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HIGHLIGHTS
1. Workplace retirement plan access in California’s private sector is inadequate—
and declining.

•

Based on data from the three-year period 2008–2010, only 45 percent of private sector
workers age 25–64 in California work for an employer who sponsored a retirement plan—
even less than the US average of 53 percent.

•

Only 37 percent of employed private sector workers in California actually participate in an
employer-sponsored retirement plan.

•

There has been a downward trend in workplace retirement plan coverage in California since
1998–2000, when 50 percent of private sector workers had access.

•

Access is worst among low-wage workers (22 percent in the bottom quartile); employees of
small firms with less than 100 employees (25 percent); and Latinos (32 percent).

2. Over six million working Californians have fallen into the private sector pension
gap.

•

6.3 million private sector workers in California work for an employer that does not sponsor
a retirement plan.

•
•

The median age in this group is 40 years; four out of five work full time.
The median annual earnings of workers who do not have access to a workplace retirement
plan are just under $26,000—half that of workers who do have access.

Nari Rhee is an Associate Academic Specialist at the University of California, Berkeley, Center for Labor
Research and Education.

•

Over two-thirds (68 percent) work for small firms with less than 100 employees; and
almost one-fifth (18 percent) work for very large firms with 1,000 or more employees.

•

A disproportionately large majority (64 percent) of workers without access to a workplace retirement plan are people of color, with Latinos making up the largest single
share (46 percent) of the total.

3. Lacking adequate pension access, California private sector workers face
serious economic hardship in retirement.

•

The typical worker who lacks access to an employer-sponsored retirement plan will
receive only 50 to 60 percent of the amount required to avoid serious economic
hardship in old age from Social Security.

•

An earlier study found that nearly half (47 percent) of California workers—public and
private—are currently on track to retire with incomes below 200 percent of federal
poverty level (i.e., about $22,000 a year), a widely accepted threshold for serious
economic hardship.

•

Each generation is projected to retire poorer than the last: 55 percent of young workers age 25–44 have projected retirement incomes below 200 percent of poverty level,
compared to 39 percent of workers age 45–54 and 33 percent of workers age 55–64.

4. A publicly sponsored retirement savings program can close the pension
gap and help workers build adequate and secure retirement income.
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•

Automatic enrollment (with employee-level opt out) and automatic payroll deduction, combined with portability across jobs, would help millions of workers save
easily and consistently throughout their careers.

•

A large plan in which professionals manage the pooled retirement savings of millions
of workers can be more efficient and less costly compared to currently available IRAs
and 401(k)s, and offer better insurance against investment risk—important factors for
workers with modest incomes.

•

With a large risk pool, the plan can offer attractively priced life annuities compared to
the individual market and thus offer secure monthly income throughout a worker’s
retirement.
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Introduction
A growing majority of Americans are worried about not having enough money for retirement.1
Californians in particular face a serious retirement crisis that affects workers of all ages. Given the
long-term decline in employer-sponsored retirement plans—especially defined-benefit plans—and
comparatively low rates of sponsorship compared to the nation as a whole, most private sector workers in
the state do not have access to this critical means for building retirement income security. This crisis
disproportionately affects workers with modest earnings, small business employees, and workers of color,
particularly Latinos. It threatens a large share of low- and middle-income households with serious
economic hardship in old age. With each generation on track to retire poorer than the last, the resulting
the strain on public services will undermine the long-term fiscal stability of the state.
The purpose of this research brief is to outline the magnitude and character of the retirement plan coverage gap in California’s private sector and to analyze their implications for state policy aimed at improving
retirement income security. This brief updates and expands on the pension coverage data featured in
Meeting California’s Retirement Security Challenge, published in October 2011 by the Labor Center.2 Data
are primarily drawn from an analysis of the Bureau of Labor Statistics’ Current Population Survey (CPS)
March Supplement.3
The first section highlights inadequate access to employer-sponsored retirement plans in California’s
private sector and identifies significant disparities by earnings, firm size, and race. The second section
outlines the size and characteristics of the private sector working population lacking access to a retirement plan on the job. The third section illustrates why low rates of access are a problem for workers and
the state, drawing on recent retirement income estimates for California workers. The fourth section
discusses why a publicly-sponsored, professionally managed retirement plan designed to close the private sector pension gap is particularly suited to bolster retirement savings and address the efficiency, cost,
and risk mitigation challenges inherent in serving a population comprised largely of low- to middle-wage
workers.

1. Workplace retirement plan access in California’s private sector is
inadequate—and declining.
According to data from the U.S. Department of Labor’s Current Population Survey for the three-year
period 2008–2010, private sector workplace retirement plan access is even lower in California than in the
US as a whole (Figure 1, page 4). The following data are for employed private sector workers, concerning
retirement plan coverage through their primary employer. Only 45.1 percent of private sector workers age
25–64 in California work for an employer who sponsors a retirement plan, versus 52.8 percent in the US.
Only 37.4 percent of private sector workers in California participate in an employer-sponsored retirement
plan, compared to 43.5 percent in the US.
Like the US as a whole, California has seen a long-term decline in private sector employer-sponsored
retirement plans since the late 1990s boom and subsequent bust in 2001 (Figure 2, page 4). As of the
three-year period 1998–2000, 50.3 percent of private sector workers in California work for an employer
who offers a retirement plan and 41.0 percent participated in a plan. Current rates of access and participation are 10 percent and 9 percent lower, respectively.
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FIGURE 1
Private Employer-Sponsored Retirement Plan Coverage
(2008–2010)
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Source: Author’s analysis of appended data from CPS March Supplement, 2009–2011. Data are from 2008–2010, and figures are three-year
averages. Universe is private sector wage & salary and self-employed/incorporated workers, age 25–64.

FIGURE 2
Long-Term Decline in Private Employer-Sponsored Retirement Plan Coverage
(California, 1994–2010, 3-year averages)
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Source: Author’s analysis of CPS March Supplement, 1995–2011. Data are from 1994–2010, and figures are rolling three-year averages
calculated from appended data. Universe is private sector wage & salary and self-employed/incorporated workers, age 25–64.
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Not all retirement plans provide the same level of retirement income security. The CPS does not distinguish retirement plan type, but an earlier analysis of the Survey of Income and Program Participation
(SIPP) found that two-thirds of California private sector workers who participated in a workplace retirement plan in 2009 had only a defined-contribution (DC) plan such as a 401(k) individual investment
account, and one-third had a defined-benefit (DB) pension in which the employer guarantees monthly
income in retirement.4 The DB plan share would be even lower if frozen plans—in which workers do not
accrue additional benefits—were excluded.
Several features of DC plans make them less secure than DB pensions. Employer contributions on behalf
of employees in 401(k) type retirement accounts tend to be much lower than in DB plans.5 In 401(k)
plans, workers are generally responsible for voluntarily funding their own accounts, and the plan may or
may not provide matching employer funding. Individuals in DC plans also bear all of the risks associated
with saving enough and realizing sufficient returns in the context of volatile financial markets and uncertain life expectancy. Finally, DC plans like 401(k)s and SIMPLE IRAs often entail high fees that erode the
returns on worker savings, significantly reducing retirement income. The fact that most workplace retirement plan participants are in a DC plan indicates that California private sector workers have even less
retirement income security than overall access and participation statistics indicate.
Figure 3 shows marked disparity in workplace retirement plan access by earnings. Workers in the sample
were ranked by earnings from lowest to highest and then grouped into quartiles, i.e., four equal size
groups. The first quartile represents the bottom 25 percent of earners, while the fourth quartile represents
the top 25 percent, and so forth. Among high-wage workers who make about $70,000 a year or more,
represented in the top (fourth) quartile, 68.5 percent report working for an employer who offered a retirement plan. The high rate of access in this group reflects the fact that firms use enhanced benefits
to attract skilled workers. However, the share plummets sharply in lower earnings groups, to just 22.1
percent of the low-wage workers in the bottom quartile, with earnings of about $24,000 a year or less.

FIGURE 3
Private Workplace Retirement Plan Access by Earnings Quartile
(California, 2008–2010)
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Source: Same as Figure 1.
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Figure 4 illustrates even starker disparity by firm size. A large majority (70.3 percent) of workers in firms
with 1,000 or more employees reported that their employer offered a retirement plan of some kind. This
share declines steadily with firm size, to a minority (37.1 percent) of workers in firms with 50–99 employees, and a miniscule share (15.0 percent) of workers in firms with less than 10 employees. The average rate
of access for workers in all firms with less than 100 employees is 24.8 percent.

FIGURE 4
Private Workplace Retirement Plan Access by Firm Size
(California, 2008–2010)
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Source: Same as Figure 1.

One reason for the stark relationship between firm size and retirement plan access is that the relative cost
of administering a retirement plan is significantly higher for small firms than for large firms. Large firms
have HR departments dedicated to administering employee benefits, and can spread costs across many
participants. They can also negotiate favorable terms with financial service providers. In contrast,
the process of evaluating retirement products, learning the complex regulations governing employersponsored plans, and establishing a plan can be time-consuming and expensive for small business
owners. The problem is that while these dynamics make sense from the perspective of an individual
business, there are significant long-term repercussions to workers, society, and government if workers do
not participate consistently in a workplace retirement plan throughout their working lives.
Retirement plan access in the private workplace is also marked by racial disparity (Figure 5, page 6). The
rate is highest among Whites (53.9 percent), followed by Blacks (52.6 percent) and Asians (49.4 percent).
Latinos have the lowest access to workplace retirement plans (32.0 percent), trailing far behind
other groups. This is most likely due to the fact that they are disproportionately concentrated in
low-wage sectors with low labor standards such as accommodations, food services, building services, and
residential construction.
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FIGURE 5
Private Workplace Retirement Access by Race
(California, 2008–2010)
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Source: Same as Figure 1.

2. Over six million working Californians have fallen into the private
sector pension gap.
Currently, about 6.3 million private sector workers age 25–64 in California do not have access to a workplace retirement plan.6 The vast majority (four out of five, or 5 million) work full time, and 91 percent of
these workers (4.6 million) are confirmed to have worked for one employer during the reference year.7
This population is also comprised mostly by low-wage workers, with middle-wage workers making up a
significant share. The median (50th percentile) annual earnings of workers whose primary employer does
not offer a retirement plan is $25,789—half that of workers whose primary employer does offer a plan
(Figure 6, page 8). Three-quarters of private sector full-time workers who lack access to an employersponsored retirement plan earn less than $46,420 a year (75th percentile).
Two-thirds (68.4 percent) of workers who lack access to an employer-sponsored retirement plan work for
firms with less than 100 employees (Figure 7, page 8). At the same time, a significant share (17.9 percent)
work for very large firms with 1,000 or more employees. The latter group is concentrated in retail, accommodations, and food services—sectors with low labor standards and a significant presence of national
chains. These facts indicate that both a dearth of employer capacity on the part of small businesses and
of employer responsibility on the part of some very large firms contribute to the magnitude of California’s
pension gap.
Finally, people of color are disproportionately represented among California private sector workers age
25–64 without access to an employer-sponsored retirement plan, accounting for 63.9 percent (Figure 8,
page 9). Latinos make up the largest single group at 45.6 percent. In comparison, people of color represent 57.0 percent of the total sample and Latinos represent 36.8 percent. Latinos, with lower incomes,
markedly low access to retirement benefits at work, and less access to Social Security benefits than the
population as a whole, face particularly severe retirement insecurity.8
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FIGURE 6
Private Sector Worker Earnings
and Workplace Retirement Plan Access
(California, 2008–2010)
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FIGURE 7
Firm Size Distribution of Private Sector Workers
Who Lack Access to a Retirement Plan
(California, 2008–2010)
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Source: Author’s analysis of CPS March Supplement, 2009–2011. Universe is private sector wage & salary and self-employed/incorporated
workers, age 25–64, who reported that their primary employer did not offer a retirement plan.
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FIGURE 8
Race Distribution of Private Sector Workers Who
Lack Access to a Retirement Plan
(California, 2008–2010)
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3. With inadequate pension access, California private sector workers
face serious economic hardship in retirement.
What are the implications of inadequate retirement plan access in the private workplace for the future of
California? In order to address this question, this section highlights the important role of workplace retirement plans as a supplement to Social Security and recent retirement income projections.

Social Security is critical, but not sufficient
Most workers, especially low- and middle-income workers, rely heavily on Social Security to provide a
basic layer of retirement income. The program has been enormously successful in keeping most retirees
above the federal poverty level. However, it does not provide sufficient benefits by itself to keep retirees
out of economic hardship in high-cost states like California. A well-accepted alternative threshold of
economic hardship for high-cost regions is 200 percent of the federal poverty level, or $22,340 a year for a
single individual in 2012. A recent study of elder security found that California seniors, on average, require
this level of income to pay for shelter, clothing, food, basic health care, and other essential needs.9
Assuming that Congress does not cut benefits, how much income will Social Security provide to today’s
workers when they retire? The typical worker who lacks access to a workplace retirement plan earns about
$26,000 a year. Assuming that the worker is a single male age 40 with a consistent earnings history, and
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that he waits until the full Social Security retirement age of 67 to claim benefits, his annual Social Security
income will be about $13,300 in today’s dollars.10 This is below 120 percent of the 2012 federal poverty
level of $11,170 for a single individual and is far below the amount required to meet basic expenses like
food, housing, and health care in California.11
But low-income males who have not shared in life expectancy growth face a significant likelihood of
having health issues that make it difficult to work until full retirement age.12 Indeed, the median age for
new Social Security awards in 2010 was 63, significantly shy of the full retirement age of 65.5 years.13
Assuming that the worker continues to work a few more years than today’s average, say until age 65, his
annual Social Security benefits will be reduced to about $11,700 in today’s dollars.14
A typical middle-wage worker age 40 who lacks access to an employer-sponsored plan, earning about
$40,000 a year, will receive approximately $17,600 in annual Social Security benefits at age 67. This is
still short of the near-poverty threshold of $22,340, and just 50 percent of the $36,000 (80 percent of
pre-retirement income) required to maintain his standard of living.
Thus in order to meet basic expenses in old age, much less maintain their pre-retirement standard of
living, workers need to accumulate additional assets. Affluent workers typically have a wide array of assets
by the time they retire.15 But for others, workplace retirement plans serve as the most important assetbuilding vehicle to supplement Social Security.

FIGURE 9
Share of Workers Projected to Retire In or Near Poverty by Age Group
(California, 2009)
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Source: Projections based on SIPP 2008 panel data in Allegretto, Rhee, Saad-Lessler, and Schmitz, 2011, p. 34, Table 2.5. Universe is
California residents age 25–64 who worked in the reference period, had positive earnings, were not unpaid family workers, and were civilian
workers (i.e., not in the Armed Forces).
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Almost half of California workers are projected to retire in or near poverty
Most workers do accumulate assets in addition to Social Security—but not enough. An earlier study
released in 2011 by the Labor Center projected retirement income for current California workers, taking
into account Social Security benefits, traditional pensions, retirement accounts, home equity, and other
assets.16 It found that nearly half (46.7 percent) of workers in the state are on track to have retirement
incomes below 200 percent of the federal poverty level (Figure 9, page 10). Even more disconcerting, the
share of workers projected to retire in or near poverty increases with younger age cohorts, so that each
generation will retire poorer than the last: 54.9 percent of workers age 25–44 are on track retire in or near
poverty, compared to 39.3 percent of workers age 45–54 and 33.0 percent of workers age 55–64. The study
also found that 47.2 percent of workers in the middle 50 percent by income will retire in or near poverty.
These projections include not just private sector workers but also public employees who tend to be older
and more educated, and who see a greater share of their total compensation deferred until retirement,
often through DB pensions. Retirement income prospects would be slightly worse if only the private
sector were counted.

4. A publicly sponsored retirement savings program can close the
pension gap and help workers build adequate and secure retirement income.
Without significant policy intervention to improve the retirement income security of private sector
workers, California will face a serious elder poverty crisis in the coming decades. This will not only put
retirees in serious hardship and increase financial demands on their families, it will also increase the need
for subsidies and publicly-funded services, exerting strain on the state budget. Several proposals have
been advanced at the state and national level to fill the private sector pension gap, ranging from autoIRAs17 and universal 401(k)s18 to publicly-sponsored retirement plans.19 Given unlikely prospects for
significant federal action on this issue in the near future, policymakers and stakeholders are turning to
states like California to provide leadership.
The need for public policy intervention is underscored by the fact that most workers who lack access to
an employer-sponsored plan would not be best served by conventional individual investment accounts
available through the private market. These are not structured to serve a population dominated by lowwage earners and small business employees in a way that is cost-efficient, much less provide a secure
source of retirement income. Furthermore, unlike the high-paid executives for whom such plans were
originally designed, workers with modest incomes are ill-equipped to absorb the significant risks
inherent in conventional 401(k) type plans. These realities support a strong rationale for the creation of a
publicly-sponsored retirement savings program to fill California’s pension gap.
Most experts agree that retirement plans should be oriented at helping workers build adequate and
secure retirement income, as opposed to building a lump sum—a focus that was lost in the transition
from DB pensions to 401(k)s. With this in mind, the remainder of this paper will briefly outline the key
advantages that can be conferred through a publicly-sponsored plan for workers of modest means.
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Low fees and professional management through pooled accounts
A key challenge in designing a retirement savings system for workers who do not have access to an
employer-sponsored plan is the prevalence of low-balance accounts. For instance a worker earning
$26,000 a year, saving 3 percent of income, contributes $780 a year. It would take several years to accumulate a substantial balance at this rate, and only if the worker stays with the same provider.
Administering millions of low-balance individually directed investment accounts is costly and would
translate into high fees paid by workers.
Pooling individuals into one large market and having providers bid to service accounts can exert
downward pressure on fees, to an extent.20 Substantial additional cost savings can be achieved
by pooling funds and having professional staff, rather than individuals, manage investments, thus
eliminating the costs entailed by millions of small transactions.21

Easy saving through automatic enrollment and payroll deduction on the job
Automatic enrollment helps workers take responsibility for preparing for retirement, especially younger
workers who typically delay thinking about it until it is too late to catch up. Even for firms that offer 401(k)
type plans, experts recommend automatic enrollment with a default contribution rate that automatically
escalates during workers’ tenure in order to help them accumulate enough assets.22
At the same time, retirement security should be a shared responsibility and a state sponsored retirement
plan should accept employer contributions on behalf of their workers. In order to offer such a feature,
however, policymakers and stakeholders would need to address regulatory obstacles at the federal
level.23
Payroll deduction provides workers an easy and attractive way to save, as evidenced by a recent Federal
Reserve study on how low- and moderate-income households systematically over-withhold federal
income taxes.24 This behavior runs contrary to financial wisdom—they would be better off if they put the
money into an interest-bearing bank account, rather than giving an interest-free loan to the government.
But workers find it much easier to save when it happens automatically through their payroll and they
never see the sum in their checking account.

Real portability
A publicly-sponsored retirement plan can offer true portability, staying with the worker even after they
change jobs and eliminating the need to roll over funds. While conventional DC accounts are promoted
for their portability, most plans require workers to withdraw account balances below a specified minimum when they leave an employer. This introduces significant risk of “leakage.”25 Currently, only 45 percent of workers who receive a distribution because of job change roll over the entire amount to an IRA or
other qualified retirement account.26 A portable plan that does not require rollovers will reduce leakage
and ultimately increase retirement incomes for workers who would have otherwise spent part or all of
their account balances rather than roll them over to another retirement account.
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Meaningful retirement income security: guarantees and life annuities
Even after diligent saving and investing, workers in conventional DC plans face two major risks: market
risk and longevity risk. The former is the risk of large market swings that adversely affect the value of
retirement assets, particularly near retirement age when workers do not have time to recover. The latter is
the risk of living longer than expected and running out of money, illustrated by the high rate of poverty
among people over the age of 75—particularly among women, who tend to live several years longer on
average than men but have much less assets.27
A publicly-sponsored plan can be designed to mitigate these risks by pooling risks across a large number
of individuals and across time, with better outcomes—compared to commercial accounts—for the kinds
of workers and firms in this market. Plan design and guarantees are too complex to be comprehensively
addressed here, but the following provides key highlights.28
A large publicly-sponsored plan can help retiring workers to convert their assets into a secure lifetime
monthly benefit—a life annuity—provided through the plan itself, or through a private insurer.29 While
research indicates that “most households would be better off annuitizing at least a portion of their assets
at retirement if they were able to annuitize on actuarially fair terms,”30 private market annuities are priced
in a way that is actuarially unfair—that is, those who live to average life expectancy do not receive
their money’s worth in payments—due to adverse selection.31 By pooling longevity risk across a much
broader group of workers and providing a low-cost distribution channel (thereby reducing overall marketing costs), the plan can offer life annuities at significantly more attractive rates than would otherwise
be available.32
In addition, a large pooled fund has the potential to offer a modest level of insurance against market risk
with minimal risk to the insurer. The type and level of insurance possible depends on who provides the
backstop and how the plan is structured. Optimal plan structure generates a steady inflow of funds—
through automatic enrollment and default contribution rates—and pays out benefits over the long term
rather than as lump sum distributions, preferably as a life annuity similar to a traditional pension. This
design allows for a longer investment horizon and smoothing of returns across individuals—and to some
extent across generations, though not to the same extent as a traditional DB pension.
In practical terms, the plan could be designed to resemble a cash balance plan—a hybrid pension that
shares certain attributes with both DB and DC plans—in which workers receive fixed annual interest
credits indexed to long-term Treasury rates. Alternatively, it could be a special type of DC plan in which
workers invest in an annuity that offers a minimum rate of return plus additional interest credits when
investments perform well. The former most likely requires that the state provide the guarantee in order to
be implemented on a large scale, rather than on a voluntary basis by firms willing to take primary responsibility for funding the plan. The latter can be backed by private insurers and administered through a
401(k) or IRA platform, such as the TIAA Traditional Annuity offered by TIAA-CREF.33 Other forms of private insurance might be possible, though any form of private insurance incurs additional costs and introduces the risk of the insurer going out of business.
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Notably, several proposals for publicly-sponsored retirement plans converge along two levels of guaranteed benefits: a minimum nominal interest rate of 3 percent with the possibility for additional earnings
depending on market conditions, or a target or flat guarantee of 2 to 3 percent real, i.e., after inflation, with
some flexibility to adjust rates with market conditions.34 This is because various stress tests indicate that
these modest guarantees pose very little risk to the insurer of having to cover a shortfall.35 One proposal
simply proposes pooling risk among workers without an outside insurer into a fund structured to meet
the target benefit, with flexibility to reduce benefits under extraordinarily adverse market conditions.36

Conclusion
For most people, retirement security is not about living in luxury, nor is it about just surviving; it is about
having adequate resources to enjoy their families and interests after a lifetime of hard work while they are
still in good enough health to do so. This is an integral part of the American Dream which traditional
pensions, combined with Social Security, once made achievable for average working people.
Unfortunately, declining access to employer-sponsored pensions and retirement accounts, inadequate
assets, and a large share of the workforce on track to retire into serious economic hardship are cause for
deep anxiety among workers about their ability to retire with dignity, or even to retire at all. Surveys and
journalistic accounts abound with stories of people hoping they are physically able to “work until I die”
because they have so few assets, and—especially among young workers—because they believe that
Social Security will not be there for them.37
Such a bleak future does not have to come to pass. Social Security can be strengthened to ensure that it
continues to protect American retirees from poverty for generations to come. Meanwhile, states like
California can take leadership in building toward retirement security for all by establishing a publicly
sponsored retirement system for private sector workers who lack access to an employer-sponsored plan.
Given the needs of California workers, such a system should be thoughtfully designed to pool some of the
risks that have been shifted onto vulnerable workers to the great detriment of families. Closing the private
sector pension gap will not only help individual workers take responsibility for their retirement; it will
improve the social and economic future of California.
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Methodology
The author analyzed the Current Population Survey (CPS) March Supplement—also called the Annual
Social and Economic Supplement—using microdata from the 2009, 2010, and 2011 survey years. The
sample was extracted from the Integrated Public Use Microdata Sample (IPUMS) program at the
University of Minnesota. Data from surveys dated 1995 through 2011 were analyzed for the time series in
Figure 2. Three consecutive years of data were appended in order to yield a larger sample for demographic analysis. Cases in each three-year dataset were weighted using the March Supplement weight,
divided by three. Each data point presented in this report represents an average of the total sample over
the three years, rather than a mean of annual averages. This means that years of higher employment,
which also have higher rates of retirement plan access, are weighted somewhat more heavily.
Survey questions were asked in March of the survey year, but most of the employment variables analyzed
(e.g., private sector status, retirement plan coverage, earnings, full-time/part-time status, and firm size)
concern employment during the previous calendar year. The sample is limited to individuals who were 25
to 64 years old at the time of the survey.
Private Sector Status. The CPS March Supplement survey specifies the class of worker in the longest held
job in the previous year. The sample is limited to private sector wage and salary employees and private
sector self-employed workers whose businesses are incorporated. The latter group is comprised mostly
by small business owners. The sample does not include self-employed workers with unincorporated
businesses.
Retirement Plan Coverage. The CPS March Supplement asks two questions on this topic. The first is
whether the employer at the longest held job the previous year offered a pension or retirement plan other
than Social Security to any of their employees. A “yes” answer is defined as having access for the purposes of this report, and serves as a crude proxy for eligibility. In reality, some workers who answered “yes”
(or for whom a “yes” answer was provided by another household member) may not have been eligible for
the plan, while others may have answered “no” because they did not know they were eligible. Those who
answer “yes” to the first question are asked a follow-up question: whether the worker was included in the
plan. Those who answered “yes” to the second question are counted as participating in a retirement plan.
Participation rates are calculated as a percentage of the total working population, in contrast to takeup
rates which are normally calculated as a percentage of the population that has access to a plan. (Note:
IPUMS provides both sets of responses under one variable, but the author re-coded separate variables to
conform to the above format.) Readers should note that the CPS yields slightly lower estimates of retirement plan coverage than employer surveys like the National Compensation Survey, which also have
slightly different universes. However, the CPS is the only survey that allows for detailed demographic
analysis of workers and retirement plan coverage at the state level.
Full-Time/Part-Time Status. Full-time is defined as having worked an average of 35 or more hours per
week for any number of weeks during the previous year.
Earnings. Earnings are the sum of wage and salary, non-farm business, and farm income.
Firm Size. Firm size categories are for workers’ primary employer during the previous year.
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Race. For the purposes of this report, CPS racial categories were re-coded as follows: White (nonHispanic and White, only one race), Black (non-Hispanic and Black/African American, only one race),
Asian Pacific-Islander (non-Hispanic Asian or Pacific Islander, only one race), and Latino (Hispanic, one
or more races). “Other” is a residual category that includes non-Hispanic Native Americans (American
Indians and Alaskan Natives) who reported only one race and non-Hispanics of two or more races.
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