.1 million workers 25 to 34 years old owned a retirement
account of somekind in 2000. Thiswas 32% of all workers of that age. Sixty-eight
percent of workersin thisage group owned no retirement accounts. Themean value
of al retirement accounts owned by theseworkerswas $14,780 and themedian value
was $6,000. The mean value of al retirement accounts owned by all members of
these workers' households was $27,600, and the median value was $10,200.

An estimated 15.8 million workers between the ages of 35 and 44 (42% of all
workersin thisage category) owned at | east one retirement account in 2000. Fifty-
eight percent owned no retirement accounts. The mean and median val ues of these
workers' retirement accountswereroughly threetimes aslarge asthe corresponding
values for workers aged 25 to 34. Workers between the ages of 35 and 44 had a
mean balance of $41,050 in their accounts and a median baance of $19,500. The
mean value of all retirement accounts owned by members of these workers
households was $63,030, and the median value was $31,000.

Among workers who were 45 to 54 years old in 2000, approximately 14.2
million, or 48%, had at |east one retirement account. Fifty-two percent owned no
retirement accounts. The mean value of these workers' accounts was $60,740, and
the median value was $28,000. The mean value of all retirement accounts owned by
all members of their househol dswas $92,990, and the median value of all retirement
accounts in these househol ds was $48,000.

Workers 55 to 64 years old were more likely to own aretirement account than
any other group. An estimated 7.0 million workers between the ages of 55 and 64
(50% of all workersin this age category) owned a least one retirement account in
2000. Still, half of workers in this age category owned no retirement accounts in
2000. The mean vaue of these workers' accounts was $71,910, and the median
value was $33,000. The mean value of all retirement accounts owned by these
workersand other members of their househol dswas $107,040, and the median value
was $56,000. When those who owned no retirement accounts are included, 75% of
workers 55 to 64 years old lived in households with retirement savings of between
zero and $56,000 in 2000.

Even among workers 55 to 64 years old, average retirement account balances
in 2000 were not very large. The mean vaue of the accounts held by individual
workers was $71,910. For a 65-year-old retiring in December 2002, this amount
would be sufficient to purchase alevel, single-life annuity that would pay $515 per
month, based on the federal Thrift Savings Plan’s current annuity interest rate of
4.0%. The mean value of these workers' total household retirement accounts -
$107,000 - would purchasealevel joint-and-survivor annuity worth $634 per month,
based on 4.0% interest and retirement at age 65. The median val ue - $56,000 - would
be sufficient to purchase a joint-and-survivor annuity of just $332 per month.
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Table 6. Retirement Account Balances of Workers in 2000,
by Age of Worker
Workers 25 to 64 years old who owned an IRA, Keogh Plan or a 401 (k)-type plan*

(Numbers of workers in thousands)

Account | Account
Workers | owners | value
Workers 25 to 34 years old 31,433 10,067
Value of worker’s retirement accounts
Mean $14,780
Median $6,000
Value of all retirement accounts in household
Mean $27,600
Median $10,200
Workers 35 to 44 years old 37,365| 15,790
Value of worker’s retirement accounts
Mean $41,050
Median $19,500
Value of all retirement accounts in household
Mean $63,030
Median $31,000
Workers 45 to 54 years old 29,811 14,246
Value of worker’s retirement accounts
Mean $60,740
Median $28,000
Value of all retirement accounts in household
Mean $92,990
Median $48,000
Workers 55 to 64 years old 14,054 6,969
Value of worker’s retirement accounts
Mean $71,910
Median $33,000
Value of all retirement accounts in household
Mean $107,040
Median $56,000
Total: workers 25 to 64 years old 112,663 47,072
Value of worker’s retirement accounts
Mean $45,960
Median $18,000
Value of all retirement accounts in household
Mean $71,040
Median $31,000

* An estimated 9.1 million workers 25 to 64 years old owned both a 401(k)-type thrift plan and
an IRA or Keogh plan in 2000. Approximately 65.6 million owned neither type of plan.

Source: CRS analysis of the Census Bureau’s Survey of Income and Program Participation.
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Average household wealth in 2000. Most workers have forms of wealth
other than retirement accounts on which they will be able to draw during retirement.
More than 95% of workersin the United States are covered by Socia Security, and
roughly 30% of all workers participated in a defined-benefit pension planin 2000.%
In addition, many workers have assets that might ultimately be used to pay expenses
during retirement. For example, the most valuable asset owned by most people is
their home, and some may find when they are older that they prefer to live in a
smaller house or apartment, or they may choose to move to an area where property
taxes and other living expenses arelower than where they lived during their working
years. In addition to equity in their homes, many individuas have financial assets,
equity in businesses, real estate, or other valuables that can either provide astream
of income through interest, dividends, or rents, or that can be fully or partidly
liguidated to finance their consumption needs during retirement.

Onthe public usefile of the SIPP, total household wealth is defined asthe sum
valuefor all adultsin thehousehold of home equity, net equity in vehicles, business
equity, interest-earning assetsheld in bankinginstitutions, interest earning assetshel d
in other inditutions, equity in stocks and mutual fund shares, equity in real estate
other than the home, equity in other assets, and equity in IRA and Keogh accounts.
To this total, CRS has added the sum value for all adults in the household of all
401(k) plans and other thrift plans. Thisis consistent with the method used by the
Federal Reserve Board, which includesthe value of such accountsin the estimates
of household wealth that it derives from the Survey of Consumer Finances.
Household debit is the sum of debts owed by all adults in the household, including
home mortgages, home equity loans, other real estate debts, automobile loans,
installment loans, credit card debt, and other household debt.

Mean and median values of the household wealth and household debt of
workers, classified by age and ownership of retirement accounts, are displayed in
Table 7. Note that the mean and median values of household wealth rise through
the highest age category, comprising workers who were 55 to 64 years old in 2000.
In each age category, the mean and median values of household wealth are higher for
owners of retirement accounts, although it isimportant to remember that one cannot
necessarily assume that these individuals are wealthier because they ownretirement
accounts. Ownership of any particular kind of asset also can be interpreted as a
consequence of wealth. Nevertheless, if workerswithout retirement accounts could
be persuaded to establishthem, andif their contributions represented net new saving,
they would approach retirement with greater household wealth and greater resources
to finance consumption during retirement.

# The Bureau of Labor Statisticsreportsthat in2000 only one-fifth of workersinthe private
sector had a defined benefit plan, compared to 90% of workers in the public sector.

2 Note that the unit of analysis is the worker and not the household. Each worker's
household wealth is equd to the combined wealth of all members of that worker's
household. The mean household wealth of workers is the sum of the household wealth of
al workers divided by the number of workers.
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Table 7. Household Wealth and Household Debt of Workers in
2000, by Age of Worker

(Numbers of workers in thousands)

Workers who do not
own an IRA, Keogh
or 401(k)-type plan

Workers who own
an IRA/Keogh or
401(k)-type plan

Workers | Amount |Workers | Amount
Workers 25 to 34 years old 21,366 10,067
Household wealth
Mean $65,480 $117,590
Median $16,500 $52,330
Household debt
Mean $52,390 $85,260
Median $22,000 $68,620
Workers 35 to 44 years old 21,574 15,790
Household wealth
Mean $96,610 $228,260
Median $36,320 $123,225
Household debt
Mean $62,330 $99,000
Median $34,000 $84,000
Workers 45 to 54 years old 15,565 14,246
Household wealth
Mean $124,400 $327,160
Median $61,050 $201,690
Household debt
Mean $57,780 $90,020
Median $28,000 $63,200
Workers 55 to 64 years old 7,084 6,969
Household wealth
Mean $160,930 $458,140
Median $85,900 $273,760
Household debt
Mean $50,240 $68,170
Median $19,900 $36,400
Total: workers 25 to 64 years old 65,590 47,072
Household wealth
Mean $100,010 $268,560
Median $36,170 $142,800
Household debt
Mean $56,710 $88,780
Median $26,200 $67,500

Source: CRS analysis of the Census Bureau’s Survey of Income and Program Participation.
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Policy Implications

Are Americans saving adequately for retirement? The answer to that question
dependsin part on how broadly onedefinestheterm“saving.” Certainly, theaverage
retirement account balances reported by respondents to the survey analyzed in this
report would not by themselves provide an incomein retirement that most peoplein
the United Stateswould find to be adequate. The medianretirement account balance
in 2000 among workers 55 to 64 years old who owned one or more retirement
accountswas just $33,000. Thisamount would provide a monthly annuity of $236
per month to aperson retiring at age 65. Moreover, asthedatain Table 6 show, only
half of all workers between the ages of 55 and 64 owned any retirement accountsin
2000.

Although most workersinthe United States - about 96% - are covered by Social
Security, only about 30% participate in defined-benefit pension plans where they
work. For workers who do not have coverage through a defined-benefit pension,
personal savingisan essential el ement of preparing for retirement. Whether workers
save by putting money aside in an account that is earmarked specifically for
retirement or by accumulating other assets on which they can draw after they have
retired is not necessarily important. The act of saving is of greater consequence to
retirement security than the manner in which it is accomplished. Nevertheless, the
fact that 58% of workers between the ages of 25 and 64 - dmost 66 million
individuds- reported that they had no retirement savings accountsin 2000 indicates
that many people may not be using the most tax-efficient means of setting asidefunds
for retirement.

On the other hand, the rapid growth of IRAs and 401(k)-type plans over a
relatively short period of time indicates that a substantial proportion of workers are
responding to the tax incentives that Congress has provided for retirement savings
accounts. 1n 2000, more than 47 million workers between the ages of 25 and 64 had
at least on IRA or 401(k)-type of retirement account. If a survey of retirement
account participation had been conducted in, say, 1975, it would have found tha
almost no one owned, or had even heard of such things. Twenty-five years ago,
Keogh plans and section 403(b) annuities were practicdly the only savings plansin
existencethat were designed specifically asretirement savingsvehicles. Considering
that IRAs were first authorized by Congress in 1974, and that the first 401(k) plan
was established just 21 years ago in 1981, some might find it quite astonishing that
by 2000 more than 47 million Americans owned one or more of these retirement
savings accounts.

Whiletherapid adoption of tax-favored retirement savings plans can beviewed
asasubstantid public policy success, greater personal saving will be needed for the
current generation of workers to maintain their desired standard of living in
retirement. The uncertain future of Social Security and the declining prevalence of
traditional defined-benefit pensions that provide aguaranteed lifelong annuity have
put much of the responsibility for preparing for retirement on the shoulders of the
worker. The low rate of personal saving in the United States, and the lack of any
retirement savings accounts among a majority of American workers, indicate that
there is a need for greater avareness among the public about the importance of
setting aside fundsto prepare for life after they have stopped working.



CRS-20
Appendix: Statistical Analysis of Account Balances

Thedatain Table 5 and Table 6 show the mean and median retirement account
bal ancesthat workers reported on the Survey of Income and Program Participation
in2000. For avariety of reasons, actual account balancesvary agreat deal from one
worker to another. The variation in account balances from person to person can be
explained by a number of factors, some of which are particular to the worker, and
others of which are particular to the retirement plan in which he or she participates.

Thedataon retirement account ownership and account balances collected in the
SIPP do not include the characteristics of the employer-sponsored retirement plans
inwhichworkers participated.”® However, the SIPP containsinformation on several
economicand demographic characteristicsof workersthat economictheory suggests
might have a statistically significant relationship to workers' retirement account
balances. Both the direction and the magnitude of these statistical relationships can
be estimated through regression analysis, a statistical procedure that measures the
extent to which changes in one or more independent variables are associated with
changesin adependent variable (dso called the response variable).

Factors related to workers’ retirement account balances. CRS
model ed the sum of each worker’ sretirement account balancesin IRAs, Keoghs, and
401(k)-typeplans as alinear regression with the independent variabl es representing
a set of economic and demographic characteristics of each worker. The results
indicate that the model explains about 35% of the variation in account balances, a
comparaively large coefficient of determination for a model tha includes only
variables describing the characteristics of the worker and none describing the
retirement plans in which they participate.*

Income and retirement account balances. The mean monthly income
of the workers in the sample was $4,041, equivalent to about $48,500 on an annual
basis. Other things being equal, monthly income that was higher by $1,000 was
associated with worker retirement account balances that were higher by $3,610.

Demographics and retirement accountbalances. All of theindividuals
analyzed for this study were between the ages of 25 and 64 during the 4-month
reference period of the survey. The mean age of the workers who owned retirement
accountswas43.5years, and theworker’ sagewaspositively and significantly related
to theworker’ s cumulative retirement account balances. Holding all other variables
constant, a one-year increase in worker age was associated with an increase in
retirement account balances of $858. A male worker had a retirement account

% Detailed informati on about empl oyer-sponsored retirement planswerecollected in alater
topical module of the SIPP. These data were released to the public earlier this year.

* Themodel isan ordinary least squares(OL S) regression in which the dependent variable
isthe sum of an individual worker’ s account balancesin all retirement accounts that he or
she owns. The adjusted R? of the model is.35. Complete results are shown in Table Al
An alternative model included the sgquare of income to account, in part, for the non-linear
relationship between income and wealth. The squared income term was negative and
significant, as theory would suggest. Otherwise, the results were substantidly similar to
those presented here.
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balance that was $10,448 higher than that of a female worker, all else being equal.
Relative to other races, those who identified themselves as being white had
retirement account balances that were higher by an average of $11,252.* The
coefficient for marital status (modeled as 1 if the worker was married and O if the
worker was separated, divorced, widowed, or never married) waspositive, but it was
not statistically significant. Having one or more children under age 18in the family
was negatively related to retirement account balances, but was not statisticaly
significant. The coefficient indicating home ownership was positive, but it too was
statisticaly insignificant.

The worker’s level of education was modeled with a set of four categorical
variables that identified each worker as having (1) completed less than 12 years of
schooling, (2) graduated from high school, (3) attended college without earning a
B.A. or B.S. degree, or (4) graduated from college, including those with graduate
degrees. Relative to a worker with some college but no degree, having completed
less than 12 years of school was associated with a retirement account balance that
was lower by $10,900. Having completed high school but not attended college was
associated with a retirement account balance that was $3,335 lower than that of a
worker with some college education. Having earned a 4-year college degree was
associated with aretirement account balance that was higher by $14,460 than that of
aworker who had some college education, but did not earn a bachelor’ s degree.

Employment and retirement account balances. All of theindividuas
analyzed for this study were employed for at least one month during the 4-month
referenceperiod of thesurvey. Other thingsbeing equal, workinginthe public sector
for an agency of the federal, state, or local government was associated with a
retirement account balance that was $9,263 lower than the balance of a worker
employed in the private sector. The variable indicating part-time employment was
positive, but the coefficient was not statistically significant.

Years of contributions, investment in stocks, and ownership of
IRAs. The mean length of time over which workers had been contributing to a
retirement account was 7.6 years. (For workers with more than one retirement
account this represents the longest period over which they had contributed to any of
them). Other things being equal, workerswho had been contributing for longer than
the mean length of time had higher account balances. Each additional year sincethe
first contribution was associated with an increase in retirement account balances of
$4,650. Almost 84% of the workersin the sample had invested & |east part of their
retirement account in common stocks or mutual funds that owned common stocks.
Other things held constant, these workers had account balances that were $10,700
higher than those who had no investments in equities. About 45% of the workers
in the sample owned an IRA or Keogh plan, either as their only retirement account
or in addition to an employer-sponsored plan such as a401(k). Other things being
equal, workerswho owned an IRA had retirement account balancesthat were $5,394
greater than workers whose only account was a401(k) or other thrift plan.

2 Nonwhiteworkersarethosewhose racewas defined as Bl ack, Asian, or Native American.
Hispanic workerswere in whichever category they chose to identify their race.
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Table A1. Results of OLS Regression on Cumulative Value of
Retirement Accounts Owned by Individual Workers in 2000

Dependent (response) variable = Balances held in retirement accounts by
workers 25 to 64 years old in 2000

Mean (unweighted) = $46,212
Mean (weighted) = $45,959

Number of observations = 12,314
FValue = 4382 R-squared = .3483
Prob>F = .0001 Adjusted R-squared = .3475
Parameter  Standard
Independent Variable Mean estimate error T statistic
Intercept — -75,216 3,527.35 -21.32 ***
Worker' stotal monthly income  $4,041.44 3.61 0.13 27.36 ***
Age of worker 435 858.20 62.46 13.74 ***
Sex (1 = male) 545 10,448 1,057.74 0.88 ***
Race (1= white) 934 11,252 2,060.56 5.46 ***
Marital status (1 = married) J17  2,240.18  1,259.75 1.78
Has children under age 18 419  -1535.03 1,159.29 -1.32
Owns home 830 244280 1,453.64 1.68
Less than 12 years of school .026 -10,913 3,283.22 -3.32 ***
High school graduate 228 -3,335.69 1,375.36 -2.43 **
College graduate 418 14,460 1,217.75 12.04 ***
Worksin public sector A71 -9,262.79 1,366.51 -6.78 ***
Works part-time 257 294.24  1,174.66 0.25
Greatest number of years
worker has contributed to IRA,
Keogh, or 401(k) plan 7.597  4,650.21 100.33 46.35 ***
Invests some of plan in stocks
or mutual funds 835 10,701 1,362.61 7.85 ***
Worker owns an IRA or Keogh 454 539432 1,077.27 5.01 ***

*** = gignificant at .01 level
** = gignificant at .05 level

Notes: Regression results were estimated using unweighted values for each observation.

The R?indicatesthat the model accountsfor about 35% of the variation in account balances. The mean
is the average value of each independent variable for all observationsin the sample. The parameter
isthe estimated change in the dependent variable associated with aone unit change in the independent
variable. The standard error is an estimate of the likely deviation of the true regression coefficient
from the estimated value. The t-statistic is the ratio of the parameter estimate to the standard error.
It indicates whether the estimated coefficient is statistically significant.

Source: CRS analysis of the Census Bureau’s Survey of Income and Program Participation.
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Account balances for all members of the worker’s household. Ina
second regression model, the dependent variable was defined as the sum of the
worker’s own retirement accounts and those owned by all other members of the
worker’s household. In general, the results of this regression were similar to those
of the first model, but there were afew striking differences. (Complete results are
displayedin Table A2). Total household monthly income showed the same positive
and statistically significant reationship to household retirement account balances
that the worker’s monthly income showed to his or her own account balances.
Likewise, the worker’s age, race, and leve of education showed relaionships to
household retirement account balances that were similar to the reationships that
these variables showed to the worker’ s individual account balances.

Therewerefour demographic traits of workers- sex, marital status, presence of
children, and home ownership - that each showed a different relationship to
household retirement account balances than it had shown to individual workers’
retirement account balances:

«  Working men had significantly higher individual retirement account
bal ances than working women, but the worker’s sex was not stetistically
significant in the regression model of household retirement balances.

« Marital status was not statigtically significant in the regression on
individual retirement account balances, but a married worker had
household retirement account bal ances that were amost $14,500 greater
than those of an unmarried worker, other things being equal.

«  Thepresenceof children under 18 inthefamily, whichwasnot statistically
significantintheregression onindividual retirement account bal ances, had
a negative and statistically significant relaionship to total household
retirement account balances.

«  Home ownership, which was not statistically significant in the regression
on individual retirement account balances, had a positive and statisticdly
significant relationship to total Zousehold retirement account balances.

Asinthe model of individual retirement account balances, employment in the
public sector had a significantly negative relationship to household retirement
account balances. The coefficient for part-time employment, which was positive but
not significant in the regression on individual retirement account balances, wasboth
positiveand statisticdly significant in theregression on househol d retirement account
balances. Thenumber of yearsover whichtheworker had contributed to aretirement
plan, investment in stocks or mutua funds, and ownership of an IRA or Keogh
account all had significant, positive statistical relationships to household retirement
account balances, asthey had in theregression on theindividual worker’ sretirement
account balances.
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Table A2. Results of OLS Regression on Value of All Retirement
Accounts Owned by Persons in Workers’ Households in 2000

Dependent (response) variable = Balances held in retirement accounts by

Mean

(weighted) = $71,036
Mean (unweighted) = $71,405

all members of workers' households in 2000

Number of observations = 12,314
FVaue = 4123 R-squared = .3346
Prob>F = .0001 Adjusted R-squared = .3338
Parameter  Standard
Independent Variable Mean estimate error T statistic
Intercept — -107,246 5,120.44 -20.94 ***
Household’ s total
monthly income $6,765.11 4.65 0.15 32.03 ***
Age of worker 435 1,107.76 90.26 12.27 ***
Sex (1 = male) 545  -2,266.01  1,506.82 -1.50
Race (1=white) 934 17,085 2,995.58 5.70 ***
Marital status (1 = married) 717 14,473 1,851.27 7.82 ***
Has children under age 18 419 -6,265.18  1,683.07 -3.72 ***
Owns home 830 594695 2,116.69 2.81 **
Less than 12 years of school 026 -12,812 4,768.91 -2.69 **
High school graduate 228 -2,94750  1,998.17 -1.48
College graduate 418 17,996 1,761.66 10.22 ***
Worksin public sector 71 -10,124 1,983.18 -5.10 ***
Works part-time 257 350559  1,703.19 2.06 **
Greatest number of years
worker has contributed to IRA,
Keogh, or 401(k) plan 7.597  5,488.99 145.28 37.78 ***
Invests some of plan in stocks
or mutual funds .835 15,053 1,978.86 7.61 ***
Household owns an
IRA or Keogh 511 22,688 1,566.29 14.49 ***

*** = gignificant at .01 level
** = dignificant at .05 level

Notes:

Regression results were estimated using unweighted values for each observation.

The R?indicates that the model accountsfor about 33% of the variationin account balances. The mean
is the average value of each independent variable for all observations in the sample. The parameter
isthe estimated change in the dependent variable associated with a one unit change in the independent
variable. The standard error is an estimate of the likely deviation of the true regression coefficient
from the estimated value. T he t-statistic isthe ratio of the parameter estimate to the standard error.
It indicates whether each estimated coefficient is statistically significant.

Source: CRS analysis of the Census Bureau’s Survey of Income and Program Participation.
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Table A3. Worker Ownership of 401(k)-type Accounts in 2000
(Number of workers in thousands)
Do you have any 401 (k) or thrift plan accounts in your own name?
Yes No Total
Worker characteristics: Number Percent Number Percent Number
Age
25to0 34 8,149 25.9% 23,284 74.1% 31,433
35to 44 12,393 33.2% 24,972 66.8% 37,365
45 to 54 10,192 34.2% 19,619 65.8% 29,811
5510 64 4,037 28.7% 10,016 71.3% 14,054
Race
White 30,660 32.4% 64,110 67.6% 94,770
Black 2,759 21.5% 10,079 78.5% 12,837
Asian or Native American 1,353 26.8% 3,703 73.2% 5,056
Sex
Male 19,852 33.1% 40,087 66.9% 59,939
Female 14,919 28.3% 37,804 71.7% 52,723
Education
Did not graduate High School 1,521 11.5% 11,682 88.5% 13,203
High School graduate 7,933 24.2% 24,906 75.8% 32,839
Some college 11,307 33.0% 22,951 67.0% 34,258
College graduate 14,011 43.3% 18,353 56.7% 32,364
Marital status
Married 24,402 32.6% 50,547 67.4% 74,948
Not married 10,369 27.5% 27,345 72.5% 37,714
Annual household income
Under $20,000 1,284 11.2% 10,225 88.8% 11,509
$20,000 to $39,999 5,483 20.9% 20,702 79.1% 26,185
$40,000 to $59,999 8,190 30.8% 18,391 69.2% 26,581
$60,000 or more 19,814 41.0% 28,573 59.0% 48,388
Own or rent home
Oown 28,128 34.4% 53,589 65.6% 81,713
Rent 6,648 21.5% 24,303 78.5% 30,950
Urban or rural location
Urban 29,690 31.9% 63,302 68.1% 92,992
Rural 5,081 25.8% 14,590 74.2% 19,671
Full time or part time worker
Full time (35+ hours per week) 26,938 32.8% 55,321 67.2% 82,260
Part time 7,833 25.8% 22,570 74.2% 30,403
Establishment size and sector
Private: temp/contingent worker 1,311 10.9% 10,731 89.1% 12,042
Private: under 25 employees 5,572 19.1% 23,545 80.9% 29,117
Private: 25 to 99 employees 6,365 33.0% 12,899 67.0% 19,263
Private: 100 or more employees 15,562 46.1% 18,208 53.9% 33,770
Public Sector 5,962 32.3% 12,508 67.7% 18,471
Have an IRA or Keogh plan?
Yes 9,121 42.6% 12,301 57.4% 21,422
No 25,651 28.1% 65,590 71.9%) 91,241
Total 34,772 30.9% 77,891 69.1% 112,663
Note: All workers, ages 25 to 64 in 2000.

Source: CRS analysis of the Census Bureau’s Survey of Income and Program Participation.



CRS-26
Table A4. Worker Ownership of Individual Retirement Accounts in 2000

(Number of workers in thousands)

Do you have an individual retirement account (IRA) or a Keogh plan?

Yes No Total

Worker characteristics: Number Percent Number Percent Number
Age
25t0 34 3,064 9.8% 28,369 90.2% 31,433
35to 44 6,238 16.7% 31,126 83.3% 37,365
45to 54 7,515 25.2% 22,296 74.8% 29,811
55 to 64 4,605 32.8% 9,449 67.2% 14,054
Race
White 19,843 20.9% 74,927 79.1% 94,770
Black 771 6.0% 12,066 94.0% 12,837
Asian or Native American 808 16.0% 4,247 84.0% 5,056
Sex
Male 11,741 19.6% 48,198 80.4% 59,939
Female 9,681 18.4% 43,043 81.6% 52,723
Education
Did not graduate High School 530 4.0% 12,673 96.0% 13,203
High School graduate 3,817 11.6% 29,022 88.4% 32,839
Some college 6,015 17.6% 28,243 82.4% 34,258
College graduate 11,060 34.2% 21,303 65.8% 32,363
Marital status
Married 16,010 21.4% 58,939 78.6% 74,948
Not married 5,412 14.4% 32,302 85.6% 37,714
Annual household income
Under $20,000 1,101 9.6% 10,408 90.4% 11,509
$20,000 to $39,999 2,953 11.3% 23,233 88.7% 26,186
$40,000 to $59,999 4,345 16.4% 22,236 83.6% 26,581
$60,000 or more 13,024 26.9% 35,364 73.1% 48,388
Own or rent home
Own 18,764 23.0% 62,948 77.0% 81,713
Rent 2,658 8.6% 28,293 91.4% 30,950
Urban or rural location
Urban 18,072 19.4% 74,920 80.6% 92,992
Rural 3,350 17.0% 16,321 83.0% 19,671
Full time or part time worker
Full time (35+ hours per week) 14,755 17.9% 67,505 82.1% 82,260
Part time 6,667 21.9% 23,736 78.1% 30,403
Establishment size and sector
Private: temp/contingent worker 3,502 29.1% 8,540 70.1% 12,042
Private: under 25 employees 5,381 18.5% 23,736 81.5% 29,117
Private: 25 to 99 employees 3,076 16.0% 16,188 84.0% 19,263
Private: 100 or more employees 5,860 17.4% 27,910 82.6% 33,770
Public Sector 3,604 19.5% 14,867 80.5% 18,471
Participate in a 401(k) plan?
Yes 9,121 26.2% 25,651 73.8% 34,772
No 12,301 15.8% 65,590 84.2% 77,891
Total 21,422 19.0% 91,241 81.0% 112,663

Note: All workers, ages 25 to 64 in 2000.

Source: CRS analysis of the Census Bureau’s Survey of Income and Program Participation.
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