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• This Issue Brief compares changes from 1989 to 1998 in pension participation,
accumulation, and allocation for employed women, versus employed men, ages
18–62.  In addition, it provides an estimate of the gender “pension gap” in defined
contribution accumulations, contrasts this with the gender “earnings gap,” and
provides explanations for these differences.

• Between 1989 and 1998, the percentage of employed women with a pension or
retirement plan  at their current job increased from 43 percent to 45 percent, compared
with a decline from 53 percent to 52 percent for employed men.  For both women and
men, the percentage with defined contribution retirement plans increased dramati-
cally, while the percentage with defined benefit pension plans dropped sharply.

• Between 1989 and 1998, the ratio of women’s to men’s defined contribution plan
accumulations increased from 40 percent to 44 percent, indicating a narrowing of the
gender pension gap.  However, the narrowing was concentrated among the cohort ages
45–53 in 1998.  The gender pension gap increased for women in other age groups.

• Gender differences in defined contribution plan accumulations can be attributed to
differences in earnings and job characteristics.  Between 1989 and 1998, for workers
with defined contribution plans, the ratio of women’s to men’s earnings remained
unchanged at 57 percent.  Employed women with defined contribution plans are more
than twice as likely to earn less than $25,000 per year than employed men with defined
contribution plans, but almost five times less likely to earn more than $100,000 per
year.

• From 1989 to 1998, the percentage of employed men with defined contribution balances
invested mostly in low-risk, low-return assets declined much more than the percentage
of employed women who followed that investment strategy.  Whereas the percentages
of men and women with retirement plans invested mostly in bonds were nearly equal
at 31 percent and 32 percent in 1989, respectively, by 1998, 20 percent of women
(compared with 14 percent of men) had their retirement plans invested mostly in bonds.

• The trend toward defined contribution plans and riskier retirement portfolios has
resulted in significant wealth accumulation over the decade.  In real terms, both men
and women have greater retirement plan wealth, but increases have been larger for
men than for women.  Since there is no evidence that plan provisions vary by gender,
improvements in the gender pension gap will come only with changes in women’s labor
force experience and investment decision-making.
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It has been well
documented
that women
generally have
been at a
disadvantage in

accumulating retirement wealth.1  On average, they
have lower earnings than men and are less likely to have
access to and participate in an employer-provided
pension. There is also evidence that women are more
conservative investors, which implies that they may not
have benefited as much as their male counterparts from
the rise in the stock market over the 1990s.2  However,
increased pension sponsorship by employers and higher
participation rates by women over the last decade, as
well as improvements in the labor market experience of
women, are likely to have tangential positive impacts on
pension accumulations for women.

This Issue Brief examines gender differences in
earnings, pension participation, and retirement wealth
accumulation of the U.S. population of employed indi-
viduals ages 18–62, for the years 1989 and 1998. The
Survey of Consumer Finances (SCF),3  which is con-
ducted every three years by the Federal Reserve,
includes information on a representative sample of the
U.S. population. Although the primary focus of the SCF
is the household unit, demographic, occupational,
earnings, and pension information is available at the
individual level. Since the focus of this report is consider-
ation of differences between men and women, all the
information is analyzed at the individual level.4  When
dollar amounts are provided for both years, the 1989
amounts have been adjusted to constant 1998 dollars.5

Between 1989
and 1998, the
participation
rate of working
women ages
18–62 who took

part in at least one pension or retirement plan6 at their

current employer increased by 2 percentage points (from
43 percent to 45 percent), while men’s participation rate
declined by 1 point (from 53 percent to 52 percent)
(table 1). Although both men and women show increased
participation in defined contribution plans and decreased
participation in defined benefit pensions over the period,
men were still more likely to have a plan of either type.
Only one-third of working women in this age group
reported participating in a defined contribution plan,
compared with 40 percent of men.

On average, 41 percent of American families
were covered by a pension plan in 1998, a rate that has
been gradually improving over time (Copeland and
VanDerhei, 2000). However, employer pension data by
subgroups indicate that individual participation levels
vary dramatically. In 1998, women had lower rates of
employer pension participation across all the age co-
horts. By defining age cohorts in nine-year increments to

Introduction

1  For a sampling of the considerable amount of analysis on this topic, see
Blau, Ferber, and Winkler (1997); Even and McPherson (1990, 1994); Evan
and Turner (1999); Korczyk (1992); Mitchell (1999); and Sunden and Surette
(1998).

2  See Jianakoplos and Bernasek (1998); Bajtelsmit and VanDerhei (1997);
and Hinz and McCarthy (1997).

3  This survey, sponsored by the Federal Reserve Board, is the most compre-
hensive survey on household income and wealth in the United States. The
latest survey data, for the year 1998, were released in January 2000. Survey
respondents are a nationally representative sample of more than 2,000
households, and an additional over-sampling of high-income households is
included. All statistics are weighted to adjust for the over-sampling and for the
multiple imputation procedure that is used to account for missing data. See
Kennickel et al. (2000) for further explanation of this dataset and the sample
weighting procedure.

4  To overcome the downward bias on standard errors that results from
inclusion of two individuals from the same household in the analysis (i.e.,
nonindependent observations), the statistical analysis employs a stratification
technique that adjusts for this problem, which is inherent in survey data. See
Montalto and Sung (1996) for a detailed explanation of this technique.

5  Dollars from 1989 are adjusted by a factor of 1.3285 as suggested in
Kennickell et al. (2000).

6  In this paper, a defined benefit plan refers to a qualified retirement plan
that provides for the payment of definitely determinable benefits over a period
of years (usually for life) after retirement, while a defined contribution plan
refers to a qualified retirement plan that provides for an individual account
for each participant and in which benefits are based solely upon the amount
contributed and the account’s earnings.

Pension
Participation
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Table 1
Pension Participationa of Employed Individuals Ages 18–62, by Age and Gender, From 1989 to 1998

Percentage of Percentage of Percentage of Percentage of
Employed Individuals Employed Individuals With Employed Individuals With Employed Individuals

With Employer Pension Defined Benefit Pension Defined Contribution Plan With IRAb

By Age Cohort Men Women Men Women Men Women Men Women

All 1989 53% 43% 34% 28% 28% 23% 28% 22%
All 1998 52 45 19 16 40 33 25 24
Percentage Increase –2 5 –44 –43 43 43 –11 –9

18–26 in 1998 33 21 9 4 26 18 10 4

18–26 in 1989 16 19 6 9 9 12 7 2
27–35 in 1998 49 45 15 13 41 34 15 18
Percentage Increase 206 137 150 44 356 183 114 800

27–35 in 1989 51 41 29 25 30 25 19 15
36–44 in 1998 55 49 18 16 45 37 25 28
Percentage Increase 8 20 –38 –36 50 48 32 87

36–44 in 1989 63 48 44 30 30 25 27 26
45–53 in 1998 56 53 24 22 38 39 32 29
Percentage Increase –11 10 –45 –27 27 56 19 12

45–53 in 1989 61 51 42 38 35 24 41 28
54–62 in 1998 55 45 22 21 41 30 41 40
Percentage Increase –10 –12 –48 –45 17 25 0 43

54–62 in 1989 56 47 38 33 28 20 49 42

Source:  Authors’  tabulations of the 1989 and 1998 Surveys of Consumer Finances, sample-weighted.
aFor this tabulation, pension participation is defined as participation in at least one retirement plan with the current employer.
bIndividual retirement account.

coincide with the difference in time between the 1989
and 1998 Surveys of Consumer Finances, direct compari-
son of pension participation by gender and age cohort
can be made, both within and across age cohorts.

Participation is lowest among the youngest
workers and tends to increase with age (table 1). For
example, the individuals who were ages 18–26 in 1989
are the same group that is represented by the sample
who were 27–35 years old at the time of the 1998 sample.
As the cohorts have aged, their level of participation nine
years later is generally higher for both men and women.
For example, of the men and women who were 18–26 in
1989 only 16 percent of men and 19 percent of women
had pensions, whereas 49 percent of the men and 45 per-
cent of the women had pensions when they were 27–35
years old. Comparison of cohort pension participation
with that of similarly aged cohorts in the earlier decade
supports the conclusion that women’s participation in
pensions has improved over time, while men’s has
declined (table 1).

The differences between men and women are
most pronounced at the youngest ages. For example,
whereas 33 percent of men ages 18–26 in 1998 had an
employer pension, only 21 percent of women were

covered by one. For the older cohorts, coverage rates
were much closer between genders, as the percentage of
women in these groups with pensions increased over the
decade to a greater extent than that of their male
counterparts. As the cohorts have aged, their levels of
pension participation have generally increased.
It is encouraging to note that, for the younger age
cohorts, employer pensions are increasingly common for
both men and women. Thirty-three percent of men in the
youngest age cohort in 1998 had an employer pension,
compared with only 16 percent of that age group in 1989;
whereas by 1998, that cohort had a 49 percent participa-
tion rate. Women’s participation had similar
improvements, with the 18–26 cohort increasing from
19 percent in 1989 to 45 percent by the time they were
27–35 in 1998.

Reflecting the well-documented shift away from
“traditional” defined benefit plans and toward defined
contribution plans, dramatic decreases are seen in the
percentage of individuals (both male and female) covered
by defined benefit plans over the 1989–1998 period. For
example, 44 percent of all men age 36–44 had a defined
benefit plan in 1989, and by 1998 that portion had fallen
to only 18 percent. The 1989 age 36–44 cohort, who were
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45–53 in 1998, saw their defined benefit coverage decline
to 24 percent over the decade. For women, who were less
likely on average to be covered by a defined benefit
pension in 1989, the decreases were less dramatic, but
nonetheless significant: Defined benefit coverage for the
36–44-year-old female cohort fell from 30 percent in 1989
to 16 percent in 1998.

Corresponding to the decline in defined benefit
coverage, the percentage of individuals with defined
contribution plans increased over the decade for all age
cohorts (table 1). For the younger age groups, men saw a
bigger increase over time than women, but for the age
cohorts that were ages 36 and over in 1989, women’s
defined contribution coverage increased at a faster rate
than men’s, most likely the result of greater labor-force
participation of women as they leave their childbearing
years. The proportion of women ages 36–44 in 1989 with
defined contribution plans increased from 25 percent in
1989 to 37 percent in 1998. Furthermore, 39 percent of
the 45–53 age cohort of women in 1998 had a defined
contribution pension.

Participation in individual retirement accounts
(IRAs) has increased over the time period (table 1) for
women from 22 percent to 24 percent, whereas men’s
IRA participation decreased from 28 percent to 25 per-
cent. On average, IRA participation increases with age,
although the largest increases are attributable to the
youngest cohorts. In 1998, the proportion of each cohort
that had an IRA increased with age from a low of 10 per-
cent of men and 4 percent of women in the 18–26 age
group to a high of 41 percent and 40 percent of men and
women age 54–62, respectively. Increases in IRA cover-
age of women exceed the increases in pension coverage
generally in all age cohorts.

In addition to
improved rates
of pension
participation,
account bal-

ances in defined contribution plans and IRAs increased
from 1989 to 1998 for both men and women (table 2). For
working women ages 18–62, the sample-weighted
average defined contribution balance grew from $16,372
in 1989 to $25,020 in 1998 (in constant 1998 dollars,
adjusted for inflation), and for working men the sample-
weighted mean balance grew from $41,149 to $57,239
over the period. The ratio of women’s to men’s accumu-
lated defined contribution balances—i.e., the gender
pension gap—was 40 percent in 1989 and had improved
to 44 percent (moving closer to a one-to-one ratio) in
1998.

However, the narrowing of the gender pension
gap was primarily accomplished by the cohort who were
ages 45–53 in 1998, for whom the ratio improved from
35 percent to 63 percent. For all other age cohorts, the
gender pension gap actually worsened, with women’s
average accumulated balances being smaller percentages
of men’s for their cohort as compared with the ratio in
the earlier decade. The most extreme example of this
effect is for the cohort that was 27–35 in 1989: At that
time, the gender pension gap was almost nonexistent
(97 percent, or almost one-to-one), but nine years later
women’s accumulated pension balances were only 45 per-
cent of their male counterparts. The most obvious
explanation for this change is women’s interruptions in
labor force participation—and hence pension participa-
tion—during the childbearing years.

Since IRAs are now becoming an important
retirement savings vehicle (Copeland and VanDerhei,
2000), examination of average IRA balances by age and
gender is also informative. Average IRA balances are
almost as large as defined contribution plan balances,
and real growth over the 1989–1998 period is at least as
great. However, women have consistently lower IRA
accumulations and lower rates of real growth. Unlike
increases in defined contribution plan accumulations,
increases in IRAs have been attributed to the increasing
use of these retirement vehicles for holding rollovers
from other retirement plans, particularly 401(k)s.

Pension
Accumulation
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Table 2
Pension Accumulation and the Gender Pension Gap,

by Age Cohorts, From 1989 to 1998

Average
Average Accumulated Accumulated Individual
Defined Contribution Gender Retirement Account Gender

Balance ($1998) Pension Gap Balance ($1998) Pension Gap

Age Cohort Men Women (Women/Men) Men Women (Women/Men)

All 1989 $41,149 $16,372 40% $26,576 $17,053 64%
All 1998 57,239 25,020 44 56,429 26,307 47
Percentage Increase 39% 53% — — — —

18–26 in 1998 $4,532 $2,794 62 $8,009 $17,415 217

18–26 in 1989 $  3,607 $ 4,140 115 $  2,554 $  2,073 81
27–35 in 1998 28,152 11,875 42 22,956 10,260 45
Percentage Increase 680% 187% 799% 395%

27–35 in 1989 $11,912 $11,525 97 $   9,183 $  7,866 86
36–44 in 1998 50,761 23,074 45 33,614 20,874 62
Percentage Increase 326% 100% 266% 165%

36–44 in 1989 $40,349 $14,009 35 $21,897 $12,249 56
45–53 in 1998 72,621 45,412 63 64,826 33,816 52
Percentage Increase 80% 224% 196% 176%

45–53 in 1989 $  65,081 $15,768 24 $  29,226 $25,501 87
54–62 in 1998 123,625 25,557 21 105,482 38,579 37
Percentage Increase 90% 62% 261% 51%

54–62 in 1989 $82,113 $47,362 58 $47,708 $22,025 46

Source:  Authors’  tabulations of the 1989 and 1998 Surveys of Consumer Finances, sample-weighted.

There are
several possible
explanations for
the disparity
between men’s
and women’s

defined contribution accumulations and for the improve-
ment in this ratio over time, as compared with the
earnings ratio between men and women. The next
section considers this question by examining changes
between 1989 and 1998 in labor market experience,
earnings, pension characteristics, and investment
allocation of defined contribution plans and IRAs.7

Gender Differences in Job and
Demographic Characteristics
Examination of the demographics for the overall group of
working adults (table 3) shows little change over the
decade. However, there are larger differences when the
statistics are broken out by gender and by pension
participation. Employment patterns are important to
consider since earnings—as well as pension sponsorship
and characteristics—have been shown to vary across

different occupational and industrial categories. Perhaps
most important as a determinant of pension participa-
tion, women are still much more likely to work part time
(23 percent in 1998, compared with 28 percent in 1989)
and/or part year (15 percent 1998, compared with 16 per-
cent in 1989). In 1998, 7 percent of men worked part
time and 10 percent worked part year.

Historically, women have been employed in
higher concentrations in smaller firms and in lower
paying industries than men.8 Compared with a decade
earlier, the overall percentage of people working at small
firms has stayed relatively stable, although for men the
distribution has shifted slightly toward the very small
firms (fewer than 10 employees). In 1998, 44 percent of
employed individuals age 18–62 worked at firms with
more than 500 employees, compared with 42 percent in

7  Even and McPherson (1990) use a wage simulation to examine the causes of
the wage and pension gaps and find that the pension gap is largely explained
by differences in male and female labor market characteristics (e.g., job
tenure, union membership, firm size). If the women had characteristics more
similar to men, the gap in pensions and wages would be considerably lower.

8  See Korczyk (1992) for a discussion of industrial and occupational
segregations. Blau et al. (1997) provides a historical discussion of earnings
differentials.

Gender
Pension Gap



November 2000  • EBRI Issue Brief 7

Ta
bl

e 
3

S
a
m

p
l
e
-

W
e
i
g
h
t
e
d
 A

v
e
r
a
g
e
 I

n
d
i
v
i
d
u
a
l
 a

n
d
 J

o
b
 C

h
a
r
a
c
t
e
r
i
s
t
i
c
s
, 
b
y
 G

e
n

d
e
r
, 
1

9
8

9
 a

n
d
 1

9
9

8

Em
pl

oy
ed

 A
ge

 1
8–

62
W

ith
 P

en
si

on
W

ith
ou

t P
en

si
on

Al
l

M
en

W
om

en
M

en
W

om
en

M
en

W
om

en

De
m

og
ra

ph
ic

s
19

89
19

98
19

89
19

98
19

89
19

98
19

89
19

98
19

89
19

98
19

89
19

98
19

89
19

98

Av
er

ag
e 

Ag
e 

(y
ea

rs
)

39
.4

44
39

.4
47

39
.4

40
41

.2
41

.8
41

.3
41

.6
37

.4
39

.5
37

.9
38

.7
Ye

ar
s 

of
 E

du
ca

tio
n 

(y
ea

rs
)

13
.2

13
.6

13
.3

13
.6

13
.2

13
.6

13
.7

14
.1

13
.6

14
.1

12
.7

13
.0

12
.9

13
.2

Nu
m

be
r o

f C
hi

ld
re

n
2.

4
2.

2
2.

4
2.

2
2.

4
2.

2
2.

5
2.

2
2.

4
2.

1
2.

3
2.

2
2.

3
2.

2
Fa

m
ily

 In
co

m
e 

($
98

)
$6

6,
18

5
$6

4,
28

5
$7

0,
25

7
$6

9,
20

1
$6

1,
64

0
$5

8,
83

6
$7

6,
75

1
$8

0,
71

2
$6

6,
69

6
$6

6,
92

7
$6

2,
99

8
$5

6,
94

9
$5

7,
82

5
$5

2,
26

0
Fa

m
ily

 N
et

 W
or

th
 ($

98
)

$2
45

,3
42

$2
83

,5
62

$2
64

,6
52

$3
09

,5
39

$2
23

,7
89

$2
54

,7
75

$2
66

,9
51

$3
48

,7
10

$1
99

,0
80

$2
65

,0
52

$2
62

,0
83

$2
67

,8
46

$2
42

,4
38

$2
46

,4
22

(p
er

ce
nt

ag
e)

M
ar

ita
l S

ta
tu

s
M

ar
rie

d
78

%
77

%
83

%
81

%
72

%
72

%
87

%
83

%
69

%
72

%
79

%
79

%
74

%
73

%
Ne

ve
r m

ar
rie

d
9

11
9

10
9

12
6

8
7

11
13

12
11

12
Si

ng
le

, d
iv

or
ce

d,
 o

r w
id

ow
ed

13
12

8
9

19
16

8
9

24
17

8
9

15
15

(y
ea

rs
)

Jo
b Jo

b 
te

nu
re

8.
1

8.
0

9.
2

9.
00

6.
8

6.
9

11
.7

11
.1

8.
9

9.
4

6.
5

6.
9

5.
1

4.
9

(p
er

ce
nt

ag
e)

Fi
rm

 s
ize

fe
w

er
 th

an
 1

0 
em

pl
oy

ee
s

18
%

20
%

19
%

22
%

18
%

18
%

4%
5%

4%
5%

34
%

41
%

29
%

28
%

10
–1

9 
em

pl
oy

ee
s

8
6

6
6

9
6

2
3

3
2

1 1
1 0

1 5
9

20
–9

9 
em

pl
oy

ee
s

16
14

19
15

13
14

14
14

7
9

25
16

18
17

10
0–

49
9 

em
pl

oy
ee

s
15

15
14

14
17

17
17

17
20

19
11

11
14

15
50

0+
 e

m
pl

oy
ee

s
42

44
42

42
42

46
62

61
66

65
19

23
24

30
Pa

rt
 ti

m
e

16
15

6
7

28
23

2
2

11
10

10
12

41
34

Pa
rt

 y
ea

r
13

12
10

10
16

15
8

7
14

14
12

12
17

15
Un

io
n

20
19

24
21

17
16

37
31

30
26

9
10

6
8

Oc
cu

pa
tio

n
pr

of
es

si
on

al
/m

an
ag

er
31

36
32

33
29

38
39

40
36

47
25

26
24

31
sa

le
s/

cl
er

ic
al

30
25

18
16

44
35

15
17

46
36

23
16

41
35

se
rv

ic
e

11
11

7
8

16
15

8
8

9
7

5
8

2 1
2 2

cr
af

ts
13

12
22

20
2

3
23

16
1

3
21

24
2

3
op

er
at

iv
es

13
14

17
20

9
7

15
18

8
7

18
22

10
7

fa
rm

/f
or

es
t

3
2

4
3

1
1

1
1

0
0

8
4

1
1

In
du

st
ry

ag
ric

ul
tu

re
/f

or
es

t
3

2
5

2
2

1
1

1
1

0
9

4
2

1
co

ns
tr

uc
tio

n/
m

in
in

g
8

8
13

13
1

2
10

8
1

1
17

18
2

2
m

an
uf

ac
tu

rin
g

19
18

24
23

14
12

31
27

15
14

16
18

13
11

tr
ad

e
17

15
15

13
18

17
9

10
10

10
23

18
24

23
fin

an
ce

, r
ea

l e
st

at
e,

 b
us

in
es

s 
se

rv
ic

e
13

13
12

14
14

13
10

12
15

13
15

16
13

12
se

rv
ic

e
35

39
25

28
46

50
30

32
48

54
19

24
44

48
pu

bl
ic

 s
ec

to
r

6
6

5
6

6
5

9
10

11
8

1
2

3
3

So
ur

ce
:  

Au
th

or
s’

  t
ab

ul
at

io
ns

 o
f t

he
 1

98
9 

an
d 

19
98

 S
ur

ve
ys

 o
f C

on
su

m
er

 F
in

an
ce

s,
 s

am
pl

e-
w

ei
gh

te
d.



                                        November 2000 • EBRI Issue Brief8

1989; for women, that percentage increased from 42 per-
cent to 46 percent over the period, whereas men’s
employment at large firms remained stable over the
decade.

Nationally, the service sector of the economy has
experienced the greatest growth in employment, posting
a 4 percentage point increase (to 39 percent) of all jobs
between 1989 and 1998, corresponding to declines in
manufacturing and the trades over that time period.
Although women are still heavily concentrated in sales
and clerical positions, the 1990s saw a decline of women
in that sector from 44 percent to 35 percent, and a
significant increase in the professional/managerial
occupational category (from 29 percent to 38 percent)
(table 3). Occupational categories for men changed very
little over the decade, and distribution across industry
categories by gender reflect the general shift toward the
service sector.

Concerning general demographic characteristics,
on average the population of working adults is slightly
older (40.4 years old in 1998, compared with 39.4 years
old in 1989), more educated (13.6 years of education in
1998, compared with 13.2 years in 1989), slightly less
likely to be married (77 percent married in 1998, com-
pared with 78 percent in 1989), and with fewer children
(2.2 children, on average, in 1998, down from 2.4 in
1989). Family income, as measured in 1998 dollars, fell
over the decade by nearly $2,000, on average, but the
decline was greater for women, perhaps due to the
higher percentage of single women in 1998. In contrast
to the decline in income, average family net worth9

increased from $245,342 in 1989 to $283,562 in 1998 (in
constant 1998 dollars) over the decade, a real increase of
15.6 percent. But by gender, the increase in family net
worth was 17.0 percent for men and only 13.8 percent for
women over the 1989–1998 period.

While comparisons over time and by gender

show relatively small changes in net worth over the last
decade, the differences are much more striking when
comparing the characteristics of individuals who have
pensions with those who do not. The demographic
statistics reveal that those with pensions are, on aver-
age, older and more educated and have higher income
than those without. For example, men with pensions in
1998 had average family income of $80,712, compared
with $56,949 for those without pensions. Compared with
1989, men with pensions saw a 5 percent increase in real
family income in 1998, while men and women without
pensions averaged a 9.6 percent real decline.

Pensions appear to be a major contributing
factor to families’ overall net worth. Whereas net worth
for the entire sample increased 15.6 percent in real
terms over the 1989–1998 period, this increase was
entirely in the portfolios of those with pensions; for this
group, real net worth over the period increased 30.6 per-
cent for men and 33.1 percent for women.

As might be expected, job characteristics differ
substantially between these groups as well. Those with
pensions are concentrated in larger firms and in profes-
sional/managerial jobs, whereas those without pensions
are more likely to be in small firms and in the construc-
tion or trade sectors. Those with pensions are much more
likely to belong to unions. A large percentage of women
without pensions are part-time workers, although this
percentage declined from 41 percent in 1989 to
34 percent in 1998.

Gender Differences in Earnings
In its simplest formulation, the gender earnings gap is
the ratio of employed women’s earnings compared with
that of employed men. A more accurate comparison is to
consider the differences in earnings of people in similar
positions, but since women are in lower-level positions on
average, this would understate the true effect on overall
retirement preparedness. Lower earnings imply reduced
ability to contribute to retirement savings, and in an
economy where defined contribution retirement plans

By gender, the increase
in family net worth was

17.0 percent for men
and only 13.8 percent

for women over the
1989–1998 period.

9  Net worth is reported for the household rather than the individual since it
is difficult if not impossible to attribute ownership of household assets and
liabilities to particular members of the household.
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are both dominant and growing, gender differences in
earnings inevitably magnify the gender differences in
retirement income.

The last decade has been a time of improvement
in the overall gender earnings gap (table 4). Between
1989 and 1998, the ratio for employed women ages 18–62
improved from 45 percent to 56 percent. However, the
gender earnings gap for those with defined contribution
plans did not change between 1989 and 1998, remaining
at 57 percent. In fact, when defined contribution partici-
pants are considered by age cohorts, all but one group
actually experienced a widening of the earnings gap over
the decade. For example, employed women ages 27–35
with defined contribution plans in 1989 earned 77 per-
cent of what men earned at that time, whereas in 1998
(when that cohort was 36–44), the women only earned
55 percent of what men earned.

In comparing pension contributions and accumu-
lations between employed men and women, it is
important to keep in mind that women are more concen-
trated in the lowest-income categories, compared with
men. Although the earnings distribution has generally
shifted upward over the decade for both genders
(chart 1), the percentage of women with defined contri-
bution plans who earned less than $25,000 (in constant

1998 dollars) remained stable from 1989 to 1998 at
39 percent (table 5). In contrast, only 13 percent of men
with defined contribution plans earned less than $25,000
in 1998, a decrease from 19 percent in 1989. At the upper
end of the earnings distribution, 17 percent of men with
defined contribution plans earned $75,000 or more in
1998, compared with only 4 percent of women. Over the
1989–1998 period, the shift in the earnings distribution
of individuals with pensions appears to have primarily
favored men, with very little change in distribution
occurring for women.

In light of the stagnant or declining level of
women’s earnings relative to men’s and differences noted
above regarding earnings distributions for those with
defined contribution plans, the improvements in the
gender pension gap over the last decade are encouraging.
Despite lower earnings on average, women’s pension
accumulations appear to be increasing at a proportion-
ately greater rate.

Gender Differences in Pension
Characteristics
In explaining pension accumulations, the most important
characteristics of defined contribution plans are the

Table 4
Change in Average Earnings ($1998) and the Gender Earnings Gap From 1989 to 1998

All Employed
Gender All Employed Gender With a Defined Gender

All Employed Earnings Gap With a Pension Earnings Gap Contribution Plan Earnings Gap

Age Cohort Men Women (Women/Men) Men Women (Women/Men) Men Women (Women/Men)

All
1989 $43,972 $19,929 45% $53,571 $28,810 54% $58,924 $33,511 57%
1998 49,419 27,817 56 58,559 35,664 61 61,685 35,444 57
Percentage increase 12.4% 39.6% 9.3% 23.8% 4.7% 5.8%

18–26
1989 $19,499 $10,486 54 $20,204 $16,863 83 $26,179 $17,407 66
1998 27,480 19,711 72 33,586 24,263 72 35,043 24,744 71
Percentage increase 40.9% 87.9% 66.2% 43.9% 33.9% 42.1%

27–35
1989 $35,255 $20,126 57 $41,842 $28,188 67 $42,924 $32,862 77
1998 40,236 28,443 71 47,438 36,827 78 50,222 33,737 67
Percentage increase 14.1% 41.3% 13.4% 30.6% 17.0% 2.7%

36–44
1989 $52,153 $23,190 44 $58,172 $31,710 55 $61,946 $36,689 59
1998 52,299 26,872 51 59,516 33,292 56 62,573 34,644 55
Percentage increase 0.2% 15.9% 2.3% 4.9% 1.0% –5.5%

45–53
1989 $57,839 $22,310 39 $64,013 $30,255 47 $74,780 $34,575 46
1998 58,602 32,751 56 67,767 40,785 60 71,868 43,199 60
Percentage increase 1.3% 46.8% 5.8% 34.8% –3.9% 24.9%

54–62
1989 $49,900 $18,493 37 $58,596 $26,008 44 $71,719 $35,102 49
1998 59,246 27,859 47 68,784 33,644 49 75,406 30,203 40
Percentage increase 18.7% 50.6% 17.4% 29.4% 5.1% –13.9%

Source:  Authors’ tabulations of the 1989 and 1998 Surveys of Consumer Finances, sample-weighted
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Chart 1
Annual Earnings Distribution of Employed 18–62 Year Olds,

by Gender 1989-1998
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Source: Authors’ tabulations of the 1989 and 1998 Surveys of Consumer Finances, sample-weighted.

contribution
percentages made
by the employee
and the employer
and the number of
years that the
individual has
been in the plan.
In this sample,
neither of these characteristics appears to provide a
strong explanation for changes in the gender pension gap
over the last decade. Both women and men have had a
slight increase in the number of years in their current
defined contribution plan,10  although the average for
women has increased to a larger extent than that for
men, from 5.1 years in 1989 to 6.1 years in 1998 for
women, compared with 6.3 years in 1989 and 6.9 years in
1998 for men (table 6). The years in a pension plan were

Table 5
Earnings Distribution, by Gender and Pension Participation,  1989 and 1998

With Defined
Employed Age 18–62 With Pension Contribution Plan

Percentage Earning All Men Women Men Women Men Women

Less than $25,000
1989 51% 36% 67% 23% 46% 19% 39%
1998 44 31 58 14 39 13 39

$25,000–$49,999
1989 33 38 27 42 42 38 43
1998 36 39 33 46 47 45 47

$50,000–$74,999
1989 10 14 5 20 10 24 14
1998 12 17 7 24 10 24 11

$75,000–$99,999
1989 3 5 1 7 2 9 3
1998 4 6 1 7 2 8 2

$100,000 or More
1989 3 6 .5 8 1 10 2
1998 4 7 1 8 2 9 2

Source:  Authors’  tabulations of the 1989 and 1998 Surveys of Consumer Finances, sample-weighted.

slightly higher for
higher income
groups and for
older individuals.

The most
interesting change
in defined contri-
bution plan
characteristics and

contributions since 1989 is the change in contributions
by both employees and employers. Although the percent-
age of employed individuals who were currently
contributing to their plans increased to 85 percent in
1998 for both men and women (table 6), men contributed

10  Survey respondents are asked to give the number of years that they have
been participating in each of their most important three pensions on the
current job. In this analysis, the years in the pension for each person in the
sample are the highest of the three.
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less of their pay (down from 8.02 per-
cent in 1989 to 7.45 percent in 1998)
while women increased their percent-
age contribution from 6.63 percent to
7.16 percent over the period. At the
same time, the average employer
contribution (or “match”) fell from
6.13 percent to 5.67 percent for men
and from 7.75 percent to 5.52 percent
for women over the 1989–1998 period.
The net result is that in 1998, men and
women’s pension contribution characteristics do not
show any substantial disparity, on average.

Analysis of contribution rates by age, marital
status, and earnings shows only small differences as
well. In general, the percentage of individuals contribut-
ing to their plans increases slightly with age and
earnings both for men and women. The employee contri-
bution rate does not appear to be related to income, but
does increase with age. Employer contribution rates do
not vary substantially across age or income groups.

Gender Differences in Investment
Allocation
The trend toward self-directed investment of retirement
accounts can be clearly seen in this survey data. In 1989,
the SCF respondents were not asked whether they were
allowed investment choice, since this was fairly rare at
that time. However, by 1998, 81 percent of the men and
73 percent of the women reported that they were allowed
investment choice within their defined contribution
retirement plan (table 7). Across different demographic
characteristics, investment choice does not seem to be
directly related to either age or earnings.

Survey participants in the SCF
were asked whether their retirement
accounts were invested mostly in
stocks, mostly in bonds, or in a
combination.11  Responses to this
question led to the conclusion that a
significant shift in investment
allocation occurred between 1989 and
1998. While more than 30 percent of
both men and women had their
defined contribution assets invested

mostly in bonds in 1989, by 1998 that had declined to
14 percent for men and 20 percent for women. Since
there has been little change in the percentage who
indicate a mixed portfolio, most of the increase in
allocation choice has been in the “mostly stocks” cat-
egory, where men increased their allocations from
26 percent to 44 percent over the decade, while women
increased their allocations from 24 percent to 41 percent.

Examination of investment choice by demo-
graphic category shows that bond investors are
concentrated in the lower-earning categories. In 1998,
20 percent of men and 22 percent of women earning less
than $25,000 invested mostly in bonds, compared with
only 7 percent of men and 6 percent of women earning
over $100,000 (table 7). The percentage of men and
women indicating a “mostly stocks” strategy decreases
slightly with age, and increases with income. This shift
in investment allocation can be attributed to better
investment education, as well as the highly publicized
stock market increases over the decade.

How do pension
participation,
accumulations,
and allocations
differ between
employed men

and women, and what changes have occurred in these
differences over the period from 1989 to 1998? Employed
women are still less likely to have a pension or retire-

Employed women are
still less likely to have a
pension or retirement

plan than men, but this
difference narrowed
somewhat over the
decade. Employed

women have accumu-
lated less in defined

contribution plans, on
average, than men,
but this gap has also
narrowed slightly.

11  For purposes of reporting this information on table 7, respondents’
portfolios were categorized as “mostly stock” or “mostly bonds” only if all their
plans had the same investment allocation; otherwise they were categorized as
“combination.” Although this categorization is not optimal for detailed
consideration of asset allocation, a recent study by Waggle and Englis (2000)
finds that individuals tend to put their entire IRA investment into a single
asset category.

Conclusions
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ment plan than employed men, but this
difference narrowed somewhat over the decade. Em-
ployed women have accumulated less in defined
contribution plans, on average, than men, but this gap
has also narrowed slightly. Employed women with
defined contribution plans are more likely to invest in
low-risk, low-return assets than men, and this difference
increased measurably over the 1989–1998 period.

Participation in a retirement plan is an essential
first step in insuring adequate financial resources for
retirement. The percentage of employed women ages
18–62 participating in any pension or retirement plans
at their current job increased from 43 percent in 1989 to
45 percent in 1998, but still remained below the 52 per-
cent participation rate in 1998 for employed men in the
same age group. One of the most dramatic changes in
pension participation over the period was the change in
the type of retirement plan in which workers partici-
pated. The percentage of employed women participating
in defined benefit pensions fell from 28 percent to
16 percent from 1989 to 1998, while the percentage
participating in defined contribution plans increased
from 23 percent to 33 percent over the same period. The
percentage of employed men participating in each type of
pension showed changes in similar directions, but
participation levels for men in 1998 remained higher
than those of women—both defined benefit (19 percent)
and defined contribution (40 percent) plans.

Evaluating gender differences in accumulated
defined contribution balances is essential, given the
increased prominence of defined contribution plans over
the 1989–1998 period. On average, employed women
participating in defined contribution plans in 1998 had
accumulated $25,020, compared with $16,372 in 1989
(measured in constant 1998 dollars). This is a 53 percent
increase in real terms. Over the same period, average
balances in defined contribution plans held by employed
men increased from $41,149 to $57,239, a 39 percent
increase. As a consequence of the larger increase in
defined contribution balances held by women compared
with men, the ratio of women’s average accumulated

balances to men’s average accumu-
lated balances rose from 40 percent to
44 percent—a narrowing of the gender pension gap.
Nevertheless, the ratio indicates that, on average,
women with defined contribution plans have accumu-
lated only $0.44 for every $1.00 accumulated by men
with defined contribution plans.

Lower average accumulations in defined contri-
bution balances for employed women versus employed
men could be related to differences in earnings and/or to
differences in investment decisions, among other factors.
The gender earnings gap—the ratio of women’s earnings
to men’s earnings—for employed men and women
participating in defined contribution plans held steady at
57 percent from 1989 to 1998. Thus, the gender pension
gap narrowed despite the lack of change in the gender
earnings gap. Both women and men made more aggres-
sive investment allocation decisions in 1998 than in
1989. The percentage of women with defined contribu-
tion plans invested mostly in stocks increased from
24 percent in 1989 to 41 percent in 1998. Similarly, the
percentage of men with defined contribution plans
invested mostly in stocks increased from 26 percent in
1989 to 44 percent in 1998. Nevertheless, by 1998, a
larger percentage of women than men with defined
contribution plans had invested mostly in bonds, a less
risky (and typically less rewarding) investment alloca-
tion (20 percent versus 14 percent).

The period from 1989 to 1998 can be considered
a decade of progress: women’s pension participation rate
moved closer to men’s; the gap between women’s and
men’s average balances in defined contribution plans
narrowed, despite the lack of improvement in the gap
between women’s and men’s average earnings; and
women with defined contribution plans moved to more
aggressive allocations, although they still hold more low-
risk assets than men, on average. Since there is no
evidence that pension plan provisions vary by gender,
further improvements in closing the gender pension gap
will come only with changes in women’s labor force
experience and investment decision-making.

Further improvements
in closing the gender

pension gap will come
only with changes in
women’s labor force

experience and invest-
ment decision-making.
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