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AMERICAN ATTITUDES TOWARD Pl&VSIONS
AND RETIREMANT .

3 .

WEDNESDAY, FEBRUARY 28, 1079

- .S, Housk oF REPRESENTATIVES,
SerLect CoMMiTrEF o8 AaiNa,
. -« Washington, V('

The committee met, pursuant to notice, at 2:10 pan., in room 345.. .
Cannon House Office Building, Hon, Claude Pepper (chairman of the .
committee) presiding, o

‘Members present: Represe tatives Pepper of Florida: Downey of
New York: Hughes of New Jersey; Evans of Indiana: Qakar of
Ohio: Luken of Ohio: Ferraro of New York: Byron of Maryland;
Ratchford of Connectient; Mica of Florida: Stack of Florida ; Wax-
man of California: Synar of Oklahoma; Atkinson of Pennsylvania;
Grassley of Towa: Abdnor of South Dakota: Regula of ( dhio: Dornan
of Californin: Hollenbeek of New Jersey: Green of New York;
Whittaker of Kansas: and Hopkins of Kmfglcky. '

Staff present: Robert N, Weiner, staff director: Lyle MeClain,
professional staff member: and Henry Hicks, professional staff
member,

OPENING STATEMENT OF CHAIRMAN CLAUDE PEPPER

Mr. Prreeg. ‘The committee will come to ordes,

Over the lnst few years Congress has often seened uncertain about
the direction a national policy on retirement should take, In 1978, we
began to define 2 new national policy based on u full recognition of the
rights of tlie elderly by enacting this committee’s legislatjon to limit
age-based foreed retirement, Yet, there rewains considerable uneer-
tainty about public satisfaction or dissatizfuction with current retire-
ment. practices, social security and pension plan arrangements. As our
soeiety ages with more and more persons over 65, these questions will
become among the most erucial we as 1 mtion must address, )

We are fortunate to hear today from one of the Nation’s premier
pollsters, Mr. Louis Harris, as we grapple with these problems, an old
friend of mine, [ am proud to =ay. He has just conducted a national
survey of people currently werking, retived persons, and businesy lead-
ors, Mr. Havris' findings are extremely iieportant and he will discuss
them in detail shertly, but perhaps the inost signifieant among the
results concerned mandatory retiresnent, which onr committoe has seen
as the violation of a civil right, .

Eighty-sight percent of enrrent employees believe that nobody
should be foreed to retire beeause of age if he wants to continue work

N

-
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ing and ean =till do a good joly | consider this to be a mandate from
the Nmeriean people that they fully support and expoct Congress to
go even further than om~hill of last year<hy cmnp{otvly abolishing
nrndatory retirement on acconnt of age, In fact, the survey oven
shows strong support for an end to mandatory retirement in the busi-
ness community, since two ot of every three exeeutives favored this
position, The will of the people is clear. Nothing less than total aboli-
tion of mandatory retirement will sti=fy them, and J will press for
carly actionwn new jegislation that we have introdieed to completely
eliminate the last vestiges of ageism from our public and private em-
plavee programs,

Thee Heeris ~urvey wakes one other vital point, More than 40 per-
vent of the retivees surveyed reported that inflation has seriously re-
duced their standard f Tiving, inflation 1= the No, | public enemy of
the elderly. 1t cats away at their fixed incomes and to the extent that
thev are entitled to cost of Tiving raises in pension plans such as socinl
~erurity, the fnerease temls the donble digit inereases in the cost of
health cave, foud, energy. and housing.

The rising cost of medieal eare i< a speeial coneern of the elderly,
Older people are sick three times as often and their illnesses st three
tine Janger on the average than those of vounger people. The cost of
henlth enve i< right at the top of the inflationary spiral, Hospital costs
have seared actwesn 132 and 16 pereent oach year recently, ‘The Presi-
dent bas ueged, and conmoanzense coneies, that we have got to pat
a Hid on haspital costs and alb other costs too,

Pvant to thank Me, Havris and M. Kenneth Keene, who is viee
president of Johpson & Higgins the pension advisory tirm which com
arvis s tudyy For taking time from their by schedules
o hare the teNglts of this neijor new o0l with one conmitee tolav,
That i a mieet L 0Thortt eontribution to the progress of legaslation in
this very erttieal area, :

M, Girnasley . do vou have a statement to mihe?

STATEMENT OF REPRESERTATIVE CHARLES é GRASSLEY

Me. GigvSony, Thank vone Mes Channman,

My tatement 1 ot to be brict and o complimentary one, 1 antied
parte ot iont and mformative hearinge wineh will shed an objective and
sl ioeded heht on publie attundes toward retirement and retive
veent - urety, beongratnlate Jolmsn & Thegins for theirmitiative in
thoe field and for their con=i-loation in bringing their findings to this
et tee st the Congre - s whele, Dalao coneratulane Mre, Lon
Prarrt oted b orsoatien for developang the attitndima] sarvey on
tie nhipet e uprves tnding - and the Jobinaon Thigerine- commnien
i eogs ther - bty ecpresont aconsidered and conscientions effort to
Preit At thengin tegarding peisions aid retivement- inoa fa
terad aned s vty contest.

T eomomme vears theere will be o teady ameresee i the pereentage of
et dd pes one wa ki one poprlaton, bnoelaine teroe s we will HEIYT
Lo seraime taspronet  apperting note tetived person- This means
P2t aneat rentady et ebier tetiveneent pros e will pose finanemer
otk e ol s v e nersetataeie, We caneot defandt an one obhies
crone tr 0 Shorte Berebors we e B vay tooa sre tha retined

it-<totied the |
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vear< are rewarded with a goad quality of 1ife, but at the same time,
we have an obligation to protect the working foree and the country
from tax wedd-ons that feed inflation and undermine the national work
incentive, 1 find this coneept to be implicit in Mr, Keeue's written state-
ment and | look Torward to further diseussion of this point in the
congse of thix testimony,

Mr, Preper, Thank yvou very mueh.

Mr. Downey? ,

Mr. Dowsey, Me, Chaivman, 1 have uo statement,

My, Peerer, Mr. Mbdnor ¢ '

STATEMENT OF REPRESENTATIVE JAMES ABDNOR

M, Asoyor, Thank you, Mr. Chairman,

. 1 am just happy to be a part of this heaving beeause T think it is zo
important, T eertaindy commend Me. Keeve and Johnson & iggins
for undertaking this project, and 1 want to commend vou, M,
¢ hairman, for the fine work von have done in arranging this hearing,

I think the survey is of uppevmost importance ad tiweliness be-
ciiime Americans are gquickly o ing confidence in the social seenrity
=v~tentand are nmlerstandably concerned about what the fu ure holds,
11 1< eertaindy time we bilt a system in which Amerieans ean feol con-
fortable abott their retizement years, The supvey is certain to promote
healthy disenssion and that is why Tam happy to twe o part of 1. There
are spreitie points in this sarvey Yhat are going to be an excellent back -
aronnd as we =tudy the suthjeet aged T think it certainly shows that the
peaple of this comntey are concerred about inflation, "They do not trust
the ability of the Federal Governuent to nemge vetirenent progratns,
I think we need to envoarsge privdte pension plass and individual re-
tirement progeams, an opinton thal this survey brings out,

U wenld Hike permission to-ubmg my statewent into the record,

Me P Yes, Phank vou very mneh,

U he prepared statement of Bepr. cmative James Abdnor follows:|

Prrvage s Siatt vt seor [egr nsvoarna Javes Minnog

tostne Cepy phestsend o b hete foday to sthe part in this ujeorrtant hettving, To
bein, | wonld like to eommend Jobnson & Higging for undertaking and fumding
this project gt Tee Fhnris gor condneting anolhier eveel ent rus of Aericitn
tittndes 1 wenhd absa like to copmed Chairmain Pepper for his fine work in
arrangitie this bt g ) )

PThiv survey is of utmoest Tnsetanes qand timoliness  Amerieans are guichly
fomttize eotfrcdenee b the Noon] Seonrty sestetn atsel sre anderstapdaldy coneected
aheett wWhat the fatnre Falte 1~ certaindy time we biihl sy stem which
Ndseer fertin< esthy Based s o fortsbote bt thisir cetirerietit y s

The survey §s certgin to promote hoalthy dizenssion maed <hoathd ensnritge
Bt eotpaetel by Hhe dites Gty of Lgibding o sonned tatiotan padie s fonsrd retitenen
Flise tropeart o Herrly Sndentities those grens that tesed prompt sitentiog, el IT'm
s The ~tpev ey posnlio will bee st treigendons betae it T Cabicfess i fre st~ to
el vons the a0 pntpees

T just warnt 1o toreh ot costple of peintsand will iy 1o heepany etk <horl.
Pitet e 12, 51 g0 vels Stppropriete thoa nurior e, 1. oiven do il ion sl
Moo svere gt 1l et s o petitetient, Btation thatcitete et oettlr ttos -
by bt cnrrently tetipeed ated living on tined oot Biat 3t aleo thregtens
thee wbilitn eof etft tectein e procide for fangre vetiveiient bebeto . ol
atstiend Soop t etz fotreee thart e Rl fintatiege whienile] Lo o 13 Lottabueep oofage fotd
vty G this conntey, ami ool the pitbidie i rapidly conupe o fine same
toeis trodmae 1 tmeedit abees wend i ghied the savves peanlte huew tiat covettinent
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and government spending are among the mijor epusex of inflation—Iif more
people begin to recognize the effects of incteased government spending, perhaps
we will be able to make some progress in limiting such expenditures. Certainly we
need fo Insure that retitement programs are able to keep pace with inflation,
thromgh cost-of-living adjustiments or some other mechanism, but we also have
to hold down luflation itself,

In addressing the survey results themselves, 1 would like to say that 1 do
think Americans have the responsibility to provide for thelr retirement. along
with the government and the employer. I agree wholeheartedly with the con-
clusion that the Social Security sy stem xhould be Hmited to its ortginal purpose--
to prov.de a basic tloor of protection to supplement other sources of retirement
incotire. The Soclal Security system caunot and should not try to meet all of the
retirement needs of Americans. The survey results clearly show that the people
of thiz country do not trust the ability of federal governument to manage retire-
ment programs, including Soetal Security, and I personally thiuk this distrust
ix justified. Only by encouraging private pension plans and individual vetirement
programs will we be able to develop a fiscaliy respr-nsible approach to meeting
retir \ment needs. .

In an effort to keep retirement costs under contral, 1t ix an excellent fdea to
explore new methods of stiinulating individual retirement plans. -in addition to
or canjutetion with existng TR\ programs. it is signtticant thay 88¢; of the
emuployees tnterviewed in the survey indicated they would be willing to increase
their contributions it it means increased retirement henefits. Certainly those indi-
viduals willing and able to contribute to thetr retirement programs should be
given the opportunity to do so.

I would like to make one last point before T conclude, 1t is very encotreging
to note that the great majority of private peusion plans are doing an excellent
Joh of supplementing retirement income. The record over the past few years
shows that the private sector is very capable of developiug and operating de-
pendable pensfon programs, aad I think its important that we encourage the .
expuansion of xuch programs. 1t is fmportant that business e afforded the
proper enviromuent in whi<h to develop these progratus Employees certainly
st have safeguards and axsurances that thelr pension plans will deliver the
henetits ax planned  the ERISA law provides such protection- but we must ilso
recopnize and address thgse areas which work agufast the expansion of weeded
pension progeams, such as the bunden of paperwork and reporting regquirenments,

In conclusion, 1 want to express my appreciation for a job well done. The
survey tindings provide an excellont look at Aerlenns attitudex townrd re-
tivement, and the commnentary mukes i number of very relevant ebservations and
recoriiendations which deserve the cureful attention of Congress. ’

Thank you very much.

Mr. Prpper, Miss Oakar?

STATEMENT OF REPRESENTATIVE MARY ROSE OAKAR

Miss Oaxar, Thank you, Mr, Chairman. 1 look forward to the testi-
mony concerning attitudes of Americans toward pension and retire-
ment and 1 think it is timely, There are two points that 1 want to make
at this time and T think that there ave in addition two miseoneeptions
which surround the social security system and the negative misin-
formation in terms of attitudes which permeate the dimension to
which the press sometimes looks at it, One point that 1 would like to
make ix that frequently seen in terms of misconception is that, No. 1.
soctul security is a handont, and. No. 2, that soein) securit ¥ benefits aye
an extension of the welfare program,

The social security system from its ineeption to the present time
never wis, is nof now, nor i it ever to be intended. P helieve and 1
hope, to hecome either o handout or an extension of the welfare ~¥sten,
Just to give vou an example, it ix no wonder the prublic has miseon-
ceptions about the solvency of the program when 1he pres<at times do
not give the proper information. A recent editorinl in one of the loenl

3
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papers in my city-of Cleveland, and four other areas in Ohio had the
same editoral,in defense of the administration's proposed cutbacks in
socig) security sardonically referred to the system as “a sacred cow and

_tandout.” My response in my letter to the editor to such & vindictive

and boyas metaphor was that it was indeed sacred, sacred in the same
sensé as any binding contract, as our insurance x:'ghts earned frov;
faithfully paid premiums, and our maneys deposited into an account.

This particular editorial, which 1. think at times is unfortunately
typical, is indicative of a gross misunderstanding and misinterpreta-
tion of the social security gystem. The attitude conveyed appears to
bo the commanding climatea%lomling the real and true colors of the
nature and purposes of socidl security. Reeducation as to the real
spirit, intent and definition of the social security system will hopefully
begin in these chambers today. .

At a hearing thiat we had several weeks ago on the impact of the.
1979 budget on the clderly, Mr. Nelson Cruikshank, the Chairman of
the Federal Couneil on the Aging and White House advisor on the
elderly, commented on the predominate attitude toward ti.e proposed
¢limination of the $255 lnmp-sum-death benefit. Mr, « uikshank

+

stated—-

The argument is offered thac if the familles are in real need, the expenses
et be mel by welfare payment, ‘This argiument reveals nn utter and gross mis-
understanding of the nature and purpose of the sacial security program.

Mr, Cruikshank is preciscly correct, it. seems to me, in his conelusion.
The role of the Federal’ Government in the socinl security system is
that of trustee. not owner. The moneys acerued are the resul.s of life-
time Yaymonts of individuals who contributed to the system, Benefits
distributed in the agent of the Federsl Government belong to the
beneficiaries,

Social security is not a welfare program, nor i it # handout. It is the
result of payments paid in by employees, So that 1 think that what we
have 10 do is to insure the fact that Americans realize, as Dr. Wilbur
Cohen stated. that it is absolutely one of the most valunble programs
that we have ever had in our country. I think that the misunderstand-
ings and attitudes by those people ‘in a powerful position to com-

. munieate with Americans, like members of the press and press editorial

writers have got to understand the nature-of the system to begin with
if we are ever to see positive, meaningful, accurate deseriptions of
what the system isand {ms hecome conveved to the public,

Mr. Prever. Thank you, Miss Qukar. Mr. Green,

STATEMENT OF REPRESENTATIVE S. WILLIAM GREEN

Alr. Girees, Mr, Chairman, 1 welcote the hearings tocay, 1 do =o
because T am persuaded that the 1977 Sacinl Security Aet amend-
ments are not t‘w lust word as far ax social security legislation is con-
cerned. The very large tax increases ealled for by “that act. which the
American public has just begun to pay the first fnstalliment this vear,
and the fact that even with those very large tax inereases it appears
that the system is not fully funded, looking at it over a 5-vear per-
spective, undoubtedly means that Congress is going to have to be
examining the svstem further,
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In that examination ¥ think it will be very helpful to have the data
that Johnson & Higgins and Mr, Havris are makimg available to us
today as to what the perceptions and expeetatjons are of the American
peagle with pespect to the social seenrity sy=tem, other pension plans
and Yetirenent in general, So, 1 thank them for their contribution to
what#1 know i~ going to be a very impSrtant delbate in the 96th
Congress,

- "Mr. Peeper. Thank vou  Mr, Green,

Mr. Hughes? )

Mre. Heanes, Thank yot, M, Chairman, [ have no formal tatement,
I ojnst wonld Jike to wolemne My, Hareis and Mr, Keene Intfore this
committee, Hopefully we can receive their testimony in the veey near
futtire, Thank vou,

Me. Preers Thank vou Me, Luken ¢ ;

Me, Fa kes. M. Chairman, 1 would echo the <tatement of my ol
beasne, Me. Hughies, 1 have no statement and T owould be hopeful’that
we conhd move toward adoptiqu in thiz cononnittee, of which T am a
new member and am bish enough to make a suggestion for that
rewsotr, that we could move in these hearings to taking testimony im-
tiedintely From the witnesses after the chaivman and the ranking
inor 1y menther make astatement, 1 think that s the ain pArp se
we et Tor, to hear from the witnesses, )

Mr, Preprr, That is very kind of you, M, Luken, Due to the Large
stz of oar connitiee now, we have o serions problem abont time if we
atford the ordinury opportanity 1or mewmbers to make their statements,
We have two sery pnportant and very sy people that are heve to
testify to s That i~ what we are veadly htre for, T am sorey 1 did not
ot the exanple of o b aminnte <tatement. T do not esxpear to ke any
mare than a b owminete statement in the begrinning hereafter, and en-
covaragre all of us to defer statements a~ wueh as we ean, Would the
committes e witling to defer their statenents a tittle bit later or pat
them in the rerord ¢ Consent i herehy given withont objectioh fo all
meetabier-to insert any statenent thar they wish to make as an opening
~V eyt 1y Hu- t'm'ut'«‘. “'un]:i .'um !w :l:."l'('\':l}‘]v ' xl('ft't'l'ing Hu' m:tk-
1 of turther cterent- and allowing usto l~v;,'i(: to hear the witnesses
e/ T

PEversane caid 2 Ye U .

Thatk vou veey mneh,

CFhe pvrared tetenent s of Representatives William € Wanpler,
Pravid W, M-, Withaan R Ratehford, and Geraldine X, Ferraro
follaw «¢ *

N

Praty vat o SEvRy g b Reriseraoviing Watgsaae € Wanp sy

My e g b oaesh tee s apenpeennd vear woptstirndits lesder<liip in cehiednling
ety ot thee L1t el et oof Apeeestogne VtEItedes CPonard Penddetis ot
Foorpset zet 0 18 be woth sitte etes cqepae Gtteestt that [ oweebeestnne Baoble of gesdie s ot
LRI IS SO R g eemre pevgme trae WHIT hee p e iy nent et ooy fe thee
el vinns of the Coitp i oo ated e Ritbe canmittee on Hetireient Locome and
Ponepeten - ont v s il bocepve s - the Rabkima Miuority Memiduer, .

Foo goitees o feben Lot wali b tov sbene a fhe poeotdt o o the 1009 Stnde
oAt et v enda CPete et B testans citad Retivergens by Leatic Harris qnd
L WP £ Phe cxorves o arpegated nttlatedss tesvard pabati o aned the
co br L e el Bfe v teeb Py Pelareaieenr L it peen pols, sded soeial
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T awm pleased that the survey also included questions concerning total abolizh-
ment of mandutory setirement, and the need for pre-retiremont planning, 1 have,
ro ently introditesd fogislution to nddress hoth af these needs,

Twdny we hope to answer bl polley questions such as why retivees view
inflation ax the number one , oblem today Will providers of petirement income
fool fnerensiug pressure for lurgor benefits in future yours? Are employees will-
ing to contritnite move-to thely pension plans in sxcehnuge for additiounl pensfon
henetits? How do employers and employers view social security and private |
peuston plans? Should jfudividualzs be permitted to have Individuai Retirement
Accounts to supplement thelr prividg pensions?

The stitve) sbonld alse shed Haht on ancertaintles faced hv mda\ s ol
workers, How wonld the total abolition of mandutory retiretent alter existiug
smployment trends? What doexs the future hold ¢ developing alternatives to
retireawnt ?

Mr. Chuirpmn, 1 otrust that one review of retisement smireex will foster a
untional retirement policy responsive to the changing attitudes toward pen.
sions and retirement. Let us strive to guarantee a life of ecconomic security
wnd indepeadence for older Amerfenus, .

PrEpaged RParnurNT or RESRESENTATIVE Davie W. EvaNs

Mr, Chuirman, 1 am pleased to welcome our witnesrs, Mn Lou Harrls. 1 am
lookime forpmid to Mr. Harrds tinaing on Vwerican attttudes towsrd pensions
nnd retivenent. 1 eotnend the Chairnmn for his contitnged instght ad pecogni-
tion that the {ssue of retirement and its tanacind ramitteations ix still plagued
with uncertaintics. 1 believe it ix erucinl that we consicier the problets that
muy e encotuntered by fatture retirees and pru\'idvrs of retirement ftcome in
the yeurs gheid.

1 an Dopeful thiat today’s hearings will provide m with infurmation that swild
ennble us to det with the contingencies of the future. We geed to huve tnput
ot the netions, attitndes, und colwesrus of employeess whe witl be affectisnd by
pensfou and retiremoent programs. 1f we ean focus on the difficultios that
retirees eicountor, 1 nm contdeut that we will be alide to belp them svert many
of the obxtaches they wmay fiee apon retirement and espeetally the wost de vastat.
ing of all, munely dnanceial haedsbip,

~
Purrsern Suaeavr o REPRISRN LAV Wehartaw B Raretorp

Mr o clntivman in assessingg Aperican attitndes towatd pensions and retive.
Mot Wee funst Hest oxamitte sone besie demogeapiie faets, The wost puportant
plicttonpetton to cotsider i the avine of thatr Seneration born durim., the pun!
Waorkd War T or “baby b 7 eri Uhe maznitnde af this buge idersse of hirths
duritgg the period 17 50 all e felt most mr the conusg years with the biggest
veetiog - The Reclal Seenrity Sy<tem, )

Ax this greneration reaches retirement age, tretonetdons deteeatds will Lie pat
on the Noeigl Recarity system for rotiraaent inconps What with the agerasvating
ecircumstanie s af the “baby Hast” of thie Girs aud ciely 00s the grentest strain
Wil B phaced ol New-tal Sectltity resemie at thee sgoae titne thit there nre far
fewer worhers behiing chose of retirement g padving ito o fund,

Toduy, My ¢ luurmml there are 83 millbon Awecienns age 65 and over, The
SoodplSuutrity ssstern < trust funds are now overburdened by the addition of
isability lu.m'mu o 3108, Medicure in 190, and dmnands to meet the wewmds
af 0 growimng aing o opagdution in intlationary times, These fae1< lave contributed.
to inerensing coneern with (e fature solvesney of this systen,

Proposed ent~ in socianl security bemetits, Ve, Clhiairman, and s contimuing
thianeial dilonog threaten to vieliate the very ronl sowedal cogupuiet that workers of
il grees ave e nzed in Se h pnh}wt\ are et distuebipe, el Fwill be ppost
intereded 1o hestr Messe<, Hueris atid Keete disgiizs pabhie sontiments on these
Pestios, Colisideration of other sortens glternati®es pow being pronosed st in-
s take futo srecennt thesee who s contribmted to the system thromghont their
Weerhitig yestrsaind enpreet o teveny e sapplemental ineome upon retiroment,

11 pestssesins the o jor seabcof tag efivement progeam for warking suen and
wothiel, e st readiae the tocessity to seok altermitive <souries of funding for
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Meadicare and Disability Insurance, while s#eeking to expand the availability and
voverage of publie aud private pension girograns. Retiremeut at any age should
gaarantee u life of dignity, with aill nur‘imsh- human needs met,

AR we eginnine these serions questions, Mr. Chairan, it i imperat:ve that we
seriously regard public opinjon péfore developing a sound retirement program
for atl Amerieans, Again, ¥ thark Messes, Hardin and Keene for taking toe time
t‘n. Join in this dialogue h(‘ﬂ!{l“.m,\'. and to share with ux fuportant statistical
data. /!

- m——

PREPARED S'uh::sr OF RRPRESENTATIVE GERALDINE A, FERBARO

Thank you, Mr. ChaiPman. Rinee 1 took office, the majority of my constituent
mafl has cotutered nround the issue of retirement income. Social Security recip-
Jonts are concerned with the threat of decreased benetits und the fiscal solvency
of the trust funds, Former and present federal employees are concerned by the
threan of aniversal coverage—n move which they see ax throwing them from the
frying pan futo the fire. All of them are concerned nbout the threat of a retire-
ment inceane that will not allow them to even maintain u decent standard of
livimg. For these tensons, 1 am delighted that the Committee has called this
fmportant hearing to explore American attitudes towatd retirement and pensions.

Our elderly population is inereasing at a rapid rate, These older Americans are
depeading more amd more on retirement inconie for the busle necessities in their
post-workiug years. The Survey indicates that Americans are, quite understand.
ably in this time of inflation, saving lesx iind 1ess, The problem i3 2 severe one
which nunderceuts the intent of the xoelal security progtam and underscores the
noed for a uatlonal policy on retirement. 13.5 willion elderly, more than half of
the total senfor papulation, receive soecinl xecurity alone. They have no private
peusions. Rocipl security i not a supplement to their retivement inconie—it IR
thelr retireihent income,

The prohlem goes beyend “severe” and becomes “eritical” when it ix coupled
with the shif’s in the ratio of benefieiuries to worker.. 1 was pleased to note that
the Nurvey indlented that current vecipients are aware of the fact that their
ineomes wre dertved not from funds which they had pat away, hut from the with-
holding of funds from current employees. T do worry, however, that thiz knowl-
edge will lead to an tnerensed awareness of the fact that we are faecing the
possibility of wat having enangh workers to cover heneficiaries. The worker to
henetieiary ratio was ¥ to 1 in 1935, it ix now 3 to . .

It is evident to e that retirement income policies wﬁl play an increasuzly
fmportant role in the Hves of onr constitnents, Likewise, it will be increasifigly
tmporiant for this Committe s and this Congress to deal with the problem. 1 am

_pleased to partiely ate in this unporta- hearing and T . looking forward to the

tostimony of our distinguished witimeres

Me, Prever. We are grateful to you, Mr. Harris, and to yvou, Mr.
Keene. for giving us this invaluable testimony that yvou prapase to offer
here this afternoon, Coming from yvou, it will have an enormous im-
pact upon the Ameriean people, beeause the Ametican people acknowl-
edene vour ~suptemaey ie this great tield and the responsibility of your
diselosire, and we commend also yo .. Mr, Keene, for your company,
John-on & Tlhigems, of mthoizing thi< -arvey by Me, Harris,

So, M, Harris, we will encourage von, if vou will, to make your
statement to the comittes,

STATEMENT OF LOUIS HARRIS, LOUIS HARRIS & ASSOCIATES, INC.

Me Haveas, M Cliiemoan, let wacay at the outzet, it is a great,
privilege to be here taday and a singular personal pleasure. Mr.
Chatrman, o ~ee you again,

foane -ubmitting quite apart from this statement to the committee
the tudl vepors of the survey that 1 hold here and T would hope this
report will be ineluded i the hearing record, Mre, Chairman,

12
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_Mr, Prerer. We are pleased to have it, Mr, Harris. Without objec-
tion, it will be accepted for the record and will be printed as a document
of this committee,

[ See appendix 1, p. 39 for survey entitled “1979 Study of American

Attitndes Toward Pensions and Retirement™ sizbmitted by Mr. Harris. |

Mr. Harris, Mr. Chairman, in many ways, this study of the attitudes
of the American prople toward pensions and retirement is a first.
There have been studies about aging and retirement. I know we have
surveyed financial executives and pension fund managers on the sab-
jeet of pensions, but T must say, Johnson & Higgins have been’ pioneers
to commission a good, hard ook at what has been mostly a sleeping
ginnt out there, the nltimate recipients of pension benefits by the
American people themselves. ¥n all, last Angust our firm surveyed 2
national eross section of 1330 enrrent full-time employees and 397
more who had retired from full-time work. In addition, we surveyed
those business and financial exeentives from 212 of the Fortune 1,000
Tist, that is, those who deal with pension and retirement problems. One
of the most fascinting aspects of the study. which I will go bark to
over and over again, is to compare the perceptions of the public on
retirement and pensions on the one hand. and compare them with what
these business exeentives both feel the people feel and also the way
the exeeutives themselves feel abont it,

It 1= impossible. Mr, ("hairman, te serateh very far beneath the sur-
face these davs to turn up what ix surely the dominant werry in
America in these last years of the 1970°, the dsep, deep concern over
the continuing high rute of inflation, Fully 84 percent of all vetired

pwople we surveved feel that inflation is reducing their standard of

living, An even higher 88 percent of envvently employed people share
the -ame® view,

T..¢ role of pensions is a pivotal one though, We can see that where
anong retired people who have no pension benefits, 53 percent report
they are in desperate shape, Their standard of living has not only heen
rednend ¢ it has been seriously rednced, This compares with 28 pereent
of those who shire the same feeling but who have a pension. 1f you
don't have a pension it's double trouble, It’s o~ versus 58 or 53, The
people without pensions are really hurting in this time of inflation,
Among employers, 61 pereent say that as a vesnlt of inflation, their
~ingle biggest problem in funding their pension funds and financing
them is what does the rising cost do to inflation, and that is a real
upaivment of their corporate pension funding todav,

Amongr the retired, 65 pervent feel that the quality of life for them
i< #s good ax it was when thev.were working, That may sound high, but
a subwtantial 34 percent—that’s 1 in every 3—say they have had to
ent their quality of life. Among this minority, 2 in every 3 say that
their financint probloms, their inability to pay for basie and exsential
life support items is the route of their trouble, Among retirees as a
whole, no more than 5% percent can report that their euvrent standard
of Tiving is adeguate, but 12 percent, and that’s what we call a eritical
winoriiy i owr business, say their standard of living simply is not
adeguate,

That's why in our surveys, consistently 2 out of every 3 people with
tomes below the poverty line these davs are older eitizens, That
they are hurting i= an understatement. That they are being vietimized



Q

ERIC

Aruitoxt provided by Eic:

' 10

¢

-

by inflation and they are desperate, is indeed the fac, For oxumgk‘,
weatshed this eross seetion of retired people in this survey what they
wouhl do if they bad an additional $100 income per month. Among
the key answers werwe, first, 21 pereent said they would fix up their
homes: 1N poreent-—that’s better than 1 in 6—-said they would buy
fod, and they weren't talking about gourmet food : they were talking
shout hasie essentials of food; 14 percent would pay ‘off old debts;
12 percent would buy clothes thet they thonght they sorely needed;
and T percent, despite medieare, medicaid and all these programs,
said they would go to a doctor or a dentist, These people, My, Chair-
nan, are hungry, ili-elad, in debt and il-housed today.

Fhus, it is perhaps no gyeat surprise that when we asked both cur-
rent ad retived cmployees what they felt most keenly about in terms
of théir retiroment., a nearly unanimous 93 percent said they thought
i was very important that pension plans provide benefits that go up
with the rise in the cost of living. Among retired peeple, 67 percent
feel such a provizion not only is important but extremely important.
Many feel they will simply not survive without it.

One of the radical facts about inflation ix that our people no longer
ean aceept the notion that when they retire.they will have to take
some cot in their standard of living: 81 pereent. of enrrent employees
wnd an even higher 84 pereent of the retired feel that retirement. in-
come should be about the same ax their income was before retirement.,
Fhis i beeatise even when they are working full-time to iay, they ave
hurting, having tronble making ends meet. They feel they cannot make
1t retirement if they cannot at least sustain the standard of living
they have had while they are working, Sigmiticantly, 82 pereent of
the finaneial and pension exeeutives we surveved ugrve with the rest
of the people on this mportant point,

Curvent ciployees feel so trongly about achieving this sustained
ivone in retivement that s pereent say they would be willing to in-
credse theit own contributions to their pension plans, especially if
that jueant that their benetits: would go up as mflation rose, This
ectitity of being able to keep np with inflation runs very, very deep.
A~ provision, mone people want this, that i< keeping up with in-
flation in terne of what their pension will pay, than also favor the
option of reccivines benetits at an earlier retirement age, It outscores
Fiose who want 100 pereent garantee that they wonld receive their
peacton benetits regardbess of the investment performance of pension
Pansed=, and more wint this tied to fhe cost of living than does the
arniority who aloo wonbl Hke to e their survivors hensetits for their
spose incorporated into s pen-ion plan.

Ba-peallys prople sav that being able to cope with intlation upon
retirensent 1oeastly the toptnost foelt need of cuplovees tenlay when
they are thinkme abont what it will be like when they ~top waork,

oot addl Mes Chaivoan, from some other survevs we have
cotschietod ust e the pact menth o or <o, T2 pereeat of the publice feels
that the rtived and the elderly are eopecatly Tt by both the donhle
drat inthiron that we are now inoand, ironieallyv, By the Carter ad-
setstration’s cuve for that mtlation, which o< double digit intenest
rates on borvowing, and the v foel that the ohe gronp of people who
are Bt the speet sedee nooer Gahe abont i are the st ived and the
chlorive poagede o tined sneotnes,

1
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There is one important defense mechanism that current employees
are seizing upon as w way out of the potential retirement miseries, and
that is simply to keep working beyond the age when they can become
eliggible to retire. The trend toward carlier and carlier retirement,
which we saw for many yeatyeappears not only te be ending, but the
trend is pow likely to be just’the opposite direction of more and more
people postponing retiretuent to Oltll(!l' and older ages. By 88 to 10, and
this was the number yon quoted earlier, Mr, Chairman, a vast mhajority
of the current employeesgfee] that “nobody should be forced to retire
ecause of age if he or she wants to continue working and can still
do a good job.” '

Mr, Prprer. Excuse me, Mr, Harris, | have not read all of/your state-
ment., The Department of Labor issued an estimate about the time our
antimandatory retirement bill was passed last year that about 200,000
workers in their opinion would continne working under the protection
of our antimandatory retirement bill.

Have you given any estimate ¢ 1 note that you said that the trend now
has been diverted.

Mr. Hazris, Yes, sir. 1 am building up to that. We asked people in
this ~urvey directiy about it and 1 will cone to that, if you will give
e a oment,

Mr. Peppen. Very good,

Mr. Harms, We asked people speeitically what they intend to do
when they retire, and that isn't necessarily what it will be. but it is
changing, and changing dramatically.

We say by 62 to 34 percent, and this is significant, 2 solid majority
of current employees reject the notion that “older people should be
forced to retice at some age 0 as to open up jobs and promotions for
vounger poe ok Y Now, on this score, the business executives disagread,
Thev thought by 33 to 16 percent. Basically. what they are =aving i=
that they would like to see room made for the younger people, but not
50 the publie,

The public saic *No, sir. We don’t ihink that they <hould he foreed
to retire,” By 57 o 37 pervent, current employees, joined hy an even
higher 61 to 36 poreent majority of the retired people themselves, feel
that #*most older people can continue to perforn as well on the job as
they did when they were younger,” Wello Mr. Chairman, the employers
agin tend to disagree by 61 to 33 pereent. So, you ~ee the public and
the emplovers at loggerheads here, .

Finally. hy S0 to 1) pereent current employees and by 75 to 20 among
the retirees, they hoth agree that “most emplovers diseriminaie against
older praple and make it diflienlt for them to find work.™ Yet, by 67 to
H pereent, again, the employers disagreed,

Well, it i elear from these results that there is a veritable tide of
feeling sweeping across this conntry that in an era when most of the
work is not of the mule-hauling, physical labor Kind and wheu the
number of people ciploved producing physieal goods i dechining
while the number in serviee jobs i< inereasing that people simply onght
to be allowed to work just a- long as they can hn‘d down a job, irre-
spreetive of age, In tarne it is also abundantly plain that in the ranks of
manageinent, such a prevaiting mood is havd for them to adapt to,

To put ot bluntly, managenuent i~ going to Lave to cateh up with the

3

thinking of both current and retived cmployees and eateh up fast or
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they are going to tind themselves bucking the mainsirenm of American
attitudes all the way upstream, ' -

In fact, the results of this study show for the first time that nof only
has the majority of the American people come to the conelusion that
they want to outlaw mandatory rvetirement but that they intend to con-
tinue working when they reach retirement age, and, Mr, Chairman,-
now F'm getting to the question you asked. Some 22 percent of current
employees report they want to retire at an earlier age th:n the normal
retivement age, 26 percent. want to retire when the nortmal for re-
tivement is there, but a clear majority of 51 percent now say they want
to continue working rchen they reach retivement age in some kind of
work, either full time, part time, at their same job or a less demanding
one, but all of this instead of retiring, and, Mr, Chairman, that is the
first time we have ever had 2 majority of working people who say that
they aren’t going to retire. T would have to say. at least until we are
proven to the contrary, we onght to take them at their word. 1 think
thix was largety what was back in my statement that this earlier and
carlier retirement is going to shift now to longer and longer work. and
I think that may be one of the most sigmificant trands in all of these
United States,

Among these in the 50 to 64 age group, that is the group which is
abont. to retire in the next few years or might be eligible to, 48 percent
<ay they want fo continue working: 95 percent of those were covered hy
social seeurity, 62 percent by a private pension plan, and 28 percent. a
Government pension plen. Even among those who have retired now,
asubstantial 46 percent say if they conld find work, they wou'd like to
be working now, even though 56 percent. would not, and, signiticantly,
of all thoze retired employees, 53 percent say if they only knew what
they know now, they wished they'd never retired in the fiest place,
They would have preferred to continue in some kind of employment,
The basie, undeniable fact is that most Americans in this last quarter
of the twentieth century simply want to work for the rest of their lives,
The reason isn't hard to tind, They not only think such work contrib-
ites to their own mental and physieal and material well-being, espe-
cially in an inflationary period, but they also feel. and this is even more
important, that they ean contribute to the mainstream of American
society, The alternative, a majority now feel, ix to he relegated to the
dump heap of an inactive, unproductive, and even desperate existence
of simply waiting out their time to die,

Even before the Employee Retirement Income Security Aet--that's
quite & monthful, Mr. Chairman: I'm glad they eall it ERTISA- -was
passed Tn 19TL private pension plans have been charged with being
financially unsound. promising what they may not be capable of de-
livering, and prone to inequities in the way employees beconte eligible
for benciits upen retirement, Basieally, T ean report here today that
stieh eviticisme are by and large not <hared by the people vovered by
stich private plans, For example, 78 percent. and T sav right or wrong
because ' nor suee they know mmp‘vtvly. but this is thetr impression,
of those in private plans claine lo be satisfied with the way their plans
are designed and administered. By 65 1o 31 pereent, they have real con-
tidenee that the plans they are in will pav the benetits 1o which they
are entitled. Only 6 percent have no confidence at all that the plans
will fultill the promise< in terms of benefits,

_.A
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The real worries though that the public has, and I would under-
score this, Mr, Chairman, about private pension plans are not per
ceived errors of commission, but rather major errors of omission, as 1
have previously reported. These include making the benefits increase
to keep pace with inflation and to be assured that they will be able to
enjoy the same standard of Hving when retired that they had while
they were working. 1 have often observed that society somehow can
survive & plethora of errors of commission, but the errors of omission
in the end can really kill us, Private pension plans are no exception.

Now, one of the profound changes which KRISA has brought is the
type and amounts of information about pensions which must. be given
to employees, Employees feel it highly.important that they receive a
whole host of pieces of information about their plans, In fact, these
employees would place a much higher priority than employers think
it's necessary on their getting information about the current financial
status of their pension plaas, such as, and these ave very eritical aies
indeetd, how are the funds being invested ; who is managing the funds;
and, what is the return on investment being realized. Kmployers who
are reluctant to be forthcoming in such key areas as this are going to
meet mounting demands and even criticisms from their own employees
for net being forthcéming, make no mistake about that.

By 80 to 16 percent, an overwhelming majority of current employces
foel that “cvery employer should he required by law to provide a
reasonable pension plan for his employees,™ I might say, Mr, Chair-
man, that is the law m 2 number of other countries in Western Europe,
It is not the law, as you know, here, The employers we surveved again
disagree by 67 to 33 percent, 2 to 1, They did not thinksuch a require-
ment should be mandated into law. -

Significantly. if the employees had to reply on one type of pension
plan, 37 percent who are now employed would prefer a Government
pension plan, 30 percent a private plan, 12 percent on social secur’ty,
and 10 percent union pension plans, However. among those just n
private pen-ion plans, they do prefer their own type-~that is, the pri-
vate, 39 to 31-- but those covered by public plans prefer Government
pension schemes sy a much higher 62 to 18 pereent, By reputation,
Government pen -on plans are believed to be better than private plans,
to pay hetter, to e better up and down the line. Employers themselves
deny this and they opt for private plans as the hest, Obviously2 how-
ever, employers are going to have to do a lot of selling to their em-
ployees to muake a majority of them convinced that their private
pension plans are superior to Government,

Indeced. thisstudy points up wide diserepancies botween what em-
doyees want in their pension plans and what employers feel are
important provisio:s <, TH just tick off some of the ditferences, if 1
might, quickly, Mr, Chairman,

Far example, 66 percent of the employees feel it extremely im-

. portant that their pension benefits are tied to the cost of living, Well,
no more than 13 percent of the employers feel the same way, Of the
ciiployees, 61 percent feel it extremely inportant that pension benefits
should be delivered regardless of the investivent performance of the
plan over the years: 16 pereent of employers, somewhat lesser nmnber.
feel the same way, OF employees, 56 pereent feel it 1f of the highest
miportanee that survivors” benefits be paid in ease of death; 43 percem

“a
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of employers feel the same, Of employees, 47 percent feel it extremely
nnportant their pension provide the e standand of living they have
while they work: enly 11 pereent of the emplovers share that same
view., Of employees, 39 percent feel it extremely important that theie
pensions be made portable: that is, transferred’ from one cmployer to
another, Only N percent of the employers’ sharve that view,

These arve the likely issues Pve just ticked off on which we will all
hear a great deal more in my judgment in the years ahead as the
sleeping ginnt of pension fund beneficiaries beging to awaker across
thi~ conntry, It iz at their perit that those in the management of
corporations who have the responsibility for providing pension
henefits ignore these enrly warning sigmals,

For example, despite the fact that 43 pereent of all employees feel
it i~ either very or extremely important to have benefits geared to the
cost of living,only 50 pereent of « 1 employees today think that such
provi-ions are in théiv plans, and 1 an told by experts that that is aw-
fully highe It may be theee rimes as high as iCmay be, T don't know, In
other words, if-people really knew the truth ahont it, 1 suppose they
wonld beeven more shocked, and as the ccunch of inflation grows, such
demands pradietably are going to rise, Lo

1 )v-H»iu- their de~ire for more information. the ltek of current knowl-
eelize ahont pension phans i endemice, at least from the results of this
survey. For example, 55 pereent of all the emaplovecs in the d0-to-64 age
groap ~imply do not know the approxiimate size of their monthly ye-
tirement benetits in the plan to which they belong, To say that em-
ployees <hould stimply be given information and if they'don’t read it,
s their own fault, i not enongh, A\ miniuun imperative for emn-
plover- i to find ways not just to hamd out information but to learn to
comtmiente aecurtte nform: tion toemployees o * the kind that sticks,
fecatise 1 we don’t got the information stratght, then we're really
Lrathte. .u]ﬁt\vqilitv aq ~cefe l:lh-!‘uu. * .

On vet another dimension, theee i< a sizable ditference between em-
plovees and t-mpl« wWets, Hy a3 e A7 pereent, a nmiurity of t'lllp!nyvvs
feo Frhat coeianl seenrity benotits shemld not  should not™ be thken‘into
geconnt e deteriinings privirte pension benefits, Emplovers disagree
<harpl, in 77 o 2! pervent that <ocial security sheuhd be taken into
aecvonnt, e deed it s i abmost all case<tad -0 But if this study elear-
[p demonteates that emplovers have mneh he swork to do with their
coi=titnent cmployee desires o= faras their own private pension plans
are cones eied, then it 1 alwo amply clear that people are erionsly
watried  Jeent the wajor Governpent plang social -vc-urit.\’ iteelf,

A nbaantiad ST percent of the currently emploved people expeet to
reeeise eenl securiny benetits when they retive, By 7S to S pereent,
though, and thi< 1 very sgmticant Pd <ay this s st of the “eat’s
ent of the B Moec Chottnan they believe the practiee taday s for
o th securee v b s they pay not bemee set aside for them, but rather
bt s dbrectly ta pay people who are retived today, Thic raises in
hind a rveal aueetion which people are bocsinnmg tor paise, erossing
theael therr pindd for the firet tine, *Well, wall the future gen-
viatiens be willine to G ingher tases to e ide for my ~seein b Seen-
tiy berefits when Fanonaetivenment 27 Nnd here andy 12 pereent of the
'.u.i»h- Vo et dead o contidenes that thevo futnre grehetinl ions will
be willie to pay 0§ penvent fenoe atoe ecotdidence,

+
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Jt doesn’t mean they are positive but they're not sure it won’t hap-
pen, but a high 41 pareent. feel they have hardly any confidence that
somebody is_going to be puying that socinl seeurity when they get
ready to get it. Among emplovers, there is even greater skepticism.
Only 6 percent have real ccufidence that future generations will pay:
14 percent some confidence; and even 30 pervent hardly any. Put an-
other way. only 19 percent. the same number enietged for both em-
ployces and employers alike, say they have a great deal of confidence
that their own soeial ¢+ curity benefits wilt be there when they’re eli-
giblo to receive them, .

Yet, hy 76 to 17 percent—thix is very significant—-a sizable majority
of cmployees now view social security as tto base, mininuum level of re-
tirement funds that they are depending on for retiremeut, and fully
80 pereent favor a system under which- social secnrity benefits would
inerense as the cost of living goes up. When asked their preference for
finaneing social security thongh, only 30 percent ¢f the employces
opted for increased social deenrity taxes; 7 percent would reduce the
henefits instead of raising the taxez: and 47 percent would nse other
taxes, and 1 supposc that would include the general revenue funds.

Basically, we have doue other polling on that, I might say. Mr.
Chairman, and last year we foand a dead heat, 43 to 43 percent ‘were
willing to have taxes vaised on social security, but if they had. their
choice, by 68 to 26 percent, most people wonld want to remain a part
of social security. In other words, people are conmitted to social se-
curity, They don’t want to abolish it, They don’t waut it to go away.
Business leadeps share that view by 61 to 37 pereent, '

Fundamentally then we see peoples want sacial security, ave will-

ing to pay higher taxes to see it maintained, but are deeply worried -

that the funds might not be there when their turn comes to realize
the benefiis, The shocking news a few veurs ago that socinl seeurity
was underfanded both angerved a majority of the Ameriean people and
also made them more willing to pay [lli;:hvr taxes now so that the social
seenrity svstem eonld de soundly finaneed. A major task- -Mr, Chair-
wan, [ think if 1 might give you an unsolicited suggestion, yon might
a~k the people before this committee who vun the social seeurity system
to find ont if they inteud todo it and Pmnot trying to put them on the
pot, ' just teving to transmit the strong fecling the American peo-
prle have atout this, that a major task of being certain first that sovial
seenpity s indeed funded properly. and then those peaple running
+ woein] Seenrity shonkd convinee and ahe on the task of convineing the
public that it 1= secure,

Undess they do this, Tean well foresee widesprewi revolt st deep
Fesentent among the people of this country. Hl they have paid soeinl
coenrity toves all of their working life aad then come up ~hort apon
retivement. and ~omehow <y, “Gee, wo're sorry bat it -0t there 1'd
iy whatever eredibility thi- Government might have left conld well
be wiped out if this eventunlity ever took place or people became cone
vinewed that it wounld,

The financial exeentives mterviewed in this coudy were also asked
i ~eries of questions dealing with ERISA, On a whole host of dimen.
cion-. the exeentives are positive about KRISAD By 90 10 10 peveent,
they aee positive on the new vesting reguirement<, By s¢to 10 pereent,
posttive about the joint and survivor benefit regnlations: by 76 o



) 18

16 percent, positive about the funding standards under ERISA ; by
T8 to 20 pereent, positive abovi pension eligibility standards; by 76
to 21 percent, positive on the fiduc'ary standards set up by ERISA;
58 to 36 percent are high on the provisions for plan termination
insurance,

Well, Mr, Chairman, one would think with all these high marks that.
business executives give ERISA that they'd think it was just a fine
and dandy bill and law. However, by 54 to 30 percent, these same
executives are negutive about ERISA in increasing the cost to them
of having a penston plan; by 57 to 34 percent, they ar> also troubled
by the additional time that ERISA seems to require out of them in
handling pension matters: by 71 to 28 percent they are negative about
the reporting and disclosure requirements under ERISA,

So; as a kind of bottom line on ERINA these key business exeen-
tives give the overall act not a positive but a 61 to 38 percent negative
rating. It is not that ERISA hag had any major impact on their fund-
ing strategies, say 69 pereent. Instead. it's the simple annoyance, the
ongoing annoyance of having to report in such detail and make such
full dizclosure under the act, entarling enormous redtape and time
consumption and these appear to ontweigh the long list of positive
attributes employers are willing to concede have resulted’ from the
passage of ERTSA. :

Now, I should point out, Mr. Chairman, that this reaction could
well be chalked up to either innate business resentment. of nearly any
or all Government regulation or the, likelihood that no program of
the scope of ERISA—it's sad to say this—can be put into effect
without the concordant bureaucratic redtape that seems to be o
freneric in every piece of regulation that emerges out of this city. But
aver and bevond and above the enrrent problems of ERTSA, there is
now every likelihood that there will be a greater employee partici-
pation in the process of conceiving and running pension funds in this
country. It is onc thing to have Federal accountability. but to have an
ultimate acconntability to an inactive one to the employees themselves
for the first time is now distinetlv in the ofting.

I'm not saying, Mr. Chairman, that the fiduciary responsibility to
those employees wasn't always there, but now it's going to be one
that’s different. It will be one that will be a dialogue kind of account-
ability, Just as the Federal Government wonld be well advised to do
a much better job on social security and in adiinistering ERISA as
far ax bnsiness is concerned, so it hehooves business to pay heed to
the stirrings of that previonsly dormant giant, the masses of people
in this country who are the beneficinries of the system of private pen-
sion funds, As with so much of onr society, now it ean be said that
in the future. the question of retirement and pension funds are going
to be every bit the publie's husiness,

Thank vou, Mr. Chairman, for vour patience,

| The prepared statement of Mr. Harris follo-vs:] .

PREPAREDR NTATEMENT 0F Lotvts HARRIN

In many ways, thix study of the attitudes of the Ameriean peaple towanrd pen.
stons amd retivement is o fiest, There have heen studies abont aging and retive.
went and fnancial executives nnd penston fuud manarers have-heen surveyed on
the subject of peusions. But Johnson & Higgius have been pioneers to commis-
~fen it goead, hatrd look at wheat has mostly been o sleeping giant in the pension
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+Thus, it perhaps is no great surprise that when we asked both current and
retired employees what they fe!t most keenly ‘about

|
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. Among
67 percent feel such a provision not only important but extremely importan
Many feel they alinply will not survive without it. .
One of the radical facts about inflation is that our people no accept
the notion that when they retire they will have to take some cut in their standard
of living. Thus, srlet)emng of current employees and a higher 84 percent of retired
people feel that retirement income should be about the same as thelr income was
before retirement. Thia is because even when they are working full-time, they are
" hurting, having trouble making ends meet. They feel they cannot make it in re-
tirement if they cannot at least sustain the standard of U they have while
working. Significantly, 82 percent of the financial and pension executives surveyed
- agree with the rest of the people on this important polnt.

Current employees feel so strongly about achieving this sustained income in
retirement that 68 percent say they would be willing to increase their own con-
tributions to their pension ‘plans, especially if that meant that their benefits coutd
®o np as inflation rose. This security of being able to keep up with inflation runs
very deep, indeed. As a provision, it runs ahead of the 01 to 27 percent who want
to have the option of receiving benefits at an earlier retirement age, It is also
preferred by more than the 69 to 29 percent who want a 100 percent guarantee
they would receive their pension benefits regardless of the investment performance
of thelr pension funds, and is préferred by more than the 48 to 31 percent who
want their plan to provide for surviver's benefits for their spouse, In short, being
able. to cope with inflation upon retirement I8 easily the topmost felt need of
employees today when they are thinking in terms of retirement. N

I might add from other surveys we have conducted in the past 2 months, 72
percent of the public feels that the retired and the elderly are especially hurt by

i
:

both the double digit inflation we are now in and by the Carter administration's’ ‘

cure for that inflation—double digit interest rates of borrowing.
There is one important defense mechanism that current employees are selzing
upon as a way out of the potential retirement miseries, and that is slmply to keep
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working beyond the age when they can become eligible to retive. The trend toward
+ earlier and earlior retirement. appears not only to he ending, but the trend is
now lkely to be toward postponing retirement to higher and higher ages, By
8% to 10 pervent,’n vast mnjority of the current employees feel that *nobody
should be forced to retive because of age, if he wants to continue working*and”
enn #till do a good job.” The business executives we surveyed also share this view,
. ~ 0 but by a lower 47 to 32 percent. -
. Yet, by €2 to 34 pervent, a solid majority of current employees reject the notion
. that “older people shuild he forced to retire at some uage %o as to open gp jobs |
. and prowotions for younger people.” But, on this score, the business executives
dimigree by 53 to 48 percent. . : ‘

And by 57 to 37 percent, current employees, jolned by an even higher 61 to 3¢
pereent mmjority of retirees, feel that “moxt older people can contluue to perform -
ax well on the’job ux they did when they were yotinger," But employers tend to -
disugree ouce again by 64 to 83 percent.

. Finally, by ™0 to 16 percent, current employees and by 78 to 20 percent among
- retirees hoth agree that “most employems diseriminate against older people and
-mutke it diteult for them to find work.” Yet, by 57 to 41 percent, the employers

in our sunple disugreed, .

It ix clear from theke results that there ix a veritable tide of feeling sweepink
this countey that in an era when moest of the work is not of the mule-hauling
hind nnd when the nnmber of people cinployed produeing physieal goods is declin-

_Tuge while the number in serviee jobs is increasing that people ought to he allowed
to work Just ax long ax they ean hold down a job—irrespective of age. In turn,
It ix alxo nntndantly pinin that in the ranks of management, such a prevailing
nunx] ix hurd for them to adapt te, To put it bluntly, management is golng to have
to enteh np with the thinking of both current and retired employees or find them-
sMves bucking the mainstrenam of American attitudes all the way upstream.

In faet, the, results of this stady show for the tirst time that not only hax the
natjority. of the American people come te the conclusion that they want to ontlaw
mandatory retivement, but that they intend to continue working when they

. rench retirement age, Some 22 percent of current employees report they want

to revite before the normal retivement uge, and 26 percent more want to retire

l at the normal retirement. But a elonr majority of 3percent now say they wunt
to continte working when the reach retirement age In some kind of work, either
rofl-time or purt time at their xame joh ora less demanding one instend of
retiring. Among those in the 30 to ¢4 age group, who must contemplate retire-

ment saon, AN perceit wabt to continne working after retirement age, And 4%

percenrt of thent nre coversd by social seenrity, 82 percent by a private pension

#‘ i, g 2 percent by o Government penston plan, Even amoug those who have
tired now. a snbstuntinl 16 porcent wonlid prefer to fie working now, though

30 perccnt wonld not, Rigntfleantly, of nll those retired eployess, S percent say

they wish they had never rotired fo the tiest plies, bt wonld have preferved to

continne in some kind of employmoent. The baste, undeninble faet i< that most °

Atserieans fin thls st qunrter of the 20th century waht to Work for the rost of

their Hves, The reason is not haed to tind ;. They uot only think siteh work con-

tritmfes to their own wental and physical and materkal well being, but they. ulse
s feol thnt they can cutarethnte to the minstream of Mueriean society, The alter-
native, a nmjority now feel. Is to be relegated to the duamp heap of an inaetive,
nuprodietive, atl even desperate osnistenes of sbiply waitingg out their tinw

ter dbiee ) *

Faen before the Fmployee Retiromont theatne Secnrity Aoet, poptithiiely known
as ERISA, wars pueesed in 1970, private pension pluns have een charged with
“hesiige tinancially nnsonmd, prowisim what they may pot be cagitble of deliveriug,
atd prowe to itesgtiitios in the way emploscos bocome olgible for benefits upon
retirempant, osjerlly, 1 oean report here today that suels eriticisms cre by wnd

Batize not shared by the peaple coversd By sueh private plins, For example, $S
- petennt of those fi prisate plite ol to b satistied with the oay their plans

s desizned sned adtiinisterad. By 6is 1o 31 pereent, they have rend contidence

. that the plans shey arve in will poy the Dhoetistits to which Jhey are entitled. Only
G opserectt e e e confidenes at all than the plans will fubtill thelr prosoised Tee.
fil~ upon retirement. .
¢ Phe real worries the pubbe has abot privats pension plians ure not pereeived
vrrors of cotitmiiasion, hnt rather mngoer errors of omission, as 1 have previonsty,
voesprortesl, Fhese tucbide wmghing the henetits inerea<e to Kecp pace with intlation
aud e b assnred tiat they wWill tue able to enjoy the e standard of living
when retived that they had while working. I hnve often olserved that society
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somehow can suevive a plethora of errorx of counmission, but the errors of
omission in the end could destroy ux, Private pension plans are no excegtion,

Now ante of the profeind changes which ERISA has brought i in the types
und amounts of wfornation aboat pensions which mnst he given to employ ves,
Fuployees foel it highly fmportant that they receive a whole host of pleces of
information abont their plans, Employees, in faet, place a mueh higher.priority
than employers think ix necessary on their getting inforuation ahont the current
thungeial status of thelr petsion plitns, snch as how the funds are belng fuvested,
Whe is munnging the funds, amd what ix the return on investment being renlized.
Employers whe gre reluctant te be fortheoming with sueh faciz are going to
meet monntingg demands and oven eriticisms from their employeer, make no
mistake about that,

By S0 to 16 pereent, an overwhelming majority of enrrent omployees feol that
“every employer’ shatild be regnized by Inw to provide a repsonable penston
plast for hix employees” The ciployers we surveyed disagree by 67 to 33 pereent
thut sueh a requirement should be mandnted by law,

Sinitteantly. if the cmployees had to rely on one type of pension pian, 37
percent whe are now employed would prefer a Government pension plan, 30
pereent o private phon 12 percent socind seeurity, and 10 percent gnion penston
plans. However, these covered by private plans prefor this type by a relatively
arrow 39 to 31 pereent, But those coverad by private plins prefor Gotermuent
peusion scheties by s el highes 82 10 I8 poreent. By reptitation, Govertnment
petsdon pluns are believed to he botter than privite plans, Bmployers themselves,
deny this aud opt for private planse as the best, Obvionsly, however. employers
are goitn? to utve to do a Jot of selling to thelr employees to ke o majority of
theur cony bieed thelr penston plans are superior to Government.

Indeed. this stmdy points up wide discrepaneies between whatt employees want
t theie pension pluns and what employers fool apre fportant provisions: 68
pereent of cployees feel §tis extremely, important ta have pension benefits tied
to the costof fiving, compared with no woere than 13 pereent of employers who
Teel the sianee s 61 percent of emplayees feel it estremely important that pension
benetits onght 1o be delivered pagardless of the investment perforsmmee over
the years, but no more than 8 porcent of cruployers feel that way: 36 percent
of employees foel it of 1the highest importance that sueviver's henetits be there
In vase of death, compared with 683 porcent of employers whe say the sume
10 pereent of cmployess Teed {1t oxtremely opertant that their pension proside
the smue standdund of tiving they bavd while they work, bt no more than 11
prereent of wuplojers sive the sne urgency 1o this provision: 3% percent of
etuployees fool it extremely important that pensions be portible, transferped
from one employer to another, bt only S pepreent of employers have the sume
privrity,
© CFhese ave the fikely issties ot which we will @) hear o great deal more in
the yeurs abead, < the slesping ginant of peasion fund benetie Birtes ezins to
awaken an this rountes. 1ois at their peeil that those in the mansgenent of
corperittions who have the pesponsibility for providing Juenision benetits eun
iztore these eirly warning siztads, For evaphe, tdespite the fuet that £93 peereent
of all vioployecs fecl it s either very or exstremely hapewrtiint to have petision
Tenetits eared to the cost of fiving, only 30 pereent ~i13 they new fave sueh
provisions As e cenweh of jntistion grow <, aeb detiands prodictable gee woing
1o 1heqe,

Despite their desive far et e informsation, 1the bick of curremnt Kty leadgze abont
pension tlaus i~ cwdeme, from the result of this surses, For exafide, falty 5s
pereent of e cnrrent spdoy oes S8 Lo GEF VestPs o e simply do 1t know the
pptesthute cize of their neathly retitement bepetits, o <) el employees
are o el iuformation which they do not vead i< not et h, A wing it itpwrn
Tive for empleyers i< that they tind wavs 1o eohaniiniente geentare iafornag jot
tor onpgiloy ees,

Ou det anether ditnension, theee is o sezabde dierens e between employess g
vtuplesers, By 5% 10 8T pereont, o nngortty of etaployeses teel that il seenrity
Peian it s sheald et B cuhaen inte nevonnt jnsbetermining privide pension bhoesgenit s,
Fuployers disiear o sluaeply and vy 77 16 220 pereent that sweiil seeneily shonlid be
aheent shtersencntnt, ax itndeod £ 1050 test e,

But, i hie ady elenrly demesatrates (el empdener. fetve meh hotew ok
terdo to b g vtk therr cenet tnent capdetere dosin s ae Cur e their petsefon plaanis
HACURRE INCR R0 P B SURTI SIS YRS TTS TS SO INTUIPNE | FETE B R RO U D Criollsly Werrie ol ieamt
e Gener e G5l seso it ceenrity fae it

.
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A substantial 87 percent of the curvently employed people expect to receive
socinl security benetits when they retire. By 78 to X percent, they helieve the
practice today i for soclal security taxes they pay being used to pay vetired
peaple, not set aside. .

‘Thus, on the willingness of future generations to pay higher taxes to provide
fdr their own socinl security benefits, only 12 percent of the public has a great
deal of confidence that they wili, 41 percent have some confidence they will, while
41 percent feel they have hardly any confidence future generutions will be willing
to pay, Among employers, there is even pronter skepticiym : 6 percent have a great
deal of contidence future generations wiit be willing to pay taxes for soclal secu-

rity, £4 percent have some confidence, but 50 percent have hardly any confidence

they will be willing to pay. Put another way. ouly 18 percent of empioyees and
employers. alike say they have a greut deal of confidence their social security
henetits will be there when they are cligible to receive them,

Yet, by 76 to 17 percent, a sizable majority of emplovees now view socfal seen-
rity as the hase, minimum level of retirement funds thit they are depending on
for retirement. And, fully 8) percent favor a system under which soclul seeurity
henefits would inereas» as the cost of living goes up. When asked thelr preference
for tinaucing social seeurity, 30 percent of the employeex opt for Increased xocial
sevurity taxes, 7 percent would reduce the henefits from soclal security, and 47
percent would use other taxes. And, if they had a cholce, by 6% to 26 percent,
most people wonld want to remain a part of xoclal security. Business leaders
coneur in this view by 61 to 37 percent.

Fundamentally, people wint soeial security, are willing to puy higher taxes
to see it maintained, but are deeply worried that the funds might not be there
when their turn comexs to realize the benefits. The shocking news a few years go
that sociul security was underfunded both angered 2 majority of the Amerlcan
people and alse made them more willing to pay higher taxes now =o that the
soeind seeurity system contld be sonndly financed.

A major task of being certafn first thiit soeial security ix indeed funcded prop.
erly and then convincing the public that it ix xecure faces those in the Federal *
Governtnent vested with the responsibility of running socinl zecurity. It fs not
hard to foresce widesproad rvevolt and deep resentment if after paying tiaxes
all of their working life to soclal secnrity, the prospect wore to come up short
upon retirement. Whatever ecedibility Government might heve left conld ell
bee wiped ont if thix eventiality ever took place or people becpme convineed it
welild, :

The tinaneial execdtives interviewed in this study were asked o whole series
of quetions dealing with ERIRA. On a whoele host of dimenstons, the exeentives
ure positive abont ERISA: By 90 to 10 percdht, they are pesitive on the new
vesting requirements: by 87 to 10 percent, rhey are alzo poxitive about the joint
atud snrvivor benetit regitlations: by 76 to 16 percont, the exeentives apre positive
abmur the funding standards under ERISA by 8 to 9 peveent, they are positive
abont the ponsion oligibllity standards: by 76 10 21 jercent. they sare positive

ont the tidieinry stindiards <ot up: and by 58 to 36 percent, they are high w the
D &

provisiens for plan termination insurinee. ]

time wonkd think with these high marks hisiness execttives give ERISA that
that Law wonldd be more than adequate and <atisfactory, However, by 34 toe 3o
fereent, these same eXeegtives are negative about ERISA B9 inepeasing the cost
of Imving 4 pens<ion plan: by 37 to 3 percent, they are also troubled by the
sedditi snal tine regitived to haudle pension matters, and by 71 1o 28 pereent,
they sre neziative aboit the reporting and disclosnre reqalrenients ander ERISA.

So, i~ a hind of bottom line on ERISA, these Key basittess onectitives give
the sveradl act a 81 to 35 pereent negtive pating. 11 is not that BRISA has
b uny nujor fmpaer on theiv fumling steategies, for 69 jorcent deny that it
has Instesd, the antioyunee of having to report in such detail and to make full
thisclosures uuder the et entailing enormons red tape and time consumption
appeatr to entweigh the g list of positive atiribuies the employ ers re willing
Do compeedr have resulted Pom the petssge of FRISA, ‘Fhis reaction enn b elindked
up 1o either innate business resentment of wearly any or sl governmental
rezulntion or to the likehhowd that noe program ot the seopus of ERISA ean e
pnt inte effect withour the concordant biaretcieratio sed tape thit seetas to be

<o generie in resulation,

Q
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Aruitoxt provided by Eic:

Bit, over pnd beyond the current problems over FRINA, there is now every
Diheeliftemad st therss will e o wrenter employee participation in the Prescess
of copeeiving ansd rnnning pension fonds in this conntey, It is one thing Jo beve
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Federal accountability, but to bave an ultimate accountatility to the employess

themselves is now distinctly in the offing. Just as the 1 Government would
be well advised tv do 2 much bettey job on social security and in administering
ERISA as far as business is eoncerned, so it behooves b to pay heed to
the stirrings of the previously dormant glant—the
country who are the beneficiaries of the ayutem of privhite peaxion
with so much 1n our society, now. it can be said that in tfuture the question
of retirement and peusion funds are going to be every bit the publie's business,

‘Mr. Peprer, Mr, Halris, I infer from your very|able statement that

your findings are that in principle the American people favor the .

legislation which we inaugurated last year againgt mindatory retiret
ment on account of age, ’

Mr. Harris, Yes, sir, Mr, Chairman. I'd say, if pnything they'd like
to see t extended tqo many of those places where festrictions were put
" in, such as the 70-year limit in the private sector, and the implication—

I say this advisedly—is that in‘some of the areas, such.as in business,
- universities, a whole host of exceptions which are in the law, I wouldn’t
be surprised if people wouldn’t like those looked jat again. .

Mr, Peprer, We hope to be able to sec in the relatively near futurve
the climination of those exemptions that we had to accept to get ihe
bill through last year, : B

Mr. Harets, Mr, Chairman, fundamentalli 1a¢ they’re saying is
that they think in the kind of work people have to do today, in the
gervice economy, it’s not like 45 you've got to|get off the assembly
line. You see, that kind of work you can do at 85 maybe more efficient]

* than you-can at 25, and there is no reason in the world—~it’s just ra
discrimination—not to let those people earn the inoney.

Mr. Pereer. We have introduced legislation to eliminate the 70-
¥ear~old ceiling in non-Federal employment, We itope we can get

avorable action on that. * -

Now, [ believe you pointed out that the mgjority of the private
pension plans do not provide for increase in the cest of living.

Mr. Harmws. Yes, sir, ) '

Mr. Pereer. Have you any suggestions as tg whether it. would be
desirable to try to make a mechanism possible Uy which those private
pension plans could include, as does sueial sqeurity, cost of living
mereases ¢ ) ;

Mr, Harnrs, Mr. Chairmarn. ['m not enough of an expert as to what

is the best way to get the cost of living provisioi in those plans. Whaf
1 would say though is that there is no doubt in my mind, after going
through this study. that thix is just as deeply felt as nearly anything
about how people can make ends meet when they'pe in retirement.
You see, whut 1t ¥, is-that people feel they ave right at the sort of
breaking point now while they're working full time. You ge into re-
tirement and you're on a fixed income and that doesn’t move, you're
justs sunk. That’s what people think and they are hurting. They are
wriing out there, and the people whoaren’t retired yet know that
the people who are retired are hurting. So that a simple solution they
feel iz, *We don’t want more real income, but let our real income go
up as the cost of living goes up.™® .

Mr. Pereer. We intend to intvaduce legislation very shortly to try
fo tind the answer to that problem!

Mr. Harris, unfortunately 1 have to excuse myself, but 1 want to ex-
press profound gratitude to you and to Johnson & Higgins for the

)

\
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compilation of these in,aluable dataj comforting and encouraging our
~ommittee that has been working inthis area to continue our efforts,
and the valunble information you have given the Congress and the
country, and also, the good advice yoil have given to a lot of euployery
n this country to take account of pi:hilic opinion in this area, and also
to experience what a iot of the big vomypanies have who do. as a matter
of policy. retain their older workers ot give them s chance to continue
their old job when they are qhulificd to do =0, So, the deepest thanks on
hehalf of this coramittee for your vory able contril:ution to this subject
in which we are so intevested,
I will a<k Masy Oakar if she:will take the Chair,
¢ Miss Oakan. We are going to proveed now’ with the testimony by
JKennerth Keene, the divector, seniop viee president, and Xetnary of
sJohnson & Higgins, and then.we will ask questions of both gentlemen,

STATEMENT OF KENNETH K. KEENE, DIRECTOR, SENIOR VICE
PRESIDENT AND ACTUARY OF JOHNSON & HIGGINS

Mr. Keese, Thank you very much, .

First of all. 1 want to say 1 am deeply honored that the committee
wonld hiear our testimony on this subject. T hope you will find it very
vital information for yvou,

My professionbasieally is that of a consulting actuary. ‘To introduce
that aspeet of it T thought 1 would tell you about the official Gevern-
nient. v{n»iii«-miun that consulting netunries fall into. We are in the
<tmpe gronp as advertising copywriters, cloud seeders, Christian Neil
ence leeturers, ghost writers, song writers, weather modifiers, and of all
groups, newspapers coliimmists, ,

My wriften testimony, previodsly submitted to the commitg . con-
tins a connnentary by Johnson & Higgeins marked exhibit V. which
move fully sets forth our thought< on the major implications of these
~arveys, and which 1 hope will be ineluded in the hearing recond, 1t is
warked “Sumnry by '.'nuis Tharvis & Associates, Ine, With Addi-
tional Commentary by Johnson & Higgins*,1 beljeve you have that
i vour hads,

Micx Oviovie. Without oldections we will enter that in the recond.

[ Sew appendis 20 pel TS for simmary <ubnmitted by Mr, Keene, |

M. Kerse. My testitnony this afternoon is fimited, in the inferest
of titne, 1o two points, Ones what our national poliey <hould be on re-
tivement income, and, two, what directions future egislizion should
take tn -upport of this overall poliey,

There st e wcoordinated national poliey aimed at providing all
Nmertean< with an adequate income duving retirement, bn considering
the retirement income whick should Ine provided throngh social <ecu-
ri v, pensions plime, and cmplovess, we believe national policy <should
ieorporate the o eclement<: The overall goal <honld be an smonnt of
petitetuent inestne, frone all thyee wmrees combined, which permit- the
cngpdoves and  ponee to mamtain a standard of hving durving retive
te it cquivalont to thew peeretirement - tandaed, Retirement inconse
fron sl seenrity and the private pension plan cotbined <hoighd: be
desigrned tee trrenegeae perevutageol the "]'(‘m’:lhlv heonie ,shﬂl‘([\‘ .
fore rettrement, scirhited o faver the fower patd individnal, and
shonthd puevade a0 tdard of iving which covers necessities mind per
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mits o comfortable retivement but. which is lower than the prevetire-
ment standard of living. This should be increased during the retirenent.
period, as finanvially feasible, nsthe cost of living goes up.

At this point. T would like to interject the insidious offect of infla-
tion on retiree parchasing‘power. Lf, for example, at the rate of intla-
tion we had fast vear, § percent, if that rate wers to poersist Tor 8 years,
then a pensioner's incoine, his purchasing chr income,.is cut exactly
in half, Even if youn get the rate of inflation down to 5 percent, and*
there are not too many economists, apparently, that are that optimistic
about it over the next sevéral'years at leat, the purchasing power at
the end of 8 vears is sliced by one-third,

In addition to this “comfortable’” but not necessarily full veplace-
ment of provetirement standard of living, we woyld propose an addli-
tional layer of retirement income which would raise the standard of
living up to or above the preretirement level, but this would be pro-
vided by the employee himself through voluntary savings or whatever
resonrcees he ia al)lo to grather,

Certain legislative actions are essential to encournge the growth of a
system which ean provide overall retirement income adeqnate to main-
tain a satisfuctory standard of living during retiremant, Social secu-
rity must he structured to provide a basie lev«gof retirement inconse for
a worker and sponse which is related to previous enrnings and which
can be supported by a vealistic level of payroll taxes. -

In the social =ecurity aren, although not reported in anyvthing that

you have, but in the poll one question was asked of employees—what
15 their preference for having soeial seenrity taxes invested in their
behadf in o private pension plan vather than having it managed and
Anvested by the Federal Government through social seeurity ? Fifty-
seven percent of employees said that the private pension plan invest-
went woukl be their preference, vorsus 23 pereent who said, “Leave it
alone” and a large 20 percent who were not sure, '

Back to prineiples expansion of private pension plan covernge
must be enconrnged, The striking dit]‘vn'nvo in the adequacy of the
postretirement standaid of living et ween those petivees receiving and
not reeeiving pension benefits mandates expansion of the private sys-
tent even bevond its present Ligeh level, _

One statistic which came out of the survey, by the way, is to the
effect that in the private seetor. ¥ ont of 10 people are covered by
private plans. This is a much larger statistic than has generally been
veprorted i thepress, .

Eamploves must be encouraged to asstung a part of the burden and
aive for their own etivenent. Tneome tax deductions for emplogee
mmrilmki«m« to employer pension plan. and individual aecounts

homld b perinitted, .

Ak note on plans for Government emplovies by o wide mar-
Litr 6 peteent of employees and 93 percent of business feaders belive
that Geverment plans should be <ubject 1o the <ame vegnlations as
private phine coveriny funding, reportine, and disclosnree, T ean aleo
think of a gocd peason why clployees it poll Yinay prefer Govern
ment phane They Tike the high benetits which Gavernpent plans often
o, but of congae, tley ave net apparvently overly conceerned shaout
?h-’-'un-'H!:m:lm }li;_'h sl '

Fhame yert very nueeh,
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[The prepared statement of Mr, Keene follows: ]

PREPARED STATEMENT or Kennerrt K. Kzeng, Dizeoros, s:moa Vice Pnumm
. AND ACTUARY OF JORNSON & HigaINS :

) muowcrou' COMMENTS

These comments' are submitted by Johnsot & Higgins to become part of the
record of a public hearing held by the House Belect Committee on Aging on
February 28, 1979, to examine the findings of a.nationwide survoy onr American
Attitudes Toward Pensions and Retirement.

The survey was conducted by Louls Harris & Assoclates, Inc, and was com- -
missioned by Johnson & Higgins—a firm which provides employee beneﬂt consult-
ing and actuarial services throughout the world,

+A formal Commentary, prepared and published ny Johnson & Higgins i at-
tached as Exhibit Aito this submission. The Commentary contains our thoughts
on major implications of the survey findings. Our comments in tbe body 0£ this’
submission are directed at the more limited issues of—
(1) What should our national policy be toward retlremeat lncom? How
shou'd retirement income be defined, determined and provided?,
{2) What ditectlon legislation should take in support of the overall yollcy?

INVOLURTARY mmum

As background to these i we would like to note the recent Amendment

eg:e Age Discrimination in Emplpyment Act which prohibits involuntary retire-

t before age 70 for most em and the survey findings that a large per-
centage of older employees say intend to continue in the work force, inpome , °
capacity, beyond thelr normal retirement age.

We believe that the elimination of a mandatory retirement age is a positive
development. It not only serves the personal needs of the individuals involved but
is an essential part of the solution to the probiem of providing agequate income
to older- Americans.- National policy should be re-examined regarding— .

(a) The age at which unreduced Social Security and pension beneﬂtﬁi'
should commence;

(d) Whether early retirement should be enconraged or dlseonraged
through benefits and subsidies ; and
. (€)' Whether additional beneﬁts creditas should be zim under Social
Necurity and pension plans for employment heyond age 65.

. OVERALL NATIONAL POLICY ~

There must be a coordinated national policy aimed at providing all Americans
with an adequate income during retirement.

P

RETIREMEXT INCOME—DEFINITION

This overall policy must recognize a clear distinction among—
Retirement income which iy based on need ;
Retirement income which is related to prevlons employment and earnings ;
and
Income needs which are not related to retirement per se.

Eaehl of these income requirements is a real—but separate—problem arisinf
from different sources and requiring different quantitative measurement
different funding techniques and different solutions. Each must be attacked and
solved separately.

Income henetits which are to be payable solely on the hasis of need without
u relationship to prior earnings shonld come from an income-transfer system
other than Rocinl Recurity and should not be confused with the retivement income
maintenance supported by payroll taxex and pension plans.

RETIREMENT INCOME—ADEQUACY AND HOURCER ’

In considering the retirement income to be provided through RKocial Security.
prasion plans and ewmployees themselves, we helieve national policy xhould
incorporate these elements:

A. The everall gonl shonld be an amount of retirement income, from all
three sources combined, which periits an emwployee and spoyse.to maintain

28
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a4 standard of lving during retirement equivalent to thélr pre-retirement
B. Retireinent Soclal Seeurd the
income from ty and mw

" (1) Should be designed to produce a of spendable income
mmm liren i “gamtumu

2) Should provide a standam of 1t which covers necessities and
pém’itamhrhbhuﬁrmtmﬂ?mehbmmm”

(3) mu' Wmﬂ n'l"%urm' the retirement period, as financially
as y .
feasible, as the enat of living goes up. ’ .
C. An additional layer of vetirement income which would raise the standard
of living up to or above the pre-retirement level should be provided by the
employee himself—through savings for retirement.

S0CIAL SBOURITY

Natlonal policy must take into account— . .
The existing lack of confidencé of employees that they will receive the
benefits they have been promised ; ",
The existing lack of confidence of employees that futtive generations will
the taxes needed to provide benefits ;

. existing consensus that Social Security should provide a basic level of
retirement income related to the worker's previous income or supplementing
other retirement ; and -

A recognition that Social Security cannot provide an adequate income to

" older Americans, ’

. LEGISLATION

Certatn legislative actions are essential to encourage the growth of a system
. which can provide overall retirement income adequate to maintain a satisfactory
standard of living during retirement ; primarily— . o

A. Social Security must be structured to provide a basic level of ret{frement
income, for a worker and spouse, which is related to previous earnings and
which can be supported by a realistic level of payroll taxes.

B. Expansion of pension pian coverage must be encouraged. The striking.
difference in the adequacy of the post-retirement standard of living between
those retirees recelving and not receiving pension benefits mandates expan-
sion of the pension system—even beyond ith present high level. National
policy should coutinue to provide incentives for employees of small employers
to estabish individual retirement accounts and should develop incentives
for small employers to establish pension plans. A variety of vehicles will
be needed to maximise coverage among this group.

C. Employees must he encouraged to assume a part of the burden and save
for their own retirement. Tax deductions for employee contributions to
employer pension plans and individual accounts should be permitted.

Miss Oakar. Thank you very much, Mr, Keene,

Mr, Keene, maybe I will lead off with a question for you. On fage 2
of your testimony, point (2) under B, you mention and I will just
quote from it that, “Retirement income from social security and the
pension plan combined should provide a standard of living which
covers necessitics and permits a comfortable retirement but which is
lower than the pre-retirement standard of living.” Now, T assume
you based your conclusions, am I correct, on the Hairis survey or
was this your own ¢ ) — o

Mr. Keene. Well, partly. The Harris survey, I believe, indicates
that there are sizable numbers of people that have a belief in the
so-called three-legged stool developed in 1930%s where pension cov-
crage for the individual supposedly was to come from three sources,
social security, private pension plans and individual savings, The poll
would show that there are a sizable number of people but not. T be-
lieve, a majority who have gone away from that concept and who
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would favor a one or two-legged stodl, but we still feel as a philo-
sophical matter that employees should be encouraged to continue to
save. .

Miss Oaxar. It is obviously a manggement point of view, thoufh,
isn't it, hecanse according to Harris, 66 percent of the employees fee
it is extremely important to have a pension plan tied tn the cost of

living while 13 percent of the employers feel the same way? It scems. °

to me that your conclusion is based on that point of view. .
Mr. Krkene. Noj; it wasn’t based on that statistie, but on—-"
Miss OrkAR. But on the management point of view, - -+« .
Mr. Krrxe. Perhaps so. I would want to say, though, that when you
throw in cost of living, that's arother slement of “tﬁ‘e equation.
Miss Oakar. Right.

AMr, Harvis, I wos concerned and 1 am wondering if through seren-

dipity i your findings you at least heard this from some of the people .

vou interviewed. It has to do with the anxiety that people who are
on social seeurity often feel whenever they hear that there is talk of
lowering the social seenrity benefits, such as the President’s announce-
ment. in his budget, which we all undegstaud or believe at least will
not happen—at. lenst some of us do. Do you have any kind of statistic
or feeling for the anxiety that the causes to our older Americans,
which is something that yon cannot measure statistically, T suppose,
but did you pick up anything?

Mr, Hakwis. Madam Chairman, if T mighv say, I think the most
telling part of that is when we asked about the $100 more a month.
“Suppose you were going to get $104L more u month income, what
would vou do with it?? It's rather startling when we got what is
about close to 1 in every 5 people who are retived today who said they
wonld use the money to buy foad with. They -volunteered this and
when weSooked at what kind of food, they were ta]kinf about enough
to gt three square meals a day. Tf you want to dwell on that issue,
it's no weret at all that they have closed-cirenit monitors within a
lot of the supermarkets today. The people they pick up on those are
older people, retired people, who pick up a can or a bottle of food
or whatever in the supermarket. look at it, look at the price, and this
i< ull on the elosed-cirenit monitor =o a lot of it has heen taped and
[ have seen some of it. ‘They look at it: put it back down;: pick it up
agnin : and finally look around to see if anybady is looking and they
<lip it in their pocket. Then, of ‘conrse, they might be arrested or not,
but it iz a very poignant episode when people in effect have worked
all their lives in order to come down to the end to finally not have
enongh money to go get this Kind of fod. 11 one doesn’t think it’s
there, just ask them it is .

Thix ix o real problem and given the fact that come the sixties we
may have heen voung as a country, bt we're groing to get a lot older
come the eighties and T believe an older power ix going to be here,
Al of vou are going to hear ahom it a lot. T think the expansion of
thiz committee, if T might suggest, is mayhe rveflective of what. you
know i< coming on here. Those people don’t .want a_handout in the
~etse of saving, “Just look, we're destitute: we're horribly poorly off.”
Al they want basieally % a chanee to continue to cantribute both to
<aciet v and to theirown well-being. T think thisis very basic,

A= far = pensions and social sceurity go, they feel very - -vou know,
I think vou'd have an enormons revolt in this cowitry, and 1 don’t

v
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usually talk this way, but if people go on—you know, you start work-
ing when yow're what, 18 years old even if it's part time, and you go
through, let’s say in the’ future, until youre 78, That’s 60 years, but
let’s say it’s only 50 years, and then at the end you've paid social
seenrity every fedir and you conte up and finally say, “Well, I think
'l take a little of that. T deserve it. T paid for it." Just the thought
that it isn’t fping -to be there not only horrifies and appalls feople,
I think they’d come tumbing right out on the streets on you. I think
there was this shock a couple of years ago that was a very critical
dividing line, Social security was a sacred cow 1ip to that point and
people are boiling magt to know who fouleid all thisup. Having said it,
they want it on a sound basis and they don’t want to let the baby out
with the bat. -

Miss Oaxar. Thank you. Mr, Grassley. -

Mr. Grassuey, Thank you, Madam Chairman.

I have a question for Mr. Keene though it refers to the comp:ents of

Mr. Harriz on page 8 where he cites u fiiding of 41 percent of re-

spondents who do not have confidence that future generations will be. .

willing to pay enough into social security so that people now work-
tig will have enongh.to retire on, A

No, my question to Mr. Keene, and [ suppeose if Mr. Harris com-
ments, that’s all the better, concerns one of the key conclusions. 1
quote, *It is not possible or practieal to provide adecuate retirement
income to all Amerieans through the social seeurity syvstem. This fact
should become a fundamental tenet of national policy.” This quote
is from page 9 of your summary, L couldn’t agree with you move.and
as one of my constituents has told me wiiny times, Amerieans <hopld
be taught as carly as the time they first receive their social security
eurd, that is at the time of their first work experience, jist what social
seeursty is, what it will do. what it will not do. aml who pays for it
and how much they pay. I just wonder what sort of a massive eduea-
tion progre. it-would take to get this national wenet ficross, because
I ju=t belisve people do wot understand it now, and even if they do,
they are very concerned that it just does not do the job,

Mu, Krexe, That is obviously n very complex issuo.‘wmmso the gub-
joet itself is so complex and is g0 important to all Amerfeans, 1 wonld
think we have mnde sume progress in this respect, in that 1 years ago
or whenever, social security was like motherhes? and apple pie, but
when we started to get projections of future costs and what we've
promised to ourselves in the future, these projeciions staggered an
awful lot of people, This was picked up from various sourees and
expanded on, The double indexing which was incorporated in the 1972
soct] soenrity amendments---it took a few vears to recognize what
the real problem that was, but that has been corrected. Significant
steps were nude in the 1997 amendments, *

I think long range thongh, not only is it an edueational process hat,
weve g to cote to grips with whether ar not indecd we have over-
prowised for the futare on payment of benetit< and can we atford them
as o nation, T in connection with nonmandatory retivement, we have
# happy circumstanee that people will be persuaded to work longer,
ated 1 we also make same changes in the socind security system so they
don’t gt full benefitsat what in the future will be i essétee an early
retirement age, then that s possible silvation foe u-,

.
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. Mr."GrassLEy. :Are you suggestig that mzybe,the truth .n
ing laws oughs to apply to the governmental
tion on social security E L : '
Mr. Kezne. You're putting words in my mouth but I agree with you

. wholeheartedly. .

.
-, »-
28 . - .

Mr. Grassey. Mr. Harris, do you have any comment at that point?

Mr. Harnis. Yes. I would e’ust,eay, Congressman, why limit it to
Government Yension lanst I ‘Kught to be to a]l of them, public and
private. In other words, people’have to be leveled with on this business
of what their pensions are going to be and what it can pay, what are
the risks involved, and they will appreciate being told much more what
are the risks than I think most people in authority can imagine. What
people can't stand: is to get hit from the blind side in our kind of
society. ‘[t’s hy;:})ened over, and over, and over ngam‘ Every time
somebody saxs,-“Don't worry; everything is fine”—like, take another
subject, but I don’t want to get into that. But people now are gettin
more and more worried about energy, gasolino and home heating fueﬁ
because if they hear somebody—and I’m not picking on the President

here today, hut if.they hear the President, like yesterday, say, “Well,.

" it's quite serious but it isn’t a crisis,” most people, I'm sorry to say,

« say “Oh, oh, watch out, here it comes.” In other words, every time
somebody tries to soothe them from above and reassure them, their ex- .

-
L4

. ever, more credits fof leveling with them to

perience has been that that's when the bottom is about to dnz{ out.
So, to be candid and frank about tlma;s, the People out there are
grown up. They haven’t got an 8-year-old mentality. They don’t have

to be cajoled or kidded. They’ll give you more credits, they’ll %ve :
who-

Government more credits, they'll give Con en, Senators,

: %ring bad news than they
will if it all sounds like unmitigated good news, and'I think social
security has got this credibility problem. All their lives social secu-

rity looked golden and all of a sudden it looked like it was an awful -

mess. They’ve got to explain just what isit.

Mr. GrassiEy. You both feel than that there should be a major
thrust by the Governinent then to get these facts laid out, and in a
sense, level with the people that social security is not intended to be a
sole retirement system?

Mr. Harnrs. Yes,

Mr. GrassLey. That is all the questions I have,

Miss Oakar. Thank vou.

We have a quorum ‘call, so we are going to take a 10-minute recess
at the most,

A short recess was taken.]

Miss Oagar, We are going to proceed now and other members will .

he on their way in I know from the roll call.

We will observe a 5-minute rule so that each member will be con-
fined to 5 minutes. I ag sure other members will be back who will want-

to ask questions also.

Mr. Abdnor,

Mr. Asonor. Thank you, Madam Chairman. As I.said earlier, your
statistics are certainy' very.interesting and pose a lot of problems that
I guess Congress and this country.must be dealing with in relation to
our retired people and these who are planning their retirement. It
would be good if we had some easy solutions, but I guess we don’t. On

[y
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e Anonron. Thank you. o thos more s s yene iow, Mr. Hlarris

. A U, more or ‘view, Mr.- .

orwhatdoyonteelubontyo it _ yourviom .
ht{‘rmp?ils. I don't like to get ug own pérsonﬁll gginidnsw%ad up

with m 1 opiions as & matter rinciple. y

Mr. after this s gl,butl ver

. Abdnor, sesgion how I might fex
if I might in terms of what would put the minds of the American

at ease. ‘ ,
. Ithinkthoywonldfqolmuc}:be&erifth?mpaiyingumvhieh
somehaw were earmarked, which they could then feel was hk&scying
insurance policies as they are used to and that is guaranteed to be
retnmo&tomemtamsoiwhatemthemxalﬁcnﬁtynﬂaofbonqﬁu

What is unnerving is the notion that their is being immedi-
stely used to pay people who are retired now and that then they sud-
denly look at their own kids and their kids’ kids and say, “By gosh,

n inow they’re reallmng to work hard to support me,” and thes

ind of choke s little. ’s about the way it is. Nobody ever tol
thom that and now they know it, .

An interesting is, and I think it’s significant, that they don’t .
want the social security baby-to go out with the bat. They have not
gotten so disillusioned that they want to stop social security. You know,
you Republicans try and do away with social security and, boy, it'ls

:

ga

.come right on your head. It wasn’t 'so long ago in my own

experiences up in the New Hamg:hire primary I guess in 1964, which |,
is quite 8 ways back, I remember when Senator Goldwater said he
didn’t think social security was so hot and maybe could be done away
v?th.oﬁ':‘s.hoaa were only Republicans voting there and, boy, he lost a lot
of v . :

So, don’t think social security can be-kicked around and let down the
drain. What people want, though, is a system that is on the level.

" Mr. AsoxoRr. Let me assure you, Mr. Harris, T was not about to sug-
gest that we do that. I well r member, which I d¢ not think was com-
pletely true. thé television ads of the social security checks being torn
up in relation to Mr. Goldwater, which I think went far beyond what .
he had said, but that is neither here nor there.

I do recall many, many years ago when I was in college in the busi-
ness school and I took a course in supplementary insurance and re-
tirement. That is what they called social security in those days—
supplementary retiren;ent.

-
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By the same token, don’t you think it is robably unfair the way .

Congress has dealt with this by trying to increase benefits to these
people without finding some means of funding it, either one of you
two gentlemen{ S : -

r. Haunis. No. I'd say the people are worried about that and they

are willing to pay much ‘higher taxes than they were, ’l‘heﬂ:re hurt--
ve begun

ing, though. T want to be accurate about this. Now that they
ying them thi3 January and February, don’t think they sren’t
_burting from that too. :

So, whether it’s Congressman Ullman and Senator Long’s snggestibn :

of. value added taxes ought to be put in the breach or all of you suck
in your gut and say. “Well, OK, we're not going to give you any respite
from this high social security tax,”.it’s a tough ene. Last year we were

::i%o ting this, and I don’t mind saying that I think our polls did eon- .

to that very narrow 38 to 37 vote, I believe it was, in Ways and

" Means which didn’t want to reconsider it. As T understand it, this issue

will not be reconsidered in this session, It come 1980 people are going
to look hard at it. . ' : :

I don’t mean to fudge in my answer to you, sir, but I'd say that those
taxes are hurting on social security. As much as people would like it,
and, yet, they want to be darn sure that when they pay the higher
taxes the fund doesn’t run out when they are ready for it.

Mr. Aronor. et me assure you, T'did not take any poll, but I come
from p very rural area where I know almost every one, and when I
walk around groups of retired ladies who have lost their husbands
who gather around me and want to know how I expect them to live on
their social security check. it gets to be a difficult thing to answer. You
don’t dare tell them that social security wasn't intended to provide all
of their retirement income when the program started out. )

~ T would like to ask Mr. Keene one thing. On the issue of individual
i’otiromont acconnts, 1 would be interested to have your assessment of
I
with its review of pension reform legislation.

Do you think that hasa lot of merit?

* Mr. Kruxr. Here again, I will express a personal view. Yes; T would
be very much in favor of that, I think anything that tends to vecf
up retirement income sources has got to be favorable. It will, among
other things, mean that these people, some of whom might be poten-
tinl recipients of welfare down the road, will have saved themselves,
So, 1 would be very much in fivor of it.
Mr. Aspxor, Thank yon, 1 guess I have used np my time.
o Miss Oaxar. Thank vou, Mr. Abnor. Mr. Regula.

Mr. Reatra. Thank you,

‘Mr. Harris, to keep the record straight. the present proposed vedne-
tions in gocinl seeurity honefits are coming from the Democratic ad-
ministration. that is. buvial benefits, and so forth, and that should
be pointed ont.

Mr. Harwis, Right, :

Mr. Recrra, In your polling. did you get any feel as to.which se-
niors wonld prefer, more programs or more incomne, becanse when we
are working with a fixed amount of dollars, we can enhance the pro-

os;islation to allow homemakers or housewives to estehlish TRA’SY
1ve co-sponsored such legislation, Tt is thy understaw. ..g that the
Wayvs and Means Committee will be looking at this topic in connection
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grams throuéh the 6Idér Amerioana Act or as an alternative add more

fo their income through increased benefits from the social security . ;

inc
gystem? Which de think they would prefer? .
Mr. Harnis, © ere 3 x

Mr.

Government,

Pmnms” is & very broad word, * ¥
Mr. Reavta. 1 erstand. very 2 '

social security or my to t.

pension is }
we think it should have a provision to go up with the cost of living.

lar and people have learned that, We

have lived with it long enough.

In'that res

it, would be income, but basically T think.whet

ple want is the ability to earn income for themselves, and yet to have
programs which can help them in many different ways, In fact, m

is one of the problems the elderly have. They keep feeling

ofitistokeepthemintegmtedwﬁhthemamstmmofsocie?. his
peopie w

O ety the peyehological beneits from th rogras |
; 1 would.say the psychological benefits. e in
the end are more i{nportmt tha:?neomé, provided they fepel y have

-a chance to earn-their own way as well.. :

. N .'.-;
B
ok

. .'..,' -é;

* .,
t

Heavens knows what gil can be puf under that, but at. - :

the risk of that kind of 6ver-simplification, &nmmrl woudd-— - i o

fiay people are not T to get bigier and v
Now they are saying is, if I do retire and

I don’t work, and ion i :

. . So, that i income. A1l are saying is, as was pointed- out, and
. Ken Kosiié pointed it outhi%ydi{ears{t 9-percent inflation & year, |
tting 50 cents on: the

T might say this too, sir. One thing which T ust as manda- .
tory retirement I think is J:st going to go by the if the public
has its will, so"too, I think thess restrictions that have been put on

people working whsn they receive social gecurity is likely to go by

the boards..

Mr. Reoura. In other words, they are strongly in favor of taking off

. the earnings

lintitation ¢

Mr. Hagris. Yes; what people don’t want is to be told, “You'’ve A

got to be idle

now,” and then kind of use your political clout or what-

ever to get handouts. That’s very demeaning. These are ve 'groud
people who still think they can work and be productive. All I can
say is, for heavens sake, let them be, That’s a strong and loud message.

Mr. Reoura. In your testimon

y you said “84 percent of retired

4

ple feel inflation is reducing their standard of living; 65 percent feel
that the {lualit y of life for them is as good as it was when they were

working.’

and vet, the statement goes on-to say “People are hungry,

ill-clad, in debt, and ill-housed.” .

Mr. Harms. Well, 42 percent. said their income as retired people
was inadequate, That hurts. That’s an awful big number. -

Mr. Reavra, So the ove.q-iding impression is that 42 percent felt
they did not have enough. : _

Mr. Harmis. Yes; to put it another way, if we had 42 percent of -
all the households in Anierica below the subsixtence levels, yon'd have
something stirring on the streets, I can guarantee you.

Mr. Rratna. Do you have any idea what percentage of seniors live
solely on their social security ¢

Mr. Harris. No; T don’t think we asked about that,

Mr. Reavra. Mr. Keene, you mention about. the need to increase the
number of private pension programs, Do you think that Congress

- 3%
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. wants, they ought-to get award

2. - .
should enact. tax incentives 88 & means of getting more of those put

)
»

in placot :

.\?r. Keexe, Vels much so. The ope big need in this country, from
all that I have read at least, and I don’t pose as an expert in this ares,
But that’s a need for capital formation. Enco ment of private

pensions and the associated -funding that goes with it would be ex-

tremely helpful. Whether it comes from individuals or corporate-

"sponsored type pro i8 irrelevant for that purpose. The fact is -

t 5t savings are needed for capital formation. That would be one good
redson. . -
-Anothet good reason is if we can have enough incentives there for

" the ?le to solve the problem in terms of retirement income, then,
of the opportunity. It means that the Government doesn’t have*
.to step in and solve the problem. I have to think that would be good

thin

for our country. :
Mr. Harms, I can comment on that only because we found in ares

after area that the people would like to see the tax system geared in
such a way that if people want to flaunt some quality of life objective,’

corporations or whatever, that they ought to get stuck to them h:qher
taxes, but if people abide by these  quality of life stendards that soclety
for it. I have yet to see business
people whom I put this to who wouldn* be willing to live under it and

- over 80 percent of the public would live by that as well, .

What the¥ want are incentives across the board which 3:5,
“Basically, if you do.something good for society, you get rewarded,

" and if you want to do something that isn’t, you might get killed but
'}his somehow is & very—

{ou can take your chances if you get caught.”
’ve never used the word before—this is a very American and current
idea: It really is. I don’t know what- possesses Government not to try
this out ‘more, Every time I’ve suggested it to somebody high up in
Government, they say, “Oh, by God, look dt the tremendous bureauc-
racy that will be spawned.” My answer to that is, “Look at the bureauc-
racy you have spawned without having an incentive system.” So, 1
don’t know.

Mr. Recura. Thank you.

Miss Oagar. Thank vou. Mr. Regutla. Ms. Ferrarot

Ms. Fexrraro. Thank you, Madam Chairwoman. .

In reading the study. Mr. Harris, I was fascinated by the finding
that all respondents, the current retirees, current employees, and the
business leaders, are in favor of pushing back the mandatory retire-
ment age to 70, and, in fact, eliminating it totally. Yet, looking ut the
practical side of things, and T have heard frem my constituents that
when they reach age 65. the next week they get a call from their
emlployez- saying, “When are you leaving " :

t is casy, T guess, for business leaders to indicate a strong desire to

keep people on, yet they continue to apply pressure in the other

direction. * . )
Mr. Harris. The business executives we surveyed did not feel that.

They thought that older people ought to retire to make room for these -

younger people.
Ms. Frrraro. That is what my point was. L
Mr. Harnis. But. boy, the public is just adamant about this, just
adamant about it.

<343 :
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Ms. Freraro. What I was referring to was “IX*"in your study. It
:‘l:;lt. indicated otherwise antl I was wondering about the reliability of

Mr. Haruws. Oh, I think they’re playing for keeps, especially the
retired people. but even those who aren’t. In fact, one of the fascinating”
parts of this study is that young people do not seize on to those causes
of saying, “Look, let’s put baci mandatory retirement, We're going
to have to wait,” Somehow they are able to {:roject into a situation -
here and say, “No, when I get up to their age I want to work as well.”

It’s the notion, partly inflation, partly people are hurting enough so

they have to do it. Partly it’s pride and a kind of mental therapy al-

most. where they say. “Look, you're a lot better off being active every
day of your life than you sre just sitting around doing nothing.”

remember in my early days of growing up: I guess it was very,

s popular in thoie days thinking nothing could be better than not work-

ing, getting paid and not have to work. That's all changed. That was

what I'd call a Charlie Chaplin modern timeg if you remember that

movie.: If your only alternative was warking ‘on an assembly line,
running very fast, vou couldh’t do that after 45, .

Mx, Ferraro, So, then you are saying that the business community
dovs not support that? . .

Mr. Harris, The most hidden fact in our society is that 67 percent
‘of all our people are not employed producing physical products. They
arve producing services today. IWe are in a service society where it
doesn’t require great muscles, and mule hauling, and hard ghysical
labor. Tt doesn't mean people are working with their heads far more
than they are with their hands, and, therefore, age does not sap people -
of the energies that it might if you were a bricklayer or something.

Ms, Frrraro. I wonder, pursuing that a little bit further.did your
survey in any way produce any information as to whether or not peo--
ple beljeve there are certain ocenpations where there should be’a man-
(l?t«‘»ry retirement age { For instance, policemen, firemen, and that type
of thing. '

Mr. Harris. We have not asked it, I think yon raised a good point. J
think we ought to do that in the future and see which ones they think
mavhe there shonld be,

The suggestion wonld be those that are hard labor requiring great
physical prowess would undoubtedly do it. There are certain self-
regulators, You know, one that does work this way willy-nilly is in
sparts, . E. Housman onee wrote a poen: to an athlete ealled “Dying
Young™ and all athletes die young because they can’t go on and com-
peto bevond the age of 40 at the most. usually 35, So, that's an area
where T suppose to say you don’t have mandaiory retirement is sort of
irrelevant. You're suggesting there are other ton like that,

M, Frrrare, Yes: thank you,

T would like to ask one other question, something that is of particular
interest to me, It is with reference to survivor's benefits that are cur-
rently at the option of the employee. It is not only conceivable but true
that very often what happens after a man dies, is the widow discovers
that <he'is not getting the survivor’s benefits, Yet, your srvey showed
that these survivor’s benefits were very, very important to retirees.

Mr. Harris, Very important, very important.
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Ms. Ferearo. Would you resommend that in light of this discrep-
ancy we amend ERISA. to require automatic survivor’s benefits unlees

the wife waives that right ¢ o
Mr. Hamnis. You're referring to the White House suggestion that

these be amopg thé cutbacks, along with disability provisions and’ ..

fome others, . : '
As I read. it out of this survey, patticularly on the survivor's area,

President Carter has got o hard time convineing the American people ~

that he ought to eliminate the survivor’s benefits. You get a very clear
majority who want them. These get to be very poignant areas. It’s

cusy to just kind of say, “In principle wouldn’t it to save this
money ¥"-but you begin to think it terms of what it does tg survivors,

You see, the American people have a compassion and an ability.to -

care about other le. It’s very interesting, They care about sur-
vivors, Don't think ; they don't.

Ms. Ferraro, Thank you.

Miss Qakar. Thank you very much. Mr. Dornan. .

Mr. DorNan. Mr. Harris, T was fascinated by one thing in your ex-
cellenf report here about the perception of peoﬁle, that they would be
paying for a curfent older generation rather t )
committee that President Roosevelt appointed in 1985, the Committee
on Economic Security, which reported to him .on social security
financing and other points, we among others, even then, and I find the
1935 committee report saying, “The Social Security Systel amounts to

having each A_;enemtion pay for the support of the people then living

who are old. : ' _

What took so long, a couple of generations, for this perception to
seep out into the payers of the system ¢

Mr. Harris. I don’t know. Are you asking me a rhetorical question?

Mr. Doryax. No: I' just wondered. Did you discover some reason
that hus triggered this perception in the American peoplef

Mr. Harzis, Oh, ves, sure. A conple of years ago people were told
and nobody refuted them. In fact everybody seemed to a that the
socjal seenrity system was in deep financial trouble, The American

people are neither lazy nor on the dole about these things, but since -

+

nobody had ever said that it *vas in deep tiouble, or not very many
people, they assumed it was OK. When they heard that, they began
10 do their homework, and among the hiomework that they did was to
findd out fast that, as ™ pervent say now, “Gee whiz, what T put in goes
for the generation ahead of me gotting their money and that means
when T gret up to the point where I get it, the generations following
have to.” That really gives them pause. *

They have learned out of experience. § have lived most of my adult
life aronnd the people who have sort of been the public figures and
have seen them, and Presidents not excluded, they tend to make state-
ments and think beeause they have made the statement that everybody
has heard it. Because President Roosevelt said it, doesn’t mean any-
body heard it. In>fact, in polities, 1 don’t mind saying, the only way
anybody ever hears you is when yvou're sick and tired- of saying it,
mayhe somebody is starting to hear von for the first time. I think
that's true, .

So, I don’t think it's fair to the American people to just quote. Yon
could have Roosevelt saying it 12 times anJ that probably” wouldn't
have been enough.

an themselves, In the .
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* . Mr, Domwax. Then there is probably gven uw
“ "N\ the American people that the 0e t-system went )

com letaly in 1974,

. Haumss. 1 don't think people kiiow that. The railroad people

undoubtedly got the word,, .

Mr. DernaAN. It is nct ‘mentioned anywhere in your report, so I
assume you did not ask auy g ionit. -

Mr, I would may sigh it would be very likely that
most people doriot know that. : :

Mr. Dornan. If the word wdsgmefall' outoin-tlistorifthore'wefe"

an NBC white paper or the like, it would even lieighten the awarenées

that when you have a shrinking labor pool-contributing to

-asthelydidinthemilmadsandaswedowjthal.lsomog or!

. War IT haby boomp parents passing through matarity, that it would
.even make pepple more aware that we have a deep serious problem here.

Mr. Haews, 1f l{ou ever havé any doubt, a very principle to'

lite by in public life, Yf I can suggest that, is to give them more bad
news ;ydon‘g hold it back. They’re going to apprecfalte you and they're
ﬂoug to appreciate hearing it. One thing K:ople can’t stand is to get
illed from the blind side. They think the whole establishment is trying
. to give’them r-coated messages and say that-everything is fine
' g:: &? they wake up the next morning, and boy, things are anything
t . . .
Mr. Pornax. I tertainly appreciate thai comment. There was one
. curious thing here you may have answered if I missed something with
. the quorum call., ‘; hat was your understanding of this difference in
retirement desirability of working Feople and business executives that
88 percent of current employees, if they were doing a good job, said
- people should be allowed to continue, but only 67 &e:eent of business
executives agreed—still a huge majority, but why that discrepancy of
21 percentage points? '

Mr. Harris, Well, because as we found out later on when we posed-

it another way—shouldn’t the people eligible for retirement step aside
.und let the younger people come in—we found the majority of the

business executives afreeg and the big two to one majority of the pub-
lic said, “We won’t buy that, People have a right to continue if they
can do the work.” They’re not saying you should get paid for doinﬁ
nothing, but what they are saying is, if you can do the work, hol
down the job, you ought to continue and age sheuld have nothing to do
with it. Buxiness executives worry about it. .

Miss Oaxar. Mr. Dornan, your time has expired. Mr. Green,

Mr. GreeN, For the record and in view of the comment Mr, Keene

made, 1 think you have to be aware that there is a group of us that .

have in the past sponsored legislation and intend to refile it this year
that would provide, starting in the year 2000 and in herements of a
quarter of a year each.year, the retirement age under social security
wofild go up, nltimately to 68 by the year 2011 when the post-World
Wae 11 baby boom starts hitting 65, N

In terms of the discussion of the desirability of having private pen-
sion »laus.kw‘) up with inflation after retivement, I am wondering if
Mr. Keeue could tell us how private pension plans could do it. I gather
there i+ some small percentage tnat do. 1 know the insurance imﬁlstry,

I'guess a little over a decade ago, came up with the variable annuity,

-
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but then the stock market fell out of bed and proved that that was not
going to wofk, What techniques can a company or any other employer -
undertake to provide that kind of indexing with inflation without tak-
mﬁon an unacceptable open-ended liability N
r. Keene, Mr. Green, the first thing you can do is stop inflation.
That would solve the proﬁlem. However, short of that, there are some
techniques, The basic problem now is whether or not the company or
the oi‘ﬁunimqlon that is (Fomg to have to foot the bill is willing to foot
the bill, bearing in min you have uncertainties as to what the sige of
the bill is, One technique 1s something which we ma%hear more about.
This is what you might call the adjustable pension. We happen to have
given it this name, Alt?o h it sounds suspiciously like the variable
annunity it’s different. It's different in this sense, that the backing for
the annuity is a fixed income type investment, So it doesn’t have the
wild fluctuations possible in the equities market. In this kind of ad-
justable-pension approach, the excess investment €arnings over some
predetermined level are then added to the person’s pension and the °
pension will accordingly g: ? 1f you, for example, take a situation
today where a long-term bond, & corporate type bond, will go for 10-
pércent interest, you can assume that the inherent cost of money or
value of money lacking inflation is, say on the order of 8 percent. In
the extreme, you could say in that kind of situation, let’s give the em-
ployee the 7-percent difference. That would be very costly long run to
the employer. The employer may then wish to compromise and say,
“Well, no, we won’t ﬂgive them all the difference between 10 and 3, but
we will give the difference between 10 and 6 or 10 and 7. That’s one
approach, :

Another approach is to adopt what you might call an increasing
annuity where the employer would know in advance exactly what he
is agleeing to. It would automatically increase like $ percent a year or
something like that, but at least the employer would know the cost
beforehand. Whether or not that would do the job would depend on the
magnitnde of inflation and the fluctuations you might encounter.

Another approach would be to encourage the implementation of sup-
plemental so-called thrift plans. These ave plans, for example, where
for every dollar that the emiployee puts into the plan, the employer
will mateh it by, let’s say, 50 cents and that will go into an invested
fund for the individual. .

Another possibility which is suggested very strongly in the survey—
this has not so far been considered to be a practical possibility, but
maybe this survey will call for new thinking in this area—and that is
to extract contributions from employees, in exchange for which they
will build some sort of cost of living esealator into the petision plan,
That's a strong possibility. apparently. if we can follow this survey.

Mr. Greex, Mr. Harris, one thing that T guess was a little surpris-
ing was the degree of confidence of emplovees in private sector pension
plans. Did your data reveal any distinction, say, between union-man-
aged-pension plans and employer-managed-pension plans in large com-
panies and small companies ¢ -

Mr., Harzis. There is less confidence in union plans than there is in
other private pension plans,’

As T also pointed out. Congressman. it is the errors of omission
people feel where they're thrust to eriticism where I think the dialog

¢
¥
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is going to go; namely, in what we've been talking cartying
ittotho.ooatg:fh ) 4 amthattbeirmdardoful?vmgdm
- ' they retire is as -88 it is when'they were working, survivor’s
* benefits. These are ail provisions that are not by and visions
ofthopnm%sion lans no andwheretlg:{fealthe i
~ Mr. Gezex. Were tgeta any distinctions between large employers
and emplyers in térms of confidence? .
- Mr. . Not thal we probed inta, I'm sire there might be. L
- Mt Grzan. I have no further questions. ' y

- Miss Oaxar. Thank you very much, Mr, Whittaker.
. Mr; Warrraxse. Mv.dcm i Y have no questions at this

", Miss Oaxar. Thank you. I would just like to conclude by asking
~.- . just sevéral quick-questions, . - . © - e
o MrK in response to Mr. Abdnor’s questior., you made mention
of the $30-billion deficit. Can you tell me what percentage in the deficit
is due to the sacial security benefits that people liave paid intot
- Mr. Kexne, T ve the 1977 amendments, mwth 1979,
start building up a gurplus, not very large, but a surplus, .
That's my nnderstm&umtg, but that then dwindle down in a few J
ears.

", - Miss Oaxar. But it is certainly not in any great measure the billions
-~ of dollars that— , E
. Mr. Kzene. The income to the ?stem as I understand it now,
. exceeds the outgo. Sv, the trust fund will build up a little bit.

Miss Oaxar. Thank you. Mr., Harris, recently ry Cchftmo1
op behalf of a task force who had done some research on the socia
security Benefits toward women, issued a statement indicating that
indeed women were discriminated.toward in terms of that system. I
am wondering if in your research any of the people that you inter- -
viewed made mention of that as a real concern.

" Mr. Harris. Yes. Not in this research but I did some other research
recently where we found that for the first time} because women do
take—see, for a long time, with the exception of professional types,
worki women was a kind of hiatus between school and gemng
married. Now you've got 51 percent of all women are working, an
partly this ygain, among the radical impacts of inflation. Women are
thinking of working and working for the rest of their lives or a %gbd
long while. As a consequence, for the first time women feel that they

. are discriminated against in terms of getting less pay for the same
work. Men don't feel that wav. Women feel they-get discriminated
against in terms of not ﬁettin% promoted to higher management jobs
nearly like men are, and the third one just fascinated me because T
have to confess T hadn’t quite thought of it. It’s in this whole area -
where they said in terms of loans, mortgnies, insurance, financial mat-
ters, they feel that women indeed do not have the same access as men
da, even though women may be working women who have an income.
It’s the basic notion of what they’re objecting to and rather deeply:
Why does a women need a man’s signature on her application for
ﬁmdif’f?' If she works, why shouldn’t she be abla to get the credit

erse ¢

I think this is a fairlv explosive area. T: don’t know the degree to
which women are discriminatéd against, but certainly if they are
breadwinners, I see no reason why they should be.

. ' 4 i
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To put it another way, I can see a lot of trouble out there for any

- findncial institution that doesn’t get cracking aid changing this prac-

tice, . ]
Miss Oagar. Thank yoa very much. I want to thank both of {:ﬂ
gentlemen for your very interesting testimony. We certainly look for-
ward to more surveys that you do, Mr. Harris, and more analysis
that ,:gu do. Mr, Keene. Thank you very much. The hearing is ad-
journed. ¥
*[Whereupon, at 4 20 pm., the committee was adjourned.] .
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. The past decade has seen the emergence of major changes in social and economic
forces directly affecting retirement. Reaction to these pressures has aiready produced L
. significany legisiation such as ERISA, sweeping amendments to Social Security taxes and .
benefit levels, changes in sex discnimination statutes, and Moves toward non-mendatory
retirement. : . -
This 18 a fast paced ongoing process. Long-term pressures generated by the shift in
the age and sex composition of the labor force will be magnitiud and accelerated by the
more immediate pressures caused by an over-heatod intiationary economy. The future wilt
witness additional major changes in the American retirement system to accommodate
these pressures -- changes in legislation, in employment practices. in retirement patterns
and in the systems -used to fund and pay retitement income. *
e Johnson & Higgins believes these coming changes, and the direction they will or :
Tt - should take, must be hammered out m the real world and not developed golely through N
‘ theoretical think-tank studies of what 13 bést tnr America. An esgential step in the real
world 13 an examunation of the attitudes of the American public, and business |eaders,
about retrement and fetirement income - problems, perceptions, expectations and
infentions. ) FEN
Accordingly. we commissioned Louis Harns and Associates. inc. to conduct a nation-
wide survey of Amencan employees. retitees and business leaders to determine these
athitudes. LI - ' -

From the begmning of this project we aliowed Louts Harns and Associates a com-
pletely free hang in the development of the methodology and in the analysis and inter-
pretation of the results. Our input was hmited to advice and assistance in designing the .
survey and drafting the questionnaires, and i the funding of the project. All observations
and conclasions that appear on the succeeding pages are those of the Harns organiza-
hon and do-not necessanly reflect the views of Johnson & Hnggins. We will magke our own
comments separate and apart from this report o

Major findings having far-reaching imphications emerged in these areas

¢ Inflation and the quahty of retired hfe y
* Mandatory retvement changes

. At;'tudes toward private pensions .

¢ Afitude * towaid Sociat Cecwfty

‘in some casas the results are about as expectdd But in othet cases the results are -
e surpnising! . .

’ This comprehensive survey 's ufique and most imely The tinding are extensive and
sheuld be ot major signsficance to the Amencan public - and. 10 particular, to govern-
mental policymakets. husingss leaders. money managers consullants, acluanes and
other professionais who shate more hully the responsibility for making the Amencan
Letirement system work

Johnson & Higging 1s proud to present the result of this landmark survey

Johnson & Higgins
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* INTRODUCTION

American Attitudes Toward Penstons and Retirement 15 a major study of employee.
or a0 g hueiness eader athitudes toward pensions and the retirement incoma sys’tem
= the United Seates .

In spus ot the considerable amount of co?nmemary a_nd’publcc attention it has
ennenderen 1n the tecent past the ceue ot rehirement and s financial imphications 18
surrounded by das much contusion and uneertainty as ever before  The eftects of ERISA.
changes in the mandatory retrement law mopendgng magor nopulation shifts, mtlation, and
the prospect of tunndr peansiof leqisiation ail 'tne-:(e are contrnibuting to the atmosphere
ol contusnn and creating dithculty tar the public ang providers of retirement income alike
Ametican Attitudes Toward Pensions and Retirement has been commissioned by
Johnsnn & Hepns in hopes of reducing same ot the uncettainty which surrounds the
mhreaedint neome system The surve, findings teported in these pages contain a wealth
of rehable miormation whieh 1l s hoped will be both dluminating and useful 1o policy
INARGIS TiaNessmen  ang all those witn an nterest in the relrement income system n
the Umiten States

Readers will be hotr con.oled and concemed by the findings reported here The
Metuey DEOGR 3 ol Gernechive B many Ssues confranting the private pension system |
Mary ecotesma of puvate pensens conveyed by the inedia are not shared by business
Parters, or ther employees and hats groaups have much o say that 1s positive about
prenmon inaislat-on curert.y bemna cunsidered  But some of the resuits are troubling
Many conventan.sl assumpngne are cilied into question: and the findings point to a number
of potentatly senoys ddticuttas awahng retrees and the providers of retrement mcow
“Hne yedrs, ahead

Above alt the readglts w.ll set the record stiaght on atitudes toward retirement and
ponsiore They cast g mych-needed aght on the achons. attitudes and concerns ot
FMPLe 0 TR Penmeons gned retroment  They hrineg into tocus the dithculhes faced
Dy 108y & teheenn and s pest sevent ways the prot lems pught be avorded §n the future
ey aaity smoartant at .4 tmea when Consiress s considenng majur changes in the penswh
awy the hndinas provude i sharp nnhnm cf the busmness commuynity’s awtédes towqrd
FRISA and their coneceens about the hture of prvate pensions -

Frn cageee, - L P auneg an et ows weth twe soparate samples a nattonal €ross-section
0 1609 curmnt gnig rotiend employes; ang a representative cross-sechon of 212 com
Dty - Jagn from the Fartune hahing ang the Dun g Braastreet Miiion Dotar Directory
Tro cosnpy o omployees covasted of 1330 ntasviows with full tme emplayees and 369
marviews with peaple rtred o Wl ime.work The focus of the study 1S on current
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and retired employees, rather fhan the entire adult public, because the former are primary
contributors and beneficranes of the Social Secunty System, and because they form that
portion of the public most atfected by pension legislation. For the sample of companies,
interviews were conducted with corporate executives designated by their chief executive
to speak on behalf of their company about pensions and retirement. All the fieldwork
was conducted in August 1978. Details of the sample and methodology are given in the
Appendix

Lows Harns and Associates 1s grateful for the adwice and assistance provided by
Johnson & Higgins in designing the survey and drafting the questionnaires. However, the
final responsibility for the design and implementation of the survey rests with the Harris firm.
{ It does not necessanily {oliow that Johnsof & Higgins agrees or disagrees with any of
the answers given by the employee or leadership groups. or with anty of the observations ot
vomments made 1n this regort

1t should be noted that percentages in the tables may not always totat 1860%. because
of rounding or the acceptance of multiple responses. N
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OVERVIEW AND SUMMARY OF MAJOR FINDINGS ’

" From among the hundreds of results emerging from these surveys of érﬂployees..
retirees. and business leaders. tour sets of major iindings have particularly important and
far-reaching implications for the getirement and retuement income policies of government
and business

1 Inflabyon and the Quaity of Retired Lite *
fi  Mandatory Retirement.
- Atitudes Toward Private Pensions : %

IV Attdudes Toward Social Security

The following 1$ ap overview and summary of these <ets of major indings Readers
should He forewarned that many of the details and nuances of the results are unavordably
tost when summanzing a study of this size  Thase whose interest 1s spurred by the tind-
ings below are urged 1o examine the full report

. I. INFLATION AND THE QUALITY OF RETIRED LIFE

Q

ERIC

Aruitoxt provided by Eic:

Perhuage: the most stnking tinding 1n this suivey of business leaders and current and
rotited employee=: i the pervasive imnact of inflaton on athtudes toward pensions’ and
retiremont ncome expoctihons  The rapidly nsing cost of hving 15 imposmg severe tinan-
et dftcuibes on wzeable proportions of today s retrees. parhiculary on those who do
not ecewve poerescn benetits. Mote than 4 of overy 10 1etinees  and raote than 5 of evety
10 retrees wh s g Aot tegmve penson benefas i em that mflation has senously reduced
their Btancard of vy Current employaes are atso feeling the impact of inflation, which 1s
wmsting ther abilty to save for retirement while acteasing the amount of money they
hebove they will need sfur.ng tetirtement .

Having tar-1eachung consequences, tof the providers of retiremrent mcome, the pres
et of ntation are boosting retirement incore needs and expectations The survey
findings ¢ oupled with projecions of demoagraphae stifts which wall signdicantly inCrease
the number of employeas reaching setwement age beainming in the 19880's, suggest that
tadiay ¢ Prployees are Tkely ta axert contidetabie (ressure for hughet benefits from busi-
A and g ernment - they apprea b tetiretment

At the ~ame tmee hawever thee findings show MLt part of the solution to future in-
CIEANES N Petwon foaty may e with employees themyelves  Fmployees are witling to
angke CONtLDtes B thee campany ponsaon plan., i thee contnbutions can be made in
ane e ha arger benehts o eardae henobt eligitulity More than two thieds of the
employbes mtonoaed say they weaks bee widthng to contnbyte to @ plan, of o contnibute
mare than they do now F o would menease ther tetirement benefits More than anything
ermployvess, Stk e wtlogg 1o mctease thed coamtabitons st ther plan would pro- «de
Benefte (gt actease weib the st af e (71 1670 withing). Certannly these findingy
mast be approached wth some Cagton, sinee 1Me difteronce hetween what people will
ACTudliy At Copt andg whdat ety ay they wedl accept . an be considerable  However, dt the
vory iojiet the kndinge domandrate that aicteaced employee contributions in exchange
f0r wathet o1 Stigee Denplits iy prevefe 4 way B ease ghe tuwdden of fulure relirement
IAAEEA LTINS (TR LY, TS i ‘

Below 0 sienmgry e e the migoe saqievisy hoihgs about atlation and ts tmpact
D cesttaetrnti oty goPey anfard, Laliatye, fnd 1o (Jupdioly oot rotirend Ll

A_ Inflahion 18 clearly the number one problem tacing retirees and the providers
of retrement ncome today fintiree:, b o Leet the hirdent Wt by nllatan, parbculardly
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retireas who are not receiving pension benefits. More than 4 of 10 re*‘red employses say
that inflation has seriously reduced their standard of lfving. and ro. ‘7 another 4 in 10

say it has reduced thes standard of living to some’ degree. Among noge not recelving .

pension benehts. 3 full 53% say mflation has senously reduced their standard of Iiving
compated with a smaller 28% holding the same view among pensioners.

Business leaders are also teeling the pressures of inflation. When asked about the
disadvantages of pension plans 1o their company. a sizeable 61% cife increasing cosls
« an nfiationary econoiny as the main disadvantage

. The governmeni and government spending (Federal, Congressional, state and local)
are among the major canses of mflation today according to current and retired employees
and business leaders

B. A majority of retirees are satistied with the quality of retired life, but for many,
retirement is a time of financial Kardship. Sixty-five percent of those who are currently
retired from full-ime work believeg the quality of retired life 15 at least as good as the
qually of working life. However.'34% feel the quality of retired life is worse than the
auahly of workidg life. and nearly two-thirds of the retirees in this group say that financial
probloms are at the rool of their dissatisfaction

. Dver hait (5825} of thoge retired from fuli-time jobs feel that thewr current standard
ol kang = at feast adequate hut d sizeable 42% teet that their income provides a standard
of wing whieh is less than adequate  Having a pension clearly makes a difference in
.1 persan's standard of hving dunng retirement  More than half of those (56%) who do
ot tecerappnsion ponefits but st 23% of those who receive pension betiefits believe
that thest current income provides a less than adequate standard of hving.

The findings turithes suggest that many retirees are not able to atford some of life's
hasmc necessities  In response to a question in which retirees were asked what they would
¢ ot they had an addtonal $100 a month small but significant percéntages report that
they would buy toad (18%). buy clothes {12%). pay off old debts {14%). or do 10 a doctor
ot dantist (79a) . * )

C. Spurred by infiatian, retirement income expectat, uns are rising, and the pro-
viders of retirement income are likely to feel increasing pressure for larger benefits in
the years ahead. To cuttent and retirad employees. by tar the most imiportant of several
persatite chaactenstics of pension plans (1 e . guaranteed benefits. .portability, vesting.
ote 1% that the plan have benehts that o up with the cost of ving A sigmificant 66% list
th:g pension Ehan ¢ arctenstic as extremaly important. and another '27% call 1t very
unprrtant .

D. Though many retirees are dissatished with their standard of living, over-
whaiming majonit.as cf employees and business leaderd feel the standard of living dus-
ng retirement should be-about the same as it was before retirement .- a goal which
g, Ioad thoncioaned demands o higgher and mmore iberal benetits gs inflation continues
toonn nde tohitement -ngames,  Bghity «one percent of current employees and 84% of retirees
toel Mat the standard of lanag duning retrament should™be about the same as before
titeenpont ont: 87 of pach qroup thik the standard of iving dunna retirement should be
Sagtter fhan oot tobretngal The oo nodegingt, Contrast to the 40% of ratirees that
Gt 19,1 Bee e atiye peroe e g s bgnedaned of by ety whalh s less than adequate And
Attty 0 st of 10 Dgenree fe e s thnk tetizomesnt incomes should be less than pre
rertteny nnt o ope L3 Mgl B0 foel 4 shouid be about the same as betore retirement

E Employves are willing to contnbute to their pension plans. ot to contribute
more than they do row. 1n exchange for various types of additional pension benetits
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Sixty-eight percent of the employees interviewed would be willing to increass their con-’
tributions if it increased their retirement benefits. Employees say they would,be most will-
Ing to increase thewr contributions to their pension plan if the plan provided benefits that
increased with inflation and the cost of living (74-18% willing). By smalier marging, em-
ployees say they would be willing to increase contributions'if their plan let them become
ehgible 10 recewve benefils at an earlier age (61-27%). it the plan had a 100% guarantee
that they would receive pension benefits regardless of investment performance (60-29%).
and if the plan provided survivor's benefits to their spouse (58-31 %).

IL. MANDATORY RETIREMENT . .

Though the survey findings point to mounting finaficial pressures on retirees and the
providers of relirement tncome in the years ahead. they also reveal a trend that. in the
long. run, may significantly lessén the pressure on retirement benefit costs. Stemming
from a number of economic and demographic trends as well as the recent.change in the
mandatory retirement law, the current trend toward early retiroment may be reversed in
the not-too-distant future More than half ot today's employees would prefer to continue
working - either fult-time or part-time. at the same job or a less demanding job - instead
of retirng. and just lgss than half say they actuailly plan to continue working and defer
retirement  Aiso, workers between 18 and 49 years of age are significantly less likely f0°
look forwatd to retinng than older workers This may be a perception that will change as
workers grow older, but it also may point to an'increasing preference for deferred retire-
ment as the work force ages .

A. Pushing back the mandatory retirement age from 65 to 70 is welcomed by both”
current and retired employees and the business community, but only total abolition
of mandatory retirement will satisfy public opinion. A large majonty of current and
retired employees and a smaller but stili substantal ménomy of business leaders are firmly
opposed to any mandatory retirement age whatsoever By 88-10%. curtent employees
believe that “‘nobody should be forced to retire because of age. if he wants {0 continue
working and can still do a good job ~ The same view 1s held by 2 of every 3 (67%) busi-
ness execuhves mterviewed

B. While a majority of employees iook forward to retirement. significant per-
centages would prefer to work — either full-time or part-time. at the same job ot a
legs demanding job — as an aiternative to retirement. More than 1 in 4 (26%) employ-
ces would preter to retise when they reach the normal retirement age for their empioyment
Another 22%; would ke to retite before they reach the normal retirement age lor their
employment However. a total of 5:% say they would prefer to contihue with some type
of employment

"Though nider workers are more hkely to say they look forward 1o retirement than
youngar workers. there 1s ittle difference between the two aroups m actual retirement
intentions Roughly half (48%) of thase between the ages of 50 and 64 say they intend
tn continue working instead of retinng  as do an almost equal dercentage of younger
worlkters Amaong workers between S0 and 64. 95% are covered by Social Secunty, 62%
are coversd by a private pension plan and*28% are covered by a government employee
ptan . .

G A substantial percentage of today's retirees voice a strong desire to work
dunng or instead of retirement Nearly baif (46%) of today's retirees would prefer to be
warking whde e even halt (50%a) would not Net only would significant numbers of
retired people profer 10 work  but meaee than hatt would have preferrad jo continue work
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ing instead of retring  Assumung they had an adequate fememem income, 31% of cumnt

retirees would have preferred to retire when they reached the normal retirement age
Another 12% would have prelerred to retire before they reached the normal retirement
age The remaining 53% would have preferred to continue in some kind of employment.

ill. ATTITUDES TOWARD PRIVATE PENSIONS

Both befare and after the Employee Retirement Income Security Act of 1974, private
pension plans have been cnticized for being financially unsound. for promising what they
may not be able to deliver. and for vanious moquities 1h the way empioyees become eligible
for benefits Whatever the possible merits of these criticisms. they are not, for the most
part. fully shared by people currently covered by private pension plans Most employees
{(78%) ciaim to be basically satished with the way therr plans are designed and admin-
istered  And while approximately 1.1n 3 (31%) express less than full confidence in their
plans. a 68° majonty have a-great deal of confidence that their plans will pay the benefits
to which they are entitled upon retirement  Of those who are not futly confident only 6%
hgve no contidence at all in ihenr plans

At the same ime, these positive attitudes cannot be nterpreted as pubhc acceptance
af the status quo 'n the private pension system While employees say they are satisfied
with plan design and administration. many place a high prionty on types of provisions
which are not found in most private plans today. Foremost among these are cost of living
tenehts which are likely to become an increasingly central focus of employee demands
it high levels of inflation persis. benefits which will permit the same standard of Iving
as before retirement and survivor benefits “

- The Employee Retirement Income Secunty Act has brought substantial changes in
" the types and amounts of :nformation about pensions given to employees. The survey
tincings show that recemving information about'their pension plan is extremely important
to employees. but employees and employers have widely divergent views as to the types
of information that should be reported Employees place a igher priority than employers
think necessary on receving information about the current financial status of their pension

plans in areas such as where tunds are being invested. who 1s managing the funds. and

the return on investment However it should he noted that employees are generally satis

fiecd with the information they currently recewve. and majorities say they find the reports
they receive from their emplovem understandable and heipfut While the contents of reports
may be improved. the imiting factor in employee knowledge about pension plans 18 not
the reports themselves but that many employees trail to read them

In the tinal analysis having a pension plan at work 15 extremely important to today's -

smplnyees . While employers and employees ate not without cnticisms of private plans.
if anything the findings suaqest that both groups would favor an expansion of the private
pens.on system’

3

A. Having a pension plan is a high priority among current empioyees. By 80-16%.
cmployees feat that -~ mvery employer should be 1equired by faw 10 provide a reasonable
pension plan for s employees © Fmployers have generally favorable attitudes toward
rension plans and see many advantages in therm for their company’ However, they dis
Agree that they should be requited by 1aw to provide such plans by 67-33%

B. Employees covered by private plans voice relatively high laevels of satisfac-
tion with the way their plans are deaagned and administered, and a majority (68%)
have a great deal of confidence that their plans will pay them ‘the benefits to which
they are entitled when they retire. Seventy eight pescent of those covered by private
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plans are al least somewhat satisfied with the way therr plans are dusigned and adwin-
isterad. while 16% are at least somewhat dissaistied Although a commendable two-thirds
of prvate plan participants have a great deal of confidence in their plan’s ability to deliver.
25% are less thanvully confident Six percent have no confidence in their plan atall.

C. Private pension plans get generaily high ratings trom business leaders.when
compared with plans for government employees, union plans, and Social Security.
Current and retired employees are mildly positive about private plans, but they are
most positive about plans tor government employees. Similar to business leaders, cur-
rent and retired employees are most negative about union plans and Social Security.
Business leaders. not surpnsingly. are most potive about private plans, believing themy
to affer the.mghest benefits for the maney contributed. and tofbe the best run “Business
readers are hghly negative in therr views toward union plans and Sociat Securdy claiming

that they ate the sofirces of retirement income most in need of change.'

Q
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Aruitoxt provided by Eic:

A plutality (33%) of current and retired cmployees feet that plans for government
employnes offer the lighest henefite for the money contributed nd {by a 36% plurality)

_wauld gtefer this tvpe of plan over all others ot they had to rely on only one plan for ‘all

'Pear relirement ing e L ke business leadms Turrent and retired employees hold qen-
sraily negative views of umon plans and Social Secunty

D. While employees.say they are generally satistied with plan design and admin- *
istration. many place a.high priority on types of provisions which are not found in
most private plans today By far the most important feature 1o have m 3 pension plan.
Accordm o artent and tetitedd employees. 15 i pirovision for benefits which increase with
the ekt cf vy A stakng 396 st this charactenshe as at least very important -Sizerble
mg;onite ; alno foed s o fanimuin Cvery important” to have guaranteed benefits regard-
togs of vestnent prtlannance and 10 have survivar benetts  Business teadeors consider
eonl it g benetits 1o be much lens mpotant than do cusrent and rotired emploveing,
ttead ey feet s most amportant that employees be quaranteed benefts regand.
¢V nyentment favberpance and that.employees be quarantend 1o teceive vestad henetits.
o oy Teae the ob betoe entgartiont  Busness leaders share the views of employees
DG thee onpertanee af havineg 4 provision or careivin benehits in pension plans

E Many employees. retirees, and employers would favor changes in the pension
law to permit tax deductible employee contributions. Nearly halt {(49%) of the working
g petitesd patte wotl'd favar 4 chanage in the pens:.on law which waould pernmt employees
G Nttt e st el wnrk’;md deduct thenr contebutions from {ederat taxes

Cantl they ehires whiste 8% woalit duiipptove of the chanage  The proposal sereves

Aeermg ] on Mo Dt cammunity  whete 89% iy they wonld approve of a law
peseptiong Liv fendiet Dl emetopen o entadegtion, to penaion plane al werk

Frophoneee. el emphogeee 5 sk gt aelrome ) w perrmuthing the ostableshment
Hoqe dfengar L IRAL gloneg with tuagle oaton 1an employer ponsion plan

F * While a majonty of empioyees say they would be w:llmd to contribute to then
pension plan, most employers do not think they should be required to do so Just et
NI TR W ITTE TS 1 PR RICYTY B .;-,‘.-mp:- apeerr, beaghed Poee renyonestd t ut;ﬂ-!\lm‘ tcr theu pRpsIon
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G Though employees ate refatively satistied with the pension nformation they
currently teceive, busingss leaders widely misjudge the importance empluyeges plece
on certun typies of intormation about their pension plans  Aman p e phoyere whin re.ge!
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they receive information about the ourrent snancial status of thewr planN83%), where

pension funds are being invested (60%). who 13 managing pensiom funds (60%). and the ..

return on investment (59%). However amiong busmess leaders whose employees receive.

annual reports just 38% feel it 18 “very unportant” hat the report contain information

about the current inancial status of the pian, and less than 20% beheve 1t is imporiant to

include information ahout who 15 managing the funds. where the fupds are invested. and

+  the return on investments Nonetheless. majontes of those who have read their lass "

pension report rate 1t positively for the information provided

H. Many private pension plan pamcnpants are tamniar_wﬂh some of the basic
* provisions of their plan, but the results show that there is ample room fdr improve-
ment in their knowledge. Most seem to know whether or not they are vested. though
substantial mnonties-were uncertan or incotrect about vesting criteria  Also, more than
halt are uncertain about the size of therr monthly retremesnt benefit Even among those .
who are relatively close to retirement {50 to 64 yoars old). 58% do not know the approxi-
mate 5126 of thert monthly retrrement henatt .

1. Portability: employees have mixed views as to how their’ pendion benefits
should be handled if they change jobs before retirement. A narfow 34% plurality fee!
that therr accrued benefits should be kept in their onginal pension plan and the benetits
pard out when they-retee  Thirty one percent would prefer that the money be transforred
to a separate account of their Gwn, bike an IRA. and pad to them when' they retire. while
an atmast equal 29% would prefer that the money be transferred to their new pension |
plan Only 2% of employees covared by a pension plan and 1% of businéss leaders
would refer that the money be transferred to the federal govemmant hl retirement

.J integrated benefit tormulas, by which the amount a person will receive from
Social Security is taken into account when determining the size of his pension benefits,
are met with opposing views by business leaders and current and retired employees.
By 77.22% a majonty of business leaders feel that Soral Secunty benefits should be
taken mta account when detesguning the size ot a pension benefit But by 55-37%. a e
mamnty of curtent and retited emplovens brlieve that Somal Secunty benefits should
anthe taken :into Jecount

IV. ATTITUDES TOWARD SOCIAL SECURITY - -

A larqe majonty of today s wark torce expects to recerve mceme from Social Security
when they 1otite Yet substanta’ numbers, patticulanly among younger employees. have
Uttle confifence in Sncal Sacunty < atuhty to pay therr ietitement benefits  More than 8
aut of 10 current employees have less than full conbidence that Socal Security wil pay
them henehits to whit h they are enttled whan they retne 327 have hatdly any con
ficlones 3t atl .
The hindings sugest ereased pobitn.al presadure on Social Secunty in the future.
mush of which may ba m the term of an neteased demand 10 use general revenyes or
other tevenue sources 10 fund Socil Secutty A magotty of cutrent and 1etired employees .
‘generilly daree that f Decestary .t te maney shogld be coliected from weorking people )
oo ancame of tetaees can heog s weth ntlation This coupled wth the growing num
beors of ompiloyoes who wetl bes retineg et the yens ihead cuqaests an upward demand
Aned mcentean] il praneure los farger Socat Socunty donefits and  consequentiy.
tuggheer D5es Gt e gnty Braese Moo wihes 3o S sgeeont areg tetinesd employees toel
that Sow sl Sas utaty tresrndies - roigied Lo godied aat of Sewctal Sty taves, 470 teel that at
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Employees and retirees want the Social éecumy System 10 werk. and most (76%)

want it to work as was originally intended — a program to provide a pesic level of retire-
ment income that will supplement other retirement income sources t is needed. the
findings suggest. are ways 10 restore the public's confidence in the Soct urity System.

A The vast majority of the working public are relying on Social Security for
income during retirenient, yet mary are skeptical about the system’s ability to pay
out future retirement bens &iis. ~:ghty-seven percent ‘of today's employees expect to
receive benefits from Social Security when they retire. However, more than 4 out of §
employees have less than full confidence that Social Secunty will be able o pay the
benefits owed them waen they retire. and mbre than 2'9ut of 6 have hardly any confidence
at all Moreover. employees hist Social Secunty over Government employee plans. private
plans and union plans as the sourge of retirement income most in need of a change for
the better. .

8. Gurrent and retired employees feel strongly that Social Securlty.bonems
should be increased with the cost of Hying, as is done now, but they have mixed

views as to what moneys should be used to provide benetits Yo currerit and future )

retirees. Eighty-six percent of cuirent and retred employees feel that Social Secunty
benehts should increase at least as fast as the cost of hvimg over the next five years. while
onl&s)% believe thev should be kept the same With a view sharply divergent to that of

busiyess teaders a narrgw plurality (47%) of current employees and retirees feel that at
1bast part of the money for Social Secunty benetits should come trom sources other than’

Sociat Secunty taxes 42% feel that part shquld come from othar taxes. and 5% that a#l
benefits should come ‘from other taxes By 79-20%. business leaders feel ali Social
Securnty benefits should be paid trom Social Secunty taxel

C. A 76% majority of current and retired employees believe that Social Secunty
shouid provide a basic level of retirement income. while 17% believe it should pro-
vide all retirement income. Among those who feel Socral Security should prowide a basic
fevel of retyemapt income. 22% believe 1t should prowide a basic level of mcome regard-
lesg ot.ore-re@em income and 31% believe that 1t should provide a hasi tevel ot n.
come while taklg previous income nto account  Anather 23% teel Social Securty should
provide a basic level of income which should be used as a supplement to other retirement

_ncome. Part of the redson for low nterest among curtent and reted employees in having
*“all retirement income provided through Social Secunity 18 a lack ot conhidence n the gov

emment’s abiity to manage such a program Nearly halt the respondents 149%) have
hardly any confidence in the qovernment’s ability to sun asproglam n which all retdoment
income would be distnbuted through the tedetal dgoverminent and tandod by taxes

' ¢
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- ADDITIONAL FINDINGS

-

BUSINESS ATTITUDES TOWARD ERISA '

1. Business leaders have mixed views on ERISA: in genersi, thoymnholow
negatively, yet they hold strongly positive views toward a number of the law's
provisions. Negative business attitudes toward ERISA stem primarjly from the
paperwork, and costs required 1o administer a plan: Many of the major criticisms fn-
quently. heard about ERISA, Such as its effect on investment performance, fiduciary
standards. and pensidn ehgibility requirements, are not shared by the sizeable percent.

ages of the country's business ieadsrs who are involved with company pensions. ERISA's
tiduciary standards. tor instance, receve a 76-21% posiive rating from business lasders.
The law’'s vesting requirements are rated positively by 80-10%. Also viewed favorably are
ERISA's pension eligibility requirements (78-20%), joint and survivor benefit regulations
(87-10%) funding standards (76-16%) and plan termination insurance (58-36%).

Overall. however. busingssmen give the law a.61-38% negative rating. The reason
tor thus rating hes pnmanty with the faw's reporting and-disciosure requirements, and the -
cost paperwork. and gxecutive time which they engender ERISA's reporting and dis-
closure requirements meet a strong 71-28% disapproval among business leaders. By
57-34% leaders say ERISA has a negative impact on the time it takes executives to deal
with pension matters. And the law is thought to have had a neoative mpact on a com-
pany s cost of having a pension plan, by 54-30%.

2. A full 89% of the leaders interviewed feei that ERISA has had liftle or no effect
on the basic investment strategy for their company's pension fund. Another 14% claim
that the funding and hiduciary requitements of ERISA have resulted in different. but not
necessanly more conservative. investment strategies for pension funds. Just 15% chalge
that ERISA's funding and fiduciary tequirements have resuited in more conservative in-
vestment strategies for their company

BUSINESS ATTITUDES TOWARD PENSION FUNDING ’
AND UNFUNDED LIABILITIES

1. Most business leaders feel their company’s pension plan is at least adequately
funded. In terms of the benefits that have been promised. 69% claim their company's
plan 1s well-fundegd. 29% claim ot is adequately funded, and only 2% say ther plan is
under-funded Cenerally, the larget the percentage of vested habilities which are un-
funded the iess positive business leaders are about the adequacy of their plan’s funding.

2. Fifty-six percent of the companies in the sample have some portion of their
vested pension liabilities which is unfunded and 44% do not. Thirty-four percent of
the frms have unfunded vested liabilities amounting to 26% or less of their total vested
habihtiess. 17% have untunded vested liabiliies of betwesn 26% and 50% of total vested
habilies. and 4% have unfunded vested habilies which account for more than half of -
therr total vested habihties

3. Business leaders are considerably concerned about the problem of untunded
pension liabilities, but they are generally not alarmed. Many feel that he problem has
twaen averblown and that tiabikties will b reduced by better nvestment results and
amaehzaton coere 3 number of years St a small but substantial minonty are deeply
concerned ab. -t the problem  Sixteen percent say untunded pension habilties are a major
concern to ther company. 4and a turther 38% say they are a minor concemn

- X —

3



62..

) 4. By 66-19%, business leaders feel pension funds should be invested wheiever

they bring the largest return, regardiess of the social poiicies of the companies or
countries in which they might be invested. Employees covered by private pensions are
nearly evealy split on the issue. with a narrow plurality favoring investing funds wherever
they bring the largest return «f followrg sotially desirable investment policies meant

rewees wauld receive iower pension benefits 1t should be noted that a substential minority
© %o suoraly that fuinds should not be invested in companies or countries with soctatly
undesnabte Lolicies.

PRE-RETIREMENY PLANNING

1. The experience of today's retirees shows that pre-retirement planning. is crit-
ical to a secure retirament: current tetirees who had nadequately planned for their
rehirement are considerably more hkely than others to have an inadequate amount of retire-
ment income  Among those who teel they had done enough plaaning. for instance. 10%
claim therr income s less than adequate. But the same claim is made by 56% of the
retirees whio say they had done far too hittle or no planning at all.

2. Sizeable percentages of today's employees feel they have.done littie planning
and made few preparations for tieir retirement. This is true for older as well as
younger employees. Thisty percent ot current employees have done no planning at att
for their retirement. as have a smaller but substantial 20% of those between the ages -of

-

50 and 64 f orty-eight percer * of employees between 50 and 64 years of age (and 58%

among alt empioyees) have not given any thorght to how much money they will need
when they finaily retire  More than 1 1n § of these older employees intend to retire*without
a pension .

GOVERNMENT EMPLOYEE PENSION PLANS

Steang majonties of curtent and retined employees and of business leaders feel that
public pension plang should be subject to the same requiations for tunding. reporting.
and eligitabty requirements as are private penstons Public plan comphance with‘pva!e
plan requlations s tavated by 68% of cunent and retred employees (14% opposed).
and by an averwheliing 83% of business leadets Mareover, such complhance 1s favored
by a sizeable 5% majonty of employees currently covered by public plans and opposed
by only 18%

DOUBLE DIPPING

There 15 wnly muld pubbc opposiion to the practice of double dipping. By 51-42%,
a narnna majonty of cutrent and rebired amployges behieve thyt peopie who retire ufter
20 yeats, of serice on i qovernment job should be able to collect a government pension
white working at & second job  Businoss lenders take an opposite view. believing by
50-30% that retired government workers should not be able to collect a government
pension while working at aa second job  Lastly. both current employees and retirees as
wedt as husiness feaders teet that penple who retire after 20 years of government service
an:d who then wark e enbre from a gecond (o should be able to collect two pensions -
one tar each job they have had

- Xt
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' QHAPTER f .

~ lNFLAT!#wN AND THE QUALITY?OF RETIRED LIFE

The Quality of Lite

A majority of retirees enjoy at least the same or a higher auality of life during retire-
ment as whian they wdre working. But for millions, retirement brings a detiiae in the quality
of life. ' ’

When asked o /compare the quality of retirement lifs with the quslity of workirg life,
41% of retirees in tihe sample say that retiroment Iife is better and 24% say it is about the
same. buta high 34f% - more than 1 of every 3 interviewed — claim that the quality of retired
life is worse than the quality of working life. ‘This transiates into over 8 million Americans
who are less than gatisfied with the’quality of their retirement life. .

. The way te fael about retired life ‘ls clearly linked to whather ot not they are
receiving pension ‘beneiits, with pensioners hoiding genarully more positive views. Among
those cumently rekeiving pansions, 41% feel that life now is better than when they were
working. 20% feélst is about the same, ang.30%, feel their lives now are worse than when
they were workig “Amony those not roceiving pension bunafits, 37% feet retired life i
worsa than warking life, while 22% think it 1s aboui tife sarpe and 39% think it'is better.

; Tobie -1 ’

1
QUALITY OF REYIRED LIFE COMPARED TO QUALITY OF WORKING LIFE
: {Asked of retired emplayees)

Q. First I'd like to ask you some questions about retirement. Overall, how would you
say the quality of retired ife compares with tife when you were working — Is it much better,
somewhat better. about the same, somewhat worse, or much worse than when you were
working?

Ancelving Not Rossiving
Ponsion Peotien
Towt Senefits Sensine
\umber of respendents} . ig it} L SR . N
* % %
Muc.n better 2 -8 - 18
& metat better Pty g 13 24 ,
About the same 24 29 22
inmewhat worae ] 20 '8
Mut-h Aorse 15 10 19

Not« ute t 1 1

Among those who are satistied with retired life. many cite the freedom of retigement
e, u more relaxed hfestyle. and more recreakon time as reasons that retired life is better
than working hfo  Twenty percent say thay enjoy. retired lile more because they cun dc
as they please and have no schedule 1o meet. 15%. because they can ‘ake it easier and
nave no wotnies. and 10% because they have mcre time for recreation and socializing.
In additron, 7% enjoy haying more time for family and friends.

Why 14 the quality of rgtired life worse than that of working hfe for so many retireas?
Maore than anything elae. retnees aze hampered by financial problems. The tinancial prob-
lems nneren: 1 fixed rotirement ncomes are mentioned by 21% of retirees, iar more

3



than mention any other single problem. ctosdymtatodtomtsmpmbmmw
inflation and the high coat of living, cited by 7%.

Additionally, 9% of retirees say they don't feel active or usetul. 7% feel their time
was better occupied when they were working 7% mention health problems, and 6%
simply preter to work. Three percent are dissatisfied with the quamy of retired sife because
they are lonely.

. Again, whether or not they receive pensien tonefits has .a significant effest on the )
way people perceive the quality of their retired life. While 28% of those wha are not
receMng benetits say they are worse off becausg of financial problems, only 11% of those
receiving pension benefits make the same ciaim. ﬁmmarly inflation, excess time, and
health seem 10 be less problematic for people receiving pension bonems than for those
not feceiving them.

Table i-2 .

WHY RETIRED LIFE IS BETTcR OR WORSE THAN WORKING LIFE
{Asked of those who find retired life better or worse than working life)

Q : Why do you fee! that way? Any other reason?

|

*

3

|

Mumber 2 reapongents)

[

iy &

Worse
Financially worse off. don't have as much money, tixed wicome

Don’t feel active and useful no commuitment to anything.
nothing to iook forward to

inflation niing prices. high cost of iving

Time better occupied when working. excess ime wasted
Heaith reasons dgn't fgel well

Prefer working

I'm alone/tonesome

Fotced to relire. voluntary retirement

. o & o
Senwwwo DR ‘!g}t
b

B vevczo0ooo

a-me'

Can do as f please when | please no scheduie to meet
Qet away from routine
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The primary reason tor tHe nigh tevels of dissatistaction with retirement life can be
seen more cleatly in Table -3 While more than halt of the retirees interviqwed (58%)
trel that their cutrent acome provides at legst an adequate standard of living, a sizeable

420 feel that ther cuirent income permits a less than adequate standard of living.

Again, the adequacy of & person’s standard of tiving dunng retirement is linked to
whether of not he teceives pensiol- .enehts.s Seventy-six percent of those receiving
Lonehts but only 43% of those who do ot receve benefits, feel that’ their present income
1-3aqes at least an adequate standard of Twving. And it comes as no surprise that a large
“hte o thase who do not tecewve pension benefits foel theis star.dard of living 18 less than

4 30 quate compargd with 23% among pensioners who hoid t'e same view.

»»’

. ERIC

Aruitoxt provided by Eic:

Observation:

Thepue hndings should dispel the notion that the years spent in retirement
.o the - golden years™ of one’s hte  While a majority of current relirees
«w that ther standard of hvng 1S adequate, and many are satistied with
ree quality of rofred e, an alarming number of people ‘are dissatisfied
-1 eaehng On what they feal s an inadequate standardof living. *

o Fov tys togeans these hndings are an early warning of potehl:al trouble

A%t e qooernment. for busingss, and for retirees themselves  First,
et vrp ety aqree that the increasing pressutes of intiation and the tising
<1,z are 0ot about 1o subside  Unless some tehet 1s found. retired
Soveer sy WOl be worse off in the futute than they are today  Second,
e 12 amibwer Of tolireed workers 1> kely to increase significantly in the near
ot taetly Bocause of demographie shifts in the popuiation, and partly
Do e 0 0 short- et fend fowara cather retrement (see Chapter 1)
A, o e, g1OW 011 numher and become more politically powertul, and as
0t o Cantingen 10 Bat into thesr spending power. retirees are tikely to
vrer et Cone TRl e DreSsLe N bustness and government 10r in¢ . eases in
@ sptremen] income  Some of the possibie effects of this problem.
Put gt el e they mught be aveuded. are Suqqestea «n many of
et R e b g 2 e Chaplnls
Table |3 - ’
ADEQUACY OF STANDARD OF LIVING AMONG RETIREES
{Asked of retred employeeé)

G L g et s ame prevedes e Weth 3 more than adequate stadard

Bl darte cporar oL gy T than adequate stanaard of lving?

Ponsion ‘m .
. Tots! Benefits Benefits
(Numbet of responuents} (396) () ) v
L ~ “%
L N S o ., 8]
“ B4 t [
. . )
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Aruitoxt provided by Eic:

@6

The Impact of inflation *
“ Early evidence of the impact of inflation on retirement income\bx/pectatiénv can

-already be seen in the survey findings. For instance, adding provisions to pension plans

that-would keep ber,ohts in ine with inflation is easily the working public’s most important
concern when it comes to pension plan design. When presented with a number of features
that might be included in a pension plan. such as benefits permitting a pre-retirement
standard of living. survivors’ benefits. vesting privileges, portability. and pension benefit
guarantees. the bulk of employdes (58%) sefect “that your pension benefits will go up
as.the cost of livingoes up™ as the most important feature to have in their pension pfan.
This 1s followed. not surprisingly. by 46% who feel the most important feature in a plan
1s that 1t provide enough money for them to mamtain the same standard of living as before
thair retirement (see Chapter VHi).

As seen in Table |-4. overwhelming majorities of cufrent and retired employees and
of business leaders feel the standard of iving during retiren.ent should be about the same
as 1t was before retrement. Eighty-one percent of current employees and 84% of retirees
feel that the standard of kving duning retirement shoult be about the same as before retire-
ment. only 8% of each group think the standard of living during retirement should be
ngher than tefore rotirement  And while nearly 2 out of 10 business leaders think retire-
ment income should be less than pre-retirement incoms, a high 82% feet it should be
about the sarne as before retirement.

Observation: !

17 part, current employees' hopes of mamtaning a pre-retirement standard
ot Iving into totement stems from an wbvious and understandable reluc-
iance 10 guve up the comiort and convemence they have giown accus-
tomed to guring then working hves _But thewr concern about their post-
retrerient standard of ving is also fueled by a fear of inflation  As will be
seen @ Later hndings. this fear of milation and (s impact on retirement 1s
ukely 10 result in gemands for incroases m the amounts and types of re-
trrement benelits :

£mployoes may be umoalsit:c n therr hopes of maintaing a pre-eive.
ment sl of hving atlir retuement, since most people’s standar .4 of
Py diops when thoy loave work  But e ol not prevent them trom
SUleqe 1KY Amandds on the proviaera O i tirement income By seeking

T acome which will provide the samoe standarg of ving as bgtore retire-
moty, emproyees may be hopung 0 numinnize the effects ot Inflation on
o post 1ottt pyrehasing power L mployoes” concen about the
120030y ¢ et colaonent ncome ad the denanos, o increased
s g Qo gt Seecipnty Sevoftn e kely 10 e inoctly hnked to
L2 sy TS UL IBON! G ialy T QO veath tigtion



67 ' .

Table -4

ATTITUDES TOWARD POST-RETIREMENT STANDARD OF LIVING
(@kod of current and retired employees and of business leaders)

0.- When a person retires, do you think their standard of living should be higher than
vefore they retired, lower than before, or about the same as it was before retirement?

Totst Totel Toteh
Curmomt Notired Seatenee
Swpleyess  Bmpleyess soadore
eumber of respondonts) e (8) mn
% s [
Higher * 8 8 - .
Lower : ) 9 4 18
About the same 81 84 82
Not sure 1 . 2.
wesahings® T T T

inflation has had a strong impact on people who are working as well as on retirees.
Thirty-one percent of those who are employed claim that inflation seriously reduces their
standard of iiving, and 57% claim it reduces it to some degree. Only 11% say that infla-
tion has almost no effect at all. i

Of course. the effect of inflation on standard of living Is most severe among retirees,”
particularly among retirees who are not réceiving pension benefits. A sizeable 53% of
those who are not receiving pension benefits say that infiation seriously reduces their
standard of hiving. while another 34% say it reduces it to some degree.

Significant percentagas of people in all sectors of society feel the impact of infiation.
However, nowhere is s impact more severe than on lower income groups. More than
1 ot every 2 people (52%) earning under $7.000 a year say that inflation seriously reduces
their standard of living. a sentiment echoed by 38% of those earning between $7.000

and $14.999. 20% of ti0se earning between $15,000 and $24.999, and 20% of those
”

earning $25.000 a year or more.

Table -8 .

EFFECT OF INFLATION ON STANDARD OF LIVING
(Asked of current and retired employees)

Q- Let s talk about infiation for a minute What impact does intiation have on ycur standard
of hving .- would you say it seniously reduces your standard of hving to some degree, of
does thuve almost no effect at all'on your standard of living?

Not

Totet Rocelving
Ponsion Penslon  Under  $7000-  $15000-  $15.000
T BeneRis Benefits  S7.000  $14999 ¢ SRN0  And Over

Employess

(Rumber of reopondente) (132 (9 e %) G (63 w8y @10}

“% % ‘% “% LY “% % %
Senownly reduces k3] a2 28 3 " 38 29 2
Reducoa to some degrae 57 a5 a1 34 K 42 60 &)
Almniegt v oHaee gt att [ X] 14 20 10 10 49 1Q 19
Nit sup t 2 1 ? 2 2 1 1

- 5
[ ] .
.,
[
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Lastly. the effect of inflation on retirees is further demonstrated in Table I-8, which
reports the results of a question in which retirees wore asked what they would do if they
had an additional $100 a month. If they had an additional $100 a month, many retirees
would buy necessities such as food, ciothes, or health services. While it is true that the
largest percentages of the total sample of retirees would save most or & large portion of
the money (32%) or take a vacation (21%), sizeable proportions would stick to. more
basic needs: fixing up their house or apartment (21%), buying food (18%), buying clothes
(12%), paying off old debis (14%), and going to a doctor or dentist {7%).

Perhaps most striking are the responses given by retirees who betieve their standard
of living is less- than adequate: their choices of what 1o do with an additiona $100 a
morith underline the sincerity of their claim. Number one on the list of things to do is tb
buy food. mentioned by 30% of the respondents in this group. A high 25% would pay
off oid debts. 24% would fix up their house or apartment. and 22% would buy clothes.
More than 1 in 10 (14%) would use the money to see a doctor or dentist,

Two important conclusions can be drawn from the survey findings up to
s pont. Fust, after a litetime of work, many retirees find themselve in
severe financial difficulties, because of both their own inadequate t.an-
mung (as will be shown in a later section) and the pressures of infiation on
afixed income Secondly, though not a panacea, having a pension makes
a significant ditference in the quality of one's retired life. Retirees who are
, currently receiving pension benefits are likely to be more satistied with
tetnedt hie than non-recipients, have a more adequate standard of tiving,
and be less vuinerable to the impact of inflation. The experience of retirees
with the needs of retirement hving holds many mmportant lessons for
people wha are cutrently working: these will be outimned in a later section.

732
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. Table +-8

WHERE RETIREES WOULD SPEND EXTRA INCOME
{Asked of retired empioyees)

Q.. Suppose your average monthly income were increased by $100. Which of the things
on this list would you be most hikely to do it you had an additiongl $100 a month?

Stondod Ot hiving

(Mussbor of rospendonts) g . 1!9_..“ _eg_ _1'.’.'1...“
Save most or a large portion of the money 32 d 62 38 19
Take atnp or a vacation 21 18 30 15
Fix up your house or apartment 21 12 2 4
Buy food 18 2 12 30
invest the money 14 s 19 "
Pay ol ol debts 14 . — 7 25
Buy clothes 12 4 7 2
Go 1o a doctor or denhst . 7 — 2 14
Buy a.major apphance item, such as a refrigerator

of air condtoner 4 2 6 3
Buy furniture 4 L2 -] 3,
Buy acar . 3 4 3 5
Move 10 a diifterent or batter place to ive 3 — 2 5
Buy a major stem for recreation or entertainment, *

SuCh as a color television of a sterso 2 - 4 2
Other 6 — 8 L
Not sure 3 2 4 3
Fighting infistion

The government and government spending. according to current and retired em-
ployees and business leaders, are among the major causes of inflation today Sixty-three
percent of current and retired-employees say federal spending is a major cause of inflation
today. 48% blame spending by Congress. and 37% look to state and local spending.
Alsc high on the hst of causes of inflation are food prices (50%). major dil compantes
{49%). increased heaith and medical costs (46%), welfare and reliet payments (46%),
union wage demands (44%). Arab oil-producing countries 139%), and price increases by
middiemen (34%) Add:tionatly, high numbers of people cite interest rates (31%). a lack
ot ieadership (31%), worldwide inflation (28%), business raising prices (26%), business
profits {21%). defense spending (21%), and shoitages of resources and products such
as gasohine and oif (19%) as major causes of nflation.

Busmess leadars are even more sharply focused on government and government
policies as major causes of inflation today, with 98% — atmost every business leader
interviewed - citing federal spending as a major cause of inflation, Spending by Congress,
state and local spending, welfare and rehief payments. President Carter's economuc poli-
cies — all these are mentoned by majorties of the leaders mterviewed as major factors
underlying the high rate > mitaion. Also high on the businessmen’s hst are union wage
Aanvands (679%). Arab oil-producing countnies {54%). a lack of leadership in the country
14971 increased health and medical costs (49%), and woridwide intlation (41%).

~1
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'I‘Q.l._ll-?
¢t MAJOR CAUSES OF INFLATION
(Aokodofcunmnndnﬂndomplmmddbmm)

Q. wmchnmsonwsbstwouldyousayamnworcamot inflation today?

Tolt Cureont Yoot
© And Retiied Susintes *
” Leadere
Htumber of soupdndonie) 2
. . Y % i

Federal spending 6 .. 98
Food prices 50 26
Major oil companies 49 13 -
Spending by Congress 48 ]
increased heaith and medicai copts 46 49
Wetlare and reliel payments 46 88
Union wage demands 44 o7
Arab oil-producing countries » 54
State and ocal spending k14 n "
Middieman pnce increases k7 23
High interest rates oh borrowing money 3t 14
Lack of leadership in the country ar . 49
Worldwide inflation a8 41
Busir.ess raising prices 28 17
Business profits 21 4
Defense spending 21 25
Shona?es of resources and praducts, such as gasohne .
President Carter's economic policies 18 50
Spending by the public : 12 10
Federal Reserve Board ) 10 10
Farm pnces . 10 t
Other 2 [
None -— -—

. Not sure ’ 1 —

* Since many believe that the government is primarily responsible for inflation, sizeable
percentages of current and retired employees and of business leaders feel that govern-
ment should take a primary responsibility in solving the problem. When asked what steps
they would be willing 1o accept to help control inflation, 64% of the current and retired
employees interviewed say they would be very willing to accept iess government spend-

.1ng and a reduction in govaernment services. he various polficies listed. this was by far

the most acceptable. Similarly, 48% would b¥.very willing to accept lower faxes and a
reduction in government services. At the same time, sizeable percentages of current and
retired emp.oyees feel that other sectors of society should share some ot the burden for
beating inflaion Halt would be wilhing to accept tough government measufes to keep
business from raising prices. and 36% would be very willing to accept wage and price
controls. Cutrent and retued employees are strongly opposed to higher taxes {(76%
not witling to accept) and a igher rate of unemployment (60%).

Business leaders shate employces’ views on the government's responsibility in
hghtmg nflation.  Almost gvery businessman interviewed (97%) would be very wmmg



than 3 out of 4 {76%) are very willing 10 accept lower taxes and a reduction in government
services. Expectedly, majonties,of businessmen are opposed to wage and price controis
(75% not willing to accept). tough government measures to keep business from raising
prices (59%) and higher taxes (39%) A higher rate of unemployment is more acceplable
1o businessmen than 10 current and retired employees, with 21% of the businessmen
interviewed very willing, and 60% somewhat willing. to accept such a policy. Similarly.
lower pay increases are mofe acceptable to busmessmen with.45% very willing and 47%
somewhat willing to accept this condition. .

TARLE -8

WILLINGNZSS TO ACCEPT VARIOUS CONDITIONS
TO HELP CONTROL INFLATION . .,
{Asked of current and retired employees) - .

Q.: 4n order to help control inflation would you be very willing. somewhat withng. or not at
ali willing to accept (ITEM}?

Vory Somowhat Mot MAS

Less government spending and 8 reducton in ’

government services % 64 25 5 6
Tough government measure {0 keep busness

o;:gm RISIng prcos % “0 26 16 7

L.ower taxes and a reduction in government

services % 48 3 9 10
Wagqe and price controts % 36 30 24 10
Lowet pav Increases % P4 41 31 8
A higher rate of unemployment % ? ”M 60 13
Higher taxes % 4 16 % 5

: TABLE I-9
EMPLOYERS' WILLINGNESS TO ACCEPT VARIOUS CONDITIONS
TO HELP CONTROL INFLATION
(Asked of business leaders)
Q. In order 1o help controt inflation would you. as an employer be very wiuling. somewhat
willing. or not at all willing to accept ({TEM)? .
' Vory Somewhet Mot At A

(Number of responsents: 213) Wilting Wilting Wilting Not Sure
1 eus quvernment spending and i reduction in

governmen® services % a7 2 ¢
Lower taxes and a 1eeiuchon 1n governmant

serviens % R Pat ; ?
[ ovwet D18y (1 1003208 oy FT 47 " bl
A maghet tate of greemglaoyment % R e 4 [
!nuq'.v OVETIMBNE T 154ty 160 K@ Pugsy Posesy .

from terag reces % + i ha !
Watade greed $0.Ce0 o WL ot oy to "W » ?

Tpatne wm gt
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Employes and Business Leader Wiliingness to Support Current Retiress

Although current employees and business leaders are opposed to higher taxes, they
believe that money shouid be found ~ through taxes if necessary — 10 heip current retirees
keep up with infiation. in light of the impact of inflation ¢h retirement incomes, and in spite
of the fact that it would cost them more money, 58% of those curnrently employed full-time
feel that more money should be collected from workingpeople to heip retirees keep up
with inflation. Only 11% think that retirees should do the best they can on the pensions

.and Soclal Security benefits they get now. This view is echoed, though somewhat less
strongly. by business. leaders. .Forty-seven percent bt the business leaders interviewed
feel that collecting more money from working people to heip retirees is the right thing
to do. while 22% feel that retirees should do the best they can with what they have now. ;

Table +10

WHETHER WORKING PEOPLE SHOULD CONTRIBUTE MORE
TO HELP RETIREES KEEP UP WITH INFLATION
(Asked of current and retired employees and of business leadors)

Q.: Retired people who are on fixed incomes are hard hit by inflationrthese days. One of
the ways of deating with this problem has been-to add cost-of-living provisions to Social
Secunty and pension plans, so that the income of retirees can keep up with inflation. The
problem with this 13 that tne increased cost of pension and Social Security benoﬁg will
have to be made up by higher pension contributions and Social Security taxes from people
who are working today. Which do you think is the right thing to do — to collect more
money from people who are working so the incomes of retirees can keep up with inflation,
o4 to let retirees do the best they can and 10 keep the pension and Social Security benafits
of retirees the same as they are now?

Curront And Retired Empioyese ' Yoin) Sueinese
Total Current Notired Lesders

(Number of reependants) R L] A R .

Y L Y . % %
Callect mote money from wotking people 54 % 49 47
Let retress do the hest they can 11 11t } 10 22 .
Both (vt } . 8 e 9 10
Nether (vol } . 18 5 18 18
Not sure 12 11 14 2

10 v
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CHAPTER II:
ALTERNATIVES TO REFIREMENT

The costs to companies of having pension plans have soared in the past decade.
Many factors have contributed 10 riging pension ¢osts, chief among them being inflation,
increasdti benefits, poor investment results and a trend toward early retirement. And, as
seen in the pravious chapter, the pressure on pension costs is likely to increase ag greater
g;o;‘pottions of workers reach retirement age. and inflation generates demands for higher

ofits,

But the survey results reveal another trend that, in the long run, may significantly
lessen the pressure on pension costs. Stemming from a number of economic and demo-
graphic trends as well as the recent change in the mandatory retirement law. the current
tendency toward early retirement may be reversed in the not-too-distant future. As the
resuits in this section demonstrate, there are already signs of change.

wﬁurmmmm

In January 1979,- the age at which a worker may be forced to retire changed
from 65 to 70. . This change is welcomed by both current and retired employees and the
business community, but’evidence suggests that the change may not have gone far
enough. A large majority of current and former employees, and a smalier but stilt substan-
_ tial majority of business leaders. fare firmly opposed to any mandatory retirement age

whatsoever. By 88-10%. current bmployees bélieve that “nobody should be forced to
retire because of age, if he wants to continue working and can still do a good job.” The
same view is held by 2 of every 3 (67%) businass executives interviewed.
us the consensus among the working and retired public and business leaders is
~that &8 long as a person is productive he or she should be able to continue to work. But
the two groups dinagree on the productivity of older workers. By 64-33%, a majority of
business executives disagree that “most older people can continue to perform as well
4n the job as they did when they were younger ~* Current employees hold the opposite
view, with 57% agreeing and 37% disagreeing with the statement, as do retirees by
61-36%. !

Neither currgnt and retired employees nor business leaders are completely sold on
the argument that deferred retirement wil: reduce employment and advancement oppor-
tumties for youtll. The statement. ““older people should be forced to retire at some age
30 as to open ¥p jobs and promotions for young people.” 1s opposed by majoniies of
current and reffred employees. and by a narrow majorsty of business leaders.

11
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. Table -1

ATTITUDES 17™“WARD QARIOUS STATEMENTS 6N WORK AND RETIREMENT
(Asked of current and retired employees and of business leaders)

Q I'd bke to :ead'yd{: some statements péople have made about work and retirement.
For each, please tell me whether you agree strongly, agree somewhat, disagree somewhat,

or tisagree strongly.
Curtont Bmploysss Rotheod Enploydes Dusiness Losders
(e hor of rospendents) R ... I S i [ . ]
Agree  Diengres NetSwe Agros  Disageos NotSwes Agree  Dissgese Nt Swe

Nobody should be torced to

retire because of age, i

he wants to continue

working and is still able

0 do a8 good job % 88 W 2 87 10 2 67 32 ¢
Most employers disctiminate

against oider people and

make 1t dm-cun {or them

to ind work % 80 15 5 75 20 5 41 57 2
Older people shauld be

forced tn relire at some

Age 24 a3 10 open up jobs

- and promotions for . .

younges people. % 34 62 4 37 55 8 48 53 1
Mnst older people can con
. tinge to perform as well

onthe job A% ey

whenthey wereyounger % 67 37 6 A1 36 3 33 64 2

‘Lesstran 0 8¢,

( Personat Outiooks on Retirement

Though many beheve older people should not be forced to retire, a majority of
employees (61%) think that most people ook forward to retirement. Only 20% believe
most peaple do not look forward to retinng *

interestingly. however. this notion finds less suppon among younger workets. By a
smaller marg:n of 52-39%, workers batween 18 and 24 years of age believe most people
look forwasd to retinng But this attitude 15 held more strongly by workers between the
ages of 50 and 64, by a sizeable 70-20%

L
Table H-2 ' “
WHETHEF:(MOST PEOPLE LOOK FORWARD TO RETIRING
(Asked of current employees)

Q Some people say that they ook forward 1o not working. others say that they don't itke
the 1dea of not working at all  In general. how do you think most people feel about the
wdoa of rehinng  do you think they look forward to it or not?

18 8- % 8-
Tot 24 t ] » "

{Number of respondents) (131) (149) (378} (43 QN
“ » “ % “
§ vk S veacird 16 et ang " He HY 6! 70
Do ¢ gniom festidted B et Rl 39 kX el 20
Sint e 't 9 12 12 Q

[ X L cea, 1. RN C e T eme e % g 10 te e PR

T P R R L LI T T RETL N T N
B

-
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 When asked whether they personally look forward to retiring, & 54% majority of
employees reply affirmatively. Howe? , it should be hoted that 2 out of every 5 workers
sdy they do not ook forward to retirément. ,A major factor in*people’s -atiitudes toward
retirement is their Jype of employment. Hourly wage workers and salaried workers are
* more likely to look forward to retiring than those who are self-employed. 8till, even among
hourly wage workers and salaried workers, nearly 2 out of 5 do not look fonqard to
retiroment. .

Again. there is a large difference in attitudes toward retirement among different age
groupin:  with younger workers being considerably less enthusiastic about. retirement
than olcur workers. While nearly 2 out of 3 workers between the ages of 50 and 64 jook
forwatd 1o retirement, a plurality (47-42%) of workers between the ages of 18 and 24 say
they do not look forward taiit. ) .

Positive outlooks toward retirement are strongest among older workers covered by
pension plans. particularly those covered by pubhic pians Sixty-three percent of private
plan participants between 50 and 64 years of age look forward to ‘retiring, as do 71% ‘of
those older workers covered by public plahs. Among those between 50 and 64 years who
are not covered by a pension, a smaller 58% look forward to retirement.

Interestingly. more people seem to be looking forward to refirement now than three
years ago When the same survey question was asked by Louis Harris and W“
for the National Council on Aging in 1974, 43% of the employres interviewed they
looked forward to ratinng and 51% claimed they did not. )

Observation:

The increase i posilive atlitudes toward retirement since 1974 is con-
sistent with the wall-documented trend toward early retirement. Given
the opportunity lo relire early with a substantial pension, ma:ty people
took forward to retiring and are laking advantage of early retirement
cClauses i pension plans. However, attitudes among difterent age group-
ings — along with the tinG:ngs discussed in the next section —~ suggest
that thus may not be the long-term trend.

.

-

Table 11-38 »
WHETHER PERSONALLY LOOK FORWARD TO RETIRING ¢
{Ashed of current employees)
O Doyou personally look forward to retiring. or not?
. USRNSSR,
Nowrty A 1"
Wepe Solf: 1. - - 0 Tetal
Tolsl  Worker Selaried Empidhed 24 “ s 64 Smpleyses
(Number of reapondents} (1308)  (S34)  (SB4)  (183)  (W®)  (30)  (488)  (398)  (133D)
~ ~ ~ ~ -~ - - -~ %
Lok fOrA.16:4 2 110020 e (XN ar 44 42 56 51 63 43
D3erer e sk € aeynend B> € B8 1) K ¥4 47 40 42 33 51
Not nare t 7 £ 4 11 4 7 4 [:)
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Table -3 ‘o
WHETHER OLDER EMPLOYEES PERSONALLY LOOK FORWARD TO RETIRING
{Asked of current empioyees) P
Q.: Do you personatly look torward to retiring, or not?
Sapioyess Betwooe 30 ond 84 ' 3
T
P Publie ot
_ ) vien Pan Covered
{Number of reepondents) 9% s ] am
* - % [
. Look forward to retiting 63 64 " 58
2 Don’t look forward to it 3 31 24 ) 40
Notsue 4 5 4 3
Freferred Retiroment Allernafives

While a majoritv of emplavees look forwasd to retitement, significant percentages

would prefer to work — either full-tine or part-time, at the same job or at a less demanding
- job ~ as an altergative to ratirement.

Currently emplayed respondents were presented with a list of retirement alternatives
and asked which one they would prefer to do. Mora than 1 1n 4 (26%) would prefer to
tetire when they reach the normal retirement age for their employment. Another 22%
would like 0 retire before they reach the normal retirement age for their employment.
However. a total of 51% say they would prefer to continue with some type of employment:
* 8% would prefer to retire at a normal or early retirement age and take a job with

another employer.
* 14% wouid prefer 10 continus working ful! time at the same job at the same pay for as
long as they can. .
¢ 5% would prefer to work fuil-time as long as they can at a less demanding job with
less pay. .
* 24% would prefer to work part-time as long as they can.
. Again. the type of employment - yhether one is an hourly wage worker, a salaried

worker or seif-amployed — 18 a major faclor in attitudes toward retirement. The self-
employed are more likely than either hourly wage workers or salaried workers to want to
continue working as long as possible In total, 71% of the self-employed would prefer to
hold some type of j0b instead of retring. compared with 53% of salaried workers and
42% of hourly wage workers who express the same view.

14 .
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 Tablela
PREFERRED RETIREMENT AND/OR WCRK ARRANGEMENT -
* (Asked of current employees) «

Q. Horonsallstotthingstmpeopledoaboumorkmnthoygaonmm Assuming
you would have an adequate amount of tgtirement income, which one ot the things on

., tmslmwouldyoupnmtodo? . .
- oF vto
™ ol Belesied  Bmployed
(Rhumibes of roependentn) . T g ey (e
[ “ - % [
Retire when | reach the normal tetirement age for my
employment 26 * 32 23 12
Renre betore | reach the normat ratirement agefo: my :
employment 2 24 2 13
Retire at a norme of early tetirement age for - } A
employmomaMtaha,obthnotherWoya 8 6 12 3
instead of retinng. continue 1o work full-time as long as ' N
| can a1 the same job and the same pay 14 14 13 16
Instead of rehang. continue 10 work full-time as long as
| can at a fess demanaing job with less pay 5 [ 4 6
Instead of retining. corinue 1o work part-ie as as
tcan " fong 24 17 24 46
Other 1 1 1 2
Not sure 1 t 1 1

Table 11-5 shows the tge at which current workers would prefer to either retire or take
some type of less demanding work. Among those who would prefer to retire at normal
retirement age for their employment. the medhan age at which they would prefer to retire
18 60 2 yoars. This i1s roughly the same ac the actual median age of retwement among
current retirees, which stands at 60.6 years of age.

Half of those who would prefer to retire before the normal retirement age for their
employment would like to retire under the age of 55 Another 29% would hke to retire
between the ages of 55 and'59. and 20% would hike to retive when they are 60 or older.
The median age of preferred ret:-ement among this group 12 54 years. Among those who
would prefer to either work part-time or take a less demanding job instead of retiring,
21% would ke to change jobs before.they tutn 55, and another 15% would like to change

. jobs before threy turn 60. .

Observation:

The tindings n Chapler | suggest that the pressures off government and
busmess lor increased retuvement icome benehts -~ stemming trom an »
inctedse in the number of relirges and from inalion - are hikely o mount
considerabiy :n the upcoming years Bul thé tinoings here suggest the
cloutd may have «°'siver hming  In the long run. moie and more people
are kely 10 deler ref.ement and watk until g later age  This may groatly
lesson the Lutrden of refirement ncomes Costs on quvernment and bus: -
e L whisle the frernd s strongly suqgostes by the hindings, however o
Lhouid NOL DE viowedd as o4 suie-hee soteguardd that will balance the pres
Luteey O crede ey retirement Henehls  Those pressutes are hxeiy 0 be
stramg . ard asness gt gqoyeenment would he west odvesed 10 s2ek
dCly 6 SOulons 1 the peabibesm

15

Ww3i«0U3 4 « 79 - 6
Q
ERIC

Aruitoxt provided by Eic:

.
.



3‘.‘.'_ /.o ‘ . N '0.- . . . ‘- ) -:.‘/‘.- ‘ : . :....“ "“'f‘n‘f?‘?'.\ kw
.- N, ! ! . . * 0&

. » 'Y .
R - . . [ L Y o
L4 —-—. - i ‘ o;
P 'l'lblo L2 ’ i
) PREFERRED AGE OF RETIREMENT, EARLY RETIREMENT, OR JOB CHANGE** :
* (Asked of those who prelfer- to retire or change jobs) ' .
Q.: And at what age would you prefer to (remelreme before normai reticament/iake &
less detnanding job)? .
L
. . Conts Yo ..
Work Porhtime
Mo At MesreBelors  Or AtALese .
. NomsiAge  NormaiAge  Demending Job .
. (Mumber of respondonts) . L aw) we
. * [™ - .
: Undet 55 1% 50 21
t . hi50 . 17 28 15 .
60 , 14 8 - N
. Bt 6 19 8 7
PRI N 2 1 2 .
bh ar. 3 ‘8
R 6t 2 - 8 .
" -- — 2 .
Ot Th o, * - - 2 ., A )
¢ HAVEr Tt e yor . 1 1 . 8
W dosgnetiede. . H H 6. *
Nut su'e 1 * . 2
A TR [} U .‘;40‘ . G612 . . .
’ e . ““.- . L R "‘. N R XU DRI S S NI R ]
. cg et e tel oy, O R e -, & ettt b .
P A R D T R A B S R SRR S R R RO |
LI et g g PR e, . L A R ERELN T TR I W)
intended Retirement Allernatives
« Table 11-6 shows the retiroment alternatves cuntent employees think they are actually *

moy kely 1o choone. and provides a compa.on with the retrereent preferences shown
in Table -3 Qverall. there s bttle diference between what employees say they intend
to do about retirement and what they would preter to do

Neatly 1 out of 3 wotkers {3201 plan 1o tetire when thay reach the normat ret:rement
Aqe for thewr coby - Thia g Jightly mare than the percesage who would prefer to rotire at the
noray sotrement e Interestnegiv enly 15%. plan to retee betore the nonmal retirtement
e, 7 points, les than the peraantage whd would preter to do so

There & virtually no change between the percentaqae of neople who would prefer to

. . continue werking insteardt of otrng (51201 and the percentage who actually plan to

contine workme st of rebnng {49% o)

A witts pretenod rebeoment itetnabves actud! retitemont plans vaty sigmdecantly
\?-'h thee typee of current employinent  Althageh the aty are gnt shoywn hete, the aelf. |
empla e we fagr moe Inndy o plan 1 ( SnlLkgee wotk g nate ¥l of rotirneg tsan are

Weltgte aesshents ot Lgliynged wethr s A feagd S30 of those whie e carcently self hmployed '
. °
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phan 10 continur to wmk part-time or tuil-ime. compared with 44% ot hourly wage workers
and 48%, of sai.* )d workers.

Lastly, pension ccwerage 1$ an impoitant factor in retirement plans. People covered
by, puthic pension plans for instance. are less hkely than those covered by private pensions
1o plan to continye working full-time as iong as possible. However they are more likely to
plan 1 tetre at a normal ar garly refirement age and take a job with another employer.
Theg g not wurprs.ng «f one considers the early retrement age permitted by many public
olans  Penple who are not covered by any type of pension plan are mdre likely than
thets 1o deter retrement with £69 mdnmng fo continue working i1 ong capacity or
annther i tondg ay posuble Among those covered by prvate pensions, 34%% plan to
tehtr phen thay teach roteul tetrement aqe and 46% plan fo continue workmg mstead
nf toe® - txr}

e ane at which employees say they are most likely to feme 15 shightly higher thn
e griee gt wheah they aould prefer 1 retirte Those who plan o retire at normal rctitement
i Dm0y e ah gt amed et age o062 b years and 40% of this group plan loretire at 65

Eep e st e b rette botore the nommal fotirement age plan 1o do O at a median
g it yous he

. . L4

* Observation: .
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mrcy B P et b tod oty Thee ol 6 10T Suguest that the Cnarge will
L LD Geptnent - Gnaie ) “bei of peeple 100k 10rward to 1etitg.
st g ey i oy enfprey 3% O g9 o DEIO1e theey 1610 thee novmai .
Srre bt e Bhlef ey qapecy | ORI Ly Y the NOE ) sy b alise
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: Table #-8 R
MOST LIKELY RETIREMENT ARRANGEMENT .
. . {Asked of current employees) e
Q. Now winch one of the things on thus list are you actually most likely 10 do”?
Ry ‘ ' . Covered  Oownd | .
o W Oovpred
“ Private Publle . By.°
Ponsion Ponsion Pontion ’
. . Tolsk Sian Pan e
(Nuinber of respradents) (1318) oo o ()
. . LY LY - () -
= . Retrkwhentreachthe normal mtuamm .
aye ‘o my empioyment 32 34 3 2
Instead of 1ennly. continue to work uartmma » s
s, asiongasican * 2 21 20 27
) Retire before | reach the normal retrement agé for .
my employment . 15 18 18 1t ¢
Instead of rumnq continue s work full-time as long as
» 1can at the <1me job and the Same pay 14 14 1 18 J
JRenre at 3 ngrmal or egely retiroment age for my N .
. employment and take a job with anather employer 8 8 5 4 .
: ingtead f rehnng. continue o work fyll-ime astong as . )
L Tean at 2less'demanding 1ob with [ess pay 4 3 4 7
\' Other 1 ) 2 *
\ Notsure | 4 . 2 2. 1 3 . T
s . .
- Tabile 11-7 .
. INTENDED AGE OF RETIREMENT OR JOB CHANGE
’ (Asked of those who intend to retire or change jobs)
v . .
Q. And at what age are you most hikely to (retire/take a less demanding job)?
. Continue Yo
Rotiee Work Partvtime
Rejire At Beters ouuuu
Nermal Age Normal Age  Demonding Job ’
. tNumber of respondents) (atn 1908) ..
. LY « %
Under 58 -5 - 17 )
559 . 10 3 12 *
. n 9 5 13 *
6182 " ] 8 !
63 fl 3 1 2 o
. L. 40 8 2
M 66 70 4 8 .
IR N : 2 .
Over 76 ’ . 3
\ Haven 1 doc e . ' ? 5 .
i qer.enifs a .‘, . 4
* K.oteiprp . A * 1 2
R g e v 50° \
‘,-I‘o, LU T
i8
* ¢
.
4
’ 8 3
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At the time this survey was taken, 81% of mminnmmdmnotompw-
Eight percent were employed part-time, and 5% were employed full-time .
T 1.8
CURARENT EMPLOYMENT STATUS AMONG RETIRRES
{Asked of retired employess)
Q.: What is your current emptoyment status — are you employed fuil-time, employbd part-
ti.a, not presenily employed. or what? N -
: Totd
Metired
. (Mumber of rosponcentn) - 'g“
. Emploged fulk-tme 5 °
‘ - Employed part-tme 8
Not presently employed |
None of the sbove o/ )
Student . .
Mitary servces -
Housewsde s
Other . .
- . r
Lo than 0 5% 7
Nearly half (46%) of today's retirees would prefer t0 be working, while an even half
{50%) would not.

Not surprisingly, retirees who do ot receive pension benefits — those who are mosl
severely affected by financial pressure — are more likely to want to work during retirement
than are those who are receiving pension benefits. More interesting, perhaps, is the finding
that preferences to work during retirament are equally widespread among lower, middle
and upper income groups. Forty-mine percent of retirees earning less than $7.000 per

¢+ yearwould prefer 10 be working, as would 45% earning between $7,000 and $14,999. and
48% earning $15.000 per year and over.
. Also. though the sample 15 too small for relable analysis. it seems that the findn{wg
suggest that many retirees who are working prater to be working Forty-two percent of
those who are not working would like 10 be doing so. 4

w:

* . These lindings suggest two important molivations for working dunng retire-

* mert. The first 15 the psychological benefits devived from working Most

. ( employed relirees 10 be working because they v:ant {o, not because

they have 1o And preferences fot work are ugh among all income groups,

not just those where the need for ad fal income 1s the g-eatest. QOne

of the maj0t probilems taced by relrees — particularly those who are hinan-

Crally secure -8 the leeling of uselessness and idieness that comes

( wher they are no fonger working  For many, working duting refrement s
ammportant way 10 maintan one’s selt-gsteem and seft-worth

. -

But crearly vconomic need is also an ncentive 10 keep working  Many of

thixae i ower -ngome Hrackets would girofer 1o work mone tor reasune of
-

-
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+ aconomics than for gsychological fuliment. This is particularly 11
among retirees who do not raceive pension benefits. And there is reason <
gmmmm»mmmm ~ whothdrmotivetelt

wmmwwmmmmwmmwnm:mamm
~surface. As the rules goveming retirerment employment and Socral Secu-

L. " ity are iberalized, end as the' financial Sressures on reteds coninue "
" mount, more and Mmoo retirees are likely I s ek ompioyment. . :
[ . -
Table -6
PREFERENOE FOR EMPLOYMENT AMONG RETIRED E’éOYEES ‘
(Asked of retired employees)
Q.: (Doyou) (Woyld you) preferto work now, or not? = - .
- -
. Smploymant Slotve eeme
R R el 0SSN
(humdoroloompondonis) (305) (07 _08) (0 (g | (190) ()
% < % % » . (Y % % v %
* Do/would pretes * . ‘ "
towork 4 0 52 & ) a9 s “ .
Do/would not prefer ’
10 work 80 58 2 15 54 0 83 ©
. Notsure 4 3 6 .. -~ - & 2 . 3 1

*Samphe (00 SN 1 tea. ¥ Eralyse '

Not only would significant nutnbers of retired peqple preter 10 work, but more than -
halt would have preferred to continue woliung instead of retrring. Asked 10 assume that
they had an adequate retirement income. 31% of current retirees would have preferred to
retire when they reachéd thg nor:.1al retirement age. Intérestingly, f one consulots the
current trend toward early Yetrement, only 12% would have preferrec tc retire belore
they reacned the nc 'mal retirement age. The remaimning 53% would have prafemd to
continge i some kind ol employment: K

* 4% would have prelerred tovetire at a f.rrmat or early retitement @_e and 10 have taken

4 ;ob with anothss employer. ’
. s 22% wol'd have preferred to continue 10 WOI’k full-time at the same job f the same
. pay as long as possible. instead ol rehning. . s

s 4% would have preferred to continue t¢ work full-time at a less demanding job at less
pay for as long as possibie, instead of relifing.

o 23% would have pretorred o contmue to work part-tune for as long as poss:ble ¢

. . Fina'ly. n 15 mterastng 10 note that more than + out of § olgoday's retirees retired
under the age of 55, and 34%, retired at 60 of younger The mean age ot ;etwemeng among
today’s retirees 15 61 5 years ~.
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' ‘s Table®10 . C .
PREFERRED RETIREMENT ALTERNATIVES .
. (Asked of retired smployees) )
Q.: Here 13 a list of things that people do about work when they get 6n in yocurs. in retro- .
spect, assuming yous would have had an_adequste-amount of ratirément ircome, which
one of the things on this list would you have preferiad to do when you retired? -
Possion Ponoke.n
® Toli . Sl Seneis
(Wanber of reapendents) [ 31] T . I
. : % € £
Retired when you reached the newmas age foc . .
YOur emuinoyment 3t - %o
Ratre.t hofore you toached the nom'mnmom age '
127 g0t empiuyInant X 12 15 - ‘ 10 .
Retreu at nommal or early reteement a3e 101 yout ’
employment and taken 3 jub wan another employer 4 . 8 2 .
Instead cretinng comtnuedfowork full-ime asiong )
| Anyoutpuld ot the came b and the same bay 22 15 2
tngtoa (fretong, ¢ anhinued to wosk fult bme aslong .
A9 4.0 Gl it o huss domanding ok with less pay 4 7 3 . .
trstead of +atr.ng cOntitued 10 woek part-time ¢ , *
A% teng 5% you could 23 17 14 .
Uther 2 1 2 *
Not sure 2 1 2 $
.
Tobdle li-11
. AGE OF RETIREMENY .
. (Asked of retired smployees)
Q And at what 23e did you actually retire?
-
(Number of Tots
100D0NGINS) %3
undot 55 21
u5-48 8
60 k) g
1 KT ]
DL 9
. b 2
bR ) 11
s, -
Cot 74 2
e oot )
Noteare ’ .
AR ¥ ey
MRV »
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-CHAPTER NIl - ’
PLANNING FOR RETIREMENT
The Imporianc ot Retirement Planning

. ¢ . -

m—mmmwmislmmmwomtmtmmmﬂmn
comforiable retirement life free froin financial worries. As will be shown, many current
retirees who are less than salistied with the quality of their retireG iife, or who have
inadequate retirement incomes, attribute their situation 1c inadoqua: pre-retirament
planning. - o

Only 38%-of current retirees feel they had done enough planning for their retirément.
The remaining 70% feel that their pre-retirement planning was in some way inadequate:
6% feel they had done some but not enough planning for a- comfortable retirement;
10% had done far too litthe planning: and a sizeable 3¢4% had done no planning at ail.

One of the key factors in adequate retirement planning, according 10 the experiencq
of current retirees. 18 having some type of pension pian to provide ir.come during old age.
More than 4 out of 10 (42%) of those receiving pension benetits fe ey had done enough
planning before retirement, but just 2 in 10 (20%) of th,388 not receiving pension benefits
make the same claim. S '

. Table -1

AMOUNT OF PLANNING {. 'NE FOR RETIREMENT
(Asked of retire.. mployees) -

Q- How much planning did you do for retirement — enough planning 10 have a com- °
fortable retirement, some planning but not enough.“far t00 httle planning., or no planning
at ali? : ) :

v

L3 m u
focelving  Neceiving ¢
Ponslon Ponsion .
Yot} Denelile Bonelite

(Mumber of respondents) s oW e
e ' % * %

Enqugh . . %7 42 23 .
4 Somebuenet engugh 6 B a7
Fartoo hitle t0 o 10
¢ Ne¢ ptann.ng at all 34 22 42
Not sure * o 1 —

. ."io'ss!'iahé:y"""""m -
Astirement Planning and Current Employees

Unfortunately for many retueb'g. the mportance, of pre-retirement planmng was not
fully discovered until after retirement The survey results show that the game dilemma wilt
be faced by man} of today s wor-2's when they retire Only 1.0 3 (33%) of tocay's
workets feel they have done enough planning for retrement considermg their present
age. and a full two-ghirds admit that they have dane tess than enough planning.

Somewhat rromicatly. those who have done the least pre.retirement planning are the
peopie hiely 10 noed 1t the most Houily wage workers — those who are looking torward
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. seif-employed workers, a majority of

" - Pplanning for retirement considering their present age.

.

"t an early retirement more than any other group — have done the least planning for retire-

m.mw.mwmowlmommmnmmmwmm
planning for retirement considering their present age, mdaoimv%mz:.y
feol

Forty-two percent (42%) of these workers feel they have.done enoug planning
sidering their present cge, 42% feel they have done some but.not enough, snd
17%nymoylmodomnophnnipg at o

Fredictably, younger workers’ have done less planning for than
workers. But the surprising finding here is that many older workers have’ done less
ning than they feel necessary for 8 comfortable retirement. Among workers between
ages of 50 and 64, 20% have done no planning at'all, and 42% have done some but
enough- considering their present age. Just 38% have done what they feel is

i

Y

* Table -2

. AMOUNT OF PLANNING FOR NETIREMENT .
{Asked of current employess) .

’

" Q: First 'd like to ask you some questions about retirement. How much planning ‘would
. You say you've done for your retirement - enough planning considering your present age,

some but not epough planning considering your present age, or no planning at ali?

K ) Smployment — -
e B e o, FEOEE
(Nombor of rooponden) (1550) G4 e e (s T (N 8
% % % L) % % L3 *
& present age 33 24 39 42 2t 3 34 38
Some but not enough -~
considering present age 37 35 38 42 4 38 40 r4
No planming at ali 3¢ 41 23 17 - 54 34 26 20
Not sure " 1 . — 1 1 * .
e an o5% T T

The importance of pre-retirement planning in providing an adeguale income for
later years is demonstrated gleafly by the findings in Table 111-3:

In total, 41% of the retirees intervewed feel they have a standard of Wiving that is
less than adequate. However. among tHnee who feel they had done enough retirement
planmng, oniy 10% clawr to have a less than adequate standard of living. The difference
between thus group snd retirees who feel they have done less than enough|planning is
remarkaile. Fiftv-two percent [(62%) of those who have done some but hot enough
planming. and 56% of those who have dane tar 100 littie or no planning beforé retirement.
have incomes trat are less than adequate today '

23
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RETIREMENT PLANNING AND INCOME ADEQUACY
{Asked of retired employees) :

Q. Oversll, d0es your pressiit ncome provide you with & more than adequate standerd
of living, an adequdte standard of living. Or & 1688 than adequate standard of living?

: Pro-Retirsment Pasning ]
T e B e P Y Ui
’ Towt Enough Beough Or flone
(tumber of rospondonin} o F10. R i, SR L. ..
. » " [ P
More than adequate 13 p<] e 1
Adequate . 46 67 43 k-] .
o ess than adequate - 4 10 ] 56
« Notsure ¢ - - 1 -
*‘Less than 0 5%
L}
Current and Bxpected Sources of Retirement Incons . .

Table lii-4 shows the major sources of income among today's retirees, and the con-
sequences — In terms of where retirement income witl come from -~ of inadequate pre-
retirement planning. - .
. The pnmary source of income for tnday's retirees is Social Security, with 83%
claiming to recetve Social Security benefits. Retirees aiso rely heavily on various types of
pension plan benefts, though. as a whole, pension benefits rank a distant second to Social
Secunty in terms of the number of people who rely on them for income. Company plans
claim the highest number of benefits recipients (20%). folowed by government- plans
(16%). union plans (5%), individual retirement accounts (2%), employee thrift or savings
plans (2%, and proht sharing (1%). Relied on by 1 1n 3 retirees (33%), personal savings
accounts are the third most impoitant source of retrement income. Additionally, 8% of
today's retirees rely on money from their chuidren or other relatives, and 7% depend on
supplemental secunty come.

Obeervation:

The results here turther demonstrate the importance of pre-retirement
planning in ensuning an adequate income. While sizeable majorities of
retirees collect Social Secunty benehts regardiess ot how well they
planned for retirement. those who tail to do enough planning for retire-
ment can count on lewer sources of retrement income. people who have
planned well for then retyement are more than twice as hkely thar those
who have nct. to be ablefto depend on personal savinge. vatious types of
pension benefts. and/bther porsonal income sourcés such as invest-
ments n stocks or bonds, and real estate mvestments And the less plan-
g people do, the more bhkely they are 1) have o rely on sources such
as suppremiental secundy itcome and thesr children os other  elalives.

24
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Table Hi-4 ) '
CURRENT SOURCES OF RETIREMENT INCOME . .
’ ! (AQROG of retired employees) .
Q.: Here 13 a list of sources of retirement income. From which of these sources are '
currently receiving income? .
) Amount Of Rotiromont Planning
T Adowmis  Mogew  Abveen
{iumber of rospondonts) 9e) {150y (138 (on
% % % )
. Socal Secutity * - 8 a2 87 L
Parsonal sayings account at 4 bank 33 45 36 17
Company pensian plan henefits 20 2 18 12
Government pension plan benefits ) 18 25 16 ]
Investmunts 1n stacks or bonds 1 22 5 ]
Hapt pstate vestment 1 22 9 2
?ﬁvy from chiddren or other refatives 8 2 14 L]
fLupplemental secunty mcome 7 4 7 10
Union pens:on plan henetits ., S § 5 4
Eu;znm m new employment after rotiing from 5 ’ R ‘
Savingg from an empiayee thift of savings plan 2 4 2 1 !
Indwediuat retirement account benefits 2 . 6 2 -
Pratit shaning plan benetits . ) 1 2 1 1
Proceuds freminsurae co 1 2 1 —
Inhertance . 2 v 1
Knnah Plan honofity - - -
Other 1 1 1 1
Nonp\ . ‘3 t ' L)
Not sutey . o - — -—

‘tasa e qnfpne

Members of today's work force are considerably more likely to be counting on receiv-

g pension benefits dunng their retirement than were today's retirees. Six of every ten
- full-ime workers claim to be covered by a private pension plan. and more than 2 in 10
(23%) are covered by a gavernmer:t pension plan. In addition to widesproad participation
In pension plans. of course, an uyerwhelming majorily .of the work force (93%) are .
- covered by Social Securty. -

. L] .
Expectedly. pension plan participation 1s most w:despread among older workers,

and least widespread among those in the younger age groups. More than 1 in every 4
(28%0) workets between the ages of 50 and 64 are coverey by a government pension plah,
and more than 6 n 10 {62%) are covered by a prvate plan The same plans cover just
9% and 43% respectively. of worke:s i the 18 10-24 age group

P 4

O

ERIC

Aruitoxt provided by Eic:
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RETIREMENT INCOME PLAN COVERAGE AMONG CURRENT EMPLOYEES .
. {Asked of current employees) . .
Q.. Are you covered by pTEM)? .
. o T8 W‘_.!i‘-o‘ N 4
(Number of reapondents) G (e . 99 () .
&% %% (Y
Social Security . .98 - 81 8 96 9
A private pension plan 60 43 57 69 62
A government ghnsion plan 23 9 il 285 28 .

The ‘ollowing two tables show the expected sources of retirement income among
those currently employed full-time. Importantly, the results suggest that sizeable pra-
portions of today's work force have done relatively little pre-retirement planning, and
that many - even older workets close 10 retiremant age — are ill-prepared for retirement
from a financial standpoint. .

- Since the com.ing of Social Security in the 1930's, the provision of retirement income
in the United States has been based on the principle of the three-legged stool. The idea
is that the government, through Social Secyrity, will provide a basic leve! of retirement
income that will supplement other income sources. such as a pension and personal
savings. While most ,people expect to receive Social Security (87%). 8 substpntial

minority’ do not expect 1o receive iicome from a pension plan, and a majority do not.

expect 10 rely on personal savings. Only 40% (Table 1il-6) expect to rely on savings.
in total (Table 11i-7). 76% expect to receive retirement income from some type of pension
plan. including public and private pensions, profit sharing plans, IRAs, K Plans,
and employee thrift plans. However, 25% do not expect income from of these
sources. Most of this latter group (23%) expect to rely on Social Security ag their primary
source of retirement incorhe. N

Among those who expect to receive some type of pension benefit, most expect to
receive company puhsion bonefits (43%). foliowed by government plan benefits (14%).
union plan. profit sharnng. and employee thaft plan benehts {10% each). Individual
Retirement Account benefits (9%). and Keogh Plan benefits (3%).

Many workers expect 1o rely heavily on other personal ihgome sources. investment
1n stocks or bonds (20%); real estate investment (19%). proceeds from ingurance {17%),
and earmings from post-retirement employment (1?%). Expectations for income from
post-retirement employment are ghest among those covered by public plans (15%).
which frequently permit employees to retire after 20 years of service. Also. not shown in

-the table, expectations for income from post-retirement employment are tughest among

younger workers (17% 1 the 18-10-24 year age group). and lowest among those tlosest
10 retrement (8% among those 1n the 50-to-64 year age gmup). This 18 !urther evidence
of a possible long-term trend toward later retirement. ..

Relatively small percentages of those who are not currently covered by a pension
plan expect to become cevered sometime before they retire However. most do not expect
to participate in a pension plan. Also. emplovees in this group .re no more hikely to expect
income from other sourc.es such as personal savings accounts. earmngs tfrom post-
rghirement employment, insurance, or investments than are workers who expect 10 receive
pension plan benetits. .

.

(L ae
-

¢
[ W)

3



*

E

-

+

¥

O

RIC

. 39
_ Table I8 .o .
EXPECTED SOURCES OF INCOME AFTER RETIREMENT, .

(Askeq of empioyees)

Q.1 Here is a list of sources of retirement income From which of these sources do you
oxpect 1o receive income when you finally retire? -

. PusCoverepe .
* Covered Coveres
& Wy
. vs Private Pusiie Mot
. . Yol Plan Ploan ~ Covered
(Mumber of respongents) ©nn o 1) ety
. K . ) LY ) "
Social Secunty benefits , 87 ] 74 . 90
* Company pension plan benefits 43 .14 28 17
Personat <avings accountat a bank Y 40 41 3 41
Investme: . in Stocks ot bonds 20 23 18 18
Rear estate snvestment ) 19 18 18 20
Proceeds trom incutance 17 .20 i 13
Government pens:on plan benefits 14 6 { 75 3
Earnings trdnf new employment after ret:nng from
current job 11 . 10 .15 11
Savings from an emplioyee thnft or sawings plan 10 13 ot ]
Prqm sharnng plan benehts 0 14 2 8
Union pension plan benefis 10 14 7 6
Indwidual retirement account benghits ) 12 .7 5
Inhertance * 14 $ é 3
" Keogh Plan benetts 3 4 1
Money from childter: of other relatives 1 ¢ 1 2
Other 4 & 7 3
None ) ) e * - !
* Notsure * .. ¢ ¢
SLeastran 359, e

As previously mentioned. 75% of those currently employed expect to recetve pension
benefits when they retire Except for those between 18 and 24 years of age. who have
given much less thought to retirement than other groups. expectations 1or pension henetits
are consistent throughout all age groups Virtually ¢very employee who expects 1o receve
pension benehts expects Social Secunty benehts as well.

‘Nearly 1 out ot every 4 workers who are currently employed full-ime expect to rely
on Social Secunty and not a pension as thewr primary source of retirement income. While
this situation occurs most frequently in the youngest age groupmg it should be noted that

. a sizeable 22% of those between Sthand 64 vears of age expect to rely ptimarily on Social
Secunty in retirement Lastly. 340- of thase .ot covered by a pension plan expect to be
covered by the ime they retire Hoisevar. more than 6 in 10 (61%) expect 1o rely on
Social Secur:ly without a pension

27
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Toble lil-7

MULTIPLE S8OURCES OF RETIREMENT INCOME
.. (Askedof ‘urrent empioyses)

Q.: Here is a list of sources of retireme: income. Fromwhuchoﬂhmmoocdoyou

expect to receive income when you final, retire? .
. &
. . . A e, Mot Covered Oy
© et TR S8 90 0044 Pensien Plen
< (Mumber of seepondonts) A0 qen g an @G W
. (") ("3 () - [ ()
Pension® ? ;] 65 7% ” ” 4
Pension and Social Security 64 R .54 61 s 69 2
Social Security and no pension 2 N 2 2 2 81
-m':'mummm%whmmmmm wmmmw
4 .

The Amount and Adequacy of Expected Retirement income

Not only have the bulk of those currently employed done an iradequate amount o(
planning for retirement, but a sizeable meiority have not given any thought to the basic
question of how much money they will r... 4 during retirement. While : .n 3 among the
working public claim 10 have given some thought to this matter a surpri .gy high 58%
have not. Everi more surprising, pe * .8, is the finding that nearly half of those who are
between 50 and 64 years of age b - , not given any thought to how much money they
will need when they finally retire. -

. Tabs
WHETHER GIVEN THOUGHT TO Aa © OF MONEY REQUIRED
AFTER RETIREMEN
° (Asked of currant employees)

Q.: Have you given any thought 10 how much money you will need when you finally
retire, or not?

A
Totel T RS b -
{Number of respendents) Qnn 0 (N (@an (W
) % L) % L) %

+ Have given thought 38
Have not given thought 68 3 64 56 48
Not sure 8 $ ) 7 6

- When asked how much they think they will need when they retire, the working public
report a need for a median of $851 a month Reflecting their interest in retaiming their
pre-refirement standard of hving. empioyees n lugher income groups feel they will neert
more incoms during retirement than empiloyees in lower income groups. Also. it should be
noted that more than 1 of every 4 workers (279) .re not suie how much they will need
dunng retrement, and. though it 15 not reporteu here. the percentage of employees who
are not sure of their retirement income needs i3 a stnkmg!y high 31% among those in
the 50-t0-64 year age bracket
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REQUIRED MONTHLY INCOME DURING RETIREMENT
(Asked of current employees)

Q.: Ignoring future inflation, how much income o you think you pessonally are going to
need per month when you finally retire?

Ynder $1000-  Amd
Ombrotmessesuon (0, lgn  am . o
* % % *» . %
$1-$300 3 10 .2
$301-$600 .19 30 2 18 10
$601-$900 17 194 19 20 ' 13
$901-$1,200 . 21 9 15 2 27
$1.201-$1.500 6 3 3 8 7
$1.501-82,000 4 - 2 3 ]
$2,001-$3,000 2 1 1 1 5
$3,001-84,000 . - - . 2
$4,001-$5,000 LN - t - 2
$5,001 and over . -— - . - ‘
Not sure 27 M ar 24 24
Median $851 ° 353 $667 $908  $1,085
‘Less than0s% ~ T T . N o

At present, 7 out of 10 of the working public able to estimate their retirement income
feel that it will be adequate, though 23% feel their income witi be less than adequate.
By 73-17%. those covered by a private pension plan are particilarly confident about
having an adequate :ncome during. retrement. Interestingly. 59% of those without a
pension beheve their retirement income will be adequate while 33% believe it will not.

Earlier it was shown that 41% of today's retirves believe their income is less than
adequate. Although not shown on the table. this dropped to 23% among retirees receiving
pension benefits, but rose to a high 56% among those not receiving pension benefits.
On the basis of these findings. i would seem that many in today's work4orce who are not
covered by a pension plan are seriously misjudging the amount and adequacy of their
retirement income. s

g
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ADEQUACY OF EXPECTED RETIREMENT INCOME T
* PROVIDE DESIRED STANDARD OF LIVING .
) (mwmmmotg_mmwfmm income) J

. L %)
Q.: And as far as you know, will the amolint of income you are likely to get during retire-
ment provide a verv adequate, somewhat adequate, somewhat inadequate, or very inade-

.

quatancome in ferms of providing the standard of living that you would like? .
. ‘Oovered  Owered Mot o
[} . . 5 ” v - .
. Posica  Peasien  Pomsien .

(umber of sospondents} (1009 ] (199) U B
() » L % PO

Very adequate 18 24 18 12

Somewhat ~2sauate .82 55 55 47 ,

Somewhat inadequate 16 13 19 19

Very inadequat® 7 4 . 8 "

Notsure ‘4 ] L4 4 ] )

- : .

These tirdings are an early warning of polential trouble ahead 101 gov-

erhment and employers. but most of all, for luture retires. Pre-retirement

planning will not provide a 100% gyara of a secura retirement, but .

the experience of current retitees makes it clpar that éarly retirement

planning s a critically important-ingredient for @ happy retirement free

. t-om financial hardship. Yet many ol today's e yees are not aware of
its importance. Many expect Social Security t0°be a primaty source of
retirement income, and well less than halt of today's work force expect .
to rely on savings during relirement. Additionally, sutprisingly large per- 4
ce.itages of the working public of all ages have not given any Senous
thought to how much money they will need when they retire. ’

The findings strongly imply that government, sinployers, and pens:on
experts should focus considerable attentron on making current em-
w.oyees awire ofJdheir potential retirement needs and the wnportance of
early pre-retnement planning. Hopetully the findings reported here, on N

the expeniences and difliculties 1aced by today’s retirees will helg spur T
others to sefiously eonsider and begin pla:ung lor thew retrement. e

What 1s needed 15 a kind ot prevenfive medicina forsetirees, where

clearly “an ounce of prevention 1s worth a pound of cure.” Soclal Se- 2
cunty. employers_glibiic and private pens.on plans, taxpayers. and the
economy as a whole -~ each of these wiit be subsect to increasng pres- . _.
sure as the number of retrees -- many of whom will be pushing to etain

then pre-retmement standard of Innnig — continyes to expuncl into the next

-

d coertury By focusAg public attention ¢n the problem 1 ow. many of the |
potentially senous and undouttedly costly consequengies’i! nydogudte *a
pro-retrement Plarnng can be avuidea ¥ * .

v !
L o

30 A ..

T N

F Y . s’ .3 . \ )
. o .



- e

Since the 1830's, this country's policies toward the weifare ot its retirees has been
based on the concept of the three-legged stool — the idea that the economic secutity of
retirees should be shared jointly by the government, private industry, and employees
themselves. Although this principle may underlie many current retirement income policies,
it is not an 1dea that is widely understood by either empiloyees or the business community.

Fifty-four pereent of current and retired employees beliove retiress themseives
should be at least partly responsible for their economic security during retirement: 24%
feel responsibility rests solely with retirees: 7% feel it rests with government and retirees:
11% feel it rests with the retirees’ employer or umon along with retirees themselves:
12% believe the responsibility should be shared by government, the retirees’ employer
or unon. and the retirees themseives. In total. 46% believe the government should be at
teast partly responsible for the economic security of retirees, and 42% feel that business:
should be at least partly responsible. . )

it should be noted here that 46% of the respondents do not mention that retireds
should be responsible for providing for thewr own .economic secunty. and only 12%
believe the responsibihty should De shadred by gcvernment, employers o unions, and
retirees.

The three-legged stool has a larger tut still small percentage ot acherenig among
business executves. Just 30% believe thai responsibility for the économic rity -of
retirees should be shated by ggvemment. emplayers, and retirees themselves.

To a considerable extent. employers acc ept their share of the responsibility for the
economic security of their retirees. Seventy-two percent believe empioyers should be at
least partly responsible for providing retirement income for employees. Another 23%.,
however. belicve the retirces themselves should be responsible. The greatest consensus
among busmness leaders exists for exclusion of goverrment from retrement income
tesponsibility. Only 1% feel the government should be solely responsible for retirees’
economic secunty and only 5% feel that compames and government should share the
responsibility.

.

Tabte -1

WHO SHOULD PROVIDE RETIREES' ECONOMIC SECURITY
{Asked of current and retired employees and of business leaders)

Q In generat.'who should be responsible for providing for the economic secunty ot
ratiees — the government, the retrees’ former empluyers or umon. o the retirees them-
selves and ther famues. of @ combination of these?

*

Cutront And Retired Employess
Mo
) Yol
18 % 38 $0- Ang  Buainess
Tolal ko kol 49 44 Over Leadere
{Numbet of respondems) {1000} 1150) {370y s 1422 (302) 08
% “~ T N “ LY % »
Uis ynrnmant rply ™M s 15 14 21 24 1
Hostigonw, tomgel, yot 1 yne n ab, o8 oo 10 13 1 1t 3
Bt sges *eertien Ly, e 19 A oR o3 8 a3
[RCRNTILLOR BFT R KPS ¥ TL TS ol ST T U W N o -3 8 N Y S
a0 MEOIINT Jr03 (7] SengM, et ey, > . ] b h t 2
Hostotanewy gaeep yost ot ate 53 d7ed oot frnges
TN : 0 ‘. 4 12 0 ' 38
R ipetet®0m gor® gos poebingag ol 400 gL e st
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Moreover, a majority of current and retired employees and business leaders are not
satisfied with the balance of retirement income that is currently provided by Social 8-
curity, pensions. and personal savings. Slightly more than 1”in 4 (27%) of current and
retired empioyees feel that the balance of income provided by these sources is about

Jight as it is. But a 67% majorily feel that one or two should provide more income than

they do now. Business leaders are somewhat more satistied with the status guo than are
employees and retirees. but an even 30% feel that one or two sources should provide
more retirement income than they do now.

Those in the two groups who feel the balance fo be wrong have diametrically op-

posed views as 1o which sources should provide more than they are providing now. A
plurality (43%) of currefit and retired employees in the sample feel that Social Security
should provide more income than # 18 currently providing Another 16% teel pensions

shouid provide more retirement inzome. and only 9% fee! additional money should come

from a retiree’s personal savings.

Most business leaders who feet the current balance of retirement income is out of
1ine look to personal savings (35%) o provide additional income. Only 8% feel Social
Secunty should provide addional retwement income. and 16% 1ook to pensions for
additional fund:s :

Table 112 :

ADEQUACY OF CURRENT SOURCES OF RETIREMENT INCOME
(Asked of current and retired employees and of business leaders)

Q. Right now. income for people who are retired-comes ptimarily from Social Security,
pensions. and personal savings Would you say that the balance of incme from these
three sources ¢ about tight as 1t 15, or should one or two of the sources provide more
income than they do now? ) .
Q.- And which one or ones shouid prov:de more tha s they do now?

Totst Cutrost ToW

And Retired

Susiness
Employess Losders
(Number of resPOnasnts) {1691} 4k,
% »
Baaewe s Laht a7 a0
Qree ror ta Shodid prov de meve 57 60
Mot sure 17 0
RRSCRIC W IIX N F SR L
Sl ab B oty ER f
Pans oo "“n
e, nyoy e 4] k&)
Other . . ° . .
Moo gt > k]

. ge
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come than i doas now, One in five belfieves the government alone should.
be responsibi for the economic security of relirees. At the same time,
while many believe (hat retiress themseives should be &il or in part re-
sponsibie for their own retirenant lncoma few people believe more

retirement income should bé sought fi ! savings. The principle
of the three-legged stool has a percenfage of acherents
among business leaders, though of those alter the balance,

would decrease government’s in in retirement income
ond place more reésponsibility an retiress themseives.

These fndings are critical because they underiie many of the problems
faced by (o *v’s relirges, and they presage even greater difficulties for
the retitees : 'nmorrow. A surprising number of people do not under-
sland the tungamental principle of the three-legger! slool, and look either

to government, their empioyer, or both to take care of them during telire-
ment.

' Knowledge of Private Pension Pians

An integrat part of planning for retirement is an understanding of what is required
and what is provided by various sources of retjrement income. Yet sizeable percentages
of the working pubhc. whether participating in a private or public plan, or expecting Social
Security benefits, do not know what theu monthly benefit will be fi1om these retirement
income sources.

The working public ,(s least ukety 10 know what its benefits from Social Security will
be. A total of 84% do ngt know what the size of their monthly Social Security benefit will -
be upon reurement. Again. the percentage who do ot know the approximate size of their
benefit 18 higher among;younger workers, but if is of some concern to note that a sizeable
78% of the 50 to 64 year olds are unsure what their Socidl Secunty benefits will be.

Forty-six percent 46%) of those in government plans and 37% of those in pnvate
plans know what their-benefit will be when they retire. Still. in almost every agergrouping
tnore than half of togay's employees do not know the sizv of their monthly retirement
benefit.

Table 1113

KNOWLEDGE OF MONTHLY BENEFIT FROM RETIREMENT
INCOME SERVICE
{Asked of those current employees covered by each retirement income source)

Q - Do you know about what your monthly beretit trom (ITEM) wilt be when you tetire,

or not?

Government Plen Private Plon So0lsl Secwndy

Age Mo . Mo

1% 25 3% S0 1w 3% 35 %0 18 8- N $0-
{Number of Tolsl 24 3 L, “ Tolst 24 M » " Tolsl 24 M [ ]
respondents) 2180 (9)° (83} {72) (70}  (884) (ST} (180) (200) (178} (V470) (13T} (3TM) mn (3t}
. L ) ‘> Y % % % e % N % &N o
Ko, tresreed o o KT § 1 L {1 AT M M M At 17 YR K B I AR
[y neebe o S A A X IS S S S 14 TGN S £ S LR 1
SRR RPN L A YL LD LA K A . 17 14 13 8
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Employees shouid also be awfte of their pension plans’ vesting requirements. The
topic of vesting 1s too complicated to be tully expiored in a public survey: however, the
findings here suggest that those involved 1n private plans have a fairly good if somelimes
unclear understanding of their plans’ vesting requirements.

Fifty-tive percent (55%} of the working publhic covered by a prvate pension plan
believe they would be able to receive or transfer the benehis they have accrued it they
laft thewr company tocay. while 30% believe they would not be able to receive of transfet
tner benefits While 15% are not sure about this question of vesting. & full 86% were
able to answer tne question v

Tabie 1114

ABILITY TO RECEIVE OR TRANSFER PENSION BENEF.TS
UPON LEAVING COMPANY
(Asked of thase curreit employees covered by a private pension plan)

Q As far as you know, if you left your company today. would you be able to receive or
transfer the pension benelits you have accrued. either immediately or at some later date.
or not? : :

. Totsl
(Mambor of reapondents) oe8
Would be abie 55
“*® would not be able 30
Not sure 1

Mo3t business leaders (91%) beheve ther er.uioyees would know whether or not
they are vested Judging frum the previous responses. business leaders have a fairly
accurate view on this question.

Fifty-one percent (51%) of employees with prvate pension plans correctly under-
stand that'the number of years n service 1s the factor that determines whether or not they
are eligible to receive pension benefits  thay leave thewr company or union befote retire-
ment Also. 18% believe age 15 a determiming factor This may be correct in many In-
stances. since age can be a factor in deter mming pension ehgibility The remaining 31%
are esther incorrect or uncertan .

Table IH-18

EMPLOYERS' ESTIMATES OF EMPLOYEES' KNOWLEDGE
OF WHETHER. THEY ARE VESTED
. {Asked of busii.ess leaders)

Q  Would you say that most of vou employees know if they are vested. or not?

. Toiat

{Number of tespondents) A1}
~
AL R1vOA 91

A e tgfe 0Ny o
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. sslary level, your age, your number of years in full service, or aren't you sure?

97

Table IN-16 . ’

KNOWLEDGE OF PENSION BENEFITS ELIGIBILITY REOU!REMENT.8
(Asked ot those current employees covered by a private pension plan)

Q.: Do you know what determines whether or not you are eligible to receive pénsion _

benfits if you leave your company or union before tetirement — s it your job level, your

&

Totst
(dumber of respondents) )
* -,
Jab tevat 5 .
Salary | ?
Age 18 *
Years in setvice 51
Other” o2
Not sure 17

Fifty-six percent (56%) of those covered by private plans whose gligibility to coliect
benefits betore retirement 1S determined by years of service behieve that less than ten
years of service 13 required Nine percent (9%) believe between ten and fifteen years
are necessary. 21% believe more than fifteen years are necessary. and 14% are unsure.
The most coinmon vesting schedule under ERISA provides for {ull vesting after ten years *

of service. with no vesting betore that date. Thus a sizeable portton of thase with private

" pians are wrong n therr understanding of the number of years of service required for

benefit efigitiity Under ERISA. an employee 15 generally fully vested after te * years of
service. At the maximun, under the ERISA mandated 5 to 15 sute, an employee would
be tully vested after fifteen years. .

Table M-17

NUMBER OF YEARS REQUIRED FOR ELIGIBILITY TO COLLECT PENEFITS
(Asked of those current employees whose pre-retirement pension
eligibility is determined by years of service)
Q. How many years of service are requued for you to oecome ahigible. to collect benehts
if you leave work before retirement? )
Coversd By

Totat Privete Plan
{Mumber of respondents) 324 2%
“ i

1 e than 10 56 H6
10-14 . q 9
1620 1t 12
2130 o a
31 sarved aven t 1

. Nut siure 14 t4
Me 1 aaumbses of yeedss wmo 100



Obesrvation: :
Many private pension plan participants are familiar with some of the basic
provisions of their plan, bul the results show that there is ample room for
_ improvement in their knowledge. Most seem {0 kpow whether or not they
* are vested though substantial minoties ate uncertain or,mcotrect about
vesting critoria. Also. more than hail are uncertain about the size ol their
monthly retirement benelit. Even among those whq are relatively ciose 1o
retirement (S0 10 64 years oid), 58% dp not know the approximale size
of then monthly retiremeht benet. -

To a considerable extent. the public’s-lunited knowledge about their pen-
sion plans s thow own doing Under ERISA, ptan participanls aulo-
matically teceive a summary plan descniption and annual report sum-
mary. They may also request a personal benelits statement which will
contam information about the tolai benelits they have personally accrued
and the portion, if any, that is vested. -The problem, as will be seen n &
g tollowing chaptes, is that a sizeable minority of empioyées are not inter-
osted enough in their retirement, which is years away tor many, ot in their
penston plan to take the ime lo read these disclosure statements. At the
same me, however. ttus does not absolve gither governmen:, empioyers,
or pedgion experts trom seeing ‘that pens:orr plan partigipants are weil-
informed Perhaps it particinants are made 19 understand the importance
of retrement planning and pehsions. they themseives, along with the
yovernment. employer<, and taxpayers. will be better off in the future.’

Some Guidelines for Retirement Planning
Many of the probiems faced by tomonow's retirees can be avoided by listeming to

the advice of. currert retirees. Some of the more important pieces of advice they have
to ofter younger people are shown in Table ili-18. :

Mote than anything. employees should start planning early for retirement. This piece

of auvice is mentioned by nearly 1 of every 2 (49%) retirees interviewed. Aimost equally
important. current employees should not expect to rely solely on Social Security and a
pensiun for therr retirement income period. Forty-eight percent (48%) of today’'s 1etirees
advise younger people to “"make sure they have put away some savings so that they
don't have tu rely solely on Sociat Secunty and pensions * More than 2 out of § (44%)
adwise people to work for an employer with a gooa pension plan.

With fast-nsing nflation. having a pension plan that provides benefits which increase
with the cast of hving 1s becoming increasingly. important to retiting omployees. Almost
1 of every 3 retiress (32%) advise current employees o see that therr pension plans
have such a cost-of-iving provision. Also. 28% stress the importance of being covered
by a pension plan. 27% warn employees to be prepared for the financial ditficulties
inherent in a work- stopping disabihity before normal retirement. and 24% offer the obvious
but apparently often ignored advice 10 be sure that one’s total retirement income: 18 enough
to ive on

On average. cistent tetitees fael that planming for retirement should beain i one's
mud thirtiey

I8
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Table "n1s

MOST IMPORTANT ADV!OE TO OFFER YOUNGER PEOPLE ~
{Asked of retired unployou)

Q.: WhichMoorthmofmmptecesofadvmwouldbomosﬂmpovmmwn

younger people?

(Numbor of sespondonts)
Start planning early for retirement
Malkee sure they have put sway Some savi

30 that they don‘t have {o rely solely on
Secutity and pensions

Work for an employer with a Qood pénsion plan
Make sure their pension plan provides bcnem that

mcrease with the cost of Iwmq .

Make syre yous'te covered by & goodponuonplan
and not rety only on Sociat Securty ang savings

*

& *-‘Si

8 B 8

» Make sure yout reirament income is sutticientto
live on if you could no longer work because of

disabitity

Make sure that totat amount received in tetitement

18 anough 10 live on
None
Not sure

Table 111-19

AGE AT WHICH PLANNING FOR RETIREMENT SHCULD BEGIN
(Asked of retired employees)

Q.- At what age do you ﬁmk people should begin planning for retirement?

(Number of respondents)

Botfewg 21
2125
26-3~
31-35
36-40
41.48
4R850
51-5%
56G-60
Medor o 1)
A gopeerds

Not sure

Afoe 30 10000

Tots!
(399)
%

it
" e

. -
BN DGO GO

-
p-1

%,
=

37
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] CHAPTER IV: .
AN ASSESSMENT OF CURRENT SOURCES OF

RETIREMENT INCOME

Mmdmmdmm . »

Current and retired employees and business leaders were asked 10 provide an overall
rating of four major sources of retirement income ~ private Of company pensgion plans,
government pension plans, union persion plans, and Social Security.

First ranked among these sources, in the view of current and retired employees, are
government pension plans, which receive a §7-18% positive rating, and a relatively
high 25% not sure. Next come private or company pension plans with a moderately
positive rating of43-36%, and 22% not sure. A plurality of the public (40%) are not sure
how 10 rate union pension plans. However, the plans receive a 34-26% positive rating
from those able 0 offer an opinion. Lastly. the pubkhc is strongly critical in its views ot

Social Security. with negative opinions coming from aimost 2 of every 3 people inter-

viewed. .

Unlike the current and retired employees, who rate government pension plans ovet
private penstons, business leaders give the highest general rating to private pension plans.
A sizeable 84% of business leaders voice a positive view about private or company
pension plans, compared with just 63% holding the same view toward government plans.
Also. business leaders are more =ritical in their views toward union pensions than current
and retired empicyees. Forty-eight percent give union pensions a negalive rating, com-
pared to 40% positve Surprisingly. business leaders are slightly more positive than the
employee and rejiree group 1n their views toward Social Secunty. though they give the
program an overwhelming 61-39% negative rating.

Table V-1

RATINGS OF RETIREMENT INCOME SOURCES
(Asked of current and retired employees and of business leaders)

Q.- Overall. how would you rate (LIST} n the country - would you say thev are excellent.
pretty good. only lair of poot?.

Current and Retired Employess Business Leaders
{Humber of reapondents) {1690) . I ..
Fovis — Toget  Woibirs  Fovitnd T Tageive K01 B9
Private of company pencn plans, %o 43 5 2?2 He 1 3
Gove nment penon (=4 % H? 18 25 ty g 10
Union pension plans % 34 6 40 v . '48 12
Socat Securnty % an (33 5 39 Rt +

Assessment of Major Sources of Retirement income

By and large. the working public and tetireas interviewed tend to be far more positive
toward government pension plans and private plang than towatd umon plans of Social
Securty Government plans are 131 ranked (43% tor providing the tighest benetuds
followed by prvate plans {20%) umon plans {13%). and Sociat Secunty {10%, Private

1ut
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plans and government plans are thought to be the run, followsd at some digtance by
union pians and Social Security. While approxifiately 1 n 10 feel that private plans or
union plans are most in neeq of change, Social Securty is the phimary focus of wofkers'
and retirees’ concern on this measure. A sizeable 53% feel that Social Secutity i8 the
retirement source most in need of change. :

- }f they had to choose one sourng for all their retirement income, 38% of workers
and retirees would choose government pensions and 27.% would choose private pensions.
Only 15% would choose to have all their retirement income provided by Social Security.
and a smaller 9% would opt for unior pensions. Similarly, Social Security and union plans
are ‘he sources people would least prefer to rely on for all their retirement income

Not only do a sizeable percentage of cutrent and retired employees believe that
qovernment plans provide the highest benefits. but a plurality (33%) believe that they pro-
vide the highest benefits for the money contrinuted Roughly 1 1in 4 (24%) hold the same
view about private plans. These views are at odds with those of business leaders, a large
majonty of whom (63%) feel that private or company plans provide the highest benefits
e . .. mmmmm.. . B . - e eemme . . cete gee

- ’ Table Iv-2

ASSESSMENTS OF SOURCES OF RETIREMENT INCOME
(Asked of current and retired employees)

Q.. Here s a hst of the plans we've been discussing. Which one source on this list would
you say generally provides the fughest benefits to its beneficiarnies?

" Q. In general. which one of these sources would you say is the best run?
Q. And in general. which one is most in need of change for the better?

Q. 1f you had to rély on wst one of these sources for all your retirement income. which
one would you most prefer?

Q. Finally. which one of these sources would you least prefer to rely on for all-your
retirtement income?

PR ST T .« e oo mont

Mighest Best  Need Of Most  Lesst
Seretits R

C) Change  Prefer  Preter
{Mumber of respondents) (1688)  (1682) (1838}  (1873) (0B}
. “~ % * “~ s
Prvale persion Dians Covering smployeet ot .
ervate ingunstry 20 30 9 P R
flovernment penson plane cavenng tedntal
state and locd sy A amenl smitayene X B [) 36 4
e pension plaan ‘4 " n q P
Socal Security o 1Y 94 1 37
Nene * t 1 't !
Nat sure r on M %) ”

[P A L
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: Table IV-3 ' ‘
PLAN PROVIDING BEST BENEFITS FOR MONEY CONTRIBUTED
.. {Asked of current and retired employees and of busindss leaders)

Q.: Which ong of these plans — private or company pensions, government pensions, union
pensions of social secutily -~ provides the best benefits for the money contributed?

Totpt
Cument
e Totat
N Rotieg  Bushees ¢
{umber of respondenin) L o
L) [
Government pensinn plans 33 2
Prvate ur company pension plans 24 83
Social Security ) 15 7
P I R T .. . . mmm . ce e em . ....” e -...3... - e M st ettt aty
: Not sure 18 4

Like current and retired employees. business leaders are strongly negative in their
views toward umon plans and Social Secunty. But unkke employees, they are far more
positive about pnivate plans than government plans.

Business leaders differentiate between a plan which provides the highest benefits for
the money contributed. and a plan which simply prowides the highast berefits Though
thyy feel that private plans provide the highest benelits for the money contnibuted, a 62%
majority feet that government plans provide the highest benefits. Only 22% feel that private
pension plans provide the highest benefits of the plans listed. Current and retired em-
ployees do not make this distinction: substantial plurahties believa that government plans
provide both the tighest benefits and the highest benefits for the money contributed.

" Business leaders have mixed views as 10 which source of reirement income 1S most
in need of change Exactly half feei that Soctal Securty 1s most in need u! change, while
another 25% hold the same view about union plans, and 20% about government plans. \

Interestingly. while more than halt (58°%) of the business leaders would recommend
that employees rely on private plans i they had 1o tely on one plan for all therr retirement
income. more than 1 i § (21%) would recommend government pension plans, and
neatly 1 n § (17%) would recommend Social Securty Umion plans (49%?" and Social
Secunty (38%) e by Lu the plans leawt recommended for employees to rely on for all
their retiremant icome
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Table 1v-4 )
BUSINESS LEADER EVALUATIONS OF RETIREMENT INCOME SOURCES
: {Asked of business leaders)

Q.: Now. which one source on this ist would you say generally provides the hwghest
benefits to its beneficiaries? ‘

“Q in general.which one of these sources would you say «. the best run?

Q.: And i genaral, which one 18 most in need of change for the better?

Q.- 1f employees had to rely on just one cf these sources for ail thew retirement ncome,

which one would ynu personally recommen to them?

Q.. Finally, which one of these sources would you personally recommend 10 your em-

ployees to rely on for all their retirement ncome? .
Mghest - Best Moos ot Most Leent

(Number of respondents: 3180, Seapits _l:_ gg’ Rocommend Rosommend
Prvate pangion plans covenng employees )

in private ingustty 2 87 1 58 3

pension plans covenng tederat,

state and local government employees 62 8 20 2t 4
Urion pension plans 3 2 25 2 49
Sociat Secunty ? 3 50 17 38
None -— —_ e -— 1
Not sure 8 2 4 2 - 4

To a considerable extent. people’s agtitudes toward various retirement ncome
sources-are colored by their personal pension plan mnvolvement. For instance. those par-

* ticipating in privaté plans feel private pension plans are best run and are the source they

would most hke to rely on for all their retirement income. Public employses feel the same
way about government pension plans The strongest degree of unanifity, howeyer, is
found in public attitudes toward the retirement inconfe source most in need of change
Whether covered by a private plan. a public plan. or not covered by any pehsion plan
at all, majorities of retired and current employees feel that Social Secunty 18 the program
most in need of change i

41
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Toble V-8

BEST-RUN-SOURCE OF RETIREMENT INCOME
(Asked of current ahd retired employees)

* Q.: in general. which one of these sources would you say is the best run?
' Yot —"‘%—’—'
Ounem ‘ ¢
o Oy W
Betves el Pullie L]

« , Gwvess  tm M M owem
—— OB S 2
Prvate pension covenng .

employees in privaly industry 30 34 4 8 2
SRS,

. guvern,

ompiovass P » 20 ) “ %
Umon pensionplans ~ * I 10 9 9 8
Social Secuidy . 10 7 7 3 8
Non.» 1 1 1 2
Not sute : 20 18 14 15 2

. Tabie (v-8 .

MOST PREFERRED SOURCE OF RETIREMENT INCOME
(Asked of current and retired employees) :

Q. if you'had 1o rely on just one of these sources for all your relirement income, which
ong would you most prefer?

Yot m% -
Cunom
d & v
. fothes rivate Peblle et
Rrpioyese Tokat Pon [ Owere
tHunber of retpendents) 11079 {1314) 1088) _@_ 1981)
< "% ® )
Private pension plans coverng
employees i private industry 7 0 39 18 24
Government pengion plans covering
fedaral, state and local government
employees 36 ? 3t a2 38
Uruon pansson plans ] 10 " 7 19
Socil Security 1% 12 12 5 14
None ] 1 t - t
Not sures 12 “ ) 9 14
42
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Aruitoxt provided by Eic:

. ' Table V-7

LEAST PREFERRED SOURCE OF RETIREMENT INCOME
(Askod of current and retired employoos)

Q 'Fmaily. which one of these sources would you least prefer to rely on for all your
retirtement income? . .

L 4

i . T . OunemEvgtees . T
* Curent Coveres  Oovered
. And » . w
fotlrsd R © Publie ot .
Empioyess Tolet Pion Plen Covered
[umber of respondenis) (1088) 11308) [ ] e {aan)
% % % % % .
Lo ate om0 plans covening .
EOAL Py N PAAATe ttustty h tt 11 11 11 - 1
Adoveramoent penson plans covenng
‘fegeral state and local government
PRI D a 4 5 1 3
LN R TR (L 24 24 25 25 v 2
T, v elar,edy 37 43 a4 52 37
Pyezisee 1 1 Lt ¢ 1
Yoty 23 18 15 11 26
. Table IV-8 he
RETIREMENT INCOME SOURCE MOST IN NEED OF CHANGE :

{Asked of current and retired employees)

Q Ang n general. which one 1 most in need of change for the better?
Tow! oo OVTODL REDIOYOOS .

Curremt | Covered  Coveres
And & oy
Netired Private Public ot
Kemployess ' Totsl Pon Pan Covered
(Number of respondents) (183%) (e (er0) @) [ I
% % “ %
BRI § CHIREE LR T I R & 1 H
w00 -0 Drvate industry ] Q 3 2 q
3 Leeenimant (IReaen LIRS Coveeny
o alghe and Lognl anyernmant
e yaefer t # - ! R
" 10 1 9 0
e oty a3 u B0 63 54
4o 1 M M 1
Yo gt 27 15 K “ 2t

Employee Satisfaction with Private Pension Plans

B, hetore and after passaqge of the Employee Retirement Income Securtty Act of
1974 prvate pengion plans have been criticized for beng tnanciaily unsound. for
promisinn what they may not be able 1o deliver, and tfor vanous inequities n the way

43



emnioyses become 'eligible for benefits. By and large, however, these views are not
shared by people currently covered by private pension plans. Regardiess of the criticisms
leveled against private plans, employees are basically satisfied with the way their plans
are designed and adminigiered. At the same time, however, a smali but si¢ificant minorjty
have less than full confidence in the ability of their pension plan to pay the benefils due
them when they retire. Only 6% have no confidence at all in their plan.

Observation: .

These findings are clearly upbeat and should be read as positive marks
for private pensions But it 1s important to note here that the findings
cannot be interpreted as a public sanction of the status quo in the private
pension system. When employees say they ate satistied with their plan,
many are not thinking about the benefits they will need during retire-
ment and many do not know what benefits their plan will provide. As
will be seen in a later chapter. employees fesl it 1s extremely important
that their plans contain provisions which are inciuded in refatively few
plans today. such as cost of hving benefits ang survivor benefits.

Table IV-§

SATISFACTION WITH DESIGN AND ADMINISTRATION OF PLAN
(Asked of those covered by a private pension plan)

Q.. How satsfied are you with the way your plan 1s designed and administered — very
satished, somewhat satisfied, sormewhat unsatisfied, or very unsatistied?

[

*

Tolar
{Number of respondents) (W)
Very satisfied ‘43
Somawhat satishied 35
Somewhat unsats‘ied 1
Very ynsatiif-ed 5
Not sure 6

Bus:ness leaders Rave a gonerally accurate viow of ther employees’ att:tudes toward
therr plans When asked how satistied a majonty of they employeés would be about the
design and admeustralion of ther piane, 59% af the leadery teel a majonty of their
emplaynesz would be very sansted 38%. bolieve ther employees would be somewhat
qatshed gt oniv 3% foal theit amployeas would be dgissatsted  Thus a majonty of the
leaders nteryewed e oot @ thee asaosinent that 4 magenty of ther emnlayees are
Sabsfndd & ™o wa, theg pean o Jow ined and ader natered.
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. Table IV-10 , .
EMPLOYERS® PERCEPTIONS OF EMPLOYEES' SATISFACTION WITH

PENSION PLAN DESIGN AND ADMINISTRATION
{Asked of business leaders)

G And how satisfied would you say the majonty of your employees are about the way
their penetit plans are designed and edministered — very satsfied. somewhat satisfied.
somewhat dissatisfied. or very dissatistied?

. -
. Total
(Number of respondents) (8::)
Vory satisfied 59
Scmevihat sahshed i
Somewhat dissatished 3 .
' Yery dissaustied ' -

.

Notsute —

Two nut of teee omployees covered by private plans say they have a areat deal of

confudence that thesr plan will pay the benefits they are entitied to when they retire Though

this 15 a substanbial majonty. a significant percentage of employees voice some skepli-
cism 25% have “some confidence” that thewr plan will pay the benehts, and 6% have .

“hardly any confidence.”

Bus:inees leaders are far more confident than employees that thewr plang will pay
the:r pronused benefits Three percent have “some confidence.” but an overwhelming
- 97% have "a great deal of confidence” that their plans will pay the benefits employees
ara entitled to whan thoy retie, '

Tebls iV-11

CONFIDENCE THAT PENSION PLAN WILL PAY BENEFITS
(Asked of current employees covered by private pension plari and of business leaders)
0. And how mmiich GonkJERco «i6 yau have - vour pension plan will pay the benefits
WO are enttiad 19 wWhen you rets o o el i Sonfdence. some confidence. ot
hadly any conf:dance at all?

-
Q Haw much confidence da you e that vour pensien plan widt pay the benefits
empiyens e ANSHAE ) Wit tHOy Cet o ¢ 1eenat it of omfidon. ¢ samme contidence
or fascdly any confdence at an?
Yot
Ponsion Plan Business
Participents Leaders
{Numbes of respondents) 500 @1
< - . "
(‘,vp-" r’.\]’ ot 'y wnd Fo [aaidel M .:8 c)7
O, vmet,  mb e . AN 3
Mt g, Lt &
. Pe Yo ger ¢
*
N
» L )
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One of the major criicisms against company and union pensions is that they will not
be able to pay employees all they have been promised. However, no evidence of this was
found ameng current company or union pension plan beneficiaries. When asked whether
they had ever been promised a benefit which they did not or were not going to receive,
93% rephied that they had not, and 4% were not sure. Of the 7 pgople who said they had
been promised a benefit they were not going to receive, 3 people later claimed that the
benetits were actually forthconung but had been delayed. :

Table iV-12

WHETHER PROMISED BENEFIT NOT RECEIVED
{Asked of retired employees receiving company or union pension benefits)

Q Have you ever thought you had been promised a pension benefit that you now know
you ate never gong to receive. or not?

Totol
(Mumber of rospondanie) (o .
Have been promised ) 4 . .
Have not been promised a3
Not sute : 4

Lastly. it 1s 1nteresting to note that employers and employees have radically ditferent
views as 10 who owns the money in pension funds. Eight out of ten business leaders feel

- that employees own the money n therr pension fund. but just more than 1 n 3 (36%)

employees express the same view. A pluraht; (40%) of employess feel that their employer
owns the money n.thewr pension plan.

Table V-13 .

OWNERSHIP OF MONEY IN. PENSION FUND
{Asked of business leaders and those covered by a private pension plan)

Q As tar as you are-concerned. who owns the money in your [company’s] pension fund
ampingees themsalves O your employer {thﬁ' comQa'Qy} or ynion?
. * »

Private
Ponsion
Plan Total
* partial- Susiness
y peling Leaders
(Number of :espondents) o) (200)
L “
[k SN L, S it 80 .
LR TP R B a0 s
- 4
-
13,00 1t 3

e
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CHAPTER V:
PENSION PLAN REPORTING

interest in and Ettectivenees Of Pension Plan Disclosure Siatements

The findings in Chapter Ill demonstrate that many employees understand the basic
provisiors of their pension plan, but that just as many are relying on limited or inaccurate
knowledge. in this chapter we will examine employees’ interest in and reaction o various
pension plan discibsure statements, along with their and business leaders’ conoemns.
about what types of information should be conveyed to employees.

More thar 8 of 10 participants in private pension plans (83%) have received a réport
from their employer describing their plan and telling them what benefits they are entitled
tu; 18% say they have not received such a report. Thus a sizeable majority have received
either a summary plan description or a persdnal benefits statement.

. Most business leaders (78%) say employees covered by their company's pension
pian automatically recerve an annual peisonal benefits statement, while 22% say their em-
ployees do not automatically receive such a statement. Whether or not an employee will
automatically receive a personal benefits statement vanes with the gize of the company.
with the larger companies more likely to automatically distribute the reports.

Table V-1

WHETHER RECEIVED REPORT FROM EMPLOYER DESCRIBING
BENEFITS OF PENSION PLAN -
(Asked of those covered by a private pension plan) )
Q.: Have you ever received a report from your employer describing your pension pl
and telling you what benefits you are entitied to under your pension plan, or not?
)y Tetnt

E 3

‘ *
Have geceived report, ' a3
Have not received report 15 .
+  Notsure . 2 .

- Table V-2 .

WHETHER EMPLOYEES AUTOMATICALLY RECEIVE ANNUAL REPORT
INDICATING RETIREMENT BENEFITS
{Asked of business leaders) -

Q.: Do the employees covered by your company's pension plan also automatically
receive a report  statement annually which indicates the benefits they as individuals will
receive upon retirement, or don't they automatically receive such a report? .

Total umber Of Employese
1300 30001 WMo then
Leadere Loes 10000 10,000
(Mumbor of 10000nd0NI) {10 el {0 [
—~—% - &% T« T8
Do sutomatically recewve 78 74 ” 81
Do not automatically receve 22 26 X 19
* Notsure - - - M

47

43-943 3 « 79 - 8
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Of those who have ever received a repori auout their pension plan, 83% read the
iast report they received. )

Most employers (76%) beheve that between 76% and 100% of their employees who
receive annual reports read them They beheve that symmary plan descriptions are less
widely read, with 46% estimating that one-fourth or less of their employees who raceive
them Tead them. Though employees were not asked directly about summary plan descrip-
tions, other evidence suggests that they may well be less widely réad than annual reports

or personal benefits statements. For instance, the topics about which employses are lesst

well-informed. such as vesting eligibility requirements. would be found in summary plan
descriptions and not annual reports. A pesrsonal benefits statement usudlly mentions,
whether or not an emnloyee s vested. but does not state the rules for this determination.

*

Table V-3 .

WHETHER READ LAST PENSION PLAN REPORT FRQM EMPLOYER
(Asked of those who have received report)

Q ©xd you reao the last report about your pension plan that you received from your
employer of not?

ol
(Numbet of 100DONIIMS) (600)
* T-
A fioad last repott 83 *
Mg 1wt Bv(l EANE regt 17
Not sure . * -
Table V-4

EMPLOYERS' ESTIMATE OF PERCENTAGE OF EMPLOYEES WHO READ
ANNUAL REPORT .
{Asked of those whose employees receive annual reports)

2N e entpde o M At incens the aport or statement do you tinnk actually
sty ¢
Totst
{Numboer of respondents) (184}
~ 1)

[ Ty
"'
-~
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Tbis V5 .. .

EMPLOYERS' PERCEPTION OF PERCENTAGE OF EMPLOYEE
B WHO READ THE SUMMARY PLAN DESCRIPTION

* (Asked of business leaders) - ‘ .
Q.- Your employees automatically receive a summary plan description. About What per- i
centage of those who receiye the report do you think actuatly sead it? . o
X, .
lumber Of 100PORIININ) Q%u :
None 1
".35% %
26 50% 21 .
61.75% 13 - e ce e
. 76-100% 14
Not sure 4
Meun percantage 52 )
A _ubstanhal 88% of employees who read their .ast pension plan report claim they
were able ‘o understand what was 14t and only 10% were not. Wage workers ars less .

fikely to be able to understand the matenal i a pension report than salaried workers,
though a stit ligh 83% of those wage workers interviewed were able to understand the
-tast report they read.

Most husiness leaders have an accuratd perspective on their employees’ ability to
understand what 1s 1n a pension report. Sixty-seven percent (67%) of the leaders inter .
viewed feel that more than three-quarters of thair employees are able to understand most

v of what is in the report and £5% think that more than halt their employees can under-
stand it The summary pian descripion. containing more complex nformation, s believed
1o be less well-understood Fifty:two percent (52%) of the leaders feel that half or less of
therr employees understand most of what is in the summary plan description, while 48%
hehere maote than half understand o

Table V-8

ABILITY TO UNDERSTAND PENSION PLAN REPORT
(Asked of those who have read las: report)

Q  Wete yvons able ta yagerstand most of what was in the report. or not?

s setasetiers %+ ¢ ave e s

. Yol Worker Salatied
{Number of respondents) (608) {184) @
“% “% %
Afes % o feeevgeny AR F X ap

| P N IR (L | 113 e, [}
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- Yahie V-7

EMPLOYERS' ESTIMATE OF PERCENTAGE OF EMPLOYEES WHO UNDERSTAND
‘ ANNUAL REPORT
(Asked of those whose employees receive annual repon)

Q.: And what percentage of those who read the report or statement do you think are able
to understand most of what is in it?

) Tow * vod ‘
(Mumber of sospondonis) g%g .
None . - .
- 1-25% 4
26-50% 10
51-75% 18
76-100% 87
Not sure - -
Mean percentage ¢ 74
‘ : Table V-8 -

EMPLOYERS' PERCEPTIONS OF EMPLOYEES UNDERSTANDING OF
-SUMMARY PLAN DESCRIPTIONS
{Asked of business leaders)

Q.. Generally, what percentage of those who read the summary plan description do you
think are able to understand most of what 1§ in it? )

Tots!
. . (Humber of teependonts) an
)
None 2
" 1-25% k]
.+ 26.80% 20
51.75% 17 -
76-100% 3t
Not sute 1 *
Mean percentage 57
Helptulness of Disclosure Statement ’

Nearly two-thirds (62%) of those who read the last pension pian report they receved
found 1t very helpful. and 33% found it somewhat helpful Only 4% say the report was
not helptul at all. Employers are somewhat more positive about the heipfuiness of the

0, PO S A v e AR T NP 14 - bnlVay
g K Y o . - RS A ”A'P'-W Sl v " ¥ :‘?:."""dd"‘“){.:\: “er 4
. . A .,é‘m

RN
s

*

report than are employees Eighty percent (80%) of the leaders interviewed feel the report

18 very heipful for employees. 16% feel that it 1s somewhat helpful. and 4% feel 1t 1S not
helpful at all.

interestingly employers themselves tacitly acknowledge that improvements can be
made ' the summary plan description Only 44% of the leaders feel the summary plan
descnption 15 very helpful for employees. and another 40% rate 1t somewhat helptul
Sixteen percent (16%) feel the summary plan description 1s not helptul at all
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¢ HELPFULNESS OF REPORT IN DESCRIBING P!NSIONPLAN
(Asked of those who have read last report)
Q. HowhelptulmmorepomnteumgyouMyoummtoknowaboutyourpumm
plan — very heipful, somewhat helpful, or not helpful at ali?
(Mumborof rospondenty) - \E@
- Very helptul 6 .
Somewhat heiphui n
.- Not heiphu! at all 4
Not sure .
Test man 5%
Table V-10

HELPFULNESS TO EMPLOYEES OF ANNUAL REPORT’
. {Asked of those whose employees receive report)

Q.- In terms of telhing them wHat they want 1o know about their pension plan, how heipful
18 this report or statement for employees — very helpful, somewhat helptul, or not-helpful

at ali?

(Number of oupendonts) 1]
[

Very helptul 80

Somewhat heipful 16

Not hewpful at all 4 f

' Not sure
Table V-11 .

$

EMPLOYERS' PERCEPTIONS OF
HELPFULNESS OF SUMMARY PLAN DESCRIPTION TO EMPLOYEES
(Asked of business leaders)
~

-~ Q interms of telling them what they want to know about their pension plan. how heipful
) do ycu think the summary 1s for your empioyees - very helptul, somewhat helpful, or not

‘ helpful at ali?
Total
(Mumber of respondents) q;»
very hetptul 44
Somawhat heiphyl 40
Not beipful at ali 16

Nut sute
The following tabte shows how widely pension plan reports are recewved. read and

understood among all plan pathapants along with how heipfut they percewve the report
to be

51
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While 83% ciaim fo have recewved a report describing their pension plan, the com-

bination of those who did not read the repoft and those who never received it means that

just 69% of all pension plan participants read the last report about their pension glan.
A total of 61% understood most of what was in the report.*Lastly, the report was very or
somewhat usefut for 43% of plan participants .

Obeervation: .

The results here are consistent with those in the section about em-
ployees’ knowiedge of pension plans. Many employees are knowledge-
able about thesr pians. and substant:al majories claim 1o read the infcr-
mation that is avarable to them For the most part, employers receive
posiive marks for the content of the repofls. Among employees who
read them, many hnd them understandabie and helptul. This 1s not to say,
of course. that the reports cannot be improved. One-third of those who
read their last report offer an unexceptional ““somewhat heiplul” rating.

¢
While report contents may be improved, particularly in regard to the
summary plan description, the hmiting factor in employee knowledge
about pension plans 15 not the reporfs themselves but that many em-
pioyees fail to tead them.’increased emphasis on the simportance of
reading these disclosure statements and perhaps some alternate ap-
proaches to presenting the information. such as seminars, counseling,
. or aucho-visual presentations. may heip employees get a belter under-
standing of theut pension plan and develop a stronger sense of what they
personally must do 10 be prepared for retiement.

Table v-i2 -
SUMMARY OF PENSION PLAN DISCLOSURE FINDINGS
(Asked ot employees covered by a private pension plan)
4

Totot
{NumBer of reapondents) : $8)
‘

TALE foteydl Ut 40 LGNS WHO Pave
Hew @i 1 1600t GesCH:ting pension plan and

10t mn) {1yt ponete @ thay gre antithed e 83
e 1o report ) A9
tInger<tand me0st ot Wit wess 101 e teefust? [}
B oy i e 1egefl v 0y 0 % SMOWE A POt 43 ‘

The Information Needs of Employses

Reqardiess of their level of knowledge about their pension plan. most employees
teel strongly .t:out be.ng kept well-ntormed Seventy-five percent {75%) say that it is
vary important they be informed about therr pension plan. while 19% say 1t 13 somewhat
wnportant and ealy 5% sy 15 notunportant at alt Tris 75%0 who feel 1t 1s very important
to P :nformied about ther pensaon plan otghly corresponds to the 69% who recewed
and actudity tead ther last prenson plan teport

The. mportance of bt kept intormed about ther pension plan 1s acknowledged
g sngihagen grears. #EAMeT Wi worker aalaned o selt-employed

Bupaness fptee, afthpden an this queston closely mateh those of ther employees
Sigrenty saesedts foesty gt e a peteews twang sop! indurmied about ther pension plan s
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wymmtmempm'wmmzo%wmmmmmma% fool it is
not imporiant at all.  ~
Table V13
IMPORTANCE OF BEING KEPT INFORMED ABOUT PENSION PLAN
(mwmmmwammmm)

£0.: How important is it to you that you be kept informed about your pention pian --vety
important. somewhat smportant, or not tmponant at all?

S Gmplegmess
Rourty
Woge okl
Tows! Wochet Selpios  Employed
UMb OF 100p0ndonts) k.. __&L _m_ )

. . . % % % Y
Very important 75 % % n
Somewhat impnrtant 19 17 21 25
Not impartant at all 5 8 2 4
Nest sutse ' H

Table V-14

EMPLOYER WéCEPTlONS OF IMPORTANCE OF KEEPING
EMPLOYEES INFORMED ABOUT THEIR PENSION PLAN
{Asked of business leaders)

Q Among employees. do you think that being kept informed about therr pension p!an 8
very important somewhal important. or not important at all?

. . Yotal
{Number of reepondentsl @y
*
Yery imporiant 17 M
LY IR TR U I

Paoel tegeatang 4t gy
Pt Stee

Employess tepl vaty stronnly about the types of nformation they should recesve
Abaut theur peneeon plan

An ovenwholsung 932, of thase whe #ead he last repart think it 1S very important
that thuy know bow cortun it s that they welt be pad thes pention on retirement And
more than § out of 10 fect ot -4 vony smportant that they know it thes empinyer 1s making
the necessity contubuhens 1o the phan what ther penefits will be upon rettement whether
or not they e vosted ard what the cyrrent hnanciat status 15 of the plan

Though scmewhdl 085 anmpartant then e atove. 4 substantial 6 out of 10 believe
i 16 yPry s han? thigt ey knaw white the peasion funds are heing snvested  whether

Tthe compuyy,  a the peenigen fungg tepens o g pesdagaonal esinagement compaty s

O

handlieng She ettt 2ig shigl e totutn b et ot givestiinents
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Table V.18

IMPORTANCE OF VARIOUS KINDS OF INFORMATION IN REPORT
. {Asked of those who have read last report)

"Q.: How important {s it that the report contain information about (ITEM) — very important,
somewhat important, or nol important at ail? - ce

Veoy Semewhat -t ot
{Nember of eepondenie: 408} ° importiht importomt Important L]
How certan it 13 that you will really be paid ¢
YOUr pension upon retirement % a3 5 *.o@ 1 .
Whether your employer is making the necessa
contnbutions t0 your pension plan ry% 87 8 3 1
What the benehts are that you will receive upon
your setirement . % 87 - 9 3 1 1
Whe!horyoumldboemmedt?anybene!m . .
from your pension plan it you terminated ) )
work loday % 85 10 ) .
The current financial status §f the plan % 83 14 2 1 *
Where the pension funds are being mvested % 60

21 14 3

Whether the company. of the pension tund
trustees. or a professonel

ment company 1s handhng the mvegtmom ) % 680 23 12 4
69 3 10 4

What the return has been of invesiments %
SLeds than 0 5% . .

swmammmrm:mmlmm

Business feaders are sharply out of line with their employees as to what information
should be reported about pension plans. :

Business leaders share their employees’ view about the importance of knowing what
benefts they will receive when they retire. They aiso feel, though not as strongly as’
employees. that it 1s important for employees 10 know how certain it is that they will really
be pad thewr pension benefits upon retirement, and whether or not they are vested.

But only 64% of emp:oyers. compared with 87% of employees. feek it is very impor-
tant that employees know whether their company is making the necessary contributions
to the pension plan. Only 38% feel it 18 very important that employees know the current
financial stalus of the plan — a substantial 45 percentage pont difference separating
employers and employees on this point Further, only 17% of business leaders feel it 18
important for their employees o know who is handhng thewr pension investments, just
16% believe it 1s very :important that emptoyees know what the return has been on itvest-
ments. and an even smaller 10% feel it 1s very important to know where the pension funds
are be:ng invested These findings separate employers from employees by gaps of 43
points. 43 ponts. anc 50 pomnts respectively.
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Yable V-16

EMPLOY=RS' PERCEPTIONS OF THE IMPORTANCE TO EMPLOYEES .OF
.VARIOUS KINDS OF INFORMATION IN REPORT
(Asked of business leaders whose employees recsive annual report)

Q.: How important ig it that the report or statement contain information for employees
about (ITEM) — very important, somewhat important, or net important at ali?

ol
Somowdst  Imporiant ot
(emer f rosporndonis: 196) mowhmn twpiet MM Swe
What the benefits are that the employees will receive upon
their retirement | <] 6 1 1
How certain 1t is that employees will really be paid their
pension upon retrement 84 § 10 1
-Whether the employees would be entitled 10 any benafits . . .
from their pension plan if they terminated worktoday % 78 29 4 —
Whether your company 18 making the necessaty
contributons to the pension plen % 64 20 17 —
The current imancal status of the plan % 38 44 18 1
Whethet the company. of the pension fund trustees, ora
professional pengion managethert company 18 handling
the invesiments % 17 46 37 —
What the retumn has boen on investments ' % 16 a2 5t 1
Where the pension funds are being invested % 10 o ' 80 1

WMWMMW

Though they have sharply divergent views from employers t the importance of
various types of nformation, employees are generally favorable in their assessment of
the information currently provided. In terms of teling them how certain it is that they will
receive pension benefits on retirement, whether or not they are vasted, and whether thetr
employer is making the necessary contnibutions to the plan. approximately 8 of evely 10
employees who read the last pension report gwve it a posttive rating. Also. 80% give the
report a posiive rating for telling them what theirr personal benefits will be when they
retire. afd 81% have positive views toward the information about the current financiat
status of the plan . .

Smaller but still substantial majonities are satished with information they receve about
who 15 handling the pension investments where the funds are bemng invested. and what
the return has been on the investments.

Observation: .

The findings n this section have an important implcat on for busine$s
iaaders and pensions experts. Business leaders widely misjudge the
importance employees place on certan types of information about thour
Penn bans For the most parl, emeloyees are satished with the types
of wmtormaton thoy currently tecend, but the widely Jvergeatl views
between empioyee, and empioyets spolt employee anssatistaction for
Be i BoCd:ise ~ome ompigyeey Iy Suem unnleresten 11 pensions.
JnU K0 My A e O ILESE pengan formalicn s does ~ot
Mpan that (e Concemns of ese who afe mitel0sied can be Liken Lyhtly
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The findings suggest that business leaders should reassess their under-
stancing of the information needs of their employees. The bukk of em-
ployees are very intorested in their pension plan and are likely to
more so ~ with better articulated information needs — ag they
more concerned with and move closer (o thelr retihement period.

Table V.17

g

RATING OF REPORT ON PROVIDING VARIOUS KINDS OF MFORMATION

*
Q.: And how would you rate the report in terms gf telling you (lTEM) - 8 it exoellem

{Asked of those who have read last report)

pretty'good, only fair, or poor?

Poolty ]

(Number of mm . Exstliont ™ Geod :: Pout Swe
chutmnmsthatyouwmmﬂyboomdm N .

pension upon retirement % 4 k'] 10 3 ‘3 .
Whether you would be entitied 10 any benetils LA

from your pens:on plan if you terminated

work today % 45 36 9 s 5.
Whather your omployer 8 making the nacessary
© contnbutions 10 your pension plan % 43 36 10 $ 8
What the benehts are that you wilt réceve upon

your retirement % 43 37 10 3 6
The current :nancial status of the plar % 41 40 10 4 4
Whether the company. or the pension tund

jrustees. or a professional pensinn manage- .

ment company is hand!mq thoinvestments % 36 31 12 ? 14
Where the pension funds are beingiavested % 35 28 13 12 11
What the return has been 0. investments % M 40 11 7 8
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‘CHAPTER VI
PENSION PLAN FUNDING

mmamnmrmm .

Of many rssues surrounding pension and pension plan reform. none has beén more
hotly debateo than the question of funding and unfunded liabilities. This chapter will
examine the business community's attitudes toward pension plan funding and toward the
much-gubhcized question of unfunded pension habilities. The findings here do not reveal
tha extent 1o Which unfunded pension liabiliies are or are not a problem — that is a task
pest left to pensions experts. But they do provide an objective assessment of business
ieaders concerns about pension funding and their reactions to the problem of untunded
pension Lat:hties.

Cengzﬂv one of the reasons that pension funding has received so much public atten-
ton n redént imes is that pension funds account for an enormous portion of the nation's
nyvastment capital The amount of capital that currently backs the nation’s prnivate pen-
o10n gystems has grown rapidly in the past ten years. 1s presently in excess of $300 billion,
ang by one eshmate 15 expecled 1o grow by at feast 11% per year t0 $1 trilhon by the
late 1980°s

Twenty-Ing percent (25%) of the business leaders interviewed in our sample are
~gme'med b« Ampanies having pension plans with less than $10 million in total assets.
28°% by companies having between $10 and $69 mullion in assets, 25% by companies

naving between $70 and $249 rmillion in agsets. and 22% by companies having total pen-
+.0n funst assets of $250 milhon or more.

On verane. tngé companies in our sample contnbuted an annual amount equal to
11 1% of their paydll costs Company contnbutions to employees’ pension plans as a
petcentage of total nayrolt costs vary only slightly with the size cf the company, with
targer compan-es contnbuting a slightly higher percentage.

- Table Vi-1

TOTAL ASSETS IN COMPANY'S RENSION PLAN
{Asked of business teaders)

Cr e e the appveamate total assets of your company's employee pension plans
s 1) gt SNALM and emnloyee thnft plans}? .

(Number of reapondents) m
%
L3t gn S0 en it b
ESRE ISR TR ap R N LN 8
STIMmlon - §E% Alagn 2
S s gL e e »
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' Table V-2
COMPANY'S ANNUAL PENSION RLAN CONTRIBUTION .
{Asked of business leaders) * . “

*  Q.: And what is your ccmpany’s annual contribution to employee pension plans (iheludlnq

O

ERIC

Aruitoxt provided by Eic:

profit sharing and employee thrift plans), as a percentage of your total payroil coste?

o MEWOE Of Guplopess
2000 WY - W
. Or To - Thm -
Yote! Loss 10000.-« 10,000
(Mumber of respondonts) (1% o8 (o1} (¢, ]
: % ., ™ .
1.2% a 4 6 2 2
34% 8 11 —_ 8 .
5.6% 14 15 177 . "
7-8% ’ 18 13 2 18
9-10% 18 . 17 21 12
11120, 8 8 _ .10 RO
13-44% - 8 4, 3 18
15-16% 1" 8 17 9
17-18% - 4 4 s 4
19.20% . C 8 .8 3 7 ° v
21.22% 3 —- -, 5
23.25% - 2 2 - 1 .
More than 25% 3 . 2 2 1
Notsure 2 4 - -
Mean percentage 1t 1 98 105 115 .
The Adequacy-ot Fundh.u

As most business executives see it. their cémpany‘s pension plans are well or at
least adequately funded. In terms of the benefits that have been promised, 69% claim
their company’s plan 1s well funded. 29% claim it is adequately funded, and only 2% say
their plan is underfunded.

Smaller compames are considerably more likely to feel their pension plan is well
funded than larger companies. Still. not less than 95% of the executives interviewed
within any company size grouping feel their plan 15 at least adequately*funded

Business leaders are clearly concerned about unfunded vested pension habilities,
though. as will be seen 1n the foliowing section. they are not particularly alarmed. The
resul's here show that companies with relatively high proportions of hiabiiies that are
unfundad are more concerned about the adequacy of therr company’s pension tund than
compames with smaller or no unfunded habiliies _For instance. among companies with, ¢
betwaen 19 and 250 of tatal vested hatites unfunded. 72% claim theyr funds are well
funded. but among compataes with mote than 26% vested liab:lies unfunded. just 34%
mitke the -.ame ¢ - At the same ime. it should he noted that only 5% in trus latter group
toet thar compas y's pension plan s underfunded
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J : Table V18 .
ADEQUACY OF PENSION PLAN'S FUNDING
. (Asked of business lvaders) _

Q.: Lets talk about funding for a minute. Would you say that ‘your companys pension
plan is well funded, adequately funded, or somewhat underfunded, in terms of the benetits
that have been promised?

o MetwOtewsves  _ Uswmesavemsuime

. 2000 24001 Wore " Wore
o Yo Then . To Than
Tolnt Less 18,000 10000 Hone "% 8%
(Numoor of respondonte 2% nmy o . N ... N KR . A9
* % % % LY % LY
Welt funged 69 82 58 67 83 72 34
Adequately funded 29 18 37 30 16 25 61
Underfunded 2 - 3 4 - 3 1)
Not sure * -— 2 - 1 - -—
*LesS Ihan 0 5%
Unfunded Pension Liabilities

Fifty-six percent -of the companies in our sample have some portion of therr vested
pension liabilities that is unfunded and 44% do not. Thirty-four percent of the fiums have
unfunded vested liabilings amounting 1o 26% or less of their total vested liabilities. 17%
have unfunded vested habilities of between 26% and 50% of total vested liabilities. and
4% have unfunded vested liabilities that account for more than halif of their total vested
fiabilities. s

Unfunded vested liabilities occur least frequently among smaller companies Sixty-
three percent of the firms interviewed with 2.000 employees or less report no unfunded
vested labilites. while the same claim is made by a smaller 41% of firms with between
2.000 and 10.000 employees. and 33% among firms with mose than 10,000 employees
Also, the percentage of unfunded vested liabilities is lowest for companies whose total
plan assets are less than $10 milkon. and second lowest among tirms with relatively large
penson funids of $250 million or more. The lighest incidences of compames with unfunded
vested pension habilties. and of ccmpames with the highest percentages of unfunded
vested habiliies. are found among companigs whose pension plan assets are in the middle
range of between $10 and $249 mitlion

.
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Tebdle V14

PERCENTAGE OF COMPANY'S UNFUNDED VESTED PENSION LIABILITIES
(Asked of business leaders) ‘

Q.: What percentage of your company’s vested pension liabilities are unfunded?

—— TS
Nty OF Bmotoyess. o 040 -
| ord

TN T e Then  Millen  Milen &
O % han [ Tolld Tolt®d .

totet e 000 Withion Miitlon. e  Oclisre

(umber of rospondonts) o ) Y M I T I
%.. * [ Y % L Y [ % [

None 4 63 4@ & 67 & ] 2 © -
1-25% 34 2 ar 41 24 35 3» 42
26-50% 17 13 14 21 8 20 24 13
51-75% 2 2 2 4 - 2 8 2

© 76-100% 2 — 6 1 - s 2 2 .

There is a considerable concem about unfunded pension liabilities within the business
community. Unfunded pension liabilities — understood to be the aeccumulated costs of
all prior service not yet funded — are believed to be a major problem afflicting private
pensions in this country by 27% of the business leaders interviewad. Another 61 %.bellove
unfunded pension liabilities are a minor problem, and just 8% say they are not & problem
at all. \

More than anything. executives’who feel unfunded pension liabilities are a mejor
problem are oonce&sed about the danger of future financial difficuities (13%) and that the

benelits for employees are not secure (11%). More than 8 out of 10 executives foet that

untunded pension liabilities present only a minor problem. This is because, they feel,
most pensions are adequately funded (28%), and the liability will be worked out 1. “me
{16%). Eleven percent feel the problem has been infiated. Finally. the consensus among
those who do not view unfunded liabilities as a problem is that most pensions are currently
adequately funded and that the liability will be worked out in time. .

Table VI8 !
WHETHER UNFUNDED PENSION LIABILITIES ARE A PROBLEM
(Asked of business leaders)

Q.. In the past few years. unfunded liabilities have received a considerable amount of
attention. Generally. do vou think unfunded pension liabilities are a major problem athicting
private pensions i this country today, a minor problem, or not at all?

Totel
(Number of reepondente) [ 3531
%
A major problem ) 27
A munor problem 61
Not a problem at all 8
Not sure 3
]
60
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Table V-8 : . N
UNFUNDED PENSION LIABILITIES
(Asked of business leaders)
Q Why do you fee! that unfunded pension liabilities are - .
& A
(Mumber of roependonts: 312) Problam  Probiom ma
¢ % % %.
Companes hitve nbligations larger than assets 1 8 .3 -
Danget of future Lnanciat ditculties ) 13 1 -
fanahis not secure nn fuarintes employee will
aet benents 1 4 —

¢t frcause of ntiation 3 1 -
PBRGE man abligation . - -
Most prensions are adequately fundex 1 28 T2 *
Laability will be worked out in ime .- 16 3
FRICA e antee 3ULANCE IOSSENT labdity ° 8 t
Praniem has been infiated . S N 2
Angegeiteot et batihties 1s not great . 8 1
Ait othes L. e —
NAt syre -
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Obaervation:

A company's abdily 10 meet its luture pension obiigations and the sigmifi-
canice of the ‘untfunded labulity prodblem ate extremely complex 1Ssuyes
mat tost on 1 aumber of erenomic contingencies and actuanal assump-
rors amg whieh ne beyond the scope of this report However, 1t is cleat
that untunded pension «itulties are a problem ol some concern to the
Amernican busmness commumly Business leaders are not alarmed — many
fe0i the probiem has been overblown and that the habidiftes will be reduced
ty better nvestment pertormance and amorhzation over a number ot
ved s Bud g swoable percentage a:e worried about the eftects ot untunded
210N Bk lhed UpOn et OWn CoMpany
I anythng the ceslits, pomnt to a stark inconsistency between what the
Menf g Phes 0 ao0m gty mmnent CHsis facing penston plan bene-
Feepion gt the moce costraned views of the business communtty It
retooves. Do, et gavernment reQuiditors. and tthe  business
commytnty Y turthe: ovirrene the ivrcoved problems associated with

Mote than half the teaders interviewed say unfunded pension liabilities are & concern
tor their company L ~funded pension habilities are a major concern for 16% of the com-
pames ncluded n the sampla. a Mmnor concern for 38%. and not a concern at all for 456%.

Preaictably. the targer a company's unfunded vested hability. measured as a per-
centage of total vested liabilities. the greater the concern about unfunded liabilities. A
sizeable 40% of those in firms with more than 25% vested liabilities unfunded say that
such habiliies are & major concern Unfunded liabilities are a minor concem to another
42% of the exetutives in this grouping interestingly even among companies that claim
to have no untunded vested habiities. 3570 asre somewhat concerned about the unfunded

61
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unfunded pension Kabilities, and 10 provide a clearer perspective on what
effect those problems may have on the financial stabilly of.
Ametican business and the economic security of future retirees.
mmurommmwwmmmmtm
©  (Asked of business leaders) .

. Q... Would you say that unfunded pension liabilities are @ major concem for your com:
pany, a minor concern, of not a concemn at al? - ‘

g Vokod inhioe
-0

tMomber of Fespoadentiy o R~
o . S .

_Mator'ootmm - 16 ? 13 40

Minor concern 38 23 54 42

Nota concern ) 48 68 3 19

. Not sure ; ERRC 2 - -
Atiitudes Toward Soolaily Desivabile tnvesiment Polloles ° S

Another concern that has raceived considerable. public attention recently has been
the question of whether or not pension funds should be invested 1o achieve political o
social goals as well as economic goals. ¢ )

By 66-19%, business leaders feel pension funds-should be invested wherever they
bring the largest return, regardless of the social policies of the companies of countries in
which they might be invested. ' o )

Employees covered by privaté pension plans are nearly evenly split on the igsue. This
question was asked of pension plan participants in two stages. First, they were asked,
“Which do you think — that persion funds should not be invested in gompanies or coun-
tries with socially undesirable policies, or funds should be invested wherever they bring
the largest return?” In response, 41% favor investing funds wherever they bring the
largest return. while a 47% piurality feel that funds should not be invested in companies or
countries with socially undesirable policies. : . N

Next. respondents who felt pension funds should not be invested in certain com-
panies or countries were asked whether they would still favor withholding such invest-
ments if it meant a lower return on the investments. which would in turn mean fower
pension benetits for them. Here a surprisingly nigh 84% claim they would still tavor with-
nholding investments from socially undesirable companies of countries. and only.8% atter
therr view. with 6% not sure. This leaves a, total of 38% who support socially desirable

funding policies. and 45% who feel funds should be nvested wherever they bring the -

largest retum.
. ]

Observation:

The question of socally desirable tunding policies 1s & atent but poten-
tatly powertul issue that may become more pubticly salent in the future.
A substantal minorlty ot those covered by private pensions - people
hkely to be hurt by poor investment pertormance — are strongly opposed
to nveshing pens-on funds 1N COMPANes Or countries with socially unde-

62 -
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¢ sirable poiicias. Even it it megnt iower benelits for them, the overwheiming
. majority of this group woukd stili favor withholding Tnvestments from certain
{ companies or countries. Though it 1s unirkely that thete will be agross-the-
: +board demands for socially desirable tunding policies. business ieaders ..
. shouid not be surprised 10 encounter sporadic instances of stifl opposition
to investing in companies oOr ‘countries whose policies are pcmculaﬂy
antithetical to various subgroups in the popumlon

Teble Vi-8 , .

l WHETHER PENSION FUNDS SHOULD BE {NVESTED IN COMPANIES OR
COUNTRIES WITH SOCIALLY UNDESIRABLE POLICIES

‘ (Asked of employees covered by private pension plans and of
. business leaders)

Q.. Some people feel that pension funds should not be invested in compantes or countries
that practice certain types of socially undesirable policies. like Rhodesia. Others feel that
pension funds should be invested wherever they will bring the largest return. regardiess
of the policies ot the companies or countries. Which do you think — that pension funds
*hould not be invested in compames or countnes with socially undesnrable policies. or
funds should be invested wherever they bring the largest retun?

Q.: How do you feel about where pension funds should be invested — that pension funds
should be invested wherever they bring the largest return. or that funds should not be
invested in comparues or countries with socally undesirable policies?

Petunte Totnd
Ponslon Pian . Susiness
Participante Leadors
(Number of r9opondents) : | ey [
3 3
Fund should mit be invested in companes/ countins
with socally undesable policies 47 10
Funds sncyld be invested whesver they bing the
larqest 1eturn 41 66
Naot sure 10 18
Table VI-9

WHETHER FAVOR WITHHOLDING INVESTMENT FROM CERTAIN COMPANIES
OR COUNTRIES IF WOULD RESULT IN LOWER BENEFITS
(Asked of employees who believe funds should not be invested in companies
or countries with socially undesirabte policies)

Q Suppose not investing in certain companies or countries meant there would be a
lower return on investments that couid mean lower benefits to you In th's case. woulu
" you 8till favor withholdiag investments from certain companies or countries. or not?

Total
(Number of respondents) (270)
L3
Wouid sttt favor wathholding -
nvestments o4
. Wautd not el fay ©7 wirtdnld-nig
LB nerts 3
* Nt Lure #
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CHARTERWI: .
PRIVATE PENSIONS; SOME POLICY CONSIDERATIONS

.

Employess’ and Retiress® Attucies on Characerieiits of Penbion Plans

Current and’ retired empioyess have ‘some strong ideas about the importance of
vanous features of a pension plan; S0 100.d0es the business community, and more often
than not the two groups have notably different views. : .
« Respondents were asked about the importance of several characteristics of pension
ptans. including survivor benefits. portability, the nght to receive vested-benefits. benefit
guarantees. the provision of enough income to.maintain an acceptable standard of living

after retwement, and the providion of benefits that go up with the cost of living.

To current and retred employees. by far thé most important of these characteristics

is that the plan have benelits that go up with te cost of living. A significant 66% 'list
this penston plan charactenstic as extremsly imoortant, and another 27% call it very
smportant. Current and retired employees are also deeply concerned about being’ able
1o recewve the benefifs for vhich they are ehgibie. regardless of pension fung investment
performance. Sixty-one percent feel this 15 ath extremely important characteristic to have
in therr plan Alsg high on the list 1s the prowision of survivor benefits, mentioned as
extremely important by 56% of those mlerviewed. Other features are of less. but -still
considerauie mportance tu people in the group They would prefer a pian that provides
‘enough money for them to mamtain the sama standard of iving as before retirement (47%
extremgly #nporiant). a plan that permds them to collect vested benefits if they feave work
pefare retirement (43%). and a plan that permits them to transfer accrued benefits to
another penston plan if they change empioyers (39%)

When asked which tWo or threg of these features are most impontant 10 have i their
ptan cutient and retired employees rhrast trequently mention cost of living benefits (68%)
and the pravision of enough maney 16 matain a pre-retirement standard of hving (46%}.
followed by survivor benefYs (38°x and benefits that are qguaranteed regardiess of fund
svestment porfarmance 133%;)

Damends far pension penafits that increase with mflation and the cost of living are
hkely ¢ -qot ~teonaer aned louder n hd fgture  Among retirees who fecewve company of
rson peresea benetts. just 30% safdthey have recewed cost of tving increases and
V6L Ly they have nut Moreoor, amang those who receve cost of Lving benefits. nearly

e et 1307 a) tecawnd thae ¢ 1St cosit of hving increase between one and five years aqo

Observation:
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'y . _Table Viki '
IMPORTANCE OF VARIOUS PENSION PLAN CHARACTERISTICS
{Asked of current and retired employees)

" Q. I'm going to read several characteristics of pension plans. For each. please tell me
how mportant you think st is that a pension plan have that characteristic — extremely
important. very important, only somewhat important, or not important at all.

) Estremely Yory - OSomtwbat # W net
* % %

That your pension benehits wilt agup as the
cost of living goeg up 68 27 5 1 H
That you are quatanteed 10 reCéive the pension
benets you are eligible for. regardiess of
what happens to the pens:on fund snvestments

modeovertheyﬂersvouhevebnen ng 61 - 3 4 1 3
#hat your pension provides survivor benefits . .
for your apause 10 C1se you die 56 27 7 ? 2

That your pensan peandes. enough monay tor
yorg 1y repntain the came standard of living .
a5 before your retirement 47 37 13 3 !

Once you have quatified for Some pension
benehts with a parhcutar omployer that you *
are able to coliect these beriefits
you retee oven i you work for
another omployer befare retirement 43 36 1t 5 5

Onco you have quahtied 1ot some pension

© benets with 3 particutar employer. that you

130 able to traynsfer those beagtts to another .

prerston blan it you change employers 39 35 13 8 5
That your prnsion provides less money thn

Whoen yiu W srked bt eanugh far youto .

mantasn an accepable standard of Iving R . 40 7 6 L

65
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MOST IMPORTANT PENSION AN CHARAGTERISTICS

. (Asked of ourrent and retired employees)
Q.: And which two or three okthese characteristics I've just read would you say are the

most important 10 have in your pension plan?

(Wumber of soapondonts)

That your pension benefits will go up as the cost of
fiving goes up )

That provides enough money tor

° mmmmdﬁﬁngabe’&uo

your retirement

That your pension provides survivor benedits fot
your spouse in cese you die

‘That you are guaranteed to receive the

pension
benefils you are eligible for, of what
e e bl o aitans mese
ovet the years you have been working

That ovides 1688 money than when
yozow Mﬁ”n?mwmm for you {0 mamtain an
acceptable standard ot living -

Once you have qualitietf for some pension benefits
wilh a particular employer, that you are able to
collect those benetits when you retire, even if you
work for another employer before retirement

Once you have qualified for some pension benetits

with a particular employer. that you are ableto
transfer those benefits to another pension plan if

you change amployers
None
N Not sure
*Lass than 0 59+
. Table VII-3

WHETHER PENSION HAS COST-OF-LIVING INCREASE PROVISION®
{Asked of retired employees receiving company or union pension benefits)

Yotoh

(1009
)

88

&

16

‘

Saede e TSN
o N .
.

Q.: Does your péns:on have a provision 10 have the benefits increase as the cost of living

ncreases. or not?

Tols)

(Number of respondents) {189)
‘

-Has prov.sion 30
Dnes not Pave provisIon 66
Mot apen 4
e g g pyge g a0 0.
. e eaae. e e,
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Table Vii-4 5

TIMEOFLASTINCREAQE )

(Aommnummmmmmmmmm : g
company of -union plan)

Q.: When was the last ime you received an increase — within the last 6 months, € months
to ayear ago, 110 5 years ago, ar more than 6 years ago? ‘ . ?
s .

(Numbor of rospondonts) o) )

-
‘Within the last 8 months 33

6 months to 1 yeat ago 30

1 to § years ago 30

. More than § years ago 3
Not sure e *

Business Loaders’ Attitudes on Desirable Characteristics of Pension Plane . o

Business leaders consider cost of ving benefits to be far less important than do
current and former employees. Only 13% of the leaders feel that having pension benefits
that go up as the cost of iiving goes up is an extremely important characteristic of a
pension plan Thirty-eight percent rate this characlerigtic very important, but a sizesble
47% say it 15 erther only somewhat smportant or not smoortant at all. Also, while this
feature ranks tst in imponance among the employee group. it ranks only sm among
business leaders

The leaders interviewed feel it i3 important that an employee be guaranteed the
benefits he 1s eligible for regardless of investment performance (46% extremely important),
and that once the employee has qualified for benefits. he will be able to coliect them when
he retires even it he has changed jobs before retirement (46%).

' Somewhat surpnsingly. business leaders share the employee concerns about sur- )
vivor benetits. rated extramely important by 43% of those interviewed. But business 3
leaders and current and retired employees are aqain at odds on the question of the amount
of money that should be provided thrqugh a pension. Business leaders would prefer
that 4 penwan provide 10ss money 1o a rotree than when he worked. but enough for him
to mainta.n ar acceptable standard of kving (35%) However the employee and retiree
groun wowd frefer thaf 3 pens«wn rowde enough money for the retiree to mamtain the
same standard of vag as before rotirement g featute that 1< listed as extremely important
by only 1124 of the business nades interviewed

Lastly portatabty has a mteely fow prcnty, amenag current and retired employees
though it - 1018 10 be extremely unpnartant by 3 ubastanbal runonty (3995) It also receives
@ lew prianty in the business commurnily. where i 15 petcewved to be extremely ipportant
by a sigruhicantly wwer 8%

Observation:
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as a mandaloty part of 8 pension plan are two entirely different matters.
and the results here siunply do not,perrmit an assessment of business's
nosition on the matler As for employees. it s clear that they leel sur-

vivor benehts ate & mattes of greaf impoHance

The .nost impottant ;Ssue 101 empiocyees however. -s the probiem of inlla- -
tron. As 1t 1§ currently pianned. the ERISA improvements Act does' not
deal with inflatidn or address employee deémands lor benehits thal increase
with infiatron and the cost of iving Yet the problem is not gong 10 go
away® m facl. it 1s hkely to become the number-one source of dficuities
for pensions in the years ahead Bustness teaders are also deeply con-
cerned about ntiation Though they claim that cost of iving benefits are
relatively unimportant teatures of pansion plans. s 15 not because they
topl they ate ummportant per se Rather they are worned about the

costs that cost ol iving nenelits would entasl.

Uniess the public debate 1s turned more directly to the probtem and
unipss efforts are taken (o heip fulure retuees successtully combat infla-
tion the problems peng agdressed by the ERISA improvements Act will

«pem small compared to what hes ahead

Table Vil-&
BUSINESS LEADERS' PERCEPTIONS

OF IMPORTANCE OF VARIOUS CHARACTERISTICS OF PENSION PLANS

{Asked of business leaders)

Q I'm going to read severalgharactenstics of pension plans. For each. please telt me
how important viu think o i€ that a pension pilan have that charactensic - extremely

wnpostant very anportant, only somewhat smpottant, or not important at ali

Entromely

veory Somowhet Not
{Homber of tospondents 212) tmporiont  impociant tmportant  Imperiant
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Caiculating and Distributing Retirement income . '
Findings throughout this survey show that there 18 a smalt but substantial minofity
of cutrent and retted employees who feel that retirement incqme should be based on
_ an mdwiduai’'s need regardiess of fow much he or she made vetore retirement. When
asked ety 8% of the curtent and tenred employees and 5% of business leaders
peheva that tetrement mcome shoula be based on need However. 58% of the public
‘and ar overwhetming 90% of business leaders feel that retirement, income should be
sl o e amoant o mongy made and the amount of tme worked before retirement.
Table Vii-6 .
PREFERENCES FOR RETIREMENT INCOME ELIGIBILITY REQUIREMENTS :
{Asked of current and retired employees and of business leaders)
O Wree: o v sotees 10 V0L Hunk then retirement income should be hased on .
the ie-ant o mang, *hoy, made and how long they waorked before retirement. or on -
M e | ensgagiees, oF baw mouch thoy maide betore retirenent?
Totsl
Curremt Totn
And Retired  Businese
Smployess  Leaders
1Number of respondents) (184 @210
~ ~ »
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Yable VH-7
PREFERRED DESIGN OF PENSION PLAN
(Asked of cutrent and retired employees and business leaders)

Q In terms of government policy toward pension plans. do you think pensions should
be des:gned to give a small amount of maney to as many people as possible. of t0 give
an adequate amount of mongy 10 @ smailer number of people who have tonger service

with an employer? !
‘ X Yols) .
. Cument Yots!
And Retirod  Businsee
Smployess  Leaders s
(Number of respondents) 0000 (09
. % %
et g BTl S LNy 7 ®
Citve I atecuate motnt 11y 5 s dies number
Whies Rayes e BETaCe 48 79
1t depends 1% 1 »
N dte 11 R

When ¢ comes 10 the itade-off belween small pension benefits that are guaranteed
and larger benetts which are not guaranteed. both current and retired employees and
business leaders would opt for a plan with guaranteed but small benetts

By 75-6%. cutrent and retired employees say they would rather have a pension plan
that prove’as smaller benehts they are guaranteed to get. rather than a ptan with larger
benehis that are not guarantoed. Filty percent of the leaders interviewed have an accurate
understanding of therr empioyees™ preferences in this regard. while 33% feel that a ~
majonty of thesr employees would prefer a plan with larger. unguaranteed pbenefits °

A plan with small, quaranteed benefits 1 also the type of plan preterred by business
teaders for their company Fity-two percent say they would prefer such a plan, compated
with 27% who would preter a plan having larger unguaranteed benefus Preterences fot
plans with smail. guaranteed benehts are strongest among smaller hrms. though neatly
half the leaders interviewed would prefer such plans. regardiess of the number of workers
employed by their firm t

~
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Table Vii-8.

PREFERENCE FOR PLAN WITH GUARANTEED SMALL BENEFITS
OR UNGUARANTEED LARGER BENEFITS
{Asked of current and retired empioyees and of business leaders)

. Q.: And would you rather have a pension plan that provides small benefits that you are
guamgteed 1o get. or a plan that provides larger benefits that you are not guaranteed ”
to get

Q.: Which do you think a majority of your employees would prefer — a plan with guaranteed
smau benelits, or a plan with non-guaranteed larger benefits?

Totsl
Curront Tetst
And Rotired  Dusiaees
[ Employess  Loaders
(Number of recpendonte) ) )
% %
v ' Small benehts % 50 .
., o *- . Larger benefits 6 33
. It depends (vol 8 7 .
* Nesther (vol.) 7 5
‘e Not sute 4 s .
* Table Vil-9 .
¥ PREFERENCE BETWEEN PENSION PLAN THAT GUARANTEES SMALL BENEFITS
* OR LARGER BENEFITS NOT GUARANTEED
-, (Asked of business leaders)
Q. And would you rather have a pension plan for your company that provides small
benefits that employees are guarantoed to get. or a plan that provides larger benetits that
. employees are not guaranteed to get?
P Number Of Empleyese _—
2400 2001 Moo
or To Then
Totel Less 10,000 10,000
(Number of respendente) ) ) 0 )
% % b ) %
Small herotts 6 “h 4 48
Legosgor pannfatg a7 * 1 R Pty 33
Hagopotnt vt , . 8 [}
Not oot il 1 e 11 [
. TRt e > 2 3 g
integrated Benefit Formulas

Integrated beneht formula: by wheh the amount 4 persLon will toceive tram Secial
Secucty 15 taken mita anoount when detertuung the aise of e pension tenehtys e mut
with QPPOSING views by business leaders and cutrent amg retred employees. By 17 22
a majonty of business joaders, foel that Soncial Secunty penehis Should be taken mto
aceount when determinng the su of 4 pension benefit. But by 55-37%  a majonty of
cuttent and rehired empleyees Peheve that Socal Secutity benetits thoughs not be taken
MO accuunt T view 1 Holed Mmotes stronaly by e coveled by privatte ang rabhe
pens-Ln p.ans
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Table Vii-10

ATTITUDES TOWARD INTEGRATED BENEFIT FORMULAS ' t
(Asked of current and retired empioyeds and of business leaders) -

Q When the sze of the benefit that 3 person will receve from a pension plan is being o
geterrenad 10 yo Nk e arount they will receive from Social Secunty should be taken
100 account or not? :

o DewienPancowenge T

\ Andfeted ~ Privele Bl - Not  Buiness

Employess Pon Pion Covered Lendere

{Number of reapondenis} oy el 8% oy, o
“ 4 % ~ Y
Tretane e ‘o B 28 3, 77
sy 55 60 67 53 22
LIRS 8 5 5 7 1

Portability .

Tty o eem g 0N RS MR VRN O 1D rnow therr cension benefits should be
Gy et e gt 1o b3 Det e selrement. put they clearly do not favor transferting
e e U000 g orrmen fest aciount A narrow 3420 plurahty feel that their accrucd
s At R g Po hept 4y e oraqindl pension plan and the pbenefits paid out when they
po e Teear, e parcart o 47 pendar 1Rt the mgney de transterred to 3 separate agcount
ctmge aan a4 IRA Gn pacd 16 them whofl they retire An alnost equal 28% would
Pt i3 sea saney B0 transterred to ther new pension plan. .

T, 3 e o0s b0 almost gyenly 00 1hese three Proposals they are virtually
AR e e e o Lgnnon for 'ne idea of having ther benr “1s helo by the federal
grasemaeet sers e catrapignt Qmly 2% indicate a preference *or this proposal

A Speddeee Lt etoud et 3M0NG e LuSNess community where 72% would prefer
P e S Gt e enal pension plan and paid out when the employes
et g sete Lpiie e, ofe-de i) the gredler the assels in a company s nensfon pian.
S e e e g, bl oetos thea giteentve Amang frms with pension plans
e w05 e e Ts ey e wmai but substantal nunonty (27°%0) would
Prete gt e ettt s e g g e, Ingvan werk betore retirement be

b gt g et b e e e 1A SR 4 B5S mapenty of those with under,
Sy ey e R A S USRI LR AR LT heset iy the Oonrpnal

v

d,ﬁ"*ga'
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agre oy mles



18 - .

© Tablewmt '

PREFERRED MEANS OF MAINTAINING, BENEFITS IF CHANGE JOBS
(Asked of business leaders and thoae ooverod by private pension plans)

Q When you change fobs. there are several possible ways to maintain the penston
benefits yoy hive earned Which one of the ways on this card would yoyrate: to be used
to maintain your benelits f you change jobs?

Q. As you 5w When employees change jobs. there are several possible ways to main-
tain the pension benefits fhey have earned. Which one of the ways on this card would
you prefer to be used to mantan gmpjoyees’ benefits if they change jobs?

Corrent . Business Leaders .
Employess Pension Pien Assots
Covered L $10 iid
o Then Nilion  MNon 290
. Ponsion $10 Tods9 TefsRes  Wilion
Pn Totat Miilon  Milion  Milien  OrMere
{Humber of respondents) o8} 209 ] o on -
“ % % % % %*
LU RN N LR TR T SR AP A A
ORI R LR R AR B I BT
LRSI "o kL ” 56 7% 76 80
Trovegee, « o H"' LR LA TS RER A I 15 1] -
RIJERTLL AN FY I F YN T RIS V. 31 )!
Fvogeengar ¢ &e et s e gty frete 3t 14 i 13 10 9
T".o [T | bgeooigft o, ey L4 M
carged? B ) m . 0N 12 1o, 12 7
L A E ST LR T AR
L S N L BRE A RIRY 3 2 1 2 - — 2
MR 5 2 4 2 2 2
1]

Contributions and Individual Retirement Acoounts

Ctrent g f '.'-'-mq aployens were asked whether they would favor a change in the
P LIS ST WORNL LI R ;wm;c empinyens 10 conttibute to pension plans at work and

S R S U 3 dnem taugeey! Wases unhi they retire Nearly half (49%) would
foeoor oY n".r'-:-- s e L0 Lhe W' 287, ¢hsabntove of the change Seventeen
[REARE A ISR I

Tres poge g e b g ot o the husmess community. whete 89% say
Wy st e P e St B 3bduChible employen contnbutions to pension
PR a TR Ly e e L Sgaengaaes, Cons ey s ptoenosal s that the

e see ot cae g N ten gy e T cept Contntegtaon 1O the cmptoyees

g 3 e Ry, ceet g et ederee nter ewedt o ot favor nmk.nq such
e s cte g e e eetge s Th g e g ey D0, g o) S0 thE T A g way to

:
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Tabdle Vil-12

APPROVAL OF LAW PERMITTING EMPLOYEE CONTRIBUTION TO PENQION PI.ANS
(Asked of current and retired employees)

Q: Right now Congress is considering new laws that would permit employees to con-
tribute to pension plans at work and deduct their contribution from federal taxes until they
* retire. The advantage of this measure is that it would permit employees to save more for
retirement than they are saving now without paying full taxes on the money. The disadvan-

tage is that the employer migh} expect the employee to pay more than he is paying now,
.80 that the employer can reduce his own contribufion. In general. would you approve or

disapprove ot such alaw?’ . o
Total

(Number of reapondenie) (_1_:__1)

¢ . Approve : 49
Disapprove 28 ]
Nesther 8 >
Not sure 17

Table Vii-18

BUSINESS LEADERS ATTITUDES TOWARD PLAN TO PERMIT EMPLOYEES
TO DEDUOT CONTRIBUTIONS TO PENSION PLAN FROM INCOME TAX
(Asked of busingss leaders)

Q Rnght now Congress is considering new laws that would permit employees to con-
tribute to pension plans at work and deduct their contnibution from federal taxes until they
retire. In general. would you approve or disapprove of such a law?

Tolol
(Number of reeponsents) 23
Approve 83
Disapprova o
Not sure ¢
wmathangge T
Table Vil-14 -

BUSINESS LEADERS' ATTITUDES TOWARD
MANDATORY EMPLOYEE CONTRIBUTIONS TO PENSION PLAN
(Asked of business leaders)

Q It such deductons ware petmittnd would you favor making employees’ contnbution
mandatory tu help cover the cost of providing pension benefits or not?

Totel
(Number of respondents) @
%
‘Naurd favr 23
Worgle net ¢ gyr 7%
ot atate 2
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Ancther piece of legisiation being considergtt would .periit employees who are
coverdd by a sompany or union pension plan to §iso put the money into:thejr own Indi- -3
vidual Retirement Account. The money would be exempt from taxes until retirement. e

" Such a change in the pension law would be weicomed by current pension plan par-
ticipants. Thirty-one percent of those currently covered by a private pension plan say '
they would be very likely to contribute to their own retirement account and another 28% '
would-be somewhat likely to do so. Thirty-one percent say they would be unlikely to open
& retirdémant account in addition to their company pension. =

The law would also be welcomed in the business community. Eighty-eight percent & .
of the leaders interviewed say they-would approve of such a law while only 9% would
disapprove.

Obsetvation: T .

Both the business community and employees are strongly in tavor of
_ empioyee conjnibutions to pension pjans. These include contributions

to company pians at work and.contributions to indwvidual plans in addition

to the employees’ company plans Permutting such coniributions would —

seem (o be an excellent way of helping today’s employees f,ghl the hinan- * I
¢l pressures they wilk face when they retire. )

Yable ViI-18

, LIKELIHOOD OF OPENING PERSONAL RETIREMENT ACCOUNT IN ADDITION TO N
EMPLOYER OR UNION PLAN
(Asked of current employees covered by private pension plan)

Q - Suppose the pension law wers changed. and,n addition to your employer or union
pension plan. you would be abie to put some of your income into your own retirement
account. You would pay no taxes on the money that you contribute but you would pay
taxes on the money you would receivé after you retire if the pension taw were changed
in this’way. how likely would you be 10 open yoyr own retirement account — very likely,
somewhat Iikely. somewhat uniikely. or very unhkely? '

-

.

’

-~ . Ponsion Pisn &
NN Yorat
(Number of respondents) 92
L)
Vecytaey B 3
St beely oo,
. RELY LR LRI T ’ 12
. 3
YOy bty . 19
tdneend; 4 .
AR N 5 . :
- .
\
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. BUSINESS LEADERS' ATTITUDES TOWARD
PERMITTING BOTH PENSIONS AND TAX SHELTERED IRAs .
’ (Asked of business leaders).. ' ‘-

Q.- Suppose the pension faw were changed and. in addition to their employer or union
pension plan, employees would be ablé to put some of their income into their own retirg-.
ment account. They would pay no taxes on the money that they, contribute but would pay
taxes on the money they would receive after retirement. Iny general, would you approve
or disapprove of such a change in thé pensiqnlaw? e :

-
.

(Mumber of sospondents)

Drusapprove

It depands (voi }

Not sure

‘aistrano Rl T
Private Pensions: Detined Benefit or Defined Contribution ) -

After heanng a description of a defined benefit plan and a defined contribution plan
cutrent and retired employees were asked to rate the plans and indicate which they would
prefer 1o be covered by. In lodking at the following tables. it should be understood that
the results indicate little moré than their initral réaction to the various advantages and
disadvantages of each plan and are not strongly held atttudes. Concepts such as dehined
bemefit plan and defined contnbution plan are complex and relatively unknown 10 the
public, and one cannot expect to recewe a well-thought-out response. Nevertheless, the
resuits do provide a useful assessment of the gut reactions of current and retired em-
ployees to each funding formula ) .

After heanng the advantages and disadvantages of both typaes ot plans. respondents
are more favorably nchned toward defined benetit plans than defned contribation plans
Defired Lenehit plans receve a 49-41%; positve rating. while detined contribution plans
recewe a 51-38% neaative ratny And by 45 335 the working pubhc and retirees in the
sample wou'd prefor 19 have g dobned benelit plan over a detined contnibution plan.

e -
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: RATING OF “DEFINED BENEFIT PLAN" '
) :  (Askedof current and retired employees)

Q.: There are several ways that employers can provide retirerrent income to their em-
ployees. In one of the ways, called a "definéd benefit plan,” the benetit that employees
will get when they retire is set in advance, and the employer uses statistical estimates to
determine how much to contribute to the penaion fund each year. The advantage of this
plan is that the employees know how much, in dollars, they are going to receive when they
retire regardiess of investment losses. The disadvantage is that the employee does not
get any additional benefits from good investment results. In general, hew dous thig type

of plan sound to you -—,axcellent, pretty good. only fair or poor? .
Totet
Mdm ) ﬂ?&
Excellent 9
Pretty qood . 39
Only fawr ) 4
. Poor 9
. M Nnt sure 10
. . o . ’
! Pesdive 49
. Megative . e ot
' Table Vii-18 ' .

RATING OF “DEFINED CONTRIBUTION PLAN"
{Asked of current and retired employees)

Q. In annther type of nian called & “defined contribution plan,” the employer's yearly
contribution 1o the pen:uoh fund 1 set i advarce as a percentage of the employee’s pay
The employer puts the meney snta an ind:vidual account for the employee. and when the
employee retires he recetves all the muney n the account including qvestment results.
The .w«antaq('- S thee plar ot it the emmployue has o separate accourt of his cwn. and
“he can benetd trom guod vestment tesults  The disadvantaade 1 that the mvastriient
resuits may bo pacr = the benehis are Tkely o be smatler than in ather plans, because if
an empinyee S Galgy 0 enat shen he first o et watkma o of he f.m{m:‘ the plan at an
ofder e anly a e e LTl 000 Wt Pree et By the et In aeneral, how does
thig tygwr Of Pl ued Ty enenliont gaetty S anty R o g oot?

Totsl
(Number of respondenis) (16%0)
%
R SR L t
e, 10 "
tie gty K
(208 L3 .
e e w
[ L %

17
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o QR “DEFINED CONTRIBUTION PLAN" -«

- _ (Asked of ourrent and retired empicyess)
Q.: Now. ‘of the two plans | have read — mdeﬁmdmontplmmdma«mw
mm~mmmdwmdmmwmmm7

ot ¢
Mum ‘“'i‘“.
. Defined benefit plan s
. Detined contnbution plan <}
Neither . ]
Notm 14

. Employersfeelmuchmorostronglythanemploym the advantages of defined
benefit plans for employoes. By 73-18%, emplayerstoelthataddimdbuioﬂlplmh
better for employees than a defined confribution plan, o .

However, employers are not quite as certain about which type of pian is oefter for
their company. Forty-nine percent feel a defined benefit plan would be best for thel
company. while 41% have the same view about defined contribution pigns.

Table VI-20

WHETHER A DF.FINED BENEFIT PLAN OR A DEFINED cONTRIBUTION PLAN
IS BETTER FOR EMPLOYEES .
(Asked of business leaders) .

Q.: What type of plan is better for employeas a defined benefit plan or a defined con-
tribution plan?

E

4

¢

) Yool
titumber of respendents) q%u
Detined benefit 73
Detined contribution 5
’ . Nerther (vol ) ‘ .
: Not sure 9
’ -
Table Vii-21 .

4

WHETHER A DEFINED BENEFIT PLAN OR A DEFINED CONTRIBUTION PLAN
iS BETTER FOR COMPANY
(Asked of business leaders)

Q. And which is better for your company — a defined benefit or a defined contribution
plan?

m ot m
2,000 2001 Wore
Or To Then
Totst Lase 10,000 10,000
(Number of respondents) $208) 1) [ ) %)
% % % %
Dotined benetit 49 51 44 52
Detined contnbution 41 k] 48 42
Neuther {vol ) 2 3 4
Not sure 7 13 8 2
1}
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: EMPLOYEE OONTRIBUTK)NS TO PENSDN PI.ANS

%‘"—" . ¢
Businoss Loader Outiok on Pension Costs - . R
S inflation, demands for iicreased benefits, poor invesiment performance — — all these T
: are faclors that are-sure to push up pension costs in the future. Two out of every three e

mmmmmmmaummwmmmmmwm

. increase as a percentage of pay in the future.’ B
E Regardiess of the size of their firm, well more than half the business leaders feel M4

lheteasammmmuwotawmoamoncmmwfmm However, the chances
for an increase in pension costs are highest among the largest firms, among whom 70%
...+ cite a strong possibility of increasing costs as a percentage of pay. it should be noted
* ~ here that on average. the firms in the sample contribule an annual amount equad 10-t1, 1%
of payroll costs.

Part df the concern amang business badm—ﬁﬁﬁm is fueled by
the understanding that. barring dramatically improved investment resuits.. .pension cosis.
will have to increase if liabilities are to decrease. Three out of every four leaders whose
firms huve more than 25% vested liabilities unfunded say there is a strang possibility of /
. +an increase in pension costs. A smaller but stil substantial 58% say there is a strong -

possibility ofincreased costs among those whose pension funds have no unfundod
bt vesied habilities.

' Table VI -/
+ POSSIBILITY OF PENSION COSTS INCREASING ..

AS A PERCENTAGE OF PAY
(Asked of business leaders) C

Q.: What 1s the possibility that your pension: costs will increase as a peroemwe of pay
in the tuture — a strong possibility. a shght possibility, or no possibility at all?

¢ hd Stumber of Employese Uniunded Vestos Lishiitties
- . m N e 1 More
e N Te T™he® . To Thes
. Totst ua 000 10000 None 0" "%
(Number of reependents) ae - en o) [ ) on (] K1
- - L % - - % -

Strong posselity 66 59 68 70 58 70 75 +
Sught posstbity P n o, 28 « 27 30 28 25‘

No possbibity at ak 4 10 3 2 9 3 -~ '

Notsute 1 ~ 3 - 2 — -’

Employee Willingness to Contributa to Pension Plans ) .
Part of the s:)lutnon to the projected ncreases 1n pension costs may lie with employees
themselvez A surpnisingly mgh 68% of those c-..rently covered by pension plans say they
would be willing to contnbute ot to contnr.ute more than they do now. to a pension plan
- it it mcreaserd the benehts they woukd recove when they retire. Twenty-four percent say”
they would not be willing to make such contributions. Thus. in general. it may not be
unreahistic to expect workers to begin to contibute more than they do now to their pension

It
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. . plan in exchange for increased benefits. Employee willingness 10 bute to their
- ponsionp)annsostoamghn%.amonghom!ymowmmmwmuym
) by a private pension plén. : L . LT
; Business leaders greatly underestimate thewr employees’ willingnees 10 contribute’ ¢ ;
to pension plans. Only 38% feel that a majority of their employees would be willing to
contribute or fo contribute more’ than they do now. while 54% fleel 8 majority of their -
. . employees would not be wming.} i ¢ . .
. WILLINGNESS TO CONTRIBUTE MORE TO PENSION PLAN . .
FOR INCREASED BENEFITS v )

" (Asked of employees covered by private pension plans and of business leadérs)

Q. Generally would you be willing to contribute to. or to contribute more thart you do
now 10 a pension plan if it increased the benefits you receive when you retire, or not?

Q- Generally. do ydu think a majonty of employees would be willing 1o contribute 0,0 ’
10 conirgbute more than they do now 0. yaur. company S PONSIoN i

benefits they recewve when they retire. or not?

Pontion Plon Porticipents Lowe
Smployment
Howly Tott
. Wego ol Sustness
> Totsl Werker  Salatied | Gwployed®  Lesders
* (Humber of respendenis) 3  vad) o [ e
. * % * % ¥
Waould oe witlng 88 (A 66 63 k]
» Wouiti "ol be aihng . 24 22 - 27 30 54
Not sure 8 8 7. 3
‘Depends {v¢t 3 x x A x 5
- ¢
i et a3t ee 100 and . .
o iasenscfert oS ¢
Employee Willingness to Accept Smaller Pay inoreases .
-
Employees are much) less willing 10 accept smalier pay increases in exchange for a -
Aarger pension than to make adaitonal conttibutions 10 their il 30% say they :
woutkd ba witlina 15 take a smaller pay mcrease while 49% would not Agan the greatest
measare of wehrqness on th's measre 1s found amaong houtly wage workers, who would
e wiing te arcent sma'lep pay irareases by a razot thin margin of 46-45%.
Business leaders are i marnes attine.d then enployaer” attitudes toward ac.
cophneg Anaaber faay ot reasen. than thay re about athitudes toward nereasing pen-:.«oh
pan cuntnttens By 88 Ho- snost erployers et that a maonty of their employees
Vet 4 nat e sl B take ~Inall pay ncrazes i order to get a largetr pension
L
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WILLINGNESS TO TAKE SMALLER PAY INCREASES FOR
LARGER PENSION BENEFITS s 4,
(Asked of employees covered by private pension plans and ¢f business leaders) “i
0.. Would you be willing to take smail pay increases n order 1o get a l¥lger pension, ";
or not? : - i :
Q- Do yau think a majority of employees would be willing to take smaller pay increases S
n order 1o get a largar pension, or not? " ! ) . :
‘ " pension Piun Purtisipents %
Smployment .
Hourty Total ’
Woge ol Businets - N
C . Tot! Worher - Solwied  Gmployed®  Leaden ¢
(Numbor of 100PsRgINIS) [ ) an a0y [ ) e .
o . L™ % %- o B - - % - _....::.
Weeand be aittng . ® W B 6 . =
Nt o weae g 49 44 6y & ‘88 ]
#p taygre ) 1 1} 1 . 1
Depends (ool % * « ¥ 4
v [ -

L A X B SIS Y WV PO BN

T e §otemp 0e . ' T
Benefits Desired in Exchange for Employse Contributions o
More than anything. employees would ‘be wiling 40 increase therr contributions to
thenr peasion plan if tne plan provided bonehts that increased with inflation and the cost
of livikg (74-16% withng) By smaller marging employees say thay would be withng to |
ncrease contnbutions it ther plan let them become: eligible to recewve bone'i‘s at an
earlior ane (61-27%).  the plan had 4 100% quarantee that they would regeve pensgion .
penefits (50-29%). and  the plan provided sutvivor benetits 1o ther spouse (58-31%).
Ruaness toadets underestimate ther emplovees’ withngness to contrnbute more to
thet peasaon plan on each of these patental plan provicions ‘The leaders are most closely
attndd to the athitudes ot thoeit smpiayee s on the question of cust-of-living mncreases .
Fitty tarcont of the naders tee s maonty of theae eiplayesy, we ild be willing to conttibute
to ther plan i sxcharrge fo - benefits that increase with the cast of hving, whie 32% feel
a iy o4 nat e wailling to inerease Lootetaton-. Bt this pravicion Onty relatively
sl ot oni@ges of the deders, torsl that enpspl e, wogld b wllng tooncease thewr
cOrrbhone, 1 ee tptige fo0 300y Gf thies cther ot e in, IRRTYS ) )
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: Table VIti-4 .
WILLINGNESS TO CONTAIBUTE MORE TQ PENSION PLAN- - °
IF PENSION PR VARIOUS FEATURES

(Aok‘ddmployo‘mby _mmmamﬂm)
Q. And would you be willing to contribute 10, or to contribute more than you do now, to
your pension plan if your pension (ITEM), or not? -

Q. And would & majority of employees be willing to-contribute to, of to contribute meré

. than they do now to, their pension plan if their pension (ITEM), or not?

. . . Ponsion Piun Purtieipents Business Lesders
(Wumbor of rospondonty) ) e . L) o
Not et Net  Provided Mot
. “Nisg Wiliag  Swe Wilag WEilg (wi) . See
Prowded benetits that increased with .
_infiation and the cost of living % M 18 10 80 2 s 13
L&t them BBeome afigidle 1 16ceivs . ' :
’ bonomutan.wﬂougo % 61 27 ‘1t 2 3%~ N -5
‘Had a 100% guarantee that they would ’
receve pension benefits % 60 2 11 13 57 25 5
58 3 11 18 b 1] 48 4

Provided sutvivor benefits to their spouse %

Benefits Desired in Exchange for Smalier Pension Benefils

in addition 1o increasing their pension contributions in exchange for various changes
in the benefits they will receive, employees Say they would be willing to accept smaller
pension benefits 1f their plaff provided features such as benefits that increased with the
cost of hving, earlier benefit eligibility, survivor benetits, and a 100% guarantee of
receiving benefits. In general. however, employees are more positively inclined to increase
their own contributions in exchange for these provisions. - -

Again, employees say they are most willing to accept smaller benefits if their pengion
provided benefits that would increase wih 1Rfiation and the cost of hving. This notibn
i1s favored by current pension plan participants by 74-16%. Majorities also say they. would
be wiling 16%eceive. smaller benefits it their plan let thom bécome eligible to receive
benefits at an earher age (58-31% fing}. and if their plan prowded survivor benefits
to thewr spouse (57-32%) Lastly. 1echiving smalier benefits in exchange for having a
100% quarantee of recewving berefits bs favored by a narrow 45-39% plurality.”

Mote than hatf of the business leaders (58%) ate aware of therr employees’ willing-
ness to tecewve smaller pansion benefits n refurn for recewving benefits that increase with
inflation and the cost of hving They ate less posiive. as are employees themselves, about
emplovee willingness to accept smaller pension benetts in exchange for the other pro-
v-s10ns hsted. Also, early retrement benefts  sutvivor benefits, and guaranteed benefits
ara alteady provdod by many of the fitms interviewed

¥
Obesrvation:

Sty Ihese Baeingss <heuid Beo approachead with some cauton The
e e Dotween what people gy they are weitig 10 accept ans what
Iedy 2t JORKSY Willng I erepd o e Gl vie part-culidly when
W EOnceeer L ene peer ot ang gl inceme However, o omployees under -
L e by oy ey wed beetteoft o rgteodd e, they gresvery bkely 10 nhike




Doty e R T e

. sacrmoouoday.muda;mhausonmpbnoeommlom Y
DR sion plans may provide a way 10 ease the upward pressure on empioyers’
: pension costs while meeting the growing demands ol retired workers. .. -

WILLINGNESS TO RECEIVE SMALLER PENSION BENEFITS IF PENSION

v PROVIDED VARIOUS PEATURES
(nmampmmwpﬂmmmmamm)

Q. Would you be willing 10 receive smalier pension benefits in the future if your pension R
(‘Tg“)o or not? . LI ~ .

Q.: Do you think a majority of employees wouldbe willing to receive smaller pension

benefits in the future if their pension (ITEM), or not? :

-
M

PN {omber of respendents) ) ot . :
- Alosady . -
. Nt et Mot  Peovided Wit . -
. Wity Wilsg  Sue  Wolles Witie (el S .
- % Provided benefits that increased with
. inflation and the cost of iving % 74 6 210 66 % - 6 "
- Let them become ehgible 10 receive '
benefits at an esrher age % 58 3 1o s 22 N\g 4 .
Provided survivor benehts fo their spouse % 67 32 \ " 26 19 83 «+ 2
v ‘Had a 160% guarantee that they would N
receive pension benefits % 45 39 18 9 64 * 4

. »
Business Leaders® Attitudes on Employee Contributions
It is interesting to note that while a majonty of employees say they would be Willing to
contribute to their penston plan, most employers do not think they should be,required to
do $0. Just 26% of the leaders interviewed say employees should begequired to contribute
* 1o their pension plan, and 72% say they should not. Interestingly, nearly 3 of every 4
exacutives do not feel employees' Should be required to contribute to their plan.
Though a majonty of leaders do not feei employees should be required to contribute,
many would be willing to accept a plan with voluntary employee contributions. A total of
61% would preter some type of, employee-contribution: 2.2% would prefer a pension plan Ve
that required employee contributions: 39% would prefer a plan with voluntary employee ‘
contnibutiops. Still, nearly 4 out of 10 (39%) would prefer a pension plan with no provigion
r for employee contributions. R
A desire for employee contributions is strongest among those from companies with:
2.000 employees of less and those from ¢ npamies with more than 10.000 employees.

'
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e " Teblo VIS :
EMPLOYER ATﬂTUDEq TOWARD REQUIRING EMPLOYEE CONTRIBUTIONS
TO PENSION PLANS
. ‘(Asked of business leadere)
Do y:.n:?teel that your employees should be required to make & contribution o the
or )

*

(umber of sotpendonte)

Shouid be required
. Shouldnot
Not sure

-3z 4§

< - Table VII? »

EMPLOYER PREFERENCES
FOR EMPLOYEE CONTRIBUTIONS TO PENSION PLANS
(Asked of business Iegdon)

H L -
Q.. Generally. which would you prefer for your company —a pension plan that required
employee contnbutions. a plan that-called for voluntary employee contributions, of 8 plan
with no provigion for employee contriqutions?

LD w m W -
s il Woes
. . o Te Thes
. Totat Leee 1000 10,000
{Number of rospondonts) an o9 . 108
. % % % t %
A pension planthat required employee :
cortribuhons 22 2t 27 19
A persinn plan with voluntary empiosee . . - «I ¢
contnhutions 39 a4 28 v 44
A cian wi ns emplinyee cortrhutors 39 35 45 37
Notsdre ¢ * —_ - - -

o«mmsapotmmmwmmm

° What rercentage of their salary would empioyees bu willing to contribute to their
pension plans? Neatly 1 out of 3 (31%) are unsure. but of the remaindet. 25% say they
would be willing to contribute between 9% and 10% 26% say they would be willing to
contribute between 19 and 8% and 12%a say they would be willing to contribute more
than 10%e of thea calaty o thar pension plan The mean percentage that employees
would be witing to contrbute 15 8 8%

As has Leen shdan By rovedss Gty mnnt hysaness leaders feel that employees
shontd 1ot be taey et 1oy enntante o thes plan Amonyg those who feel employee” should
COITE gt Neiggert B reegt Coreart R -t emineyers tool omployees should con:

tetyate 15 4%

81 ) ) -
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. PERCENTAGE OF SALARY WILLING TO' CONTRIBUTE TO PENSION PLAN
(Asked of employees covered by private pension plans)
Q: How much would you be willing to contribute to your pension plan, in terms of a .
t * percentage of your salary. so that you would have an adequate retirement income? -
. Totad
o (umber of conpendenis) ] X

. . %
. 0% 5
1-2% 3
340y 2
56% 18
7-8% 3
9-10%% 25

1 "!530 5 .

16 20%; 3 3
21.30% 3
318, and ger t
. Nt sure 31

Logr potrentags 88 )
Table VIil-9
EMPLOYERS® ATTITUDE TOWARD PERCENTAGE OF ‘SALARY ®

* EMPLOYEES SHOULD CONTRIBUTE TO PENSION PLAN
(Asked of business leaders)

Q Wit pere ensge F thesr sakitry do you think employees should contribute to the plan?

Total ~
(Number of respondents) . (200) [
. %
- 72
¥ K
'3 g 4
5 % ;
. ] - * .
e s, *
) *
*
r
*
. .
’
L R R Y ‘.;.°
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" the mean response s a high 14:3%. This is a full 3% higher then employers say they are -

now payirg. _
) Table Vii-10 . '
PERCENTAGE OF SALARY EMPLOYER SHOULD CONTRIBUTE TO
PENSION PLAN

(Asked of employees covered by private pension plans)

Q.: And how much do you think your empl'Syer should contribute to your pension plan, as
a percentage of your salary. so that you would have an adequate retirement income?

Totsl
(Wumbor of joapondonie) ae) ,
KN
0% 1
1-2% 3 ’
3-4% 2
$6% , 13
7-8% ’ 3 .
9-10% 19.
11.15%' 8
16-20% 4
21.30% : 1
319 and over ) 13
* .
Not sure a3
Mean percentage 143

194
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. ~ CHAPTER IX:

BUSINESS LEADERS’ ATTITUDES
TOWARD PENSIONS AND ERISA

mmmommammuom

Business leaders are firmly committed to private pensions. seemg in them g number
of important advantages for their comparues But at the same timse, .they are deeply con-
cetned abo:t qrowing penson costs and about the administrative complexity that they
behave stetgs trom marered government renulation

Muore than anythinag ate  businnns leaders feel that pcnsmns are a powerful vehicle
1o altrar W and tetaneng top quatty employees The chiet advantage of a pension plan,
aceording to the executivas terviewed s that o pormmits thesr compaty to compete with
other compames tor the st employees {54%) Mure than halt 1579 ) teel that it provides
A4 Dewetiul g ant L tog cmpicyeas ty ¢ 'w Wt the Erm Many employers cite the advan-
[ R T TIUNN P ST SURVETER, AL S $H) nyo*c“ framinedn-s One ot of theee iy the man advantage of a
P et g1t et g gy Lttt predes Gttty and an orderly future tor employ-
gon I anrmherr s Seel et o geeedees an important sense of secunty for both
ol /m':'a ared e ployors

But ther 10 e, atee Aot Waittsaut thet deadvantinges A thgh 61% of the leaders cite
Mgt § et e et ey e oty 3y the mpn disnctvantage of a pension plan
o these aangngre, O o G G b thee e paadvantage o the complexity of admimstra-
son e Papenaen Ser ety paengeng by N the pranagry drawtacks of pension plans
AR e et e d ettt eleeed e Y therm Ly governntont,

L

- Table 1X-1

O

. ADVANTAGES OF PENSION PLAN TO COMPANIES
{Asked ot business leaders)

Q) T ATt A L e gy e e g gt BB S g Company ot 3 pension .

Totel
{Number of respondents) 212)

o

..t
R

LN
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. DISADVANTAGES OF PENSION PLAN TO COMPANIES
) (Asked of business leaders)

Q.: And what would you say are the main disadvaﬁtaoea? .

Tolnl
(Nembor of rorpandonts) . o
[N ' : r .
{ncreasing costs in an infiationary, economy ' 8t ) . o
. Compiexity of admimstration/paperwork ) 3
" Govemment controls/restnctions (ERISA) 2
" Starting costs but well spent, worth it 2

Mismanagement, increases in Social Security has

effect on pension plans .
Alt othet reasons . 13
None . 14
Not sure 1 o
. “lesathgn 0 8% o -
Pension Plan Terminations .

One of the chief criticisms of the Employee Retirement income Seourity Act o} 1974
(ERISA) is that the law has significantly increased pension costs and created time-
consuming administrative burdens that have resulted i the termination of thousands of
plans. According to one source. at least 24,000 programs have been terminated since

1975 Praponents of ERISA argue that the law has had a favorable impact in this regard -

as 1t has resuited in terminations primanly among plans that were tinancially unsound to
begin with. Cnitics argue that the law has done more to reduce the number of people
covered by a plan than to prompt pension plan growth, as was originally intended.

Regardtess of the merits of exther argument, the results here show that the wave of
terminations following ERISA has siowed fo a tnickle.. it appears that most plans that
were Inkely candidates for termination have been either already dropped of Satigtactonly
altered to comply with government regutations . :

When asked whether their company has ever considered terminating «ts employee
pension plan in the past ten years, just 5% acknowledge that it has. while 94% claim that
they have not considered terminating thesr plan in the ten-year period. Pension plan
tenminatinns are mast hkely to have b&m considered by smatler irms Thirteen percent
of those with 2.000 or fower employees say they have considered terminating their plan,
while anly 5% offer the same response among companies with between 2.000 and 10,000
employees. and none has considered termunation among companies with more than
10.000 employees. :

© Amonq the 11 employers (5% of those interviewed) that have considered terminating
therr plan 7 manhon tedotal requiations or ERISA as the factor prompting their concem
and 6 mention hege: cacts AL 11 however. have decided to continue offering their plan
1o employees. .

191
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Table 1X-3
TERMINATION OF PENSION PLAN
" (Asked of business leaders)
Q. In the past ten years has your company ever considered terminating its employee
pension plan, or not? .
Humber 0 Gmployess
Or Yo Then
Yol Loss 10,090 10,000 .
(Number of respendents) (V1] 1 [ ) 7
1 L - ('Y
Considered termnating 5 13 5 —
Nn, not considered o4 86 94 100
Not sure 1 2 2 -
Attitudes on ERISA . ‘

Overall. businoss leaders have a generally negative opinion of ERISA. Only 2% say
they fec! ERISA 1s an excellent law. 36% fec! it 1s pretty good, 38% rate it only fair, and
23% say ERISA is a poor law There is little differentiation in opinions toward ERI
among different sized lrms Roughly 6 out of 10 leaders mterviewed give ERISA a
negative rating regardiess of the number of workers emplayed by their firm.

Table IX-4

* ATTITUDES TOWARD ERISA
(Asked of business leaders) -

Q lets itk abaut FRISA for a minute Generally. do you feel that ERISA s an excellent,
pretty good only fair, or poor |aw?

Number Of Employess
2000 2,001 More
Or To Then
r: Yotat Less 10.000

(Number of respondents) L ¢ 5] [ )] [ L)) o4
% % % %
Freelipnt ) 2 5 2 1
Protty o) k') 30 40 37
Oriy faur a8 35 8 39
Poor 23 25 ) 23
Nt qte 1 ¢ -

Thowgh busninne ligeders are denenlly nedatae on § RISA ther viows: e mixed on
the sy s spetbe e iens For aertanes by an esenvhioinntg 4 107 trene s leadoers
approve of the veuting oguarements, mandated ty £ RISA They ate also stronaly positive
0 ther view of FRISA'S ponsion eliptulity reauremionts, (78 207 positived ot and
wutvvor honefits (87 1071 ang 1RA and Keogh Plan provsion. (85 8%)

Somewhat wrpesanaly. i lght of i the conttoveey they Rave endgenderod FRISA's
futstene] tatudards (26 16 peratvet amd fidue ity - taesdands (76-21%0) are alse highly
favetably tecarded Ly buunen oxe Gliyen Miltler approzat e found b pian termination
et e o 198 3690 and for FRISA + aventmiont testatanr, (B5-%00 By A nartow
39 4 !b bt e toador. e mandly teer ERISA Cretteyer ot By provis ong

89
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one wonders why the lgw is s0 negatively rated in general among business leaders The
answer lies with the laws reporting and disclosure requiremgnts. Primarily because of
the amount of time that Rxecutives must personally devote to them, ERISA’s reporting
and disclosure réquirementy maet a stronq (71-23%%) disapproval among business leaders.
Lastly the leaders disapproke of the limitations on pension benefits set by EMSA by
v3-28%.

Table IX-§

DEGREE OF APPROVAL F VARIOUS ITEMS MANDATED BY ERISA
(Asked of business leaders)

QO  Would you say you stronqgly appr&e mildly approve. mildly disapprove. or strongly
dsapprove of the (TEM) mandated by tRISA?

widly Migly  Shonsly Not
(Number of respondents: 212) m‘ Approve Olsapprove  Dinspprove Sure
Brane sn gt Sy sy cemend; % ‘QJ 45 14 ] !
SIS St remane o ' aX 47 6 4 *
IRETT L R eeevas " o} 48 . 59 6 4 4,
by sty 44 % 39 » 15 ! 7
Pt nse e e 0y 1y - A S 18 n
g e e ey RR B 9 ' 17 5
£y eep, ettt LA 24 42 15 6 4
I N I L SL 2 B %o ; N -1 8 !
. oy - s R 33 w s
v A e gee . - . 1 o !
. - 'e 1 i 9 %
. .

[£ THRNCESRNEPTI T (S CORUR T T RERATS ST S LA S T =t PRISA an thar r'(l”:\'u't" company
R R R A I ST O At AN IR Y 25 |

Ao sttt ot et agent FRISA hgn aenorally haed ether a positive
s g 8 e e Vot v S e b e, tel g B et offest e boen neqative on

L S N U AR T I TR 1 T Y bt gt oy and the e eecutives must .

P R A R A I L DRI IRTRE LI 13, AV g s foaeder Ly FRISA has bad
cre Lt e e e 4 ety et ey e e e g g trepeion plan And by §7.34%,
i B, en L et gt St e S st et et pend dealing with

H [
S T T U SRR PR TIPS oot PRISA h3s by an theer employe
Gt gt e e bl e ey wng et ther smployes

LIPRE R N R LRI T PR T AT T | [ BTN | S8 1 A‘ the
P L A A R A R O BRI YUY XL TS TR contirfin oo 0

. »e oge * .o et BRI Gy g ey ey ot the Wy
. e ey o AL L ) gt by, t RTINS ARNERY 3]
.
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Majonties teel that ERISA has had no impact on the level at which their company's
pension plan 15 funded. the investment petformance of their pension funds. and the
econonfic security of therr company’s future retirees .
Lastly. 74%» say that ERISA has had no mpact on the economic health of their
company while 197, say -ts :mpact has beeninegative Just 6% feel that ERISA has had a
P0Gl effert nn thet company's eConnmic heaith ’
, Table IX-6 ' .
' IMPACT OF ERISA ON COMPANIES AND EMPLOYEES
\ . (Asked of business leaders)
O Whimpatonge FRISA b on ATEME  a verry posttive impact. a somewhat postive ‘
. ML RIS B SRR L TGS B U Wpdet A very negative mpact. of no impact at all?
T . Very  Somewhat Gomewhat  Very "No '
. Positive Positive Nogative  Negative impact Mot
(Number o respoadents: 211) Impoct Impact Impact mpost L] Sure
T KRR ST S LN P
P 13 v} P 1 15 2
o TH. v v . t
gyl ta s, et o " « 2 9
LA . peet s b .
ey o ) {E 1 3% 3
r. .
' . . . m {
r o et . .
: 4 1) 4 o [
1 pe .....t.p. N
K YR ’ } 3 .
v g: ) . . *
. . . (XY » »
' [} A
L
M T O R AR Lo T R RIS SR [ (U
L o T B L LA SR TR LR PR
Y LITI L e PRI et TNteg gy e e ottt an thee *
I ST (I Cree P ot ey N mebe T Y g th o
e St e et L T T O 4 [ RPTY B SR I
oo LT I o, b e __:H. Lo e thpt
S e e et
. o, < be- _.'\ V- i Lot ._‘..5» [
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non-existent amono larger tunds On'yA% o! leaders in companiesm ponsion plan
assets total $250 million ormombeuevomeltmndlmsmm strategies are more con-
setvahive as a result of ERISA,

Obesrvation:

These findings set.the record straight dn the business communily's reac-
tons 10 ERISA. They will be of considerable interest to the law's' pro-
ponents and opponents alike. Many of the major criticisms of the law, such
as its etfect on investment performance, fiduciaty standards, and pension
eligibility requirements, are not shared by the bulk of business executives.
Business's concern about ERISA focuses sharply on pension costs and v
the ime required (o' administer a plan. importantly, it should be understood
‘ that the feaders’ concern about cost refates only perlly 1o the conlribution

a company makes o s employees’ pension jund. By 76-16%, execu-

. ives are strongly positive about the funding standards set by ERISA, and
a large majonity feel that the law has not had any impact on the overall
economic health of their company. instead, much of their concern about
the cost stems trom the high cost of executive time required to deal with
pension matters. particuiarly the time required (o meet ERISA's reporting
and disclosure requirements. Notvmhstanding the problem ot penswon
costs, many of the business community’s concerns about pensions and
objections to ERISA may be miligated by easing the administrative burden
and’costly paperwork that besst regulated private penstwon plans.

Table IX-7

EFFECT OF ERISA ON PENSION FUND INVESTMENTS
(Asked of business leaders)

Q Which one of the statements on this card best represenis the effect that ERISA has
had on the investm2nts made with your company’'s pension funds?

Ponsion Plon Assets

. .

»
-

- 410 )
Less Milhen Miltion »
Than $10 Yo 008 To 4840 iilion
. Yotal Mittion Mittion [ i g ©Or More
(Mumber of re.pondenis) (a11) 81) (] 90) [ ]
% % % % % .

Lattie ot no etect 69 69 63 70 78
Mo conseryative investment strateqies 15 18 23 12 4
Difterent Hut net necescuinly mots ¢ onservalive

strtegiey 14 10 13 18 18
Mot sure ? 4 2 -~ —

92
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. AN EMPLOYEE AND LEADERSHIP ASSESSME
OF SOCIAL SECURITY -

Confidénce in Social Security

The Social Security System has been the target of increasing criticism in recent years.
The ‘adverse publicity has instiled concem and skepticism among current. and retired
employees about the financial stability of the Social Security System.
More than 3 of every 4 (78%) employees and retirees understand that Social Security
. taxes are used 10 pay for benefits that people are coflecting today. while 8% believe the
taxes people pay are set aside ip a fund for their own retirement. and 14% are unsure.
This understanding af how Social Securily 18 funded i8 fairly widespread. regardiess of
aducational attainment. '

Table X-1

PERCEIVED USE OF SOCIAL SECURITY TAXES
(Asked of current and retired employees)

Q- lLet's talk about Social Secunty for a minute. As far as you know. do the Social Security
taxes people pay qet set aside in a fund for their own retirement. or are they used t0 pay
for Sociil Secunty benetits that people are collecting today?

in
Total Grode ww Coiloge
W (Number of respondents) (1080 am e e
% » L) %
(SR E R ] 9 9 7
Ares sl Wby % [:x] 76 85
. Mot syte 14 R 15 8
. One of the mphcations of the direct funding of Sociat Secunty benefits is that Social "
. Socurty taves will hse to increass as the nymber of retreas increases over the next

waveral decades But curtent and retired employees are not at all confident in the willing-
e of future aenerations to pay huher Social Secunty taxes Only 12% have a great deal
ot contdene th it future gonetations wilt Le withng to pay hiaher Social. Secunty faxes.
shie 41% have some confidence. and another 41% have hardly any cgpfidence at all.
4§ qefcantly onbdence an thes question - loweet amnnd those who e most likely
Tt e oy nenrasd Socett Secutity tses Forty six petcent of thase helween 18 and
2 years old and . full 50% of those between 25 and 34 years old have hardly any confi-
denco i tha willkngness af tutine genesations to pay tngher Social Secunly taxes
Hueune = bader: <hare the cheptcean o younger employees An cven half of the
headers interviewed have hardiy any contidens @ m the wilbngness of future generations
o paay Pegheer tase o tor Secal Secants, and 4%« have some conhidence Only 6 voice
i great deal ot contedonce on e gquetan

Q

ERIC
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. " Table X2

CONFIDENCE IN FUTURE GENERATIONS '
TO PAY HIGHER SOCIAL SECURITY TAXES

{Asked of current and retired employees)

Sacit Secunty benehts for rotieeny
hatdly any confidence at all? '

.

{Mumber ol respondeats)

Aun gt s, L K FEAD]

O 4 1 w
[T ST VO DY WY I 3 ) )
Byee e

Table X-3

.

BUSINESS LEADER CONFIDENCE IN WILLINGNEss OF

FUTURE GENERAT
(Askeod of business leaders)
QO Hany

h“;"o ..

(12" F10 LY
Deee, fa e e gnd, beeettt L G
cettotene e o bogrefly an, rante e gt gl?

HE ST

* o
[} 1]
.

(Number of respondents)

[t
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Q Actually. Social Security taxes are used to pay for benefits that people are receivmg .
ety What this tneans.as that if people are going to receive Social Securty benetts in the
tuture. thy money 15 quingdo have 1o come from taxes pand by tuture generations. Since
the number of oldar people in this country 15 qomg to increase continuously over the next
soveral decades. the tax burden on future genueiations will also increase. How much
conhdence do you' have in the willingnass of future generations to pay higher taxes fog
- wredt deal ot conhdence. some confidence. or

2

. SAm
oo
3

.

NS TO PAY HIGHER SOCIAL SECURITY TAXES

gefidoncs dnoyeg haye oo thee et oaness of fatiine aqepstabonn fy pay
dpeat ded of cotthirbence, some

woh q\--c(.'.\
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- The business community is somewhat more confident about Social Security’s abilty
16 pay benefits to future retirees. One in four have hardly any confidence in Social Security's
ability 1o pay. 54% have some confidence, and 19% express a great deal of confidence.

C 157 .

4 semseess se mmeanas o conmeoe- o sres B

Observation: .

These findings provide another early watning signal of troutle ahead.
An overwhelming majorily of today's work force i1s counting on Social
Secunty to provide income when they retire. Yet substantial nuinbers, par-
ucularly among younger employees, have littie confidence in Social Secu-
nty's abidity 10 pay then retrement benefits And one does not have to
depend solely on the tindings presented here to know that the public is
becoring 11cieasingly opposed -- ahd  actively resistant - to higher
taxes Increasing: skephicism about the Social Secunty System, along with
.1 qrowing demand tor retirement ingome 1S ltkely to bimg a substantial
upsurge of polmcal pressure on govetnment and the Social Security Sys-

- tem Raising Social Secunly taxes, ao approach used more of less suc-
ceasiutly i the past, 15 less and less hkeiy 10 10ceive an enthusiashc
sonprart-e AMemnativo funaing pohcios amd other scurces of retrement
sz e el 10 Do turoed (o a@s aiternatives 1o ncreasing Social Secu
tily Laees

.

Table X-4

e

CONFIDENCE IN SOCIAL SECURITY TO PAY RETIREMENT BENEFITS

Q And haw much confidence dn you have that the present Social Security System will
be able b 11 1y you benebts when you tetae - - i great deal seme. or hardly any confidence

atall? .
Age

18 28 » 80 o8 And

. Tots! 2 kL 9 (] Over

(Number of responddnts) (1838 (148} (380) (m! (L) (nn
b % % A “% %
Adqrengtele tf o4 A K] 3 8 4
LAt 3 [N * 4 3, k']
My vy 4 28 N 4 oM )
L AT DI LYY H 3 + + . "y
LU T » 3 R a & vé

Q At beay b eonbidones ofa gou fuve that the procent Qne:al Securty System will be
Ao ot gy Pronetd (e oge vinpitgees ARttt great il mame offhardly any

_ (Asked of current employees)

Table X-8

BUSINESS LEADER CONFiDENCE IN SOCIAL SECURITY SYSTEM
{Asked of business leaders)

conbrone st ai?

Total
(Number of respondents) 1209)
. . %
At foot 13
ot e ‘.3
sdae s . e .,
e *a, AL S '
LIS *
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The Role of Securily Durihg Retirement .
An ming majority of current and retired empioyees understand that Social. .
Security 18 1o provide a basic level of retirement income, to be supplemented

sources of income. Most are well aWare that Social Security glone will not
provide h to live on. By 77-19%, current 8 1d retired employees reject the statement,
| ! have to worry about my retirément, because Social Security wil] take care of me."
. the bulk of the survey resporidents believe that providing a basic level of retire-
nt income is the role that Social Security should have in our sociefy.

it one considers their relatively low assessment of Social Security compared with
public amd private pension plans. an their lack of confidence in Social Security’s ability
to pay benefits to future retirees. if comes as no surprise that currentand retired employees
have httle enthusiasm for the notion of providing all retirement income through Soclal
Security. By 76-17%, current and retired employees feel that Social Security's proper role
should be 1o provide a basic level of retirement income, and not ail retirement income.

- Thirty-one percent of those interviewed feel Social Security should provide a basic
level of retirement income, taking into account a person's previous income. More than
110 5 (22%) feel Social Security should provide a basic level of retirement income,
tegardiess of a person's pre-retirement income. Another 23% feel Social Security should
be used to provide a basic level of income which should provide a supplement to other
relirement income. "~ .

Lower income groups are most likely to feél that all retirément income should be
provided through Social Security, although the notion is supported by no-more than 1 in §
among those earning under $15.000 a year. Generally speaking, there is litlle variation in
the public's atitudes toward the proper role of Soci. | Security, regardiess of income group.

Respondents who indicated they felt that Social Security should provide ali retirement
income were asked whether they would still favor the idea if it meant a possible increase
intaxes Those favoring an increased role for Social Security split down the middie on this
question. with 39% opposing an increased role-for Social Security if it meant an increase
in taxes. and 38% favoring it regardiess of the tax consequences (23% were not sure).

96

162



F:r" e ' . ) - . L . R AN .
»; —-' * ~
Table X8 . :
ATTITUDES TOWARD THE PREFERRED ROLE OF SOCIAL SECURITY *
, {Asked of current and retired employess) .
, Q: Peoplo have ditferent ideas about what the role of Social Security should .be in our
- soctety Which one of the statements on this card best describes the role you feel Social
.Security should have?
L J .
Under M- S1sie- RSN AR
- R Tolst [ 2 14900 2400 Over
(Number of sespontonts) (a8 ) 3 wet) (200)
% % % % [
Provirge a hasie fevel of retrement ingome
R segardions af i) peeean’s pre rotrement :
neome 22 28 20 4 19
Prosvicle it has ¢ vl ot celiremnnt income,
taking 110 accoint & POrSon’s Previous
. ncome k) % k¥4 3 29
Pirownde a hanes begel 0f 10t sement income,
s he usesd a6 . suppdemant tomther rotitement
e . 23 10 .19 24 37
Provede it retemant g ome eaher rogardless
AN’ fite sptirementincome o° by
I Y 05N Y PHOVIOU' SNCOME nta account 11 12 12 9 8
B oardes 11 s betment e sime Likendg 3 POISON'S
st TGt 0t 3 Tyt b 0 A nentan .
Cotonit pnt . 6 .8 7 7 4
Seet nyre 7 16 9 4 4
Table X-7
SUPPORT FOR PROVIDING ALL RETIREMENT INCOME THROUGH
SOCIAL SECURITY WITH AN INCREASE IN TAXES
{Asked of those who feel Social Security
should provide all retirement income)
‘0 Suppone provedng Al rehrement income throuagh Social Secunty meant a sizeable
mereiee L. Woulid you stdt favor proviehing all rotirement ncome thiough Social
Secutty or not?
Totsl
(Number of respondents) ° (388}
. LS
: [RTRY K.
L% e ¢ "
Pt e "3

Vittig shy et odty breatiove, dengdest snbnaed Behioyvew, that Socal Secunty should pro-
et 4 b ool af intiesment ew o Fostty teoe poreant belime of ohoylhd by teand a8 Q
cabpteient o cther totene paeent ol e Pty twes pustepnt bohove that Socal Becunty
Ghonied presvide @ e fegel of Juone whike tihang Y L1 (O POTLOITS Previous -
JSVERNTIYISNRT I BE S U DYYRY YU LIRS FRRNARS G MRS LU | Porae Joved tegardless, of o m-::;on's pre-.
rerfsre syt NGO
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Table X8 .

b BUSINESS LEADER ATTITUDES TOWARD THE )
PREFERRED ROLE OF SOCIAL SECURITY '
{Asked of business leaders) -

Q Pcople have different 1deas about what the role of Social Secunty should be in our
. society Which one of the statements on this card best descnbes the role you feet Social
. Secunty should have? N ' 3
-, . ) w‘\ *
(Wamber of respondents) 1)
-

< Pr yrrges g bamsC 1wl GF 182 romunt income tegard. v
Ivin of 3 PEESen § e TeRtement Icome 21 4

Proyictn 4 higers toyel of retiroment mcome tgheng
PO ICGOLIE A PRLLON S PreV:Ous INGOMe 32

”» - Proweie 1 bie level of teltement ingome. tn he
et % 3 wpplemant ta ather reteirent income  4H

oo ot gl tetegermpnt oo gt 1 rpgardios e it
. o PN 100 el G, M 11 Dy ket
. [ SRS R T AR SOt N (T M T

vy §0 alpsetirorannt -ne. e kg g perion §
. L batergt Mo naeterttiy ol et int G s g CATLN
eylentt i ) ¢
N cagte 1

LI St . ——

Part uf the reaison for fow sntetest among cutrent and retred employees in having all
refiament sneome peeveded through Soeal Se.unty < o ek of conhidance an the govern.
mont 5 bty 10 manaqe such a proaeam Neatly halt the respondents {(49%) have hatdly
iy  ontadene @ in the qovernmant’s atubty 1 tun 3 program o which all ietrement icome
dee it boor Jestebitend thraiegn the todenal qavernment and tunded by taxes Another 37%
Have seane Confudencs o the gqavernment s atality to handle suchta plan while only 10%
Pogves op ottt iferil o Coinhidqene o ’ :

B eeve v g ge o b e ey Tiees e ot fore 6 the qovernment’s gbdity to manage
suth 4 paatt o wedte @0 s apeerd e e onlalett e feahonie
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+ Table X-9
CONFIDENCE IN GOVERNMENT'S ABILITY 1O MANAGE PLAN .
TO FUND ALL RETIREMENT INCOME THROUGH TAXES .
(Asked of current and retired employees and of business leaders)
1) faan

gt vl teeeent oz ome an thes country wete tandod by taxes and dr nbuted
o re s b g g aeenimeet Hows mch canhdence do vao Bave in the government’s

g e tuchapinn e deal of eonfidence, some confidence. or hardly
ety . e at atl? )
Tots!
Curront And Total
Retired Rusiness
Tmployees Leaders
{NumSae Of respondents) €1882) (212)
. 0.
te ' N
DA 4 -

Altemauve Rmnuo Saurces for Social Security

B N I TR} A e % SO e e for araget Sac:al Sacurty
e ee a e e Bt et e atieor omployaes foel that Saci Secanty benebts
. - R L P I L L D A UL LS S S R attect
N e D N DA & LR TIN {0 0 08 A U I AR Y gest oy ng tennthantn
Cor e e ety temabe wheaphd te et the Tama s e fext bve years
»* LI X el

g0 e Cobet g frosmint,

o LI e, syt . L e '-‘.l‘!""i b gles .|.1‘:-"-.’..|.. Rl o.:"‘u. gn\.“-“.“
T my e s oo st s Hase e A=ttt b o0 3

LI A et ey L

Table X-10

wiHAT SHOULD HAPPEN TO SOCIAL SECURITY BENEFITS
OVER THE NEXT 5 YEARS
Ak g ot current and retired employees and of business teaders)

[ R LN S
e D A S .
Total
Current Totat
And Rehired Business
€ Lead:
Numher af restondents) 116921 212y
O. ..
(%

oo
=n
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A previously discussed finding shows that a majonty of current and retired employees
agree in punciple that more money should be coliected from working people so that the
income of retirees can keen up with inflation The results here show that people have
mixed views as to what monegys should be used to provide benefits to current retirees.

When asked about the recent legislation raising the Social Secunty tax, 8 fult 77%
ot current and retired employees agree that additional funds should have been found tor
Social Secunty. and only 7% feel that Sdcial Secunty taxes should have been kept the
same with a reduction in Social Secunity benehts However by 47:30%, the sample would
havéd prefersed that other taxes be used to help support Social Security. rather than
increasing Sociat Securnty taxes

Nearly half (49%) of the business leaders interviewed agree that Socia. Secunty
taxes should have been increased. while 23° feel that othar taxes should have been used
to help support Social Secunty More than 1 1n § (22%) feel that Social Secunty taxes
should have been kept the same with a reduction in the benefits paid out

Table X-11

ATTITUDES TOWARD RECENT SOCIAL SECURITY TAX HIKE
(Asked of gurrent and retired employees and of business leaders)

Q (As you knuw. last year Congress p'assed a law that increases the Social Secunty
taxes paid by employers and employees every year for the next 10 years. This was done
50 that the funds coming into the Socsal Securty System could keep up with the benefits
being paut out Before the law was passed. more money was bemng paid out than was
being collected Which do you think should have been done -- 10 increase Social Secunty
taxes. to keep Social Secunty taxes the same and reduce the benehts being paid out or
to keep Social Secutty taxes the same and use other taxes to help support Socal
Securnity?

(Number of respondents) (e JSaoe)
LRYYE O T t e ‘. .
AFTI au 4t
TS FAU LAY M ’
LI PN H .
[T HE ‘e

Gurrent Ling retnsg omployees Spht Jows the madeles o the queshon of what tax
mntiee, e, SHAUNE b6 G e - oppes® Socaal aeeanty | oty fee percent feol Sooat Securty
Lerent, Sbutdd e B rem S al See grty 13, anet @ mangindlly smatier $2% teel that
Dart -t the money okl Come e atber Lives Just §9. feel that ali Social Secunty
toetve bty sNegle] D fadee® from othes Piges gt thas st o totan of 47% whio fee! that
ST A et b the oy fe presed far Sa sl Seeeatity bttt chngld come trom sourees
Subgene the s e gl Seee gt by fgaet,
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Observation:

Again, the findings suggest mncreased pohitical pressure on Social Se-
cunity in the future, much of which may be in the form of an increased
danandtousegeneralrevenuesoioﬂmrevenuesourceslohmdSoc:hl
Security Employees are strongly behind the notion of providing benefits
that increase with the cgst of hving and inflation. and the demands upon
the Social Security system are likely to be considerabie. At the same hme.,
raising Social Security taxes lurther is hkely to'meet with stift opposition.
As demands for increased benefits rise. law-makers and the public are
likely to look more lavorably upon general revenues as a source for
Soc:al Security tunds.

Table X-12

PREFERRED MEANS dF FUNDING SOCIAL SECURITY
(Asked of current and retired employees and of business leaders)

Q. In general. do you.think Social Secunty benefits should be paid from Social Secunty
taxes. or should all or part of the noney come from other sources?

Totsd
Curront Tots!

And Rethod Businees

Smployess Lesdere
(Number of 10epondents) (1684) 1) L.

. % %

sactat Seculsty Lixes 34 "
Al froym pther tares B 3
Puart trorm othser ixe; 4 134 -
Not sure L) t

Opting Out of Socis! Security

Currentiy. people who work for federal. state of tocal governments do not have to
be covered by Social Security. while people who work for prvate compares must be
covered and pay Socal Secunty taxes. Few peuple amana the publbc or the business
commumty are satished with this situation :

Only 12% of cutrent and retired employees teel that the present system covenng
only private sector employees should remam as o 1S Nearly hall {(49°) feel that all
workers should be parnt of the Social Secunty System. while a smalter but substantial 34°
fee! that workers themselves or a company should be able to decide it thoy want to become
a part of the Social Secutity System '

Employees covered by a privite peasion plan s most Tikely 1o teol that all workers
should be part of Social Secunty (H52%:) However. the same teshonse 18 fourd among
a 40% plurabity of those covered by pubilic persion plans Only 19% of those covered by
public plans feel the present syutem should rdyun . it s

Business leaders voice i strong consensys 16891 tor meluding all workers i the
Social Secunty System Another 20 ut the loader. teel that people themselves, of com
pames shonld e abie to decide gboud yelotent @ Goera Sencuety  and anly 9% feed
the present system should reman
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Table X-13

WHETHER ALL WORKERS SHOULD PARTICIPATE IN SOCIAL SECURITY SYSTEM
{Asked of current and retired employees and of business leaders)

Q Currently people who work for federal. state or tocal governments don't have to be
vowered by OF pay tuxes 0 the Sucial Secunty System 1if therr employees chogse not to
be coveted Do you think that ali workers should be reaured 1o be part of the Social Se-
cunity System. that people who work for themr.zlves or a company should be able to decide
it thoy want 9 be part of the Sociat Secunty System. or should the present system remam
as 1t 182 (Asked of business leaders)

Q  Rught now people who work for themseives ot for a company are covered by Social
Sevgnity aned must pay Socd Secunty tlaxes Howaver. people who work for federal. state
ot local jovermnment; are i always covered by or requred 1o pay taxes to the Social

T Secunity Systemn it they chaose not to Do you think that all workers shpuld be required

ter tee paart of thee Socal Security System. that people who work for themselves or a com-
taty < houled e abite to decde ot they want to be part of the Socia! Securily System, o
ahietgid Bue paoazent Systen enuan 4 it 13?2 (Ashed of cutrent and retired employees)

Total s s A Empioyees v
Cunrent Covered Covered
and o oy Totst
Retire Privete Public Nt Susiness
Empioyees  Totst Plan Plan Coversd  Leaders
(Number of sespondents) {1888)  (1820) sy ) 80 _{Q!)_
., “~ % - -~
St . . 1t § e 3o K3 WY HY 1 "
. e TR N 43 [ 3, N PR N
o X ] [ “ )
! : 1 . .
. Plossecttos g ond y dopqir ot carpogaee, o Bt thee Social Secunity Systemn at will would

Gl g £t 1 s e tengt e e the et of people Covered by Socil Secunty
1o, oy -t a e wtiethet o0 00 b e Covetiag by Soctal Secuttty 2689 of current and
L T U S B ¢ e s cpeetly omployed woulld chonase to leave the
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Table X-14

WHETHER WOULD CHOOSE TO PARTICIPATE IN SOCIAL SECURITY S8YSTEM
(Asked of current and retired employses and of business leaders)

Q. Ifyou couid hoose whether or'not you/your company would be i the Socral Security
System. what would you choose — 1o be in the' Social Secunty System or to get out of

* the system?
qtmm“ Current Employese - Susintes :
netres o Notred 7]
[ . A, or To Thes
(Humber of . pleyoss  Tows) [ ) Pan  Coved ployess ! Towl s 90N WA
resgondente) fen  oun (e (o) _ten) (N9 ) () 65 ON
% L % % % % LY % * ®
Tohe i Sucu
Secutity 68 61 60 55 66 88 61 63 46 0
To get out B3 k%3 X} w7 37 35 s2 27
Notsure 7 b4 8 8 ] 5 2 2 2 4

~
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CHAPTER XI: | \
PUBLIC PENSIONS: SOME POLICY CONSIDERAT!

Attitudes Toward Regulation of Public Plans

Strong ‘majorities of current and retired empioyees and of business leaders feel that
public pension plans should be-subject to the same regulations for funding, reporting.
and eligibility requirements as are private pensions. Public pldn compliance with private
plan regulations is tavored by 68% of cumrent and setired émployees (14% opposed).
and by an overwheiming 93% of business leaders. Moreover, such comphance 18 favored
bya snzea!;!: 65% majority of employees currently covered by public plans and opposed
by only 18%.

~ For the most part, current and refired employees feel that public and private pensions
- ghould be subject to the same regulations because they believe all workers should be
treated equally Respondents seem to feel that the current system affords public employees
special advantages, and they favor public and private plan compliance because it will
eliminate these advantages. Those opposed to bringing public plans under private pension
regulations say that the government is ditferent because it 1s larger than private companies
and'that public plans cannot be run in the same manner as private plans. '

Business leaders also feel that it wouid be fairer it public pensions feil under the
same regulations as private pensions. They are also concerned that the benefits in public
plans are estabhshed with no concern for funding adequacy, and that private pension
disclosure regulations should be followed because the public has a right 1o know how
gpvernment plans are managed. Also, many feel there should be more filuciary responsi-
bility in government. Interestingly, relatively few people among business leaders or current
and retired employees mention the problem of double dipping as & réason for public plan
comphance with private plan reguiations.

Table Xi-1

WHETHER PUBLIC PENSIONS SHOULD BE SUBJECT TO SAME REGULATIONS
AS PRIVATE PENSIONS *© .
(Asked of current and retired employees and of business leaders)

Q. (As you know.) nght now, pension funds for government employees are not subject to
the same controls or regulations as private pension funds such as funding. reporting and
eligibility requirements Do you think these public pensions,should be subject to the same
Tegulations as private pensions. of not?

U .. L .. ... ... DR
Cutront Coversd Coevered
And oy L ] Tots!
Retired Privete  Pydilc Not Business
Employees Yot Mon Plan  Covered  Lesders
(Number of r00p0ndonts) [1e88) Q) den.  (33) {60 [+ 11 4]
% % % “ “~ %
Shaale B et o st fenjuliti g "8 A B nh b3 3
it ount b ubiger 10 K1 c@gulttuiin 14 t 14 18 1 o
NOt o0 18 13 3] [N o 1
»
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Table X1-3 g’ -
’ WHY PUBLIC PENSIONS SHOULD OR SHOULD NOT BE SUBJECT - ;
TO SAME REGULATIONS AS PR[VATE ONES ‘ LT
(Asked of current and retired employees) . ;
Q.: Why do you say that? Anything eise?
[N Qursent
And Retives
(Wumber of seepondonts: 1539) . . #
nsno;ndbomohu.dlwmmwmmdw '25
Shouid be same reguiations/controls for all 19
“here shouid be no difference. all penston plans shouid be same 18
Government employess should get no speciat ‘uumnummu 14
Public has & nght 10 know what government 13 doing. accountability ?
We pay taxes, government workers get benetits, loopholes ?
Government employees are no betier than anyone eise ]
Danger of abuse/corruphon/double dipping by government empioyess 5
Government 13 different/larger, cannot be run same 4
Government 13 more stable. assured future 4
"Private company should have mdmdually based pensions 3
There are 100 many government controls on everything already 1 h )
Government should stay out of business/free enterprise 1
Any other answer 8
Not sure 16
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Table Xi-3

BUSINESS LEADERS' ATTITUDES TOWARD WHY PUBLIC PENSIONS éuouu.o OR
SHOULD NOT BE SUBJECT TO SAME REGULATIONS AS PRIVATE ONES
{Asked of business ieaders)

"Q.: Why do you say that? Anything else?

) ' Tota
(Number of respondonts) (208)
%
Should he siius 1oguations/contiols tor atl 35
Government employees should gat no spectn atvantages 16
Benehts gslablisned with no cuncert tor alndity to fund 15
Pubhic has tight 1o know  accountability 14 ¢
There should be no ditterence 13
1t should be more far 13
Senles 1o MOTe e 11y 1O Sillty %0 Iy St ITIOLE 13
L okowedr HENGN] BMEHOYEEY 216 1 Botet 113N olher 10 |
We taty the tases -govevmmem wutkers get the benuhty 1.
Eranget of abust: cartut-or  doubile dippn 7
Sty I NEEhR SO P if i 0t Dntietits they have baen promised H "
Fhoyatte COMPANMNIES Shostilid BOL Hve b - aDPte With 0XC ntAe
_Jroves nrnng fieneds b
Grvr nent’s ; mate s1aIe Mre 3snured fututh K]
Ton many govetnment tentrais pn evetything already Q
Just credtes motre paperwork and ted tage. auoe e butitue 1acy 2
Ciovernment s ditfetent Lnger cannd g e cun the same ¢ .
Game levet ¢ nditg Jcequat ¢ e BI0RET RG] e 400t .
Lax smphCatiens . 1

[SIWATITL TSP NN NN RYLE { LN
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Nt s e

Survey respanent wete alsn ashad spochoally whetror the cluptality tequuirement
tGe overment penone, shoard e the sdanie g6 hose fae prvate pensions and whethet
Pubilie Pt shoapid e futdded on the wame bases s prvite pension tlans In both
fabane s ot Of Sunaes 10aders and f current and retitod employees tavor public
gilan comphianee with pitivate regubatiots
. By 65 19% catrent and ehired amnplovee:. think thee ecptuity for government pen
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Tabdle Xi-4 _
ATTITUDES TOWARD PUBLIC PLAN COMPLIANCE WITH

PRIVATE PLAN ELIGIBILITY REQUIREMENTS
(Asked of current and retired employess and of business leaders)

Q.: (And now this one) Under most private pension plans, full pension benefits are not
generally payable until a person reaches 65 years of age. These benelits are paid out of
funds that have been invested in previous years. Under some government pensions
plans. full pensions are generally payable after 28 years of service. regardiess of a person’s
age. These benefits are generaily paid for out of current taxes Would you favor or oppose
making the eligibility requirements for government pensions the same as the ehgibility
requirements for private pensions? .

-~

Totat Curtont Rmpioyess
Cureont Coversd Coveret

And » o Tote
- Retired Private  Public Mot Busiases
(Number of . Bwployese Tolsl Plan  Plen  Coversd  Lesters
respondente) 1688 (Bn (@0 - (36 () 2 @iy .
[ - Y ) . %
faveor M ) A8 12 &0 67 98
Opprrse 19 X ] 3 h . ¢ -
Nedt surey 16 13 ta 14 17 |}
¢ ':0\- o 9 N ,
Table X5 5\
ATTITUDES TOWARD PUBLIC PLAN COMPLIANCE WITH .

PRIVATE PLAN FUNDING REQUIREMENTS
(Asked of current and retired employees and of business leaders)

Q Presently. compames with pension plans are required to sel aside money today for
the tuture pension benetits of therr curtent employees Most govarnnient plans do not
tund pensions this way, bul use taday s taxes for today s pension befietts This means
lower taxes today but probably higher taxes of lower benehts for quvernment workers
tomotrow Would you favor or oppose putting the funding of governmant pension plans
mn the same basis as compiny pension plans?

W Presently FRISA requites companes with pension Hians ot gside money todity ot
the futute pension henehitss of the Gurrent employees As vou Riiow MOst government
plans do not pre-tund. but use toddy's taxes for tadiy s pensan tieenchts Woukd you favor
ar OpPOSe puttirkg the tunding of qovernment pension Pleans e thee 3,000 bt as COMPIty
pensun plans?

total St Eenployess
Cureent Coveres
And By 8y Totst
Retired Privets  Public Not Businese
tNumber of fmployees Totsl Plan Plen Covered  Lesders
J Jteen) 130 (890) (00 (84 (1Y)
“~ “~ % “~ “ b )
[ W { 0" e .. tot .- oty
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- Double Dipping

There has been much discussion about double dipping. & term ihat generally refers
1o the practice of retnng early from a job 10 work at another job, then retiring from the
second [ob 10 collect pensions from both. Critics of ths practice have focused primarily
on qovernmont employees who sometimes may retire from a job after as littie as 20 years’
service The results here show that there 18 only milg public opposition 10 the practice of
double dipping. .

By 51-42%. a narrow majonty of current and retired loyees believe that
who retire alter 20 years of service on a government job Id be able to collect & gov-
etnment pension while working at a second job. Support for this notion is strongest
among employees covered by public pension plans (64-32%), though it is aiso supported
by a majonty (51-43%) among those Covered by private plans. Business leaders take an
opposite view. believing by 50-30% that retired government worlers should not be able
1o cotect a government pension while working at 8 second job.

Respondents were also asked whether people who retire after 20 years of government
service and who then work and retire from a second job should be able to collect two
pensions ~ one for each job they have had. Strong support for thi, measure is found
among both business leaders and current and retired employees. Sixty-seven pe f
current and retired @mployees and 82% of business leaders believe that people who wor
two j0bs should be able to collect two pensions.

Table Xi-6 ’
ATTITUDE TOWARD RETIRED GOVERNMENT WORKERS COLLECTING A PENSION
WHILE WORKING A SECOND JOB

(Asked of current and retired employees and of business leaders)

Q Suppose people who retire after 20 years of service on a government job begin
working at another job Should these people be able to collect a government pension
while they are working at a second job, or not?

Cureont Employsts
Totat Tovered  Covered
Curront O L Tolad
And Ratieed Private Publls Mot Dusiness
Employess Totsl Plan Pen Covergd  Loadens
(Numbar of respendents) v gy LD sy g
% % * % * *
Shauld be able 51 52 51 64 43 30
Should not 42 42 43 32 42 60
Depends (vol ) . - - . 8
Not qure 7 7 [) 4 8 ]
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Table X7

ATTITUDE TOWARD RETIRED GOVERNMENT WORKERS ' |
COLLECTING TWO PENSIONS
(Asked of current and retired empioyees and of business isaders)

Q.: Now suppose people who retired after 20 years of government service work at another
job until they reach. the normal retirement age for that second job. Should these people be
able 10 collect two pensions ~ one for each job they have had — or not?

-

Oureont Smplogess
Oumment T e e Towt
% And fotieed L™ Pudlle ot Suslasse
{Masmber ot respendonts) «'z tl“; 3‘3 !
R R eS8
Should be able 67 69 7 ;] e [
Should not » % ® » 17 28 14
Not sure 6 5 4 4, 14 4

Today. approximately 3% of those who are working full-time have retired from a
previous job. Working at a second job after having retired from a first job occurs more
frequently among those covered by a public pension plan (5%) than among those covered
by a private plan {2%). )

Table XI-8

WHETHER RETIRED FROM A PREVIOUS JOB
(Asked of current employees)

Q. Before you had your present job. did you have another job that you retired from,
or not?

Govered By Covered By
Private Plan Publis Plen

ot
{Humber of respondents) (?a:n {esn ()
van _n e e
Retired from another job . 3 2 ‘ 5 3
g not tetise from another job a7 9 95 98
K

\ "
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~¢
-



T NI

‘
H

172

APPENDIX:
METHODOLOGY

Fleldwork

Al the data for this survey were coliected from in-person inlerviews conducted by

Harris interviewers, under the control and supervision of the Harris Field Director and
Regional Supervisors. Fifteen percent of all interviews were validated by telephone 1o
ensure that the interviews had been honestly and accurately carried out.

Al the interviews with the leadership groups were carmed out by executive inter-

-viewers belonging to the Harns executive field force. under the control of the Executive

Field Diractor. in August 1978.

The Sample Design

DA The national croas-section of current and retired employees: The sample was
designed’to be representative of the aduit civilian population 21 years of oldet. who are
currently or were formerly full-time employees. It s restricted to the continental United
States, excluding Alaska and Hawau. and excluding those in prisons of hospitals. The
sample design was based on updated census information on the population of each state.
and on the population ving in urbamized areas and in more rural areas throughout the
country. The sample was stratihed to ensure that it would reflect within one percentage
point the actual proportion of those living in different regions and in chiterent size of place
areas (City, suburb, town. rural). Within each stratum the setection of the ultimate samphng
unit (a cluster of adjacent households) was achioved by multi-stage cluster sampling
Within each of sixteen strata (four regions within four size of place categories) first states.
then counties. then minor civil divisions and. where possible, census tracts and city blocks
ware selected proportional to tensus estimates ot their respective poputations

In a proportional sampie. the number of interviews that would be obtained with
respondents who had retired from full-time ~ork would have been too small for reliable
analysis Therefore. the cross-section contair:s an oversample of respondents ret red trom
fuli-ime work The oversample was then statistically reweighted to its proportionate size
within the larger sample Thus. the cross-section 18 a proportionate representation of
current and retired full-hme employees. ’

interviewers n the field were provided with detaled maps of the ultimate samphng

- unis. and conducted interviews within the assigned taspective aréas The nationat sample

congisted of 200 such interviewing areas (sample points) throughout the country At
each sample point one respondent from each ot et gfterent households was inter
viewed At each household the respondent was + rusen by means of a random selectior
pattetn geared to the number nt adults of pach sex bveng i that t-ousehold The tepre
centativaness of the sample s shown m tae follce 50 table

110
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Number In Weighted
Sanple* Pesstntage

Total Public - 1609 100

Region**

East ¥ 493 2
Midwes! 485 27
South 457 7 .
West 282 17

Size vt Place
Cities contral v ihes i uthamzed areas (generally 50.000 or more) i
Suburbs utbamzed areas outsidetentrat cites

528 31
491

Townis other urban areas (genetatly 2,500 to 49.000) 290 17
' k)

Aural anyituncg nut s ludect above 23
Age ¢
21.24 151 9
' 2534 . 380 . 23
3549 438 5
50-64 425 24
£Hanr L ver 303 19
Raun
White . t 49 88
Nar.atite 195 1
Income e
Linger $7 00C 238 14
S7M00-3:8 0 536 3t
215,000 $24 999 ’ 4S54 33
$05 000 .~ over 3t 18
Sex .
Male \. : 1 00e R2
Fomge A90 38
L Ttaate - oae °o-.-\‘~..--u BN SR
MAEIFI AR L0 R R S R L B g NEgon Sfee, o BN SRRt R L L TR oy S N’ﬁ
LTI 3 L R I L R LI Y DN
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Sos e L T . .-.‘ 4 X 2.4 D Y THL TOIR I TR A, L I S PO

B. The leadershup sample; Tt ieageretup: wample ¢ongmte 1 of a4 iopresentative
ereng socten of 0 s ampatie dawn bom the Fortune 1250 hsting and the Dun ana
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Bradstreet Million Dollar Directory. The sample was stratified and is representative of
companies according to the number of people employed. :

in each case the Chief Executive Officer was contacted and asked to designate
someone who was feit to represent the company's views on pensions and retirement.
Interviews were obtained as follows: !

-

Symbor o .
Deslien *
Pregident, Chief Executive Officer
8r. VP or Executive VP
VP Personnel, Pensions o Benehts
*  VPFinancisl
Other VPs
Managers, Directors
Treasurer, Chiet Financial Othoer, Compitoller
Assistant Treasurer
Beneht Adminstrator/Ofticet ‘
Assistant Secretary ’
Benefit Specialist
Employes Retrement & Weltare Coordinator
Assistant to President
Senior Specialist
Consultant to investment Commiltee
General Counnet
No Spectic Title Given (Blank)

I

w....--..-»mmogszsag

®s

-r
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‘ ’ ‘ ‘PREFACE

The past decade has seen the emergence of major changes in social and econoinic
forces directly affectiny ratirement. Reaction 10 these pressures has already produced
significant legeslation such as ERISA, sweeping amendments i0 Social Secunty taxes and
benefit levels, changes in sex discrimination statutes and moves cward non-mandatory
retirement.

This is a fast-paced ongoing process. Long-term pressures genarated by the shift
in the age end sex composition of the tabor force-will be magnified and accelerated by
the more immediate pressures caused by an overheated inflationary economy. The future
will winess addittonal major changes in the Amencan retirement system to aorommodate
these pressures ~ changes in ‘iegislation, in employment practices, ih retirement patterns
and in the systems used to fund and pay retirement income.

Johnson & Higgins believes these coming changes. and the direction they wilj of
should take. must be hammered out in the real world and not developed solely through
{heoretical think-tank studies of what 13 best for America. An essential step 1n the real
world 1$ an examination of the attitudes of the Amencan public, and business leuders.
about retrement and retrement InCOMe - problems, perceptions, expectations and
intenlions. -

Accordingly. we commussioned Louis Harns ar.d Associates. Inc. to conduct a natron-
wide survey of American employees. fretifees and business leaders to determine these
atttudes .

From the beqinning of this ; oject we allowed Lows Hains and Associates a ¢com-
p-etely tree hand 10 the development of the methodology and in the analysis and mterpre-
tation of the results Our nput was lnited to advice and assistance n desigmng the survey
and drafting the questionnaires. and in the funding of the project. Ail observations and
conclisions which appear in the introduction and Overview and Summary sections ex:
tracted from the full Report are those of the Ha.ris organzation and do rot necessaniy-
refiect the vews of Jonnson & itayms The Johason & Higgmns Commentaty containing
O VOWS apPeats sehdtately beqine.svg on age 1

Major find.ngs having tar-reactsng imphcatons emerged N these areas

o inftation and the qualty of ret.red hfe

o Man.atory retirerment chanqges

e Attitudes toward prvate pensons

o Attitudes towird Socal Secur-ty

B -aame Canen e tewpts are dtuint o evpectng ot n other Cases the results are
Quetss s utpseRg

They OmMpoehene 0 Tatey o 330 et and Mot tirely  The tingings are extensive
401 heutd te b mgpor saribeanges o te Amoncan puble and n parhcular to gov
P B N TU L EPSNL  TEISNTIY S LR CER BLLLE LLLAL AE Consultants actuanes and
J T R S A E SRR ST LRTITR FUDR IR L S LA £ 1o gh g the Amor. an rehie.
[T SRR LIRS “sph . -

>
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INTRODUCTION

American Attitudes Toward Pensions and Retirement is a major study of employee,
retirge and business leadar attitudes toward ponsions and the retirement incomse systemn
in the Unitéd States. )

. In spite of he considerable amount of commentary and public afteation it has
engendered n the recent past, the issue of retirement and its financial implications is
surrounded by as much confusion and uncentainty as ever beiore. The effects of ERISA,
changes 1t the manoatory retirement law, impending major poputation shils, inflation, and
the prospect of turther peasion legisiation — ail these are contributing to the atmosphere
of confusion and creating difficuity for the pubhc and providers of retirement income alike.
American Attitudes Toward Pensions and Retirement has been commissioned by
Johnson & Higging in hopes .ot reducing some of the uncertainty which surrounds the
retirement income system. The survey findings reported in these pages contain a wealth
of rehable information, which, it is hoped, wilt be both illuminating and useful to policy
makers, busingssmen, and all those with an nterest in the retirement ncome system in
the United States :

Readers will be both consoled and concemed by the findings reported here. The
survey b ings a clear perspective to many issues confronting the private pension system
Many criticisms of private pansions conveyed by the media aie not shared by business

_teaders or ther employees. and both groups have much to say that is postive about
pension legislation currently being conssiered But some of the results are troubling.
Many conventional assumptiohs are called into question, and the findings point to a number
of potentially senous difficulties awaiting 1 3tirees and the providers of retirement income
in the years ahead

Apove all, the results wilt set the record straight on attitudes toward retirement and
pensions They cast a much-needed hight on the actions, atttudes, and concerns of
employees regarding pensions and retirement  They bring into tocus the difficulties faced
by today's retirees. and suggest several ways tha problems might be avoided i the future
Equally mportant, at a tme when Congress 1s considenng major charges in the penason
laws. the findings prowvide a sharp portrart of the business community’s attitudes toward
ERISA and thair concerns about the future of private pensions

The survey is based on interviews with two s2parate samples a national Cross-section
of 1699 current and retired employens. and a representative cross -section of 212 com-
panies drawn fram the Fortune hsting and the Dun and Bradstreet Mithor Dollar Directory
The survey ot emplayeas consisted of 1230 intctviews with fuli-ime employees. and 369
nterviews w:th peaple ratired from full.time work  The focus of the study s on current
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and retired empioyees. rather than the unure &uuit public, because the form.ar are primary
contributors and benefic iaries of the Social Security Sysiem, and bucauss tey form that
portion of the public most affected by pension legisiation. For the sample of companies,
imervievs were conducted with corporate executives designated by their chief executive
fo speak on hehait of their company about pensions and retirement. All the fleldwork
was conducted n August 1978 Details of the sample and methodology are given in thy
Appendix .

Louis Harnis and Associates 15 gratetul for the advice and assistance provided By
Johnson & Higgins in designing the survey and drafting the questionnaires. However, the
final respohsibility for the design and implementation of the survey rests with the Harris firm,

" dod s not necessarily foliow that-Joknson & Higging agreds or disagrees with any of
the answers qiven by tne employee of teadershup greups. of with ariy of the observations or
romments maae i thus report

1t should be noted that petcentages in the tables may noi always fotal 160%. because
-4 roupding of the acceptance of multipie responses

vt
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OVERVIEW AND SUMMARY OF MAJOR FINDINGS

From among the hundreds of results emerging from these 'surveys of employees,
retrees and business leaders. four sets of major findings have particulasly important and *

far-reaching imphcations for the retirement and retirement mcome policies of government .

and business:
I infiation and the Quaiity of Retired Life. .
I Mandatogy Retirement: *

‘U Atttudes Toward Private Pensions.
IV Altitudes Toward Social Secunty

The following 18 an ovbrview and summary of these sets of major findings. Readers
should be forewarned that many of the details and nuances of the rasults are unavordably
lost when summar2ing 4 study of this size  Those whose interest i~ spurred by the find.
ings helow are urged to examine the full report

I. INFLATION AND THE OUAi.iTY OF RETIRED LIFE

Perhups the most stnking finding sn this survey of business leaders ar-d current and
rotired employees 1S the pervasive impact of inflation on attitudes toward pensions and
retirement income expectations  The tapidly nsing cost of iiving 1S 1Imposing s vere hinan-
gal difficuities on sis@atre proportons of today's retirees. particulatly on those who do
not recewve vrvann bhenelits  More than 4 of avery 10 retitees and more than § of every
10 totitens wha do Bot teceve porsion benetts chum that mflation has senously requced
therr Standird of lving  Current employees are also feeling the impact of inflation. which 1s
Imhine thenr atnhity to save for retvement while sinereasing the amount of money they
Dehieve theyy witl feed Jul.ng rotitemnnt

Haveng Lt endehung cnnsoquenes tor e providuee s of totroment nconme the pres
gt b antiaton are baostingg tetromet! ncoame ceeds Gead eapectattons The survey
SUinegs COUPIeT Wt prap b b dleeaurap e sheits ahush we sapmihicantly actease
e ouintest ob empioyees, 10d g fettomont e e gerenreg n the 19807 quqgest that
Sudiy S eMphoavers, e Lkely v esett consagontle nre sesue tor Regbes benelits from busi-
SaS AN OVOTEMEnt 3% ey G800 D Tehtome

AL the Sanse timee ¥ osweeger the tnding L e Gy P part of the Solghon to future in
LRt o fen oo ooty My PO wath enicoyees thanselves Fployees e walling to
b et Dy gbeerie, f0y thes e Leatn 10ty 3t 12ty o 8 e o bt 1 L 00 e ke in
oartangie St Lpeser bttt G st Dot avante et W gt Twve thirds of the
ool e, 0 ety gt gy Ty A S e AT et e b g gyt ot t conh bt
poenrgs B foseny e ey g s s s B cetesenie s bottehites Meges thuger 3nytung
...'.‘.0, eI Wi el Yeer Wptiere Bga oot Vys e as ffegset . oasgrte ’.-_.'_‘.'" o ey pl;’n “‘,”k, “"l\"d"
tnpedtete, gt siw fedas AetB thee oot L ey (S0 TRy watkinepy Clettannly thesie fadings
1t b gpetan e Dot et st gt e e e frae ftesene s Didwntts whia! poaplie il
N R O A S EL I S TP L WA £ T S T I L S ) R0 LAULIINE BT YRV LU ¢ gL
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govemment and government spending (Federal, Congressional, state and local)
a%e among the major causes of inflation today according 1o current and retired employees
and business leaders.

B. Amﬂaﬂydnﬂmmmmmwnyd retired life, but for many,
retirement is a time of tinancial hardship. Slxly-ﬁvopommafthooewhoamwmuy
retired from full-time work believe the quality of retirad lite is at least as good as the

quality of working life. However, 34% feel the quality of retired life is worse than the .

quality of working life, and nearly two-thirds of the retirees in this group say that finahcial
are atthe root of sheir dissatistaction. .

Over half (58%) of those retired from full-time jobs feel that their current standard
ot tiving is at leust adequate, but a sizeable 42% feel that their income provides a Standard
of living which is less than adequate. Having a pension clearly makes a difference in
a person’s standard of living during retirement. More than hait of those (66%) who do
not receive pension benefits but just 23% of those who receive pension benefits believe
that their current income provides a !ess than adequate standard ot livirg.

The findings further suggest that many retirees are not able to afford some of life's
basin necessities. In response 10 a question in witich retirees wefe asked what they would
do if they had an additional $100 a month. small but significant percentages report that
they would buy food (18%). buy clothes {12%). pay off old debts (14%), orgotoa doctor
or dentst {7%). ! )

© C. Spurred by inflation, retirement in:ome expectations are rising, and the pro-
viders of retirement income are likely to feel increasing pressure tor larger benetits in
the years ahead. To current and retired employees, by far the most important of several
possible characteristics of pension plans {i.e.. guaranteed bonefits, portability. vesting,
otc.) is that the plan have benetits that go up with the cost of living. A significant 66% st
this pension plan characteristic as extremely important, and another 27% calt it very
important.

. Though many retirees are dissatistied with their standard of living, over-
wnelming majorities of employees and business leaders teel the standard of tiving dur-
ing retirement should be about the same as it was betore retirement — a goal which
may lead to increased d-‘mands for higher and more lbetal benefits as nflation continyes
10 erode retirement incomes Eighty-one percent of current employees and 84% of retirees
feel that the standard of Imng during retirement should be about the same as before
telirement; only 8% of each group think the standard of living duning retirement should be
higher than before retirement  This 15 dramatic contrast to the 42% ot retirees that
feel that thewr tncoma provides a standard of hving which 15 less than adequate. And
while nearly 2 out of 10 business leaders think retirement income should he less than pre-
retrement tncome. a high 82% feel 1t should be about the same as betore retirement

€. Employees are willing to contribute to their pension plans, or to contribute
more than they do now, in exchange for various types ot addilional pension benehts

- vl -
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Sixty-sight percent of the empioyees interviewed would be willing to increase their con-

tributions if it increased their retirement benefits. Employees say they would be moet wii-*

mwmm«mﬁmwmmmnmwmmm
increased with inflation and the cost of living (74-16% willing). By smalier marging, em-
ployees say they would be willing to increase contributiens if their plan (et them become
eligible to receive benefits at an earlier age (61-27%), if the plan had s 100% guaraniee
that they would receive pension benefits regardiess of investment performance (60-20%),

. and lf the plan provided survivor's benefits to their spouse (58-31%).

il. MANDATORY RETIREMENT

Thoughmewwoyﬁndlmspohmomunﬂngﬂmnowmmrwmandm
providers of retirement income in the years ahead, they aiso reveal a trend that, in the
long run, may Mﬂcmﬂymnﬂwmunonhﬁmwmm
homanumberofeoomuucanddemogmpmcmdsumnummmmm
mandatory retirement law, the current trend toward early retirement may be reversed in
the not-too-distant future. More than half of today's employees would prefer to continue

working — either tull-time or part-time, at the same job or a less demanding job — instead .

of retiring, and just less than half say they actualiy plan to continue working and defer
retirement. Also. workers between 18 and 49 years of age are significantly less likely to
look forward to retiring than oider workers. This may be a perception that will change as
workers grow older, but it also may point to an mcreasmg preference (or deferred retire-
ment as the work force ages.

A. Pushing back the mmmwfwwaootmestombmwomedbybom
current and retired employees and the business community, but only total abolition
of mandatory retireament will satisly public opinion. A large majority of cutrent and
retired employees and a smalier but still substantial majority of business loaden are firmly
opposed to any mancstory retirement age whatsoever. By 88-10%, currerit employees
believe that “nobody should be forzed to retire because of age, if he wants to continue
working a:-d can stilt do a good job. ' The same view is held by 2 of every 3 (67%) busi-
ness executives interviewed.

B. While a majority of employees look forward to retirement, signiticant per-
centages would prefer to work ~ either full-time or part-time, at the same job or a
less demanding job — as an alternative to retirement. More than 1 in 4 (26%) employ-
ees would prefer to retire when they reach the normal retirement age for their employment.
Another 22% would like to retire before they reach the normal retirement age for their
employment. However, a total of 51% say they would prefer to continue with some type
of employment.

Though older workers are more likely to say they look forward to retirement than
younger workers, there is little difference between the two groups in actual retirement
intentions Roughly half (48%) of those between the ages of 50 and 64 say they intend
to continue work 1g instead of retinng. as do an almost equal percentage of younger
workers Among workers between S0 and 84, 95% are covered by Social Securty. 62%
are coverad by a private pension plan. and 28% are covered by a government employee
plan.

C: A substantial percentage of today's retirees voice a rirong desite to work
during or instead of retirement. Nearly half (46%) of 10day’s ret.rees would prefer to be
working. while an even half {50%) would not Not only would sighificant numbers of
retired people prefer to work. but more than half would have preferred to continue work-
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_ ingnstead of retiring. Assuming tiey had an adoqua?;;zmnem income, 31% of current
retirees would have preferred to retire when they the normal retirelment age.

Another 12% would have preferred to retire before they reached the normal rétirement
age. A majority of 53% would have prefe'ned to continue in some kind of employment.

.+ L ATTITUDES TOWARD PRIVATE PENSIONS .

Both before and after the Employee Retirement Income Security Act of 1974, private

s pension plans have been criticized for being financially unsound, for promising what they

may not ba able to deliver. and for various inequities in the way employees become eligible

for benefits. Whafever the possible merits of these criticisms. they are not, for the most

part, fully shared by people currently covered by private pension plans. Most employees

(78%) claim to be basically satisfied with the way their plans are designed and admin-

istered.. And while approximately 1 in;3 (31%) express leas than full confidence in their

plans. a 68% majority hdve a great deal of confidence that their plans-will pay the benefits

+0 which thgy are entitied upon retirement. Of those who ar3 not fully confident, only 6%
have no confidence at all in their plans. . .

At the same time, these positive attitudes cannot be interpreted as public acceptance
of the status quo in the private pension system. While employees say they are satistied
with plan design and administration. many place a high psiority on types of provisions
which are not found in most private plans today. Foremost among these dre cost of living
benefits. which are likely to become an increasingly central focus of employee demands
it high fevels of inflation persist. benefits wiich will permit the same standard of fiving
as before retirement and surg@or benefits.

The Employee Retirement Income Securty Act has brought substantial changes in
the types and amounts of information about pensi§ns given to employees. The sutvey
findings show that receiving informaton about their pension plan is extremely important
io employess. but employees and employers have widely divergent views as to the types
of information that should be reported. Employees place a higher priority than employers
think necessary on recaiving information aiout the cutrent financiai status of their pension
plans 1 areas such as where funds are being inve:ted. who is managing the funds, and
the return Qn investment However. it should be noted that employees are generally satis-
fied with the information they currently teceive and majorities say they find the reports
they receive ‘rom their employers understancable and helpful Wrile the contents of reports
may be ungroved. the inuting factor in employee knowledge about pension plans is not

\thn reports themealves but that many employees fat to read them

in the fm'rlw‘l’ym*‘.‘ havseg 4 penaon plan at work s evtramely 1mportant to today's
upteyans  Whidamplaytrs and employees are not without cnticisms of private plans,
o anything the fivedne s agiest that bath grour  would favor an expansion the private
pension system: .

A Having a pension plan 18 a high prionty among current employses. By 80-16%.
et e ey tnal Bt ety eNTREOYO! SRS B tequitend by taw fo provide a reasonable
porteann g At employens T Fmnloyors have nenerally favorable athtudes toward
frer:0n £ ahd ced many dvantiages; an them-for thear company However, they dis-
aqgres that they hauld be tequied by Lay fo provide such plans by 67 33%

B Employees covered by private plans voice relatively high leveis ot satisfac-
ton with the way their plans are designed and admunistered, and a ma,unty (68%)
have o great deal of confidence that then plans will pay them the benefits to which
thay are enbtied whon they retirg. Geverty et percent of thaan covered by pravate
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\plans are at Irast somewhat satafied with the ®ay therr c'ans are designed and admin-
mtarad while 16, are at least somewhat dissatished  Although a commendabie twa-thirds

* of prvate plan pasticipants have a great deal of confidence in their plan’s ability to deliver,

25°, are less than fully conthdent. Six percent have no confidence in th'ei; plan at ail.
L d

C. Private pension plans get generally high ratings from business leaders when
compaced with plans for government employees, union plans, and Social Security.
Current and retired employdes are mildly positive about private plans, but they are
most positive about plans for government employees. Similar to business {eaders, cur-
rent and retired emplayees are most negative about union plans and Social Security.
Bueinnis leaders not saprisingly. zre most posikve about private plans, believing them
1o offer the tighest benetits for the money contnbuted. and to be the best run. Business
naders are lighly negative i therr views toward umon pians and Social Security. claiming
that they’.t:e the soutees of ehrement income mostin need of change.

A piurtsty 131943 of current and retired emplayees teel that plans for government
employess: offor the hegract henefits, ot the money contn .and (by a 362% plurality}
aoultd 1ot L e - dan over it athers A they, had to el only one plan for ali
M ebreepant ¢ e ke businens leaders carrent and retred\employees hold gen-
wrally ne- e L ced ol tien plans and Social Secunty ‘

D. While employees say they are generally satistied with plan design and admin-
1stration, many place a high priority on types of provisions\\{hlcn are not found in

most private pluns today By St the inost unpQrtant feature 1 have in a pension plan,
ACCOIELI:E %o e e il R sobrgrd hiplyeas, 1 proviiion or henefits which increase with
et ot or g A Toam 3 WP Bt the L hanietentie s at least very unportant Sizeable
MAOHE-e ARy el ¢ st metmmar very mpartant’ 19 have guaranteed benetits regard-
o of i nent pretormagns e e o Ruaye sagyeeor benehits  Business learjers consider
vttt ot g ravmetite By e reth jor s ampertant than do curnent and tetired employees
stend thes, feet 4 e mgat mmpartant that employees be quarantesd benefits regardless
Sanabe e treerer e g d that eenginyees e quaranteed to 1neenve vosted henefits
Ay g e g et sen qayreenane Bggaeee e geers ahare the views o0 employees
NI R TTER T U CRPPITELUR IR 1 P S NSRS O SN A m-c;.-hr. 113 [ANon pians.

£ Many employees, retireas. and employers wouldd favdr changes in the pension
Law 1 permit tax deductible employee contributions Meatly higlf (49%.) nt the working
P 1t e 3 R 1 IR e e e i iy Al would perntt aholayees
L TN TUR LI AU LOPTITIR L SO '..g‘ &tk oLgtn] Bl t tanr et hghon fom fieterdl L0
ABE ey et bl OB A 5 e atetees e ot e ciugge Thie Propusial receves

SOl g tett t e dr. se. ot Seee b g e wenid agpreye of T
Dt My tge Jeale thoee st p ot g s pere o gt gt Weith
Pa e gene e bt gl MUl g, e 1t Tp Petttterg the e tal i enent

togeAneg et tees AL ety et ey ﬂ rrotremien plan .
f While 1 major.ty ot employees say they uld be withng to, contribute to thest
pension plan, most omployers do not think they should be requited To do so it 767
T T TE U T R A S T TR L O B LR L LIRS oot tehyles e thent pentednan

I R T P R SIS PR P

G tnougn employees ate rnl:tf:v«-ly watstient aith the pension inturmation they
cuttentiy teveve busipess leaders widely nusiudge the .mportance empioyees place
A eeerton Sypress o informygtooeg ahooug thess pension platss, e [ LI LA A A B
| AATTIL LS S Y ftres T R R L L BRLA T L PRI ST | YRS IR LI (iR 1)
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Mmmmm.mmwmumumm (83%).
ponsionfundsmbdnghvmd(eom.misummmm(w%).w
retum on investment (58%;. However, among business leadsrs whose employess reosive
annual mports, just 3895 feel it is “very important” that the report-contain informetion
about the current financial status of the pian, and less then 20% believe

include information about who is managing the funds, w re the
the return on invesiment. Nonetheless, mejorities of th 30 who have read their

pension report rate it pesitively fog the information provided.

H. Many private pension plan participents are familiar with some of
pmumaum:mmmmmmmummmm
ment in thelr knowiedge. Most seem 10 know whether or not

half are about the size of their monthly retirement benefit. Even among those
who are close to retirement (50 10 64 years old), 58% do not know the spproxi-
banefits
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L me:mmhmuuudvmcuhmm:m
should be handled if they change jobs retirement. A narrow 34% plurality feel
that their acorued benefits should be kept in original pension pian and the benefs
peid out when they retire. Thirty-one percent that the money be transferred
16 & separate account of their own, like an IRA, and paid 1o them when they retire, while
mamwmmm-mmmmum.wwmmmm-
plan. Onwz%dmploymmbyammwﬂb of- busingss leaders
would prefer thel the money be transferred' to the “<.eral government until retirement.

J. umw_mmluwmmumammmm
Social Security is taker'into account when determining the size <’ 3 pension bnefits,
are met with opposing views by business leaders and current . °etired smployees.
By 77-22%, a majority of business leaderd feel that Social € - anefits shoutd be
taken into account when determining the size of a pension bey- ¢ by 85-37%, a
majority of current and retired employses believe that Social Secuswy benefits shouid
not be taken into account. - .

V. ATTITUDES TOWARD SOCIAL SECURITY

when they retire. Yet substantial numbers, particularly among younger employees, have
little confidence in Social Security's ability to pay their retvement benefits. More than ]
out of 10 current employees have less than tull confidence that Socigl Security will pay
them benefits 1o which they are entitied when they -etire; 42% have “hardly any con-
fidence atall.”

The findings suggest increased pojitical pressure on Social Security in the future,
much of which may be in the form of an increased demand to use general revenues of
other revenue sources 10 fund Social Security. A majority of current and retired employees
generally agree that, if necessary, more money should be collected from. working peopie
s0 the income of retirees can keep up with inflation. This, coupled with the growing num-
. of employees who will be retiring n the years ahead, suggests an upward demand
an. ‘reasing political pressure for larger Social Security banehts and, consequently,
higher Social Security taxes. Moreover, while 45% of current and retirad employees feel
that Social Security benefits should be paid out of Social Security taxes, 47% feel that at
least part of the money should come trom other taxe .,

- Rif -
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/ Employees and retirees want th; Social Security System 10 work, and most (76%)

want it 10 work as was originally intendéd — a program to provide a basic level of retire-

T ment income that will suppiement other retirement income sources. Whet is needed, the
findings suggest, are ways to restore the pubtic’s confidence in the Sociel Security System.

A. The vast majority of the working public are relying on Social Security for
income during retirement, yet many are skeptical about the system's ability to pay
out future retirement benefits. Eighty-seven percent of s employees expect 10
receive benefits from Social Security when they retire. However, more than 4
employees have less than full confidence that Social Security will be able to pay the
benufits owed them when they retire, and more than 2 out of § have hardly any confidence
at all. Moreover. employees list Social Security over govemment employes plans, private
plans and union plans as the source of retirement income most in nged ot & change for
the better.

B. Current and retired empioyees feel strongly that Sociel Security

should be increased with the cost of living, as is done now, but they havp mixed
views as 10 what moneys should be used to provide benefits to current and future -
rotirees. Eighty-six percent of current and retired employees fesl that Social Security
benefits should increase at least as fast as the cost of living over the next five yeers, while
only 9% believe they should be kept the same. With a view sharply divergent 10 that of
business leaders, a narrow plurality (47%) of current employees and retirees fee! that at
least part of the money for Social- Security benefits should coms 4rom sources other than
Social Secunty taxes: 42% feel that part should come from other taxes, and 5% thet a/f
benefits should come from other taxes. By 79-20%. business leaders feel alt Social
Security benefits stiould be paid from Social Security taxes.

C. A 76% majority of current and retired employees helieve that Social Security
should provide a basic level of retirement income, while 17% believe it shouid pro-
vide ali retirement income. Among those who feel Socia! Security should provide a basic
level of retirament income, 22% believe it should provide a basic level of income regard-
tess of pre-retirement income and 31% believe that it should provide a basic level of in-
come while ‘aking previous ncome into account. Another 23% feel Social Security should
provide a basic level of income which should be used as a supplement to other retirement
income. Part of the reason for low interest among current and retired empioyaes in Mving
all retirement income provided through Social Security is a lack of confidencs in the gov-
ernment's ability to manage such a program. Nearly half the respondents (49%) have
hardly any confidence in the government’s ability to run a program in which all retirement
income would be distnbuted through the federal government and funded by taxes.

— Xiii .~
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ADDITIONAL FINDINGS

BUSINESS ATTITUDES TOWARD Rl \

. 1. Business leaders have mixed views on ERISA: in general, they rate the law
negatively. yet they hold strongly positive views toward a number of the law's basic
provisions. Negative business attit:ides toward ERISA stem primarily from the time,
paperwork, and costs required to administer a plan. Many of the major criticisms fre-
quently heard about ERISA, such as its effect on investment nrformance, fiduciary
standards. and pension eligibility requirements, affftot shared b, the sizeable percent-
ages of the country’s business leaders who are invoived with company pensions. ERISA's
fiducrary standards, for instance, receive a 76-21% positive rating from business leaders.
The law's vesting requirements are rated positively by 90-10%. Also viewed favorably are
ERISA's pension ehgibibty requirements*(78-20%). joint and survivor benefit regulations
{87-10%). funding standards (78-16%) and plan termination insurance (68-36%).

Overali, however businessmen give the law a 61-38% negative raling, The reason
for this rating hies primanly with the law’s reporting &.1d disclosure requitements, and the
cost. paperwork. and executive time which they engender ERISA's reporting and dis-
closute requirements meet a strong 71-28% disapproval among business leaders. By
57.34% leaders say ERISA has a negative impact on the time it takes executives to deal
with pension matters  And the law 1s thought to have had a negative impact op a com-

-~

pany’s cost of having 2 pension plan. by 54-30% -

2. A tull 69% of the leaders interviewed feel that ERISA has had littie or no effect
on the basic investmant strategy sor their company's pension fund. Another 14% clam
that the funding and hiduciary requirements of ERISA have tesulted m different. but not
necessanly more conservative. shvestment strateqies for pension funds Just 15% charge
that ERISA's funding arv: fiduciaty requirements have ‘esulted i more consetviilive In-
vestment strategies for their company

BUSINESS ATTITUDES TOWARD PENSION FUNDING
AND UNFUNDED LIABILITIES

1. Most business leaders feel their company’s pension plan i1s at least adequately
fuhded. In terms of the benehts that have been promised 63% clasm their company’'s
olan 1 well funded. 29% clann it 15 adequately tunded. and only 2% sgy thew plan is
gnder funded  Generaly. the larqer the percentage of ested abihties which are un-
e, the less posttive business leaders ate about the adetuacy ot therr plan’s tunding

2. Fifty-six percent of the companies in the sample have some portion of their
vusted pension liavitities which is uniunded and 44% do not. Thuly fer percent of
the feme, 1.0 ptunged costed atulies ogntig 1 6% o0 e ot ther tetal vested
Tpbeitees 00 B ur netead e s demd Taqpendin s oF By S atg SR f iot! veated
N X S LN DYTRTIIPT PO S YD PRI TN JR T TR NIDRRC e U U IR O thin batlf of

shiv e gl eetent e’ Ly

1 Business leaders ard considarably concetned about the problem of untundad
pension habibties, but they are qenerally not alarmed. s, fowr 31t the peteless ey
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4. By 68-19%, business ieaders feel pension funds should be lnvested wherever
they bring the largest return, regardiess of the soclal policies of the companies or

countries in which they might be invested. Employees covered by private pensions are

nesrly evenly split on the issue, with a narrow plurality favoring investing funds wherever
they bring the fargest return if following socially desirable investment potlicies meant
retirees would receive lower pension bensfits. it shduld be notud that a substantial minority
feel strong mmamwcminwmmammmmww
undesira icie8. .

PRE-RETIREMENT PLANNING

. The experience of today's retirees shows that pre-retirement planning is crit-
- {cal to a segure retirement;’ current - retiress who had ‘inadequately planned for their

* retirsment are-considerably more likely than OHTeTs 10 have B Ingduquats amountor retirg-

ment income. Among those who | they had done enough planning, for instance, 10%
claim their income is less than adéquate. But the same claim is made by 56% of the
retirees who say they had done far tod.littie or no planning at all.

2. Sizeable percentages of today’s amployees feel they have done little planning
and made few preparations for their retirament. This is true for older as we
younger empioyees. Thirly percent of current émployees have done no planning d@eall

for their retiroment, as have a smaller but substantial 20% of those between the ages of

50 and 64 Forty-eight percent of employees between £9 and B4 years of age (and 58%
among all empioyees) have not given any thought to how much money thgy will need
when they finally retire. More than 1 in 5 of these clder empluyees Ixtend 10 retire without
a pension. - )

GOVERNMENT EMPLOYEE PENSION PLANS .

Strong majorities of current and retired employees and of business leaders feel that
public pension plans should be subject to the same regulations for funding. reporting.
and eligibuity requirements as are private pensions Public plan compliance with private
plan regulations 15 tavoted by 68% of current and retired employees (14% opposed).
and by an overwheliming 93% of business leaders Moreover, such compliance s favored
by a si1zéable 65~ magomy of employees currently covered by pubhic plans and opposed
by only 18%.

DOUBLE DIPPING

There s oty midd pubhc opposiion to the practice of double dipping By 51-42%
a narrow majorty of current and ratved employees beheve that peopls who refire after
« 20 years of service on . qovernment job shauld he able o coltect a government pension
while working at a second job  Business leaders take an opposite view. believing- by
.50-30% that retired government workets shouid not be able te on~llect a government
nension while warking at g socond ep {asth, both current arepleyess god retirees as
well a5 breness Beaders foel that peopte who ot afte: 20 yeats of qovert: ment service
And whoo then work aned setae fomm g e 30 bk e able s caltec! two pentaons
one for each joby they have bad
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JOHNSON & HIGGINS
COMMENTARY e

mmaammmummnmm.mmmamm
wovddbdmﬂomdmomdnwbn:lmqmmywmm-mmm
wmmmmmmwmmmmwmammmmm
are elements of the overall problem. LI

mmmmmmmmmm politioal reali-
ﬂu.pmduoumy.mﬁomwonandfmdlngmuubomdmmmm
poﬂommanacummmmmmmmmmpommmmm
issue could take. )

mmmemmmawinwmmmmmmmu
organized and evaluated, J&H would hypothesize that: .

A coordinated retirement plicy should aim for an adequate retire-
mentlncomuponremmmmmwﬂorfaaMww
spouse, taking into account ail available sources of income.

This tramework specifically exciudes the broader question of income transfers vased
on need without regard to prior employment, length of service or past earnings. While
spmnﬂndomployeesmayneedsuchassistanee.lnoomuansfmofmmypemna
related to retirement per se. It is not possible to provide all perceived social income needs
mmhamuwmmm.mqwmundersmdymwnotbeomndbyb!end-
ing it into a larger problem.

The elements of the theorem can be used to arrange available information under
the following categories: N g :

What is an Adequate Retirement income?

o at the time of retirement )
| ® during the period of retirement !

What Should the National Policy be Toward Retirement Age?

* e employment beyond age 65
« intentions of employees

How Should Retirement Income be Defined and Determined?

o what type of income should be replaced
o should bonefits be based on earnings of need

What Should National Policy be Toward . . .7
* personal savings for retirement
o integration of private pensions and Social Secunty
o portability
o mandatory pensicns

MHow Should Retirement Income Sources be Funded?
e private pensiot plans

o public plans (for government «mployges)
o Socal Secunty -

‘
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What is an Adeguate’Ratirement (ncome? . o

Should “adequate™ be measured in comparison to pre-retirement apendable income, -
pre-retirement standard of living, desirea stendard of hving or gomething less?

The overwhelming majority of employees (86:35), retirees (82%) and empioyers
(82%) believe that the post-retirement sténdard of Bvi should be equal to or better
than the pre-retirement standard of living. This goal is and will become less
realistic as the retiree 10 worker ratio increases in future infiation takes its toll.

A more achievable goal would seem 10 be one whore combined retirement
income available from a pension plan and Social Security provides a standard of living
somewhere between “comfortable subsistence” and the pre-retirement standard. This
wouldthonbagupplementedbypersonalavimdndotwm :

Thoadoquacyooalchouldbedeﬂmdinmoumofmw
aftertax income level shortly before retirement, weighted to favoe the lower pald
individual. Ideally, the initial benefit would be adjusted, within the constiaints of

- tinanclal feasibility, for post-retirament increases in the cost of living. 83% of em-

.

-

ployees and retirees and 51% of business leaders believe it is importent { at pension
plan benefits increase 1s the cost of living goes up. .

Even with the more optimistic pre-retirement standard of living in mind, the study
shows that 76% of retirees who dre raceiving pensigns claim to have a standard of living.,
which is adequate or mere thap adequate while only 43% of retirees who do not receive
pensions feel the same way. ]

This means the overall em needs improvement because a substantial minority
claim 1o have a less than adeqiiate standard of living 1o some degree — 23% of pensicners
and 56% of thvose who are not receiving pension ‘benetits.

These results also highlwht the dramatic difference in the standard of living betwesn
thote retigees who are recejving pensions and those who are not and clearly shows:

(A) Social Security has nbt. in the aggregate, ptovided adeouate retirement benefits to
the Amenican public./The stated intention of the Social Security system initially was
to provide only a basic floor of protection.

(B) Pension plans havel to a very large degree, done the job they were designed to do
~ 1.8. bridge the gap between a basic leve! of Social Security benetits and un ade-
quate standard of hving This 18 true despite the fact that retiree expeclations are
bigh and current retirees have by and large. retired under less generous plans than
will future retirees.

The pension system aiready covers a large majority of employees

(A) 60% of curtent workers are covered by private plans (about 7 out of 10 who work
i the private sector) and 23% by public employee plans

(B) Of employees age 50 and over. 62% are covered by private plans and 28% by
public plans.

NOTE There may be some dupiication of those covered by private and public plans —
¢ g. "Double Dippets™

The 6ensmn system must be expanded t cover an even larger percentage of employees
The federai government 1 moving i th-: nght draction by encouraging simplified penston
plans and IRA accounts to it the covetage gap among employees of small empioyers

Assuming employees are coveted by a penson plan and Social Secunty. which
together provide an adequate standard ~f bving at retirement, there remans the problem

2
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cufrent retirees cleim that inflation has reduced their standard of living. We believe that

this is & major problem that must be dealt with by private pension system,
One scenario that pops up as & trial balioon from time to time runs as foliows:

(A) Private pension plans cannot keep'pace with increases.in the cost of living:
(B) Social Security is indexed to the cost of living: :

_(C) Therefore, we should eliminate private pensions, with their tax “subsidies”. and
provide all retirement income through Sortial Security.
We believe the survey shows a number of major defects in this line of thought.

(A) The Social Secunity system cannot provide the level of benefits needed to main-
tain an adequate stgndard of living. Simply maintaining the present leveis of
raplacement ratios would eat up an estimated 21% (excluding Medicare) of covered
wayroll by the end of the first quarter of the next century. Only 30% of employees
and 49% of business leaders agree that the 1977 Ameridment increasing taxes
was the proper approach. Clearly, the wage-based Social Security tax is approach-
ing an upper limit of tulerance — politically and economically. .o

(B) Most Americahs woutd not want the Social Security system to provide.all their
retirement income. Only 17% of current and -retired employees would favor this
approacll 42% of current employees have hardly eny confidence that the Social
Securily system will be able to pay their benefits when they retire.

amwmnmummmamam.m;mmu%d

(C) The ponsion sysien: is making a major contribution toward mitiguting the impact

cf inflation. 53% ot retired employees who are not receiving pension benefits claim
that their standara of living is being seriously reduced. «Jnly 28% of retired em-
rloyees who are receiving pension benefits are feeling the same degree ot impact.

{D) There is a widespread distrust on the part of workers and business leaders in the
government's ability to manage Social Security. As en indication of this, 32% of
current employees and 37% of businessdeaders would, if given a choice, get out
of the system. :

The underlying question is whether a sufficient portion of the real weaith (goods and
servicas) being produced currently can be allocated to maintain the standard of living
of current retirees. if the economy can afford this, it can be done through private and
public pensions as adequately in the future as this survey shows has been done in the
past. {f the economy cannot afford this aflocation of current wealth, eliminating private
pens.on plans and promising fully adequate and indexed benefits from Social Security
or other governmental programs will not.work. All that is accomphished is deferral of the
cost of current benefits to future generations of weaith pioducers — at a time when the
retree/worker ratio 15 beginning to increase. If too much of a burden is shilted to the
tuture, the succeeding generations of workers may simply refuse to honor the "pledges™
of their predecessors.

The reat protlem is inflation - not penston plan adequacy. if the nfiation problem
itselt 1s not solved. government retirement benefit schemes can only hide and defer the
true cost While pension plans cannot solve the problem of inflation, the private pension
industry has developed a number of techmques that mitigate the full irnpact of infiation
on retirement benefits Plan sponsors should utilize available techniques within the limits
of avimlable funds lest the perceved benefit gap be filled by a federal deficit-financed
scheme which would assure continuation of the wicious nflation spiral

O
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In addition to existing techniques, one new approach 1o be explored would be to :

earmark employee contributions to provide some cost-of-living protection as the initial
benefit ‘provided by the pian begins to be eroded by inflation. This approach would be
more attractive if the employee contributions were deductible for federal and state income
tax-purposes. The study shows that 68% of pian pasticipants state thgy would contribute,
it it increasex their retirement denefits. '

. + Johnson & Higgins believes that an employer achieves good results In employee

¢ -penefits with features that are valued and.appreciated by plan participants. Pension plan .

provisions that come to grips with the infiation problem will aqdress what the survey }
shows is the principal concern of participants. It is likely that pension plan imgrovements  «
of this type will be the most effective.

-t What Should the National Policy be Toward Retirement Age? _ '
The conventional wisdom regarding the impact of the recent amendment to the Age .
Discniminatiun Act of 1967 on retirement ages holds that: T t
o there is a well-established trend toward early retirement, .

» changes in the mandatory retirement age will not atfect the number of employees
who tetire before normal retirement age. .

o it will have little effect on the percentage of employees who will work beyond
normal retitement age. .

_ the averall impact on pension plans and costs will be minor.

The respanses oblaned from the emnployees and retirees themselves cast great
doubt on the long-term accuracy of this conventional wisdom. Only 47% of all current
employees (52% of private pension plan participants) say they intend to stop working R
on or before normal retirement age. Another 8% in both categories intend to retire :
and take a job with another employer. In addition-to this 8%, approximately 41% of
employees and 38% of private pension plan participants say they intend to work as
long as they oan at the same job, a less demanding job or & part-time Job.

This surpnsing result among active employees correlates with the preferences of
retired employees -~ 46% of whom would preter to be working now and 53% of whom
would have preferred to continue working instead of retiring.

it is not determinable whether most employees will do what they say they intend
to do. It does seem abundantly clear that a far greater number of older employees
than employers have anticipated will continue in the work force in some capacity.

1t 13 ditheult to 1orecast accurately how this will impact costwise on private retijoment
neome plans Thete will be no plan sav ags for the 60% of plan participants who intend
to etire on or before normal retrement age Unless the plan provides a credit for post :
age 65 service. there should be a savings for the 17% who intend to remain fult time in
The same job of 1 a less demanding joh The 21% who intend io remain in part-time
emplaymem will probably represent modest savings only. They would most likely not take
patrt e work with the same employer it it meant the loss of current pension payments.

The effect of antinued employment on the Social Security system will depend on
the eanings linutgtion test. the extra crodit for working beyond age 65. additionat Social
Secinty fes paed duning post reirement” employment and any future changes in the
roptement age ty quabty tor tull benefits .

With *he amergenss of a substantial number of employees who intend to remain in
muploymer? gt the older ages the demagrape shift in the retirea/worker rato and

Oy
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sustained inflation, & number-of approaches will undoubledly be evaiuated by Congress
and by employers:
« & gradual deferral of the age at which unreduced pensicp aid Sodiel Becurlty
o require additional pension credits for employment beyond age 68
o elimination of inducements for early retirement under private and public pension

mwgmmuwommmmbm@mm )

" How Should Retirement income be Defined and Determined?

{etirement income from Socia! Security and pension plans should be limited to_
the replacement, t0 & worker. and spouss, of income lost because of & permanent.
m%mwmmmm‘mdmm»mum

The survey showed, however, that eighty-three pefcent (83%) of both employess and
business leaders believe that it is very Important or extremely important thet 8 pension pien
provide survivor i benefits to the spouse of a deceased empioyee. This is & proper

and desirable benefit Yagemployees who have or could have retired and started reoeiving .

bepefits '
Nevertheless, we believe that a retitement inoome system should not be used t
m«fwommammmmmmmmm~mumm
rwmmu.mmm«mm.mhmofmmmhnwmm
maintenance must be clearly defined and limited if a nati nal poficy is to be developed.
interjecting tangential income needs into the retirement issue merely serves ic divert
attention and funds from the main probiem. )

If pension plais are’mandated‘to provide pre-retirement doath benefits and other °

types of benefits not specifically related to retirement income, then the primary objective
of retirement inccme maintenance is lost. Furthermore, funds which oould have been
used to increase retirement income would be diverted to other uses.

Reopmsosﬂomemployeeundbudmleadmonmeddum!naﬁmofnﬁmm
Income levels lead t0 a consensgus that. .

‘e Social Security benwfits should provide a basic level of retirement income
{76% of employees and 98% of business leaders).

o this basic Social Security benefit should be related to the worker’s previous income

of should supplement other retirement income ™
(54% of employees and 77% of business leaders).

o pension plan benefits should be based on eamings and length of employment
{58% of employees and 90% of business leaders).
When asked whether a basic level of retirement income, regardiess of pre-retirement
income, should be provided
(A) from Social Security, )
_ only 22% employaes and 21% business leaders said yes, and
(B) from pension plans,
only 28% employees and §% business leaders thought so.
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« & basic level of retirement benefits paid trom Social Security geared to priof
eamings but with a minimum benetit amount, B

'onmm'MMmmmwmwmaw. g
mmmmmwmmm'm. 7
minimum. ° ) SR
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Security and should not be confused with the retirement income maintenance supporied

by payroll taxes and pension plens. :

Netiona! Policy lessues : . : ' .

The survey shows that 54% of employees believe they should share some responsi-
bifity to provide for their retirement iricome along with the government and/or the em-
ployer. A substantial 38% believe the government and/or their employer should bear the

. whole burden while 7% are not sure. - _ :

This 39% who feel that empioyees have no responsibility for providing for their own
retrement income represents a clear danger signal for a national retirement income policy.
This attitude is reflected in figures reported in a recent study showing that Americans save
fumﬂuncmmotmimmmuwmmmdmbm.
In 1867, sonsumer savings in America totalied 7.58% of tonsumer after-tax income. This
dropped to 5.1%‘in .477. All other industrial countries in the report (Canada, Britain,
West Germany, France and Japan) showed increases in the savings rates. By 1977
Canada with the lowest rate, was saving 9.8% and Japan, with the highest rate, 21.5%. - .

The statistics for American savings rates can be attributable to many elements — -~
-erosion of purchasing power thirough inflation, siow-down of the economic growth rate,
more comprehensive social programs, lack of tax incentives to save — but the trend con-
firms a growing unwillingness or inability of Ameticans to save for their own retirement.

This is a panticularly disturbing trend when coupled with 8 possible peaking of the
ability of the Social Security system to raise additional funds by payroll taxes and the
ever-present demand on pension plans for increased benefits and cost-of-living protection.

Johnson & Higgins teels that any long-range policy for a retirement income sys~
tem must re-emphasize the responsibility of the employee to share in the cost of
providing his own retirement security. This policy should be supported by tax incan-
tives for individual retirement plans and for employee contributions to employe:
sponsored pension plans.

In response 1o the question of whether Sogial Secunty benefits should be taken into
account when determining the amount to be receved from a pension plan -- that is,
whether private pension plan benefits should be coordinated (“integrated™) with Social

- Secunty benehts -- 55% ot all employees and 22% of business leaders said no 60%
of workets. covered by pnivate plans and 67% ot those covered by pubhc plans said no. -
& Interestingly -enough. however. when asked how the post-retirement standard of
tving shoyld compare with the pre-retirement stangard of ving, 81% ot employees and
82% of business leaders rephed that they should be about the same. {Only 8% of em-
ployees and no business leaders beheved it should be hugher)
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° the interplay of Social Security with pension plans. If the consensus Is Jhat the post-
retirement standard of living should be relatively the same as the pre-retirement staridard
of living then both Social Security benefits and pension planbensmsmustbetahenimo
acoount and coordinated.

For example, consider a pension plan which provides a benetit of $10 per month for
each year of employment (a typical benefit leve! for a “'non-integrated” plan). An average

* empioyee who retires in 1980 with 30 years of service would receive an annual benefit of

$3,600. When added to the amount ($7,973) of Social Security benefit payable to a worker
and spouse (assuming. the worker earned the avetage wage covered by Social Security, -
$11,000 in 1979), this produces a combined (inteqrated) retirement income of

. $11,573. This means a total income .f about 105% of pre-rettrement gross income and

128% of pre-retirement gpendable income.

‘Now consider a pension plan which integrates.directly in the plan formula. For ex-
ample, a plan that provides 50% of the final five-year average pay reduced by §0% of
the primary Social Security benetit after 30 years of service. The same worker eaming
4he average covered Social Security wage would receive a plan benefit of $2,343 plus
$7,973 from Soc:al Security for a total “integrated" retirement income of $10.316 ~ about
84% of pre-retirement gross income and 115% of pre-retirement spendable income.

The point 1s that Social Secunty benefits do exist whether taken into account or not.
Only by taking them into account in designing pension plan benefits can a combined
retirement income program be produced that meets the standatd of living objective. it
should also be noted that the combined retirement income favors lower-paid employees
because it replaces a higher percentage of pay at the lower income levels.

Another point of considerable interest on the subject of sources of retirement income
arises from attitudes on pertability. Thirty-four nercent (34%) of employees would prefer
to have their old pension plan hold the accrued benefits if they were to change jobs. 29%
would prefer that the funds be transferred to their new plan: 31% woul¢' prefer that the
funds be transferred to an individual account. like an IRA.

Only 2% of employees would want their funds transferred to the federal govern-
ment pending their retirement. This chilling lack of enthusiasm for transferring private
pension funds to the federal government coincides with the need to maintain these
accumulated assets in the cagital-generating private sector.

The 1ssue of mancatory pension plans ts one that will take censiderable study. While
80% of smployees feel that evety employer should be requited to prowide a reasonable
pension plan for his employees only 33% of business lesiders agree As previously men.
tioned, the sutvey shows that for employses near retirement {age 50 and over). 62% atn
coveted by prvate pension plans and 28% by public pension plans - leaving relatively
few empliye0s without Pension « cverage at tetirament Joebnsan & Higgins bnheves, that
the private ponston system 15 an essential part of an cverall retirement \ncame system
and that coverage of employees in private pensicn plans is to be fully encoutaged But
a mandated “nummum pension plan’ law coutd tedult i many smdil busiesses closing
up entirely We think that nationat policy should continue to provide tax incentives for
employees of small employers to establish individual retirement accounts and should
develop incentives for small employers to establich pension plans. A vatiety of vehi-
clos will be needed to maximize coverage among this group.
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Private Pension Plans i

The “broken promise"” atmosphere of the early 1870's seems to have cieared. 93% _
of plan participants have confidence that their plan will pay their promised benefits and =
78% of plan participants are basically satistied with the way their plans are designed
and administered.

The funding status of private pension planslsnotamaioroonoomiormootm
panies, does not imposs a burdensome coet on employers, and pension plans .are,
for the most p.art, adequately funded to pay the promised benefits. .

Survey results show that the contribution to empioyee pension plans, including proﬂt
sharing and thrift plans averaged 11% of payroll for 193 responding companies. A sepa-
rate survey conducted by Johnson & Higgins among a very large sample of Fortune 500
companies shows an average contribution for pension plans (excluding in most cases
profit sharing and thrift plans) of 8% of payroll during 1977 fiscal years. This same J&H
survey showed pension costs, on the average. to be 12.4% of pretax profits.

The Harris survey shows, that 98% of business leaders think their plans are ade-
quately funded. However, 16% consider unfunded liabilities as a major concern for their
company. The J&H survey shows that 27% of the sample of Fortune 500 companies had
no unfunded vested habilities at all: three-quarters had unfunded vested liabilities of 1683
than 10% of net worth and only 5% had unfunded vested liabilities of 30% or more of
net worth Unfunded liabilities (vested plus non-vested) were less than 1G% of nét worth
for 2% of the sample of Fortune 500 companies. There were only 9% with unfunded
liabilitigs of 30% or more of net worth. . .

The overall conclusion is that private pension plans are. on the whole, adequately
funded and are hkely to remain so. The minimum funding requirements ot ERISA and
the guarantees of the Pdnsion Benefit Guaranty Corporation are additional safeguards.

Public Pension Plans

There is substantial agreement that public pension plans should be funded on
the same basis as private pension plans. This opinion was expressed by 66% of all
current ana retired employees. 69% of employees covered by public plans and 80% of
business leadors In our view, national pohicy should be directed at requiring minimum
funding standards for public pension plans [t is hoped that any conshtutional tssues can
be overcome in addressing this ssue .

Social Security

Socsal Secunty tunding probiems continue 10 be of major concorn The Amencan
public does understand that benefits are being paid from current Soc:al Secunty taxes —
only 8% iabor under the formerly widespread delusmn that their taxes are set aside in
therr own account There is a cnisis of confidence among employees which leads to
doubt that the Social Security system will pay their benefits when they retire. This
athtude 15 most pronounced at the younder ages but, in total. 42% of current employees
(over 507 » «f those under age 35 have hardly any confidence in receiving these benefits
This minimum confidence in tecesving benetits, 1 matched by a lack in confidence that
tuture worang geqerations will be willing to pay higher Social Secunty taxes to support
those bometits auen 41% of current and retired employees have hardly any confidence
The assesstrent hee 15 prebably nght o target 4 witnessed by the present stitfening of

,:esusuu G 10 the Lax -netegse. mand.ate: by the 1977 Amendments

8
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This reluctance of the American public to fund Social Secu:"y benefits by sharply
tnmdmroﬂmesisatr«dybad!ngmmmmformmmotwm
to support present and even increased benefit ieveis. Forty-seven percent (47%) of
empioyees believe that funding for Social Security benefits should come partly from
qourcesothermanpayroﬂtaxuomy 17% of business leaders agree with
Alternate sources incliide the possibility of general revenue tapping or, as some have
suggested, the imposition of a value-added type of tax. Of course, it is difficult to see how
wﬂmemmawmwmm.minmwdﬁmmmmm
manages to run high deficits. A value-sdded tax would be infiationary, just like diverting
general revenues, and would memlymukthemlproblem—munemsmtooﬁchto
pay to the demographic wave of future beneficiaries. A heavy use of non-payroll taxation
could result in irresponsible election year goodies and perhaps the eventus! demise of
Social Security. . . v

condmoion '

_ Johnson & Higgins is nf the opinion that the real answer lies in the proper bal-
ancing of benefits and funding. Social Security benefits should be timited to a basic
jevel of retirement benefits and funding by payroll taxes. it is not possible or practical
10 provide adequate retirement income to ail Americans through the Social Security
system. This fact should become a fundamental tenet of national policy. Responsi-
bility for benefits over and above a basic fevel should be transferred to employers
and employees. Expansion of pension plan coverage should be encouraged. Minimum
funding standards should be applied to public as well as private plans.

The nattonal confirmation of such a policy will go a long way toward solving our
capital formation needs and will in turn help to assure the productive growth of our
economy.

We urge the policymakers to move to this logical solution.

|
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APPENDIX 1
METHODOLOGY USED TO |
- CONDUCT SURVEY
~ All the data for this survey were collected fram in-person interviews conducted by
m:mmm.mmeom.ndwmmammmmm
Regional Supervisors. Fifteen percent of all interviews were validated by telephone to

engure that the imerviews had been honestly and accurately carried out.

All the interviews with the leadership groups were carned out by execulive inter- .
'vlmnbelonglngtotmmnismuﬂvewdfom.undortheeomrolofthoﬁxqguﬁvg
Field Director, in August 1978. : . T

The Sample Design

A. The hational cross-section of current and retired employees: The sample was
designed 10 be representative of the adult civilian population 21 years or older, who are
currently or were formerly full-time empioyees. It is restricted to the continental United
States. excluding Alaska and Hawail, and oxcluding those in prisons or hospitsls. The
sample design was based on updated census information on the population of each state,
and on the population living in urbanized areas and in more rural areas throdghout the
country. The sample was siratified fo ensure that it would reflect within one percentage
point the actual proportion of those living in different regions and in different size of place
areas (city, suburb, town, rural). Within each stratum the selection of the uitimate sampling
unit (a cluster of adjacent households) was achieved by muiti-stage cluster sampling.
Within each of sixteen strata (four regions within four size of place categories) first states,
ther counties, then minor civil divisions and, where possible, census tracts and city blocks -
ware selected propottional to census estimates of their respective populations.

In a proportional sample, the number of interviews that would be obtained with
respondents who had retired from full-time work would have been too small for reliable
analysis. Therefore, the cross-section contains an oversampig of respondents retired from
. full-time work. The oversample ‘was then statistically reweig to its proportionate size
within the larger sample. Thus, the cross-section is a propQrtionate representation of
current and retired full-time employees. g,

Interviewers in the field were provided with detailed maps of the ultimate samphing
units, and conducte 1 interviews within the assigned respective area®he national sample
consisted of 200 such interviewing areas (sample points) throughout the country. At
each sample point one respondent from each of eight different househoids was inter-
viewed. At each housshoid the respondent was chosen by means of a random selection
pattern geared to the number of adults of each.gex living in tha! ~ousehold. The repre-
sentativeness of the sample is shown in the following table:

-
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PROFILE OF THE PUBLIC SAVIPLE OF CURRENT AND RETIRED EMPLOYEES

z

Totel Pyblic
gemt 498 »
Midwest 488 b4
South 87 i)
west . 202 17
Sizeof Place N
Cities central cities in utbamzed sreas (generally 50,000 or more} 828 st
Suburbs® urbanized areas cutsid¥ rentral cities . 49 »
Towns: othet urban areas (generally 2,600 10 49,000) 200 17
Rural anything not inciuded above v 388 2
age . . - .
21-24 151 8
253 380 3
3549 * 438 2
50-64 425 24
85 and over 303 19

1

Race
White [ 4 1.482 a8
Non-white 196 11"
income
Under $7.000 238 15
$7.000:$14,099 538 k3
$15,000-$24,999 654 3
$25,000 and over ) 310 18
Sex
Mate 1,000 62
Femala €90 38

*Hubgroup toteis S0 v 1 atways come 1o | 699 because of Same non SesponIe
cofast noludas Connectort Delanare Datnct of Cripmbng, Mane Maryland Massachuseitn New Hampshire New Jatsey, New

Yorh Panss.luarea REaae Isiand. Vemmant and Wost Vimuig

Mectwost ¢ hafes Lhnome Indana -ad Renday Metnden M anescta Measonn Nebrasks North Oakintg Uhat iwsth Dakors.
AR Wt

Goutn fetuden Alsbatna Akanads Flot A8 Gecupa Fentuthy @ oresmna Visaagpte North Carokng Ohighoms, South Caro
nng Teanesseo Teuws ant Vigusg :

At oetates Argona, Cileolng, Cofrade fdabe. Moniana Newvada Naw Moaeo Oregon Uta™. Washinglon ang Wynmung

B. The leadership sample: The leadership sample consisted of 8 representative
cross-section of 212 compames drawn from the Fortune 1250 listing and the Dun and
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In each case the Chief Exerutive Officer was contacted and asked to designate
wmmwhomhltmropmemmwmw:wmwmmmm
interviews were obtained as follows:

. . Number ot se .
erviows + Pogliion .
31 President, Chuef Executive Oftioer . .
16 8r.VPor Executive VP ¥
46 VP Personnel, Pensions or Benefits .
14 VPFinancial
10 Oth@VPs . . -
. 65 Managers, Directors : .
/ .9 Treasurer, Chiet Financial Ofticer, Comptroller
5 AsBistant Treasurer Y
§.  Benefit Admin:strator/Oftica: : ) '
2 Asgsiant Secretary . ?
, N 1 Benefit Specialist *
. 1 Employoo Retirement & Weitare Coordinator
1 Assistant 1o President . .
y * \ . Senior Specialist . T
1 Consultant 1o Investment Commutiee
1 Generat Coungel
) 3 NosSpeciic Title Given (Blank)

13
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