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Pensions: Worker Coverage and Retirement Benefits, 1984

INTRODUCTION

The fourth wave topical module to the 1984 panel of
the Survey of Incore and Program Participation (SIPP),
conducted September through December of 1984 con-
tained supplemental questions o 1 both pension eligibility
of the working population and on characteristics of
persons r. ceiving retirementincome. This report presents
findings based on these supplemental questions. The
prevalence of pension coverage among different seg-
ments of the population, the reliance on employee-
directed retirement plans (such as IRA’s and 401(k)
plans), and differences in the level of economic weli-
being of today’s retirees are some of the topics dis-
cussed in this report.

There have been other suiveys conducted by the
Census Bureau containing questions on pension 2ligi-
bility. Since 1980, the annual income supplement to
the March Current Population Survey (CPS) has ‘ncluded
a limited number of questions on pension elig'bility for
each person identified as a worker during the calendar
year prior to interview.! In addition, there have been
two pension supplements to the CPS. The Depart-
ment of Labor and the Social Security Administration
sponsored a pensior: supplement in May 1979 and the
Eniployee Benefit Rasearch Institute (EBRI} and the
Department cf Healthr and Human Services sponsored
a simiiai supplement in May .3983. An analysis of data
from these two CPS pension supplements is con-
tained in a study by Emily Andrews c¢f the EBRI,
entitled " The Changing Prorile of Pensions in Amer-
ica.” Although the May CPS and SIF'P data sets are
somewhat different, the data in this report are based
on the definitions of pension eligibility used in the EBRI
study.

Pension eligibility, as defined in this study, was
restricted to employer-provided pensions. Eligibility
for Social Security retirement benefits was not in-
cluded. According to the Social Security Administra-
tion, 92 percent of all civilian wage and salary workers
were eligible for Social Security retirement benefits in
1984.

This is the first Census Bureau study to highlight
specifically the economic status of retirees. The March

'See Current Population Reports, Series P-60, No. 155, Receipt of
Selected Noncash Benefits: 1985, for the latest CPS data on pen-
sions. Other P-60 reports have contained CPS pension data for the

("79-84 period.

CPS income supplement has provided information on
the economic situation of the population by age
group, including the 65-and-over population; how-
ever, the CPS does not directly identify the "ever-
retired” population nor does it link the level of retire-
ment income with important retirement related variables
such as years since retirement and former industry.
Thus, these new SIPP data can provide a more com-
prehensive picture of the economic status of retirees
than any other information previously available from
the Census Bureau.

HIGHLIGHTS

(Note: The figures in parentheses signify the 90-
percent confidence intervals of the estimates.)

Pension Coverage

® In 1984, 52.7 (£ 1.0) million wage and salary work-
ers were covered by an employer-sponsored pension
plan. This represents 67.1 (+.9) percent of all wage
and salary workers.

® The pension coverage rate of workers with monthly
earnings of less than $500 was only 37.8 (+2.6)
percent. In contrast, the pension coverage rate of
workers with monthly earnings of $2,000 or more
was 84.1 (£ 1.3) percent.

® Employees of largar firms were far more likely to be
covered by an employee-sponsored pension plan than
employees of smaller firms.

® In 1984, 16.3 (£.6) million wage and salary workers
contributed to Individual Retirement Accounts (IRA’s).
The pension coverag~ rate of these workers was
75.8 {(+1.7) percent.

¢ About 6.1 (x.4) percent of all wage and salary
workers participated in employer-sponsored thrift plans,
known as 401(k) plans. Of employees in firms that
offer 401(k) plans, the participation rate was 55.5
{ £ 2.8} percent.

® The percentage of workers covered by either an
employer-sponsored pension, IRA, or 401(k) plan
was 72.1 (£.8) percent.




Retirement Benefits

¢ There were 11.5 (+.8) million retirees receiving pen-
sion benefits in August 1984; their mean monthly
pension income was $570 (+$41).

¢ Of all retirees receiving pension benefits, 66.4 (+
3.2) percent were men. The mean monthly pension
income of male retirees was $670 (+$56), signifi-
cantly higher than that fcr females, $370 (+$41).

¢ Retirees under the age of 65 received significantly
more pension income, on average, than retirees 65
years old and over. Older retirees were much more
likely to be receiving Social Security benefits in addi-
tion to their pensions than younger retirees.

¢ Of the 11.5 {+.8) million retirement pension recipi-
ents, 19.6 (+2.7) percent completed 4 or more years
of college. The mean pension income of these re-
tirees was $950 (+ $ 132). The mean pension income
of retirees with 4 years of high school only was $550
(+$56).

* About 15.7 (+ 2.5) percent of all retirement pension
recipients, or 1.8 {.2) million retirees, worked dur-
ing the reference month. The mean pension income
of working retirees was $730 (+$59), while the
mean pension income of nonworking retirees was
$540 (+$43).

PENSION COVERAGE
Defining Pension Eligibility

On the SIPP fourth wave topical module, all persons
25 years old and over with a wage or salary job at any
time during the 4 months prior to the interview were
asked 2 battery of pension questions. The exact sequence
of questions is shown in appendix D. As classified by
the responses to these questions, there are four sepa-

rate levels of pension eligibility. These levels are hierar-
chical, in that each is a subset of the previcus one.

1. A covered worker was one whose employer had a
retirement plan for any of its employees.

2. A participant was a worker included in such a plan.

3. A vested employee was one eligible to receive
payments from this plan eith2r upon reaching retire-
ment age or in a lump-sum distribution. Thus, a
vested employee is one with pension rights that
cannot be forfeited.

4. A worker with future benefit entitlement was one
eligible to receive benefits upon retirement age.
This group excludes those who are only eligible for
a lump-sum distribution.

The data in table A summarize these four levels of
pension eligibility for 1984. It shows that 52.7 million
wage and salary workers were covered by an employer-
sponsored pension plan. This yields a pension coverage
rate of about 67 percent; 70 percent of all male workers
and 64 percent of all female workers had pension
coverage (figure 1). The proportion of total wage and
salary workers participating in an employer-sponsored
pension plan was 55 percent, or 43.3 million workers.
Two-thirds of all covered workers, 35.5 million, were
vested in a plan. Of these vested workers, about 29.8
million, or 84 percent, were eligible for future benefits,
while the other 5.7 million were eligible for lump-sum
distributions.

Pension coverage and vesting rates are considered by
many to be the key indicators of pension eligibility.
Pension coverage rates provide information on the pro-
portion of workers who are potentially eligible for employer-
provided pensions, while the vesting rate measures the
proportion of workers currently eligible for nonforfeit-
able pension benefits. The following section contains
estimates of coverage and vesting rates by worker
characteristics.

Table A. Pension Eligibility —Wage and Salary Workers 25 Years and Over, by Sex: 1984

(Numbers in thousands)

Eligibility Both sexes Male Female
All wage and Salary WOrKerS . .....ovveinineeenenennnnnnnnnnnnnn 78,619 43,467 35,152
Coveredbyapension plan.............ccoiiiiiiiiiiiieennnnnnnnns 52,727 30,351 22,376
Percent of total WOrkers . ...........ciiiiiiieiiiiniiiennnn, 67.1 69.8 63.7
Participatingin apensionplan...... .......ciiiiiiiiiiiiiiiiianan, 43,290 26,496 16,793
Percent of total WOrkers ....covver teveneeennnneeeneeennnn. 55.1 61.0 47.8
Vested in a plan .. ..ottt ot i ittt e 35,479 21,865 13,614
Percent of total Workers ..........c.oviiiieiennnennnnnnnnns 45.1 50.3 38.7
Entitled tofuturebenefits . .......covvietiiiiiiiiieeeeareeennn. 29,764 18,653 11,211
Percent of total WOrkers .........cvviiiiiriinirnrennes oue 37.9 42.7 31.9
Entitled to lump-sum payments. ... ......vveeieiiienreneeeneennns 5,715 3,312 2,403
Percent of total workers . .......oviiriiiiiiii i 7.3 7.6 6.8
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Figure 1.
Pension Eligibility, by Sex: 1984 ] Men
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Pension Eligibility

Pension Coverage and Vesting Rates by Worker
Characteristics

Age. Pension eligibility is usually linked to the number
of years of service on the job. Therefore, since younger
workers are less likely to have the required work expe-
rience, age plays an important role in determining pen-
sion eligibility. Table B shows that only 29 percent of

workers under 30 we:e vested in a pension plan. The
vesting rate was 44 percent for workers between the
ages of 3G and 39, 54 percent for those between the
ages of 40 and 49, and 58 percent for those between
the ages of 50 and 59. ‘As would be expected, the age
of a worker plays a larger role in pension vesting than in
pension coverage. This is demonstrated by the fac!. that,
while a worker 50 to 59 years old was more likely to be

Table B. Age—Wage and Salary Workers 25 Years and Over, by Pension Status: 1984

{Numbers in thousands)

Covered by a pension plan Vested in a pension plan
Age Percent of —
Covered

All workers Number Percent Number workers| Total workers
Total. .o e e 78,619 52,727 67.1 35,479 67.3 45.1
2510 29 YeBIS. ...t e 16,039 9,686 60.4 4,590 47.4 28.6
30t039YearS. .. ..iiiii it e 26,350 17,962 68.2 11,627 64.2 43.7
301034 yeaIS. .. cui i 14,162 9,338 65.9 5,732 61.4 40.5
35t039years.....ciiiiiiii i 12,188 8,624 70.8 5,795 67.2 47.5
401049 YearS. ... viiiiiit i 17.190 12,385 72.0 9,295 75.1 54.1
Q01044 YearS .. ..uiiie i, 9,653 6,959 72.1 5,039 72.4 52.2
451049 Y0aIS. ... iuu ittt e 7,637 5,426 72.0 4,256 78.4 56.5
5Ot 5O years.....vee it 12,846 9,139 71.1 7,474 81.8 58.2
50t0564years..........coiiiiiiiiian 6,712 4,707 70.1 3,847 81.7 57.3
551089 years. ...t 6,134 4,432 72.3 3,627 81.8 59.1
BOtOBA YeaIS. ...vvii ittt 4,054 2,570 63.4 2,043 79.5 50.4
65years and OVer..........covvvviiinnen .. 2,141 46.0 551 55.9 25.7




vested in a pension plan than a worker 40 to 49 years Level of earnings. The median monthly earnings of
old, the pensicn coverage rates of workers in those two workers covered by an employer-sponscred pension
age groups were not significantly different from one plan ($1,590) was considerably higher than the median
another. for uncovered workers ($950) (tabie C). Among work-

Table C. Level of Monthly Earnings —Wage and Salary Workers 25 Years and Over, by Pension Status: 1984
{(Numbers in thousands)

Covered by a pension Not covered by a
plan Vested in a pension pian pension plan
Level of earnings Percent of -
Covered Total
All workers Number Percent Number workers workers Number Percent
1 < - 1 78,619 52,727 67.1 35,479 67.3 45.1 25,892 32.9
Under$500 ...............cvetee 9,535 3,601 378 1,217 33.8 12.8 5,934 62.2
$60010$999 .......iiiiiiiiiennn 16,405 8,531 52.0 4,584 53.7 27.9 7.874 48.0
$1,000t0$1,499.................. 18,002 12,486 69.4 8,060 64.6 44.8 5,616 30.6
$1,500t08%1,999.................. 13,345 10,171 76.2 7.363 72.4 55.2 3,174 23.8
$2,0000rmore ........ccuieinnnnns 21,382 17,938 84.1 14,256 79.5 66.8 3,393 15.9
$2,000t0$2,499................ 9,300 7,791 83.8 6,104 78.3 65.6 1,509 16.2
$2500t0$2,999................ 4,953 4,242 85.6 3,326 78.4 67.2 710 14.3
$3,000t0$3,499................ 2,916 2,450 84.0 2,013 82.2 69.0 466 16.0
$3,500t0$3,999................ 1,397 1,191 85.3 979 82.2 70.1 206 14.7
$4,000 andover ................. 2,766 2,265 81.9 1,834 81.0 66.3 502 18.1
Median..........coviiiiiiiiiiaenns $1,371 $1,586 x) $1,763 (X) (X) $945 (X)
Mean ....ovviii i e $1,584 $1,789 x) $1,956 {X) (X} $1,168 X)
X Not applicable.
Figure 2.
Pension Coverage and Vesting Rates, by Leve!
of Monthly Earnings: 1984 [ covered by a oension plan
Percent ) Vested in a pension plan o o
100 -— 1
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ers with monthly earnings under $500, 62 perceit were
not covered by a pension plan. These workers accounted
for 12 percent of the total working population ind 23
percent of the total workers not covered by a plan. In
contrast, workers with monthly earnings of $2, 300 or
more have a pension coverage rate of 84 percent (figure
2).

Industry. Pension coverage and vesting rates varied
widely by industry (table D). Workers in the agri sultural
and personal service industries had the {owest (,ension
coverage rates: only 22 percent of these worke's were
coverad by an employer-sponsored pension plar.. Work-
ers in these industries also had a very low vestir g rate of
13 percent. Other industries with relatively l>w (less
than 50 percent) pension coverage rates included busi-
ness and repair services and retail trade.

Nearly all, about 96 percent, of public adn inistration
workers were covered by employer-sponsore i pensions.
Within the public administration industry, '‘ederal and
State government workers appear to hav: somewhat
higher pension coverage rates than workurs employed
by local governments. Among the other industries with
relatively high (70 percent or more) perision coverage
rates were public utilities, professional and related ser-
vices, manufacturing, and mining.

Size of firm. There is a direct relatic nship between firm
size and the rate of employee cove age by an employer-

sponsored pension plan (table E). Employees of larger
firms are far more likely to e covered or vested in a
pension plan than employees of smaller firms. Pension
coverage rates ranged from 25 percent in firms with less
than 25 employees to 89 percent in firms with 1,000 or
more employees (figure 3). The corresponding vesting
rates ranged from 15 percent to 61 percent. While
workers in firms with less than 25 employees account
for only 22 percent of the working population, these
firms employed one-half of the 25.9 million workers not
covered by employer-sponsored pension plans.

IRA and 401(k) plan participation. Individual Retirement
Accounts (IRA’'s) were first established in 1974 as a
means of retirement savings for those not covered by a
pension plan at work. Beginning in 1982, eligibility for
IRA's was expanded to include all workers. As shown in
table F, of the 78.6 million workers 25 years old or over,
16.3 million (21 percent) had an IRA. A large majority,
76 percent, of workers with IRA’s were also covered by
a pension plan at work. The IRA participation rate of
those covered by employer-sponsored pension pians,
23 percent, was considerably higher than the 15-percent
participation rate of those not covered by pension plans
at work. It would appear that, with the liberalization of
eligibility requirements, many wage and salary workers
are using IRA’s as a pension supplement rather than a
primary source of future retirement income for wage
and salary workers.

Table D. Industry —Wage and ‘3alary Workers 25 Years and Cver, by Pension Status: 1984

{(Numbers in thousands)

Covered by a pension plan Vested in a pension plan

Industry Percent of —
Covered Total
All workers Number Percent Number workers workers
B+ ) ¥ | 78,613 52,727 67.1 35,479 67.3 45.1
Agriculture, forestry, - ad fisheries............ 1,173 239 20.4 152 62.0 13.0
Mining ...t Ll e 679 490 72.2 332 67.8 48.9
COoNStruction. ... ....iviiiiniinenini., 4,078 2,042 50.1 1,472 72.1 36.1
Manufacturing, te.al. ... ..ol 19,428 14.858 76.5 10.218 68.8 52.6
Durable goods .. vveiiiiiii i, 8,037 5,895 73.3 3,931 66.7 48.9
Nondurable ,00ds ... ......ccoovvinnnn... 11,391 8,963 78.7 6,287 70.1 55.2

Transportatic.y, communication, and other

publicutltues................. ool 6,029 4,730 78.5 3,675 75.6 59.3
Wholesalc trade..........ccoovieieinnn inn. 3,465 2.018 58.2 1,398 69.3 40.3
Retailtrude..........coiiiiiiiiiniinn... 9,755 4,475 45.9 2,435 54.4 25.0
Finan- ¢, insurance, and real estate .......... 4,915 3,426 69.7 2,1€0 63.0 43.9
Bug’ @ss and repair services .. ............... 3,130 1,198 38.3 684 57.1 21.9
Pe sonal services.......... c.iiieiiinnnn... 2,223 497 22.4 289 58.1 13.0
Fatertainment and recreation services ........ 585 238 40.7 157 66.0 26.8
Professional and related services .. .......... 17.885 13,422 75.0 8,972 66.8 50.2
Public administration, total .................. 4,630 4,450 96.1 3,443 77.4 74.4
Federal government ...................... 1,600 1,577 98.6 1,275 80.8 79.7
Stategovernment ..................ou.n.n 1,254 1,224 97.6 978 79.9 78.0
Local government ........................ 1,777 1,649 92.8 1,190 72.2 67.0
Armed FOrces.........oooveeiiiininnennnn. 644 644 100.0 192 29.8 29.8
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Table E. Size of Firm—Wage and Salary Workers 25 Years and Over, by Pension Status: 1984

{Numbers in thousands)

Covered by a pension plan Vested in a pension plan
Size of firm Percent of —
Covered

All workers Number Percent Number workers | Total workers
B ¢ 78,619 52,727 67.1 35,479 67.3 45.1
Under 25 employees. . ...........oovviinnen 17,348 4,279 24.7 2,617 61.2 15.1
25t099 employees .. .......viiiiiiiiinnn. 10,075 5,008 49.7 3,379 67.5 33.5
100 to 499 employees. .......covevieiennnnn 10,368 7,306 70.5 4,863 66.6 46.9
500 to 999 employees. ........cciiieiiinnn 5,045 4,128 81.8 2,813 68.1 55.8
1,000 employeesor more. ........ccovvnnnnn 35,782 32,007 89.5 21,808 68.1 60.9

About 4.8 million workers, or 6 percent, participated
in employer-sponsored thrift savings plans, known as
401(k) plans. This participation rate is low because
most employers do not offer such plans. The participa-
tion rate among employees in firms that offer 401(k)
plans was 56 percent. The number of workers partici-
pating in both IRA and 401(k) plans was 1.8 million, or
about 2 percent of all workers.

Table F also shows that 72 percent of all workers
were covered by an employer-sponsored pension plan,
IRA, or 401(k) Plan. This figure is only slightly higher
than the pension coverage rate of 67 percent, a further

Figure 3.

Pension Coverage and Vesting Rates, by

Size of Firm: 1984

reflection of the fact that most IRA and 401(k) plan
participants were also covered by pension plans at
work.

As IRA's represent a way in which to defer current
earnings in anticipation of future benefits, one o¢ the
important determinants of IRA participation is level of
earnings. As shown in table G, the median monthly
earnings of IRA participants, $1,890, and 401(k) plan
participants, $2,110, was considerably higher than the
$1,250 median of workers who did not participate in
either of the two plans. The median monthly earnings of
workers who participated in both IRA’s and 40 1(k) plans
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Table F. IRA and 401(k) Plan Participation—Wage and Salary Workers 25 Years and Over, by Pension Status and
Sex: 1984

{Mumbers in thousands}

With an IRA With a 401(k} plan With both plans With neither pian
Pension status and sex Percent of —
Al work- Total t.gible

ers| Number| Percent| Number| workers| workers| Number| Percent| Number Percent
Total .oovvireiiineae aeaaans 78,619 16,264 20.7 4,726 6.1 55.5 1,762 2.2| 53,291 75.4
MalB. . . vvevirnearan s 43,467 9,335 21.5 3,130 7.2 58.1 1,202 2.8| 32,203 74.1
Female.....cvvvvvunerennnn. 35,152 6,928 19.7 1,696 4.8 51.4 561 1.6| 27,088 77.1
Covered by a pension plan ..... 52,727 12,340 23.4 4,826 9.2 55.5 1,762 3.3} 37,322 70.8
Male......covovvivnnrennnnns 30,351 7,288 24.0 3,130 10.3 58.1 1,202 40| 21,135 69.6
Female.....ccovnenenrrnnnns 22,376 5,082 22.6 1,696 7.6 51.4 561 2.5| 16,188 723
Vested in a pension plan....... 35,479 9,627 26.9 4,253 12.0 56.7 1,671 44| 23,270 65.6
MalB. . vve i 21,865 5,968 27.3 2,760 12.6 59.4 1,084 5.0 14,221 65.0
Female .............. ..... 13.61a [ 3,559 26.1 1,492 11.0 52.4 487 3.6 9,049 66.5

Table G. IRA and 401(k) Plan Participation Rates—Wage and Salary Workers 25 Years and Over, by Leve!
of Monthly Eamings: 1984

{Numbers in thousands}

With an IRA With a 401(k} plan With both plans With neither plan
Level of earnings Percent of -
All Total| Eligible
workers| Number| Percent| Number{ workers| workers] Number| Percent|{ Number Percent

Total .ouiiirees aeieenens 78,619 16,284 20.7| 4,826 6.1 §5.5| 1,762 2.2| 59,29, 75.4
Undar $1,000 ........cccneens 25,940 3,071 11.8 526 2.0 48.3 132 0.5 22,476 86.6
$¥,0001t0$1,499 ............ 18,002 2.920 16.2 813 4.5 46.0 165 0.9| 14,434 80.2
$1,50010$1,99¢ ............ 13,345 2,724 20.4 902 6.8 51.4 290 2.2| 10,010 75.0
$2,00010$2,499 ............ 9,300 2,337 25.1 789 8.5 57.2 267 29| 6,442 69.3
$2,50010$2,999 ............ 4,953| 1,694 34.2 505 10.2 56.5 183 37| 2936 59.3
$3,000t0$3,499 ............ 2,916 1,265 43.4 516 17.7 69.5 262 9.0| 1,397 47.9
$3,50010$3,999 ............ 1,397 674 48.2 248 17.8 67.6 133 9.5 607 43.5
$4,000 and over.............. 2,766 1,580 57.1 §27 19.1 76.2 330 11.9 989 35.8
Median .............cciiinn $1,371| $1,893 X}| $2,109 (X} (X} $2,572 {X})| $1,248 X}
MEBN .« eeeeeeeeaeiaaeeenes $1,584| $2,214 {X}| $2.382 X} (X)| $2,879 (X}| $1,385 {X)

X Not applicable.
was $2,570. The IRA participation rate ranged from 12 RETIREMENT BENEFTS
percent for workers with earnings under $1,000 to 57
percent for workers with earnings of $4,000 or more . . .
(figure 4). Defining the Retirement Universe

The data in table H demonstrate the relationship ) ) .
between size of firm and 401(k) plan participation and The universe for the retirement-related questions on
eligibility. Employees of firms with 1,000 or more employ- the fourth wave topical module consisted of all persons
ees were much more likei, than employees of firms with 25 years old and over who had retired from a job and
less than 1,000 employees to be eligible for 401(k) received income during the reference period frcm either:
plans. These larger firms 2mplcyed 46 percent of all 1) a company or. union pension, 2) ::.\_Federal go_vernment
workers and 72 percent of the 4.8 million 401(k) plan employee pension, 3) a U.S. military pension, 4) a
participants. National Guard or Reserve pension, ) a State govern-
Q
- F 1 3

3
)
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Figure 4.

IRA Participation Rates, by Level of
Monthly Earnings: 1984
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Monthly Earnings

Tatle H. Participation and Eligibility Rates of 401(k) Pla
by Size of Firm: 1984

(Numbers in thousands)

ns—Wage and Salary Workers 25 Years and Over,

Elgible for 401(k) plan Participant in 401(k} plan

Size of firm Percent of —
Eligible
Total Number Percent Number | Total workers workers
Total. ..ot i s e 78,619 8,688 11.1 4,826 6.1 55.5
Under 25 employees..............ccoovven o 17,348 467 2.7 271 1.6 58.0
25t0 99 employees .........oiiiiiiiiiiienn 10,075 468 4.6 294 29 62.8
100to 499 employees. .. .....ccovvveninnnn 10,368 819 7.9 485 4.7 59.2
500 10 999 employees. .. ...ovvvrviriinenn. 5,045 617 12.2 281 5.6 45.5
1,000 employees Or MOre .......o.ovvvvnnnnn 35,782 6,318 17.7 3,495 9.8 55.3

ment employee pension, or 6) alocal government employee
pension. For the purpose of this study, the anaiysis was
restricted to those -~*ired individuals receiving pension
income during August 1984 2 Thus, the mean amounts
shown in tables | through O refer to amounts received
during this reference month. Although the universe for

2August was chosen because it is the one month common to all
rotation groups in the SIPP fourth wave. See appendix A for a more
detailed description of the sample design.

ERIC

IToxt Provided by ERI

this study was restricted to pension recipients who had
retired from a job, the amounts of pension income refer
to pensions received both directly as a retiree and those
that may be received as a survivor or dependent since it
was not possible to identify these sources of pension
income separately.

There were an estimated 11.5 million retirees receiv-
ing pension income in August 1984 according to the
SIPP wave four topical module. The mean monthly
income received by this group from retirement pensions
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was $570. Three-quarters of all retirement pension
recipients, about 8.7 million retirees, also received Social
Security payments, averaging $490. The combined
mean Social Security and pension income of retirees,
including those not receiving Social Security benefits,
was $930.

The mean monthly total household income of the
11.5 million retirement pension recipients was $2,250.
Thus, the combined amrount received from Social Secu-
rity and pension benefits, $930, represents about 41
percent of the total household income of retirement
pension recipierts. The remainder of total household
income comes from a variety of sources, including:
income received by household members other than
retirees, and income received by retirees from sources
other than pensions or Social Security benefits. Property
income is particularly important as a source of income
for those who have retired.

Characteristics of Retirees

Age. Two-thirds of all retirement pension recipients were
65 years old or over and 41 percent were age 70 or older
{table 1}. About 15 percent were under age 60. The
mean pension income of retirees in each of the age
groups under age 65 was significantly higher than the
mean for retirees 65 years old and cver. Very few of the
younger retiree:; received Social Security in addition to
their pensions. This is not surprising since retirees can-
not receive Social Security retirement benefits before
the age of 62. Those under the age of 62, however, may
receive Social Security survivor or disability benefits,
The mean pension income of retirees 70 years old
and over was $410, about 29 percent lower than the
average pension received by all retiregs. The lower mean
pension incomes of older retirees is probably a reflection

of their lower levels of income before retirement.

Table I. Age and Sex of Retirement Pension Recipients—Mean Monthly Pension Income, Total Household Income,

and Social Security Ircome: 1984

Total household Pension and Social
Pension income income Social Security income Security income
Sex and age
Number Standard Standard| Number Standard Standard
{thous.) Mean arror Mean error| (thous.) Mean error Mean’ error
Both Sexes
Total ..ivviii e 11,547 $568 $25| $2,251 $79 8,688 $487 $8 $934 $23
26tod49vyears ............... 427 682 82 2,917 330 23 (B} (B 707 79
50to54vyears................ 417 896 103 3,128 386 40 (B) {B) 948 98
55to59vyears ............... 928 931 93 2,842 294 47 (B} (B 967 93
B80and61lyears.............. 546 803 132 2,602 367 88 (B) {B) 881 129
62toBdyears ............... 1,492 711 91 2,581 293 1,122 453 20 1,052 89
65 years andover............. 7,736 456 26 2,007 86 7,368 480 9 923 25
65t069vyears.............. 3,029 534 46 2,171 124 2,860 494 15 1,000 46
70 years and over........... 4,706 406 30 1,902 117 4,508 487 11 872 * 28
Male
Total .....vvviiie e 7,671 670 34 2,408 99 5,359 518 10 1,032 31
26to49vyears................ 392 714 84 2,962 348 9 B) (B) 724 82
60to54vyears................ 365 930 111 3,255 389 31 (B} (B 979 107
55t059vyears................ 758 1,050 103 2,976 349 39 (B} (B) 1,082 100
B0toBlvyears................ 363 943 173 2,520 438 27 (B) (B) 988 170
62to64vyears................ 1,018 834 126 2,776 359 739 488 25 1,188 120
B85 years andovei............. 4,775 530 37 2,120 112 4,514 521 1 1,023 35
65t0o69vyears.............. 1,933 639 65 2,281 167 1,792 538 18 1,138 62
70 years and over........... 2,842 455 43 2,011 149 2,722 511 14 945 40
Female
Total ......oovviiniiinnn 3,875 366 25 1,840 127 3,329 436 12 740 26
25t049vyears................ 35 {(B) (B) (B) (B) 14 (B) B) (B {(B)
80tob4vyears................ 52 {(B) (B) (B) (B} 9 (B) (B (B) (B)
55t059years ............... 170 (B} B) (B) (B} 8 (B) (B) (B) (B)
60to6ivyears................ 183 (B) (B) (B) (B) 61 (B) (B (B) {(B)
62toB4vyears ............... 474 447 71 2,161 497 383 386 28 759 80
65 years andover............. 2,961 337 27 1,825 134 2,854 440 13 761 28
65t0 69 years.............. 1,096 348 45 1,976 173 1,068 421 22 758 49
70 years and over........... i 1,864 330 34 1,737 186 1,786 451 15 763 34

B Base less than 200,000.

'Based on all retirement pension recipients, including those not receiving Social Security income.
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Age azpears to play an extremely important role in
determining evels of pension income received by re-
tirees. In fact, many of the differences in average
pension income that will be noted later in this raport
{current work status, for example) are at least partially
attributable to differences in age distributions between
retirees.

Sex. Two-thirds of those receiving retirement pensions
were men. The mean pension income received by male
retireas was $670, a significantly higher figure than the
women’s mean of $370. The proportion of retirees
receiving Social Security benefits was higher for women
than for men. This is a reflection of the fact that a larger
proportion of women retirees were 65 years old or older
than male retirees. The combined mean Social Security
and pension income received by male retirees was
$1,030, )9 percent higher than the women’s mean of
$740.

Years since rotirement. One-third of those receiving
retirement pensions retired less than 5 years prior to the
survey. The mean monthly pension income of these
retirees was $640, 21 percent higher than the mean of
those who retired 5 years or more prior to the survey
{table J). The higher pension incomes of recent retirees
may be a reflection of their higher levels of earnings
before retirement. Recent retirees also received more
Social Security income, on average, thanr other retirees.
The mean Social Security income for those who retired
less than 5 years prior to the survey, $520, was 10
percent higher than the mean for those who retired 5
years or more prior to the survey.

Former industry. The data in table K show the relation-
ship between former industry and level of retirement
income. Those who retired from the Armed Forces and
public administration had the highest mean pension
incomes of any industry group. While the nmean pension
incomes of former Armed Forces members and public

administration emnployees were substantially higher than
the overall mean pension income of retirees from other
industries, smaller proportions of Armed Forces retirees
and public administration retirees received Social Secu-
rity benefits than retirees of other industries. As aresult,
while the mean pension income of former Armed Forces
members was 88 percent higher than the overall mean,
the mean combined Social Security and pensionincome,
$1,190, was 27 percent higher than the combined
mean for all pension recipients. The same pattern is true
for former public administration employees. Their mean
combined pension income and Sccial Security income is
much closer to the overall mean than their mean pension
income.

The industry from which the largest number of pen-
sion recipients retired was manufacturing. Former employ-
ees of this industry accounted for 31 percent of all
retirees. The mean pension income of these retirees was
$400, 30 percent lower than the overall mean of $570.
However, the propsrtion of manufacturing retirees that
qualified for Social Security benefits was 87 percent—
higher than the overall proportion of 75 percent. Their
mean Social Security income was $530, 9 percent
higher than the overall mean. Thus, the sum of Social
Security and pension income of manufacturing retirees
was $860, only 8 percent lower than the overall mean.

Marital status. About two-thirds of all retirement pen-
sion recipients were married. The mean pension income
of married retirees was $630, not significantly different
from the overall mean of all retirees (table L). However,
the mean househoid income of married retirees was
higher than the overall household mean. Eighteen per-
cent of all retirement pension recipients were widowed.
Their mean retirement income was $380, 34 percent
lower than the overall mean. Sixty-nine percent of all
widowed retirees were women. Widowed retirees were
more likely to receive Social Security payments in addi-
tion to their pensions than other retirees: 93 percent of
these widows received Social Security payments, com-

Table J. Years Since Retirement of Pension Recipients— Mean Monthly Pension Income, Total Household Income,
and Social Security Income: 1984

Pension income

Total household

Pension and Social

income Social Security income Security income

Years since retrement
Number Standard

Standard| Number Standard Standard

{thous.) Mean error Mean error| (thous.) Mean error Mean' error

11,547 $568 $25| $2,251 $79 8,688 $487 $8 $934 $23
Under 5 yea.s 3,832 643 42 2,330 3 2,438 520 17 974 41
5 years or more 7,714 530 30 2,21 98 6,250 473 9 914 28
5 to 9 years 3,279 508 46 2,138 143 2,593 494 16 899 42
10 to 14 years 2,503 551 53 2,287 184 2,084 463 16 937 50
15 years or more 1,932 541 60 2,238 196 1,673 452 16 909 56

'Based on all retirement pension recipients, including those not receiving Social Security income.
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Table K. Former Industry of Retirement Pension Recipients —Mean Monthly Pension Income, .ctal Household
Income, and Social Security Income: 1984

Total household

Pension and Social

Pension income income Social Security income Security income
Industry T
Number Stancard Standard| Number Standard Standard
{thous.) Mean error Mean error} (thous.) Mean error Mean' error
Total ......vviiiiiiinan. 11,647 $568 $25| $2,251 $79 8,688 $487 $8 $934 $23
Agriculture, forestry, and
fisheries ..............oeuuen 50 (8) (8) (B) (8 41 (B) (B) (B) (B)
Mining.........ooiviiiiaen 87 (8) (B) (B) (8) 71 (B) (B) (B) (B)
Construction ................. 486 468 92 1,960 326 436 536 36 949 87
Manufacturing, total....... ... 3,602 395 37 1,962 139 3,123 532 11 856 36
Durable goods . ............. 1,255 218 45 1,882 177 1,161 518 18 798 49
Nondurable goods........... 2,348 436 50 2,005 191 1,962 540 15 887 49
Transportation, communication,
and other public utiities ...... 1,196 689 77 2,276 241 823 474 28 1,015 74
Wholesale trade. . ............. 249 396 114 2,515 584 200 543 40 834 107
Retailtrade................... 519 279 72 1,750 300 434 471 32 674 73
Finance, insurance, and real
[ ¢: 1 - 382 365 129 1,782 257 345 517 36 832 138
Business and repair services.. .. 107 {B) (B) (B) (8) 89 (B) (B) (B) (B)
Personal Services.............. 68 (8 (8) (B) B) 58 (B) (B) (B) (B)
Entertainnent and recreation
SBIVICES ....vuvvierrnnnrnnns 33 (8) (8) (B) (B) 28 {8) (B) (B) (8)
Professional and related
SBIVICES - ...cvvvncerrnrnnnns 2,208 493 43 2,194 171 1.816 450 18 863 44
Public administration, total ..... 1,636 896 75 2,537 215 990 377 26 1,125 7
Federal government ......... 790 1,113 116 2,543 257 438 279 30 1,268 111
State government........... 384 646 107 2,494 542 254 455 52 947 113
Local government........... 462 733 126 2,564 425 299 455 45 1,026 126
Armed Forces ................ 924 1,067 103 3,549 311 232 471 43 1,186 109

B Base less than 200,000.

'Based on alf retirement pension recipients, including those not receiving Social Security income.

Table L. Marital Status and Sex of Retirement Pension Recipients —Mean Vunthly Pension Income, Total House-
hold Income, and Social Security Income: 1984

Total household

Pension and Social

Pension income income Social Security income Security income
Marital status and sex
Number Standard Standard! Number Standard Standard
(thous.) Mean error Mean error| (thous.) Mean error Mean' error

Both Sexes

Total covviiiiiinns canan 11,547 $568 $25! $2,251 $79 8,688 $487 $8 $934 $23
Married.........coevevnnnnnn. 7.831 630 33 2,526 101 5,564 495 10 982 31
Divorced or separated ......... 872 538 74 1,760 216 558 468 29 838 67
Widowed ... ....... ........ 2,059 375 36 1,511 116 1,915 467 17 809 37
Never married .........ocveuen 785 481 63 1,994 348 651 486 28 885 61
Maie

Total ...viiiiiiiiaen 7.671 670 34 2,408 99 5,359 518 10 1,032 31
Married .......... .covvuiennnn 6,277 700 39 2,526 112 4,319 526 11 1,062 36
Divorced or separated .. ...... 509 659 107 2,028 331 256 491 43 906 101
Widowed .................... 645 432 70 1,761 260 602 475 30 875 66
Never married ................ 240 522 125 1,869 487 181 (8) (B) 914 106
Female
1 1 3,875 366 25 1,940 127 3,329 436 12 740 26
Married .............. eeensn 1,654 348 36 2,525 228 1,245 388 17 659 40
Divorced or separated ......... 362 368 80 1,385 204 301 449 38 742 69
Widowed .............couunnn 1414 349 41 1,397 119 1,313 464 21 779 45
Never married ................ 545 463 71 2,049 453 470 474 31 872 74

B Base less than 200,000.

*Based on all retirement pension recipients, including those not recewving Social Security income.
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pared v'ith 71 percent of all other retirees. This higher
rate of Social Security recipiency may reflect the survi-
vor benefits received by this group.

Current work status. Of the 11.5 million retirees receiv-
ing pension income, 1.8 million, or 16 percent, worked
at a wage or salary job during the reference month (table
M). The mean pension inccme of working retirees,
$730, was 37 percent higher than the mean pension
income of the 9.7 million nonworking retirees. Two-
thirds of the 1.8 million working retirees worked full
time during the reference month. The mean pension
income of these retirees, $830, was also substantially
higher than the nonworkers’ mean. The mean monthly
total household income of working retirees was $3,140—
50 percent higher than the mean household income of
nonworking retirees.

As shown below, working retirees tend to be much
younger than retirees who did not work during the
reference month. Sixty-nine percent of all working retir-
ees were under 65 years old, compared with 26 percent
of nonworking retirees.

Age 65
Under age 65 and over
Work status Num- Num-

ber Per- ber
Total | (thous. cent | (thous.) Percent

All retirees. . ......... 11,547| 3,811 33.0| 7,736 67.0
Working retirees.. .....j 1,812 1,267! 69.4 556 30.7
Nonworking retirees ....| 9,734 2,554| 26.2( 7,180 73.8

Education. The mean pension income of retirees who
were high school graduates ($550) was not significantly

different from the overall mean for all retirees, while the
mean for retirees with less than a high school education
($330) was 41 percent lower than the overall mean
(table N). The mean pension income of those with 4

years or more of college ($950) was 68 percent higher
than the overall mean pension income of all retirees.

Though there was no statistically significant differ-
ence in the mean Social Security income received by
retirees of different educational atiainment levels, a
higher percentage of retirees with less than a high
school education received Social Security benefits, 89
percent, than retirees in each of the other groups. As a
result, while the mean pension income of these retirees
was 41 percent lower than the overall mean, the sum of
pension and Social Security income of retirees with less
than a high school education was $760, 19 percent
lower than the overall mean of $930.

There are two possible reasons for the similarity in
mean Social Security income by educational level. First,
Social Security retirement benefits replace a higner
proportion of earnings for workers with lower incomes.
Second, the restriction of the retirement universe in this
study to those receiving pensions may tend to lessen
the differences in Social Security benefits across educa-
tional levels.

Presence of a COLA (cost of living adjustment) provi-
sion. Of the 11.5 million retirement pension recipients,
6.7 million, or 58 percent, had pensions with COLA
provisions. The mean pension income of these retirees
was $700, 79 percent higher than the mean pension
income of the 4.9 miliion retirees with no COLA provi-
sions (table O). The mean combined pension and Social
Security amount for retirees with COLA provisions was
$1,010, 23 percent higher than the mean for retirees
without COLA provisiors. Those without COLA’s were
much more likely to receive Social Security benefits, and
mean Social Security income was higher for retirees
without COLA provisions than for those with COLA's.
The mean household income of retirees with COLA
provisions was $2,460, 25 percent higher than the
mean for those without COLA provisions.

Table M. Current Work Status of Retirement Pension Recipients—Mean Monthly Pension Income, Total Household

Income, an.. Social Security Income: 1984

Total household Pension and Social
Pension income income Social Securnity income Security income

Current work status
Number Standaro Standard| Number Standard Standard
{thous.) Mean error Mean error| (thous.) Mean error Mean’ error
Total ..oovniiiiiin e 11,547 $568 $251 $2,251 $79 8,688 $487 $8 $934 $23
Worked? ... iee i 1,812 734 36 3,135 105 585 498 18 895 34
Fultime ............ ovnns 1,174 832 46 3,682 136 158 (B) (8) 901 46
Parttime.......coevvinnenn. 639 553 50 2,131 112 428 494 19 884 46
DiIdNOtWOrK « . .vvovevvinevnen 9,734 537 26 2,086 84 8,103 486 8 941 25

B Base less than 200,000.

Aruitoxt provided by Eic:

Based on all retirement pension recipients, including those nat receiving Social Security incorne.
2Restricted to persons working at a wage or salary job.
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Table N. Education of Retirement Pension Recipients —Mean Monthly Pension Income, Total Household Income,
and Social Security Income: 1984

Total household Pension and Social
Pension income income Social Security income Security income
Educational attainment
Number Standard Standard| Number Standard Standard
{thous.) Mean error Mean error| (thous.) Mean error Mean' error
Total vvvvvnvininnnnnn.. 11,547 $568 $25| 42,251 $79 8,688 $487 $8 $934 $23
Less than high school ......... 3,956 333 22 1,635 75 3,520 481 11 761 22
gig;;chool graduate.......... 3.695 546 34 2,139 124 2,588 483 15 885 32
ollege:
Tto3years................ 1,627 649 70 2,445 191 1,124 499 25 994 68
4 yearsor more............. 2,268 954 80 3,368 259 1,455 496 22 1,273 76

'Based on all retirement pension recipients, including those not receiving Social Security income.

Table O. Presence of COLA Provision for Retirement Pension Recipients— Mean Monthly Pension Income, Total
Household Income, and Social Security Income: 1984

Total household Pension and Social
Pension income income Social Security income Security income
Presance of provision
Number Standard Standard{ Number Standard Standard
{thous.) Mean error Mean error| {thous.) Mean error Mean' error
Total ...........covuvnnn. 11,547 $568 $25| $2,251 $79 8,688 $487 $8 $934 $23
With COLA provision .......... 6,689 698 34 2,460 113 4,642 456 12 1,014 32
With no COLA provision ....... 4,858 389 31 1,963 102 4,046 522 11 823 31

'Based on all retirement pension recipients, including those not receiving Social Security income.

ERI
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Appendix A. Overview of the SIPP Program

BACKGRGUND

The Survey of Income and Program Participation
(SIPP} provides a major expansion in the kind and
amount of information available to analyze the eco-
nomic situation of households and persons in the United
States. The information supplied by this survey is ex-
pected to provide a better understanding of the level and
changes in the level of well-being of the population and
of how economic situations are related to the demo-
graphic and social characteristics of individuals. The
data collected in SIPP will be especially useful in study-
ing Federal transfer programs, estimating program cost
and effectiveness, and assessing the effect of proposed
changes in program regulations and benefit levols. Anal-
ysis of other important national issues such as tax
reform, Social Sec ‘ty program costs, and national
health insurance can expanded and refined, based on
the information from this new survey.

The first interviews in the SIPP took place in Octo-
ber 1983, nearly 8 years after the research and
developmental phase, the Income Survey Develop-
ment Program (ISDP), was initiated by the Depart-
ment of Health, Education, and Welfare, in 1975.
Between 1975 and 1980 extensive research was
undertaken to design and test new procedures for
collecting income and related socioeconomic data on
a subannual basis and in a longitudinal framework.
Much of the work centered around four experimental
field tests that were conducted in collaboration with
the Bureau of the Census to examine different con-
cepts, procedures, questionnaires, and recall periods.
Two of the tests were restricted to a small number of
geographic sites; the other two were nationwide. In
the first nationwide test, the 1978 Research Panel,
approximately 2,000 households were interviewed.
Because of the relatively small number of interviews,
controlled experimental comparisons of alternatives
were not possible; however, the panel did demon-
strate that many new ideas and methods were feasi-
ble. It also laid a foundation for the largest and most
complex test: the 1979 Research Panel. This panel
consisted of a nationally representative sample of
8,200 households and provided a vehicle for feasibil-
ity tests and controlled experiments of alternative
design features.

In the fall of 1981, virtually all funding for ISDP

© search and planning of the continuing SIPP prograin
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was deleted from the budget of the Social Security
Administration. The loss of funding for fiscal year
1982 brought all work on the new survey to a halt. In
fiscal year 1983, however, money for initiation of the
new survey was allotted in the budget of the Bureau
of the Census. Work began almost immediately in
preparation for the survey start in October 1983. The
design of the questionnaire for the first interview was
similar in structure to that used in the 1979 ISDP
panel study with ywo important exceptions. First, the
reference period for the questions was extended from.
3 months to 4 months in order to reduce the number
of interviews and, therefore, lower costs. Second, the
questions covering labor force activity were expanded
in order to provide estimates that were closer, on a
conceptual basis, to those derived from the Current
Population Survey (CPS). The design also incorpo-
rated a8 number of other modifications resulting from
experience with the 1979 pilot study.

SURVEY CONTENT

There are three basic elements contained in the
overall design of the survey content. The first is a
control card that serves several important functions.
The control card is used to record basic social and
demographic characteristics for each person in the house-
hold at the time of the initial interview. Because house-
holds are interviewed a total of 8 or 9 times, the card is
also used to record changes in characteristics such as
age, educational attainment, and marital status and to
record the dates when persons enter or leave the house-
hold. Finally, during each interview, information on each
source of income received and the name of each job or
business is transcribed to the card so that this informa-
tion can be used in the updating process in subsequent
interviews.

The second major elerent of the survey content is
the core portion of the questionnaire. The core ques-
tions are repeated at each interview and cover labor
force activity, the types and amounts of income
received during the 4-month reference period, and
participation status in various programs. Some of the
important elements of labor force activity are re-
corded separately for each week of tha period. Income
recipiency and amounts are recorded on a monthly
basis with the exception of amounts of property
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income l(interest, dividends, rent, etc.). Data for these
types ars recorded as totals for the 4-month period.
The core also contains questions covering attendance
in postsecondary schools, private health insurance
coverage, public or subsidized rental housing, low-
income energy assistance, and school breakfast and
lunch participation.

The third major element is the various supplements
or topical modules that will be included during se-
lected household visits. The tcpical modules cover
areas that need not be examined every 4 months.
Certain of these topical modules are considered to be
so important that they are viewed as an integral part
of the overall survey. Other topical modules have
more specific and more limited purposes. No topical
modules were included in the first or second waves of
SIPP during the first year of the survey. (See the
following section on sample design and table A-1 for
a definition of the term ”"wave.”)The third wave
topical module covered (1) educational attainment,
{2) work history, and (3) health characteristics {inciud-
ing disability). The fourth wave topical module cov-
ered (1) assets and liabilities, (2) pension plan cover-
age, and (3) housing characteristics. The fifth wave
topical module covered (1) child care, {2) child sup-
port agreements, (3) support for nonhousehold mem-
bers, (4) program participation history, and {5) rea-
sons for not working. The sixth wave topical module
covered (1) earnings and benefits, (2} property in-
come and taxas, and (3} education and training.

SAMPLE DESIGN

The SIPP sample design for the 1984 panel consists
of about 26,000 housing units selected to represent the
noninstitutional population of the United States. (See
appendix C for more details on the procedures used to
select the sample.) About 20,900 of these were occu-
pied and eligible for interview. Table A-1 shows the
sample design for the first panel of SIPP. Each house-
hold in the sample was scheduled to be interviewed at
4-month intervals over a period of 2 1/2 years beginning
in October 198€3. The reference period for the questions
is the 4-month period preceding the interview. For
example, households interviewed in October 1983 were
asked questions for the months June, July, August, and
September. This household was interviewed again in
February 1984 for the October through January period.
The sample households within a given panel are divided
into four subsamples of nearly equal size. These sub-
samples are called rotation groups and one rotation
group is interviewed each month. In general, one cycle
of four interviews covering the entire sample, using the
same questionnaire, is called a wave. This design was
chosen because it provides a smooth and steady work
for data collection and processing.

A new panel of smaller size was introduced in
February 1985 and has been introduced in February of
each succeeding year. This overlapping design pro-
vides a larger sample size from which cross-sectional
estimates can be made. The overlap also enhances
the survey’s ability to measure change by lowering
the standard errors on differences between estimates
for two points in time.

SURVEY OPERATIONS

Data collection operations are managed through the
Census Bureau’s 12 permanent regional offices. A staff
of interviewers assigned to SIPP conduct interviews by
personal visit each month with most interviewing com-
pleted during the first 2 weeks of that month. Com-
pleted questionnaires are transmitted to the regional
offices where they undergo an extensive clerical edit
before being entered into the Bureau’s SIPP data pro-
cessing system. Upon entering this processing system
the data are subjected to a detailed computer edit. Errors
identified in this phase are corrected and computer
processing continues.

Two of the maje- steps of computer processing are
the assignment of weights to each sample person and
imputation for missing survey responses. The weight-
ing procedures assure that SIPP estimates of the
number of persons agree with independent estimates
of the population within specified age, race, and sex
categories. The procedures also assure close corre-
spondence with monthly CPS estimates of house-
holds. In almost all cases, a survey nonresponse is
assigned a value in the imputation phase of process-
ing. The imputation for missing responses is based on
procedures generally referred to as the "hot deck”
approach. This approach assigns values for nonre-
sponses from sample persons who did provide re-
sponses and who have characteristics similar to those
of the nonrespondents.

The longitudinal design of SIPP dictates that all
persons 15 years old and over present as household
members at the time of the first interview be part of
the survey throughout the entire 2-1/2 year period. To
meet this goal, the survey collects information useful
in locating persons who move. In addition, field pro-
cedures were established that allow for the transfer of
sample cases between regional offices. Persons mov-
ing within a 100-mile radius of an original sampling
area (a county or group of counties) are followed and
continue with the normal personal interviews at 4-
month intervals. Those moving to . new residence
that falls outside the 100-mile radius of any SIPP
sampling area are interviewed by telephone. The
geographic areas defined by these rules contain more
than 95 percent of the U.S. population.

21
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Table A-1. Design of First SIPP Panel

Because most types of analysis using SIPP data will
be dependent not on data for individuals but on groups
of individuals (households, families, etc.), provisions
were made to interview all “new” persons living with
original sample persons (those interviewed in the first

wave). These new sample persons entering the sur-
vey through contact with original sample persons are
considered as part of the sample only while residing
with the original sample person.

Rotation

Wave

Interview month

Reference months

WN=H WN=H WN=HE WN=E W=D WN=H WN=H WN= HWN-

OO OO NNNN OO0 IO bbhbd WWWW NN —tataaa

Oct. 83
Nov. 83
Dec. 83
Jan. 84

Jan. 86

86
March 86
April 86

May 86
June 86
July 86
Aug. 86

June, Juiy, Aug., Sapt (83
July, Aug., Sept., Oct. (83
Aug., Sept., Oct., Nov. (83
Sept., Oct., Nov., Dec. (83

Oct., Nov Dec. (83), Jan. (84
Nov., Dec. (83), Jan.. Feb. (84
Dec. (83), Jan., Feb March (84

Jan., Feb., March, A r|| 84
Feb., March, Aprll y (84
March April, May, June 84

Apnl ay, June, July (84)

May, June, July, Aug. (84
June, July, Aug., Sept. (84
July, Aug., Sept., Oct. (84

Aug., Sept., Oct., Nov. (84

Sept., Oct., Nov., Dec. (84
Oct., Nov Dec. (84 ), Jan. (85
Nov., Dec. (84), Jan., Feb. (85
Der. (84), Jan., Feb., March 85)

Jan,, Feb March, A r|I 85
Feb., arch pnl y (85
March, April, May, June 85

Apnl ay, June, July (85

May, June, July, Aug. (85
June, July, Aug., Sept. (85
July, Aug., Sept., 0 ct. (85
Aug., Sept., Oct., Nov. (85

Sept., Oct., Nov., Dec. (85
Oct., Nov Dec. (8 ), Jan. (86
Nov. ., Dec. (85), Jan., Feb. (86

Dec. (85), Jan., Feb., March (86

Jan,, Feb March Mml 86

Feb., arch April,

March, April, May, une 86
Aprll ay, June, July (86)
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Appendix B. Definitions and Explanations

Population coverage. The estimates in this report are
restricted to the civilian, noninstitutional population of
the United States and members of the Armed Forces
living off post or with their families on post.

Household. A household consists of all the persons
who occupy a housing unit. A house, an apartment or
other group of rooms, or a single room is regarded as a
housing unit when it is occupied or intended for occu-
pancy as separate living quarters; that is, when the
occupants do not live and eat with any other persons in
the structure and there is d'rect access from the outside
or through a common hall.

For this report, the household composition was de-
termined as of the interview date. A household includes
the related family members and all the unrelated per-
sons, if any, such as lodgers, foster children, wards, or
employees who share the housing unit. A person living
alone in a housing unit, or a group of unrelated persons
sharing a housing unit as partners, is also counted as a
household. The count of households excludes group
quarters. Examples of group quarters include rooming
and boarding houses, college dormitories, and convents
and monasteries.

Size of firm. If a firm operates in only one Iccation, size
of firm refers to the number of persons employed at that
location. If a firm operates in more than one location,
size of firm refers to the total number of persons
employed at all locations.

Full time and part time. The data on full- and part-time
workers pertain to the number of hours a person usually
worked per week. Persons who reporter usually work-
ing 35 or more hours each week during the weeks they
worked are classified as ”full-time” workers, persons
who reported that they usually worked fewer than 35
hours are classified as ” part-time” workers.

Years of school completed. Data on years of schiool
completed in this report were derived from the combi-
nation of answers to quastions concerning the highest
grade of school attended by the person and whether or
not that grade was completed. The following categories
used in this report are based on the number of years of

12 years); high school graduate {12 years); college, i to
3 years (13 through 15 years); and college, 4 or more
yeare {16 or more years of school completed).

Industry. Data refer to the job currently held at the time
of the interview. If two or more jobs were held, the
industry shown in this report refers to the job in which
the respondent worked the most hours.

Rounding of estimates. Individual numbers are rounded
to the nearest thousand without being adjusted to group
totals, which are independently rounded. Derived mea-
sures are based on unrounded numbers when possible;
otherwise, they are based on the rounded nui.ibers.

Pension eligibliity. Data on employee-sponsored pen-
sion eligibility were obtained from persons interviewed
in Septsmber through April 1985, who worked at a job
at any time during the four months prior to interview.
For respondents who worked at more than one job, the
pension eligibility questions refer to the job in which the
respondent worked the most hours.

Median income. The median income is the amount
which divides the distribution into two equal groups,
one having incomes above the median, and the other
having incomes below the median.

Mean income. The mean income is the amount ob-
tained by dividing the total income of a group by the
number of units in that group.

Monthly household income. The monthly income esti-
mates shown in this report for households are based on
the sum of the monthly income received by each mem-
ber of the household age 15 years old or over at the date
of interview.

Monthly pension income. This refers to the total monthly
income received from the following sources: 1) com-
pany or union pension, 2) Federal Civil Service pension,
3)U.S. military retirement, 4) National Guard or Reserve
retiremant, 5) State government retirement, or 6) local
government retirement.

Monthly eamings. This refers to the total monthly
income received from the following sources: 1) wages
and salaries, 2) nonfarm self-employment, and 3) farm

@~ "hool completed: not a high school graduate (less than

self-employment.
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Monthly Social Security income. This includes Social
Security pensions and survivors’ benefits, and perma-
nent disability insurance payments made by the Social
Security Administration prior to deductions for medical

insurance and railroad retirement insurance checks from
the U.S. Government. Medicare reimbursements are not
included.
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Appendix C. Source and Reliability of Estimates

SOURCE OF DATA

The data were collect ' "aa the fourth wave of the
1984 panel of the Su Income and Program
Participation (SIPP). The SIPP univarse is the noninstitu-
tionalized resident population of persons living in the
United States.’

The 1984 panel SIPP sample is located in 174 areas
comprising 450 counties (including one partial coun-
ty) and independent cities. Within these areas, the
bulk of the sampla consisted of clusters of two to four
living quarters (LQ's), systematically selected from
lists of addresses prepared for the 1970 decennial
census. The sample was updated to reflect new
construction.

Approximately 26,000 living quarters were desig-
nated for the sample. For Wave 1, interviews were
obtained from the occupants of about 19,900 of the
designated living quarters. Most of the remaining
6,100 living quarters were found to be vacant, demol-
ished, converted to nonresidential use, or otherwise
inelgible for the survey. However, approximately 1,000
of the 6,100 living quarters were not interviewed
because the occupants refused to be interviewed,
could not be found at home, were temporerily absent,
or were otherwise unavailable. Thus, occupants of
about 135 percent of all eligible living quarters partici-
pated in Wave | of the survey.

For the subsequent waves, only original sample
persons (those interviewed in the first wave) and
persons living with them were eligible to be inter-
viewed. With certain restrictions, original sample per-
sons were to be followed if they moved to a new
address. All noninterviewed households from Wave 1
were automatically designated as noninterviews for
all subsequent waves. When original sample persons
moved without leaving forwarding addresses or moved
to extremely remote parts of the country, additional
noninterviews resulted.

'The noninstitutionalized resident population includes persons liv-
Ing In group quarters, such as dormitonies, rooming houses, and
religious group dwellings. Crew members of merchant vessels. Armed
Forces personnel living in military barracks, and institutionalized per-
sons, such as correctional facility inmates and nursing home residents,
were not eligible to be in the survey. Also, U.S. citizens residing
abroad were not eligible to be in the survey. With these quahfications,
persons who were at least 15 years of age at the time of interview
were eligible to be interviewed.

Noninterviews. Tabulations in this report were drawn
from interviews conducted from September through
December 1984. Table C-1 summarizes information on
nonresponse for the interview months in which the data
used to produce this report were colleci.d.

Some respondents do not respond to some of the
questions. Therefore, the overall nonresporise rate for
some items such as income and other money-related
items is higher than the nonresponse rates in table C-1.
The Bureau has used complex techniques to handle
nonresponse, but the si:ccess of these techniques in
avoiding bias is unknown.

Estimation. The estimation procedure used to derive
SIPP person weights involved several stages of weight
adjustments. In the first wave, each person received a
base weight equal to the inverse of his/her probability of
selection. For each subsequent interview, each person
received a base weight that accounted for following
movers.

A noninterview adjustment factor was applied to the
weight of every occupant of interviewed households to
account for persons in noninterviewed occupied house-
holds which were eligible for the sample. (Individual
nonresponse within partially interviewed households
was treated with imputation. No special adjustment
was made for noninterviews in group quarters.) A factor
was applied to each interviewed person’s weight to
account foi the SIPP sample areas not having the same
population distribution as the strata from which they
were selected.

Table C-1. Sample Size, by Month and Interview

Status
Household units ehgible

Month Not Nonre-
Inter- inter-| sponse

Total| viewed| viewed rate

September 1984 .......... 5,600 4,800 800 *14
October 1984............. 5,600] 4,800 800 15
November 1984........... 5,600] 4.700 900 15
December 1984........... 5,600] 4,700 900 17

*Due to rounding of all numbers at 100, there are some inconsis-
tencies. The percentage was calculated using unrounded numbers.
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An additional stage of adjustment to person weights
was performed to bring the sample estimates into agree-
ment with independent monthly estimates of the civilian
(and some military) noninstitutional population of the
United States by age, race, and sex. These independent
estimates were based on statistics from the 1980
Census of Population; statistics on births, deaths, immi-
gration, and emigration; and statistics on the strength of
the Armed Forces. To increase accuracy, weights were
further adjusted in such a manner that SIPP sample
estimates would closely agree with special Current
Population Survey (CPS) estimates by type of house-
holder (married, single with relatives or single without
relatives by sex and race) and relationship to house-
holder (spouse or other).2 The estimation procedure for
the data in the report also involved an adjustment so
that the husband and wife of a household received the
same weight.

RELIABILITY OF ESTIMATES

SIPP estimates in this report are based on a sample;
they may differ somewhat from the figures that would
have been obtained if a complete census had been taken
using the same questionnaire, instructions, and enumer-
ators. There are two types of errors possible in an
estimate based on a sample survey: nonsampling and
sampling. The magnitude of SIPP sampling error can be
estimated, but this is not true of nonsampling error.
Found below are descriptions of sources of SIPP non-
sampling error, followed by a discussion of sampling
error, its estimation, and its use in data analyses.

Nonsampling variability. Nonsampling errors can be
attributed to many sources, e.g., inability to obtain
information about all cases in the sample, definitional
difficultias, differences in the interpretation of ques-
tions, inability or unwillingness on the part of the respon-
dents to provide correct information, inability to recall
information, errors made in collection such as in record-
ing or coding the data, errors made in processing the
data, errors made in estimating values for missing data,
biases resulting from the differing recall periods caused
by the rotation pattern and failure to represent all units
within the universe (undercoverage). Quality control and
edit procedures were used to reduce errors made by
respondents, coders, and interviewers.

Undercoverage in SIPP results from missed living
quarters and missed persons within sample households.
Itis known that undercoverage varies with age, race,
and sex. Generally, undercoverage is larger for males
than for females and larger for Blacks than for non-

2These special CPS estimates are shightly different from the pub-
lished monthly CPS estimates. The differences arise from forcing
counts of husbands to agree with counts of wives.

Blacks. Ratio estimation to irdependent age-race-sex
population controls partially corrects for the bias due to
survey undercoverage. However, biases exist in the
~stimates to the extent that persons in missed house-
holds or missed persons in interviewed households have
different characteristics than interviewed persons in the
same age-race-sex group. Further, the independent pop-
ulation controls usad have not been adjusted for under-
coverage in the decennial census.

Comparability with other statistics. Caution should be
exercised when comparing data from this report with
data from earlier SIPP publications or with data from
other surveys. The comparability problecms are caused
by sources such as the seasonal patterns for many
characteristics, definitional differences, and different
nonsampling errors.

Sampling variability. Standard errors indicate the mag-
nitude of the sempling error. They also partially measure
the effect of some nonsampling errors in response and
enumeration, but do not measure any systematic biases
in the data. The standard errors for the most part
measure the varia  ;ons that occurred by chance because
a sample rather than the entire population was sur-
veyed.

The sample estimate and its siandard error enable
one to construct confidence intervals, ranges that would
include the average result of all possible samples with a
known probability. For example, if all possible samples
were selected, each of these being surveyed under
essentially the same conditions and using the same
sample design, and if an estimate and its standard error
were calculated from each sample, then approximately
90 percent of the intervals from 1.6 standard errors
below the estimate to 1.6 standaid errors above the
estimate would include the average result of all possible
samples.

The average estimate derived from all possible sam-
ples is or is not contained in any narticular computed
interval. However, for a particular sample, one can say
with a specified confidence that the average estimate
derived from ali possible samples is included in the
confidence interval.

Standard errors may also be used for hypothesis
testing, a procedure for distinguishing between popula-
tion parameters using sample estimates. The most com-
mon types of hypotheses tested are 1) the population
parameters are identical versus 2) they are different.
Tests may be perfurmed at various levels of signifi-
cance, where a level of significance is the probability of
concluding that the parameters are different when, in
fact, they are identical.

All statements of comparison in the report have
passed a hypothesis test at the 0.10 level of signifi-
cance or better. This means that, for differences cited in
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Table C-2. Distribution of Monthly Eamings Among
Wage and Salary Workers 25 Years

and Over
Percent with
at least as
Monthly earnings much as
Number | lower bound
{thous.) of interval
0] ¢ | 1S 52,727 (X)
Under 8500 ......cocvevnnnrnnnnnnnns 3,601 100.0
8500108999 .......iiiiiiii s 14,531 93.2
$1.00010%81,499 ................... 12,486 77.0
$15001081,999 ..................s 10,171 53.3
$2,0001082499 .............ientn 7,791 34.0
$250010%$2,999 ........ciiiiiinnn, 4,242 19.2
$3,0001083,499 .............vuus 2,450 11.2
$3500t0%3,999 ..........ciiinns 1,191 6.6
$4,000and OVEr . .evvvnrinenrinnnnnns 2,264 4.3

X Not applicable.

the report, the estimated absolute difference between
parameters is greater than 1.6 times the standard error
of the difierence.

Note when using small estimates. Summary measures
(such as means, medians, and percent distributions) are
shown in the report oniy when the base is 200,000 or
greater. Becat'se of the large standard errors involved,
there is little chance that summary measures would
reveal useful information when computed on a smaller
base. Estimated numbers are shown, howsver, even
though the relative standard errors of these numbers are
larger than those for the corresponding percentages.
These smaller estimates are provided primarily to permit
such combinations of the categories as serve each
user’s needs. Also, care must be taken in the interpre-
tation of small differences. For instance, in case of a
borderline difference, even a small amount of nonsamp-
ling error can lead to a wrong decision about the hypoth-
eses, thus distorting a seemingly valid hypothesis test.

Standard error parameters and tables and their use. To
derive standard errors that would oe applicable to a wide
variety of statistics and could be preparec at a moderate
cost, a number of approximations were requirec. Most
of the SIPP statistics have greater variance than those
obtained through a simple random sample of the same
size because clusters of living quarters are sampled for
SIPP. Two parameters (denoted "a” and "b") were
developed to calculate variances for each type of char-
actenstic.

The "a” and "b” parameters vary by subgroup. Table
C-5 provides "a” and "b" parameters for chararteris-
tics of interast in this report. The “a” and "b" parame-
ters may be used to directly calculate the standard error
for estimated numbers and percentages. Secause the
actual variance behavior was not identical for all statis-
tics within a group, the standard errors computed frem

ERIC ey
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parameters provide an indication of the order of magni-
tude of the standard error for any specific statisti .

For those users who wish further simplification, we
have also provided general standard errors in tables C-3
and C-4. Note that these standard errors must be
adjusted by a factor from table C-5. The standarv errors
resulting from this simplified approach are less accurate.
Methods for using these parameters and tables for
computation of standard errors are given in the follow-
ing sections.

Standard errors of estimated numbers. The approxi-
mate standard error, S,, of an estimated number of
persons shown in this report can be obtained in two
ways. Note that neither method should be applied to
dollar values. It may be obtained by use of the formula

S, =fs (m

where f is the appropriate factor from table C-5, and s is
the standard error on the estimate obtained by interpo-
lation from table C-3. Alternatively, S, may be approxi-
mated by the formula,

S, = Vax? + bx (2)

from which the standard errors in table C-3 were calcu-
lated. Use of this formula will provide more accurate
results than the use of formula (1) above. Here x is the
size of the estimate and “a” and “b” are the parameters
associated with the particular type of characteristic
being estimated.

lilustration. SIPP estimates given in text table C show
that there were ..,486 X}/ workers covered by a
pension plan with monthly earnings in the range of
$1,000 to $1,499. The appropriate parameters and
factor from table C-5 and the appropriate general stand-
ard error frcm table C-3 aie

a = -.0000588, b = 10,027, f-.71, s = 484,000

Table C-3. Standard Errors of Estimated Numbers
of Persons

{Numbers in thousands)

Size of estimate 5‘32:2:‘3 Size of estimate Sta::z:q
a3 721
77 883

109 1,020
141 1,062
199 1,062
312 1.055
392 1,021
457 987
494 |1 886
528 725
560 609
629 446
678

These values must be multiplied by the appropriate factor in table
C-5 to obtain the correct standard error.




Using formula (1), the approximate standard error is
S, = .71 x 484,000 = 344,000

Using formula (2), the approximate standard error is
v/ (-.0000588) (12,486,000)% + (10,027) (12,486,000) = 341,000

Using the standard error based on formula (2), the
approximate 90-percent confidence interval as shown
by the data is from 11,940,000 to 13,032,000.

Standard error of a mean. A mean is defined here to be
the average quantity of some item per person. For
example, we may discuss the mean mosithly earnings
level of wage and salary workers. Standard errors are
usually provided in the detailed tables for all displayed
means. However. if the reader desires to calculate
standard errors on means for collapsed groups, formula
{3) may be used. Because of the approximations used in
developing formula (3), an estimate of the standard error
of a mean obtained from this formula will generally
underestimate the true standard error. Let y be the size
of the base, S? be the estimated population variance of
the item and b be the parameter associated with the
particular type of item.

The standard error of a mean is:

sz = Vibm §° )
The estimated population variance, S?, is given by
o]
$2 =% pxj — % (4)

i=1

Where

_ %]

X = ii 1 Pi X, (5)
each sample unit falls in one of ¢ groups; p, is the
estimated proportion of group i; x, = (Z,, + Z,/2
where Z,.; and Z, are the iower and upper interval
boundaries, respectively, foi group i. X, is assumed to
be the most representative value for the characteristics
of interest in group i. If group c is open-ended, i.e., no
upper interval boundary exists, then an approximate
average value of x_ is

NY[%S

*c Zo1 (6)
Hlustration. The distribution of monthly earnings levels
of wage and salary workers is given in text table C.
Using formulas (4), (5), (6), end the mean monthly
earnings amount of $1 584, the approximate population
variance for all workers, 2, is

s? = [3.535 2, [16.405 )
(78,619 (25017 + (Jeas) 75017+ ..+

( 2,766

RIZALE 2 _ 2 _
78,619) {6,000) {1,5684) 1,477,014

Using formula (3) the estimated standard error of a
mean X is

T R = $103
\/ (m) (1,477,014)

Table C-4. Standard Errors of Estimaied Percentages of Persons

Estimated percentage’

Base of astimated percentage (thousands)

1 or 99 2 0r98 5 or 95 10 or 90 250r 75 50
200 .. e 3.1 4.4 6.9 9.5 13.7 185.8
0 26 3.8 5.6 7.7 11.2 12
0 1.8 2.8 4.0 5.5 7.9 9.1
0. o 1.4 2.0 3.1 4.2 6.1 7.1
2,000, .. e e 1.0 1.4 2.2 3.0 4.3 5.0
8,000, .. it e e 0.6 0.9 1.4 1.9 2.7 3.2
8,000, ..ot e 0.5 0.7 1.1 1.5 2.2 2.5
11000 oo s 0.4 0.6 0.9 1.3 1.8 2.1
13,000 .. e 0.4 0.5 0.8 1.2 1.7 2.0
17000 ..ot e e 0.34 0.5 0.7 1.0 1.5 1.7
22,000 ... e e 0.29 .4 0.7 0.9 1.3 1.5
28,000 ... i e 0.28 0.4 0.6 0.8 1.2 1.4
30,000 .ot e e 0.26 0.4 0.6 0.8 1.1 1.3
60,000 ... e e 0.20 0.3 0.4 0.8 0.9 1.0
80,000 ..ot e 0.16 0.2 0.3 0.5 0.7 0.8
100,000 . .. e 0.14 0.2 0.3 0.4 0.8 0.7
130,000 ....cccii i et e 0.12 0.17 0.3 0.4 0.5 0.8
220,000 .. ... e e 0.10 0.13 0.2 0.3 0.4 0.5

These valuer must be multiplied by the appropriate factor in table C-5 to obtain the correct standard error.
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Table C-5. SIPP Generalized Variance Farameters
Parameters

Characteristic

a b f factor
ALL RACES OR WHITE
16 Years and Over
Program participation and benefits (3}

BOth SeXeS ... ettt e e -0.0000943 16.059 0.90
L T -0.0001984 16,059 0.90
Female ... ... i e e -0.0001796 16,059 0.90
Income and labor force (5)

BOth SeXeS .. ...t i e e -0.0000321 5,475 0.52
T -0.0000677 5,475 0.52
Female ........ccoiiii i e e e -0.0000612 5,475 0.562
Pension coverage' (4)

BOth SeXeS . ... .i it i e e -0.0000588 10,027 0.71
T -0.0001240 10,027 0.71
Female . ..o e e -0.0001121 10,027 0.71
All Others' (6)

BOth SeA8S .« et i e e, -0.0000864 19,911 1.00
Male L. e -0.0001786 19,911 1.00
Fvlllu:c ....................................................... '0.0001 672 1 9,91 1 1 .OO
BLACK
Poverty (1)

BOth SEXES . . ettt e e e -0.0004930 13,698 0.83
T -0.0010522 13,698 0.83
=33 - -0.0009274 13,698 0.83
All Others (2)

BOth SEXES - <ttt -0.0002670 7,366 0.61
L -0.0005737 7,366 0.61
Female . . e e -0.0004933 7,366 0.61

'Use the " 16 years and over” "Pension Plan” parameters for pension plan tabulations of persons 16 years and over in the labor force. Use the
" All Others” parameters for retirement tabulations, O + program participation, O+ benefits, 0+ income, and O + labor force tabulations, in addition
to any other types of tabulations not specifically covered by another characteristic in this table.

Note: For cross-tabulations, use the parameters of the characteristics with the smaller number within the parentheses.

Standard errors of estimated percentages. The reliabil-
ity of an estimated percentage, computed using sample
data for both numerator and denominator, depends
upon both the size of the percentage and the size of the
total upon which the percentage is based. When the
numerator and renominator of the percentage have
different parameters, use the parameter (and appropri-
ate factor) of the numerator.

The type of percentage presented in this report is the
percentage of persons sharing a particular characteristic
such as the percent of workers covered by a pension
plan.

For the percentage of persons, the approximate stand-
ard error, S, ,,, of the estimated percentage p can be
obtained by the formula

S(x.p) = fs (7)

<9

In this formula, f is the appropriate " " factor from table
C-" and s is the standard error on the estimate from
table C-4. Alternatively, it may be approximated by the

formula
Sucpy =V (b/x) (p) (100-p) (8)

from which the standard errors in table C-4 were calcu-
lated. Use of this formula will give more accurate results
than use of formula (7) above. Here x is the size of the
subclass of persons which is the base of the percentage,
p is the percentage (0<p<100) and b is the parameter
associated with the characteristic in the numerator.

lllustration. Text table C shows that 69.4 percent of
workers covered by a pension plan had a monthly
earnings level of $1,000 to $1,499. Using formula (7)
with the factor from table C-5 and the appropriate
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standard error from table C-4, the approximate standard

error is
Sum = 0.71x 1.5% = 1.1%

Using formula (8) with the “b” parameter from table
C-5, the approximate standard error is

Sy = 10,027 _
trce) — . 69.4% (100% - 69.4%) = 1:1%
18,002,000

Consequently, the aproximate 80-percent confidence
interval as shown by these data is from 67.6 to 71.2
percent.

Standard ervor of a difference within this report. The
standard erro; of a difference between two sample
estimates is approximately equal to

Spepy =V S5 + S, (9)

where S, and S, are the standard errors of the ectimates
xandy.

The estimates can be numbers, percents, ratios, etc.
The above formula assumes that the sample correlation
coefficient, r, between the two estirnates is zero. If r is
realiy positive (negative), then this assumption will lead
to overestimates (underestimates) of the true standard
error.

lilustration. Again, using text table C, 69.4 percent of
workers with a monthly earnings level of $1,000 to
$1,499 were covered by a pension plan and 76.2
percent of workers with a monthly earnings level of
$1,500 to $1,999 were covered in the same manner.
The standard errors for these percentages are computed
using formula (8), to be 1.1 percent and 1.2 percent.
Assuming that these two estimates are not correlated,
the standard error of the estimated difference of 6.8
percentage points is

Seyy = VI(1.1%)% + (1.2%)° = 1.6%

The approximate 90-percent confidence interval is from
4.2 to 9.4 percentage points. Since this interval does
not contain zero, we conclude that the difference is
significant at the 10-percent level.

Standard error of a median. The median quantity of
some item such as income for a given group of persons
is that quantity such that at least half the group have as
much or more and at least half the group have as much
or less. The sar.pling variability of an estimaved median
aepends upon the form of the distribution of the item as
well as the size of the group. To calculate standard
errors on medians, the procedure described below may
Q used.

ERIC

IToxt Provided by ERI

An approximate method for measuring the reliability
of an estimated median is to determine a confidence
interval about it. (See the section on sampling variability
for a general discussion of confidence inervals.) The
following procedure may be used to estimate the 68-
percent confidence limits and hence the standard error
of a median based on sample data.

1. Determ" e, using either formula (7) or formula (8),
the standard error of an estimate of 50 percent of
the group;

2. Add to and subtract from 50 percent the standard
error determined in step 1.

3. Using the distribution of the item within the group,
calculate the quantity of the item such that the
percent of the group owning more is equal to the
smaller percentage found in step 2. This quantity
will be the upper limit for the 68-percent confi-
dence interval. In a similar fashion, calculate the
quantity of the item such that the percent of the
group owning more is equal to the larger percent-
age found in step 2. This quantity will be the lower
limit for the 68-percent confidence interval;

4. Divide the difference between the two quantities
determined in step 3 by two to obtain the standard
error of the median.

To perform step 3, it will be necessary to interpolate.
Different methods of interpolation may be used. The
most common are simple linear interpolation and Pareto
interpolation. The appropriateness of the method depends
on the form of the distribution around the median. If
density is declining in the area, then we recommend
Pareto interpolation. If density is fairly constant in the
area, then we recommend linear interpolation. Note,
however, that Pareto interpolation can never be used if
the interval contains zero or negative measures of the
item of interest. Interpolation is used as follows. The
quantity of the item such that “p” percent own more is

N
Pareto: XpN = exp [M Ln (A,/A.)] Ay ]
Ln (N2/Ny} (10)
if Pareto interpolation is indicated and
Linear: Xon = 2NN (A =~ A) +A,
N:—N, (11)

if linear interpolation is indicated, where N is the size of
{he group,

A, and A, are the lower and upper bounds, respectively,
of the interval in which X,y falls,

N, and N, are the estimated number of group members
owning more than A, and A,, respectively,

exp refers to the exponential f.inction, and

Ln refers to the natural logarithm function.

30
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lllustration. £.gain using text table C the median monthly
earnings amount of workers covered by a pension plan
was $1,586. The size of this group of workers was
52,727,000.

1. Using formula (8), the standard error of 50 percent
on a base of 562,727,000 is about 0.7 percentage
points.

2. Fullowing step 2, the two percentages of interest
are 49.3 and 50.7.

3. By examining table C-2, we see that the percent-
age 49.3 falls in the income interval from $1,500
to $1,999. (Since 53.3 percent receive more than
$1,499 per month, but only 34.0 percent receive
more than $1,999 per month, the quantity that
exactly 49.3 percent receive more than must be
between $1,500and $1,999.) Thus A, = $1,500,
A, = $1,999, N; = 28,109,000, and N, =
17,938,000. In this case, we decided to use Pareto
interpolation.

Therefore, the upper bound of a 68-percent confi-
dence interval for the median is

oxp [ [Ln (489 (52.727.000) /Ln[17,938,000 L [1892
\ 28,108,000 \28,109,000 1500

(1500) = $1577

Also by examining table C-2, we see that the percent-
age of 50.7 falls in the income interval from $1,500 to

31

$1,999. Thus, A, = $1,5600, A, = $1,999, N, =
28,109,000, and N, = 17,938,000. We also decided
to use Pareto interpolaticn for this case. So the lower
bound of a 68-percent confidence interval for the median
is

oxp| { Ln [£597(62.727.000) /Ln 17,938,000 | {1999
\ 28,109,000 28,109,000 1500

{1600} = $1549

Thus, the 68-percent confidence interval on the esti-
mated median is from $1,549 to $1,577. An approxi-
mate standard error is

$1,577 - $1,549

5 =$14

Standard errors of ratios of means and medians, The
standard error for a ratio of means or medians is approx-
imated by:

sov=V)* [ + 52 ]

where x and y are the means or medians, and S, and S,
are their associated standard errors. Formula {(12) assumes
that the means or medians are not correlated. If the
correlation between the two means or medians is actu-
ally positive (negative), then tth. s procedure will provide
an overestimate (underestimate) of the standard error
for the ratio of means and medians.

{12)
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Appendix D. Facsimile of SIPP 1984 Wave Four Questions

Section 4 — TOPICAL MODULES (Continued)

Part B — Retirement and Pension Coverage

Read to respondent: These next questions concern retirement and pension coverage.

m Refer to CC 1tem 24.

Is. .'sage?

age — SKIP to Check
Item T13, page 59

= SKJP to Check Item T6

KIP to Check Item T6

2l7J No — SKIP to 6a, page 56

NEin S | age

1] Never worked — SKIP to Check Item T13,
page 59
2[5 Already stopped — SKIP to Check Item T6
3] Doesn’t plan to stop — SKIPto 1¢
x{J DK

Will. .. be eligible on the basis of .. .'s
own work experience to raceive Social
Security ( Railroad Retirement) Benefits
when ... stops working?

)
l
!
I
1
i

2LINo
x1_) DK

How many years has. .. been employed in
jobs covered by Social Secuvity (Railroad
Retirement)?

ZE |Years

1] Less than one year
x3[J None
x1[J DK

Are any employers entered in
question 23 on page 14 or
question 10a on page 16?

8323] (] Yes — Enter name(s) and job number(s) below

21 No — Skip to Check Item T9, page 56

32
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{Ask 2a— 41 for employer 1 first
then return to question 2a if there

is another employer.)

2a. About how many persons are employed by
{Read employer's name) at the location
where . . . works — would you say (Read

Employer 1

Employer 2

]
!
L
: Employer name
|
|

Employer name

Job number
wx [

| Job number

wm [

i

8330 1[J Under 25

2[] 25 to 99
3J 100 10 499

E 10 Under 25
20 25 t0 €9
3[J 100 to 499

i
|
f I
categories)? ! +[1 500 t0 999 .[] 500 t0 999
. sC) 1000 SKIP s(] 1000 SKIP
: or more \ o or more { to
! x100 DK 3a x100 DK 3a
|
T
b. Does (Read employer’s name) operate in €334
more than one location? =5 g Yes 100 Yes
2[0No | skip 20 No | skip
x100 DK jto 3a xi0 DK to 3a

€. About how many persons are esmployed by
(Reac employer's name) at all locations — would
you say (Read categories)?

3a.

|
|
|
|
1
|

20No | skiPto
Check

XID DK item T7

3] 100 to 499

4[] 500 to 999

s(J 1000 or more
x10 DK

[(3383] Dves

200No | skipto
Chseck Item

x10DkK] 79 page 56

8346] (] Yes — SKIPto 4a

20 No
x100 DK — SKIP tc
Chsack
item T7

18388] (] Yes — SKIP to 4a

20No
x100 DK —SKiIP to
Check Item
T9, page 56

€. Whylsn't...Included In such aplan?

Mark (X) all that apply.

10 Chose not to belong

8354} ;0 Noonein...'s
type of job c8n
belong

30 ... does not work
enough hours,
waeks, or months
per yesr

«0J... started this job
toocloseto...’s
retirement date

s(J . ..is too young

29] ¢ ... hasnot worked
for this employer
long enough

731 70 Other — Specify

x10 Dk

[8352] (3 Chose not to belong
[8356] 20 Noonein...'s

type of job can
belong

I?E 3] ... does not work
enough hours,
weeks, or months
per year

8364] .([O... sterted this job
toocloseto...'s
retirement date

E s(J...istooyoung

E s(]. . . has not worked

for this employer
long enough

E 7(0 Other — Ipecify

MXIDDK
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|
m Is another employet listed? m 10 Yes — Ask 2a, page

| 53 for next
! employer SKIP to Check Item T9,
) 20 No --SKIP to page 56
] Check
: Item T9,
) page 56
4a. Is...included In more than one retirement ; -

or pension plan on this job? Mj‘ 10 Yes [838¢] 10 ves
I 20 No 20 No
: x10J DK x10 DK
I

. e 2 t pl
b ::larln;(:l.:c:;, retiriment plan a profit M 10 Yes — SKIPto4d  [8388] 0] Yes — SKIP to 4d
I 20 No 20 No
: x10J DK x1J DK
I
J
C. Are the retirementbenefits of . . .'s (basic) .

pension plan determined by years of service m 100 Based 10] Based

and pay, or by the amount of contributions to; on years of on years of

the plen? ] service a service and pay
I
: ased on the

amount

Mark (X) only one. : contributed to
: the plan
I x10J DK

Does (Read employer’s name) i
payments towards . . .'s {

[8398] 1 Yes

4e.

200 No

20 No
x1 DK
Employer 1 Employer 2
10 Yes 8402 ] 10 Yes

20No
x10 DK }SKIP to 4g

f. Howmuchdoes... contribute toward
.. .'s (basic) plan?

404] ($ 00

I
' PER —
B O week
i 20 Biweekly
| 300 Month
| 40 Quarter
! s{J Year
| OR
I
e (][]
]
! Percent of
l' salary
| OR
! 8416' x0 DK

x203J Ref.

8410 I

PER —
10 Week
200 Biweekly
300 Month
40 Quarter
s(J Year

OR
C15.00
Percent of
salary

OR

x100DK
x2(J Ref.

g. Howlong has.. . beenincluded in this
(basic) plan? (Include only the years that
counttoward. .. ‘s retirement benefits.)

{If respondent reports years and months,

round to full years) 10 Less than 1 year

x100 DK

D:] Years

10 Less than 1 year

x1J DK




T
h. if...weretoleave (Read employer's ;
name) now or in the next few month" IBE 1D Yes — SKIPto 4[ E 1 D Yes — SKIP to 4[
zould . .. eventually receive some | 2lJ No 200 No
benefits from this plan upon reaching I x10O DK x1 0O DK
retirement age? ‘n
§
i
i. Isthatbecause...has notbeen
included in the plan enough years? :1&25 10 Yes BT] 10 ves
i 2{JNo 20No
: x« [ nK x10 DK
j. Under this plan, could. . . ‘s retitement  }
J benefiis from tl'uls plan be received in a E 10 Yes E 10 Yes
:ump—sum payment? (Do not lncluge : ! 20 No 20 No
ump-sum payments which are entirely
refunds of . . . s contributions to the ! xbJ oK xDIpK
plan.) |
i
T
k. Does (Read employer's name) offer a
uI“a.r‘v’ nductlo:opl'a(n. s:st;;lmos E 18 Yes ‘8 Yes
cal either 2 401K or plan? | 2L No 2LINo | gyp
Such a plan allows employees to defer ! x1 O DK ( } eck 1L DK ;stem ;_%Check
part of their salary and not have to pay : 4
taxes on the deferred salary until they \
retire. )
:
|. Does...participate in this plan? \CJ Yes
20No
x10 DK
10 Yes — Ask 2a, page
53 for next
employer gg ;f-,%hec'(
20 No — Go to Check
) Item TS
CHECK : - T =
ITEM TS A an businesses entered in l;m 1 OYes — Enter names and business I.D.
question 1a on page 18 or question 1 numbers below
12 a on page 217) ! 2 ONo — SKIP to Check ltem T10
Ask 5 for each business owned. E Name of first business Name of second business
|
[
|
!
': Business 1.0. Number Business 1.D. Number
o [ . -
I gsase]
5. Not counting Social Security, IRA, or KEOGH raeed 8;” ! 8;?
accounts, Is . .. covered by a pension or 2 No 2
retirement plan in (Read name of business)? x1 0ok x1 oK

A

Refer to CC item 24.
Is...40to 64 years of age?

1 0Oves

2 OONo — SKIP to Check Item T12

6a. (Other than the plans we have already

talked about) did . .

. hold a Job in the past

from which . . . eventually expecis to
recelve retirement benefits?

(Exclude Social Security, Railroad Retirement,
and other plans already reported.)

:&2’ 10ves

20No
x1 DK
x2 CIRef.
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b. 1s this pension plan from —
" (Read categories)

Mark (X) all that apply.

| 1+ CJA private employer?

| 2 EIMlllury?

3 OFederal Government (civilian)?
4 [JState or local governments?

s (JA unlon?

¢ (JOther - Specify

—}
[ ¢ K- J
ok h
L J K
SN

C. How many years (altogether) did . . . work
on (that job/those jobs)?

Refer to question 1a, page 53.
At what age does . . . expect to stop
working at a regular job?

Which box is marked in 1a, page 53?

H a476| 1 ONo entry marked in 1a

7. Considering all the retirement plans you have
mentioned, including plans with current or past
smployers and Social Security, how much does . . .
EX E(I¥T u; receive per year from these plans when
« o« rotires

EE

Earlier you sald . . . recelvc
income other than Soclal §

Are codes 30, 31, 32, 33, 34, or
marked on the ISS?

,' 2 " Already stopped”’ SKIP to Check
' marked in 1a Item T12

] 3 [J’'Doesn’t plan to stop’’

" marked in 1a

! « [J""Age’’ givenin 1a

| 5 (J'DK’’ marked in 1a Ask 7

I

T

'IJE ] r year

P to Check Item T13, cage 59

(JRetired from job
2[0Some other reason
x1 JDK

x2 (JRef.

SKIP to Check Item
T13, page 59

|

he retirement

ggpetision from more than 1 source
e of largest retirement income.)

b. What kind of business or industry was . . .'s
employer?

For example: TV and radio manufacturing, retail
st.oe store, State Labor Department, farm.

ASK OR VERIFY —
8c. Wasit mainly —

10 Manutacturing?

| 200 Wholesale trade?

[ 3 Retall trade?

! 4[JSome other kind of business?
!

d. Whatkind of work was . . . dolng on that job?

For example: Electrical engineer, stock clerk,
typist, farmer.

0. What were . ..’s main actlvitles or duties?

For example: Types, keeps account books,
files, sells cars, operates printing press,
finishes concrete.




ASK or VERIFY —

f. Was...anemployes of —

1 JA private company or union?

2 [JFederal Government (exclude Armed Forces)?

3 [Ostate Government?

4 Orocal Government?

s J Armed Forces?

6 JUnpaid in family business or farm? — SKIP
to Check Item T13, page 59

9a. About how many persons were employed oy
that smployer at the location . . . worked?

1 OUnder 25
20251099
3[0100t0 499
450010999

5 [J1,000 or more

x1 ODK } SKIiP tg 9d

b. Did that employer operate in more than
one location?

10Yes

C. About how many persons were employed by

that employer at ALL LOCATIONS?

d. How many HOURS g waek
at that job?

¢. How many did’. . . usually work
at that job? m — Weeks per year
{Include paid va ns and sick leave.) :
| X1 D DK
]
T
f. How many YEARS did . .. work at thatjob? [
oy [ [ ] - voos
I
| x1 OJDK
- = - 1
9g. Inwhat yeardid . .. leave thatjob? :-85—06-'
! 2Jo] | |
! x1 ODK
|

M. When ... left that job, how muchwas. ..
earning (before deductions for taxes or
anything else)?

(if self-employed, show NET business income.)

81

PER —
1 OWeek
2 OMonth
aOYear

OR

x1 DK
x2 CJRef. — SKIP to Check ltem T13
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E

O

i. Inwhat ¥nr did . . . begin receiving this
pension

x1 DK

j. Wastheamount of .. .’s (basic) retirement
benefits based on . . .’s years of service and pay,

| 8518] 1[JBased on years of service and pay
I 2[JBased on the amount contributed to plan
! x1JDK

or on the amount of . . .’s contributions to the
plan?

k. Did . . . take reduced benefits in order to elect a 18518] | Tves
survivor option? 200

i
|
: x1 DK
|
|

l. Has...’s retirement pension ever been increased

for cost-of-living changes? | 20No
|| x1 DK
1
M. Does ...’s pension plan include a cost-of-living lrstz-' 10Yes
adjustment provision? f 20No
| x1(JDK
l
ASK OR VERIFY — +8528] | Oves
N. Is...now covered by a health plan provided 200No
through . . .’s former employer? x1JDK

NOTES
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