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This report examines the adequacy of per+
sion benefits provided by the Church Pension
Fund. It first compares pension benefits and
total income received by retired Episcopa
clergy and their surviving spouses with those
received by the general population of older
Americans. It then considers how much income
adults need to live comfortably in retirement,
and computes the share of church pension re-
cipients whose incomes fall short.

The analysis focuses on retirement out-
comes for those with 30 or more years of cred-
ited service (although it also considers pension
benefits received by clergy with as few as 10
years of service). The Church Pension Fund is
committed to ensuring a comfortable retirement
for those who spent most of their working lives
serving the church. Since the church did not
begin ordaining women until 1974, dl of the
long-serving clergy who have already retired are
men.

The report aso devotes specia attention to
the surviving spouses of retired clergy with at
least 30 years of credited service. Many of these
women served the church alongside their hus-
bands, while receiving no pay themselves. Al-
though the Episcopa Church provides more

* Richard W. Johnson, Ph.D., is a Senior Research
Associate at the Urban Institute, where he studies
health and income security at older ages. The opin-
ions expressed here are those of the author and do
not necessarily reflect the views of the Church Pen-
sion Fund or of the Urban Institute, its board, or its
SpoNsors.

generous survivor benefits than most other em-
ployers, many widows receive only limited pen
son income because their husbands retired
many years ago when clergy pay was relatively
low.

Comparing Pensions For Retired Episco-
pal Clergy and Other Americans

Like retired Episcopa clergy, many older
Americans receive retirement income from past
employers. In 1998, 63 percent of adults aged
65 and older with at least some past work ex-
perience received employer-sponsored pension
benefits (see exhibit 1). (The box on p. 4 de-
scribes the data sources used in this report.)
However, aimost four in ten older Americans
who worked for pay earlier in their lives do not
receive any pension income from their past em-
ployers. Pension receipt is even less common
among women, those who did not attend college,
and those aged 80 and older. But pension bene-
fits are the norm among well-educated men, a
group that includes today’s retired Episcopal
clergy. More than four out of five men aged 65
and older with college degrees received pension
incomein 1998.

The share of workers with pension cover-
age has remained steady over the past 20 years.
Among all age groups combined, about 45 per-
cent of workers participate in employer-spon-
sored pension plans on the current job (Copeland
2002). This figure fals short of the share of
older adults with pension income because some
retirees had pension coverage for only part of
their working lives.
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EXHIBIT 1: Share of Americans Aged 65 and Older with Pension Income, 1998,
Among Those with Work Experience
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The type of coverage, however, has
changed dramaticaly during the 1990s. In the
past, most covered workers had traditional de-
fined benefit pension plans — the type offered to
Episcopal clergy. These plans guarantee work-
ers set retirement benefits, depending on their
years of service and earnings. Today, by con-
trast, most covered workers participate in de-
fined contribution plans, which provide tax-de-
ferred savings accounts, such as 401(k)s. Both
the employer and employee typically contribute
to these accounts, and employees are often free
to choose how to invest their money. Partici-
pants can then use their account balances to fund
their retirement.

Although 401(k) balances can be quite sub-
gantial, they depend in part on uncertain in-
vestment returns.  When the stock market de-
clines, asit has over the past few years, workers
can lose a sizable portion of their retirement sav-
ings. Workers who do not adequately diversify
their pension assets can be hit especidly hard, as
became apparent after the Enron and WorldCom
bankruptcies. By contrast, the traditiona pen-
sion plan that the Episcopal clergy receives pro-
tects participants from investment risk. How-
ever, fewer and fewer employers are offering
these types of plans. In 1998, just 36 percent of
workers with pension coverage secured primary

coverage through defined benefit plans, down
from 69 percent a decade earlier (Copeland
2002). The pension benefits offered to Episco-
pal clergy, then, are more secure than those re-
ceived by many other workers

Regardess of plan type, many older
Americans with pension benefits receive only a
modest amount of pension income (see exhibit
2). For example, half of aged pension recipients
receive less than $8,405 (denoted as the fifth
decile in exhibit 2) in annual pension income in
2002, and 30 percent of recipients receive less
than $4,741 (the third decile).

Compared to benefits received by aged
pensioners overal, the retirement benefits of -
fered to Episcopal clergy are quite generous, at
least for those who devoted a substantial amount
of time to the service of the church. The average
annua pension benefit in 2002 for retired clergy
aged 65 and older with at least 10 years of cred-
ited service is $18,674, more than twice as high
as the average benefit received by all aged
Americans with pension income. Put another
way, the average pension received by an Epis-
copa cleric with 10 or more years of credited
service exceeds the pension received by more
than 70 percent of aged pensionersin the genera
population.
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EXHIBIT 2: Deciles of Pension Income for Adults Aged 65+ with Pensions, and Average Pension
Income for Retired Episcopal Cleray with 10+ and 30+ Years of Credited Service, 2002
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Source: Author's calculations from the March 2001 Current Population Survey (CPS) and CPF administrative data.

Note: The analysis inflates CPS income data by the change in Consumer Price Index to express CPS pension amounts in 2002 dollars. Pension income for clergy

excludes any non-CPF income. Average income is the mean amount between the 45th and 55th percentiles of the distribution.

Pensions are especialy high for those who
served the church for 30 or more years. Their
average annua benefit in 2002 is amost
$28,000, exceeding the pensions received by
more than nine out of ten older Americans with
pension income.

Comparing clergy pensions to those re-
ceived by all older Americans may be somewhat

misleading, because the clergy are better edu-
cated than many older adults. Men who com-
pleted at least four years of college, asthe clergy
have, may be a more appropriate comparison
group. Pension income is much higher for this

EXHIBIT 3: Deciles of Pension Income for Men Aged 65+ with Pensions who Completed 4+ Years of College;
Average Pension Income for Retired Episopal Clergy with 10+ and 30+ Years of Service, 2002
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Source: Author's calculations from the March 2001 Current Population Survey (CPS) and CPF administrative data.
Note: The analysis inflates CPS income data by the change in Consumer Price Index to express CPS pension amounts in 2002 dollars. Pension income for
clergy excludes any non-CPF income. Average income is the mean amount between the 45th and 55th percentiles of the distribution.
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group than for the genera population. 1n 2002, well-educated men.
haf of college-educated men with pension in-

come receive annual benefits in excess of Comparing Retirement Income For Re-
$18,760, dightly more than the average pension tired Episcopal Clergy, Their Surviving
income received by retired Episcopal clergy Spouses, and Other Americans
with 10 or more years of credited service (see
exhibit 3). The adequacy of pension income, and its
_ capacity to enable recipients to achieve a mid-
‘However, clergy with at least 30 years of de-class lifestyle, depends on how much other
credited service receive pensions that on average income retirees receive. In addition to pension
are about 50 percent larger than those received benefits, most older Americans receive income
by the typical college-educated man with pen- from Socid Security and their own savings.
sion benefits. The average pension for these Some choose to work, especialy a part-time
long-serving priests exceeds pension income jobs, and continue to receive earnings after they
received by more than 60 percent of retired men leave their career jobs. And those who are mar-
with college degrees. The pension benefits pro- ried, as most are, pool income with their
vided by the Episcopal Church still appear to be spouses, who may receive their own pension and
quite generous, & least for clergy who devoted Social Security benefits and earnings. To assess
most of their working lives to the church, even whether retirees have enough resources to live
when compared to benefits received by other comfortably, estimates of total family income

Sour ces of Data

The analysis described in this report uses data from a number of different sources. Administrative data from
the Church Pension Fund form the basis of estimates of pension income for the retired clergy and their surviving
Spouses.

Estimates of pension coverage in the general population come from the Health and Retirement Study (HRS),
a nationally representative survey of more than 22,000 Americans aged 51 and older in 1998. Conducted by the
University of Michigan for the National Institute on Aging, the study paints an emerging portrait of an aging
America's physical and mental health, insurance coverage, financial status, family support systems, labor market
status, and retirement planning.

The report uses data from the March 2001 Current Population Survey (CPS) to examine income for older
Americans. The CPS is a monthly survey of about 50,000 households conducted by the Bureau of the Census for
the Bureau of Labor Stetistics. It is the primary source of information on the labor force characteristics of the U.S.
population. It also collects detailed data on income, and includes reports from about 4,700 adults aged 65 and
older.

The Consumer Expenditure Survey is the preeminent source of household expenditure data in the country.
Every year it surveys about 7,500 households across the country, collecting detailed information on how much
households spend on a wide variety of goods and services. We used information from the 1999 survey, the most
current data available when we conducted our study, to estimate middle-class consumption needs.

Estimates of replacement rates for pension and Social Security benefits, described in exhibit 5, use data from
the 1991 New Beneficiary Survey. The Social Security Administration interviewed a sample of more than 6,000
retirees in 1982 who recently began receiving Social Security benefits. It then re-interviewed them ten years later,
in 1992. Because survey participants permitted researchers to link their responses to their Social Security earnings
records, this survey is one of the very few that allows analysts to conpare pre-retirement earnings levels to retire-
ment benefits.

Pension benefits for the retired clergy and their surviving spouses refer to income received in 2002. The data
from the national surveys, however, are afew yearsolder. To make the data comparable, we express all dollar
amountsin constant 2002 dollars by inflating amounts from earlier years by the change in the Consumer Price In-
dex.

The Adequacy of Retirement Income p.4




are essential.

While national household surveys collect
detailed information about all types of income
for nationally representative samples of Ameri-
cans, data limitations preclude precise estimates
of total family income for Episcopa clergy.
Administrative records at the Church Pension
Fund provide accurate information about the
level of pension income clergy receive from the
church, but the records do not indicate how
much income, if any, they receive from other
sources. And the national surveys do not in-
clude enough Episcopa clergy to generate reli-
able estimates.

The analysis relies on our best guess about
other types of income received by retired clergy.
Socia Security benefits depend on lifetime earn-
ings, the age at which the recipient starts collect-
ing benefits, and year of birth, as determined by
a complex set of rules and regulations. Using
church pension benefits (which are tied to final
earnings) and plausible assumptions about earn-
ings growth, we can smulate lifetime earnings
and hence annual Social Security income with
reasonable accuracy. The analysis uses a stan-
dard dtatistical technique to estimate other types

of income (including earnings, income from as-
sets — such as interest and dividends — and
spousal earnings and pension benefits), by ran-
domly assigning to each cleric income received
by smilar men in a national survey. This tech-
nique generates reliable estimates of average
income, athough the amount assigned to any
given clergy member will not necessarily equal
the amount of income they actually received.

For al adults aged 65 and older with pen
sion income, average family income in 2002 is
$32,488 (see exhibit 4). About 34 percent of
income comes from employer-sponsored pen
sions, another 46 percent comes from Socia Se-
curity benefits (including those received by the
spouse), and the remaining 20 percent comes
from other sources, including earnings, income
from assets, and spousal pensions and earnings.
Family income increases with education and is
higher for men than for women, primarily be-
cause more women than men are widowed (and
thus cannot draw upon spousal income).

Compared to other men with similar levels
of education, Episcopal clergy who spent most
of their working lives with the church do rea-
sonably well in retirement. On average, those

$70,000

EXHIBIT 4: Average Family Income for Adults Aged 65+ with Pensions and for Retired Episcopal
Clergy with 10+ and 30+ Years of Credited Service, 2002
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Source: Author's calculations from the March 2001 Current Population Survey (CPS) and CPF administrative data.

Note: The analysis inflates CPS income data by the change in the Consumer Price Index to express CPS amounts in 2002 dollars. Pension income for clergy
excludes any non-CPF income. Average income is the mean amount between the 45th and 55th percentiles of the distribution.
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EXHIBIT 5: Median Share of Pre-Retirement Earnings Replaced by Pension and Social Security
Benefits at Ages 70 to 79, for all Americans with Pensions and Retired Episcopal Clergy

with 10+ Years of Service, 2000
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Source: Author's calculations from the New Beneficiary Survey and CPF administrative data.
Note: Replacements rates are defined here as the ratio of pension and Social Security income to mean earnings received during the highest five years on
the longest job. Past earnings are expressed in 2000 dollars by adjusting by changes in the Consumer Price Index.
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with 30 or more years of credited service receive
amost as much income in retirement ($57,713
in 2002) as all older college-educated men with
pensions taken together ($58,028). Because of
the generosity of the church’s retirement plan,
pensions make up a larger share of average re-
tirement income for the clergy (about 50 per-
cent) than for al men with college degreesin the
genera population (40 percent).

Those who spent fewer years serving the
church do less well, however, because they re-
ceive less pension income from the church. Av-
erage income in retirement for al Episcopa
clergy with 10 or more years of service is about
$10,000 lower than the average for those with 30
or more years and for all older college-educated
men with pension income in the country (see
exhibit 4).

It is important to note that these estimates
may understate income for retired clergy, espe-
cidly those who spent relatively few years with
the church, because they exclude any pension
benefits from other jobs. Retirees who held
multiple jobs over their working lives sometimes
earn pensions from more than one employer.

Clergy with 30 or more years of service could
not have worked outside of the church for many
years. As a result, they cannot receive much
non-church pension income, since benefits are
tied to years of service. Other sources of pen
sions could be more important for clergy who
spent less time with the church and more time
with other employers. Thus, actual retirement
income for clergy with fewer than 30 years of
service (and especialy fewer than 20 years) may
exceed our estimates.”

Another way of considering the generosity
of penson and Socid Security benefits is to
measure them as a share of pre-retirement earn-
ings. The higher the replacement rate, as it is
known, the higher the likelihood that retirees can
maintain the standard of living they enjoyed
while working.

We estimate that pensions and Social Secu-
rity benefits replace 84 percent of pre-retirement
earnings for the typical retired Episcopa cleric
with at least 10 years of credited service (see
exhibit 5). Pensions replace 49 percent of earn
ings, on average, while Social Security replaces
another 35 percent. The average replacement
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$30,000

EXHIBIT 6: Average Family Income for All Widows Aged 65+ and for Widows of Retired Episcopal
Clergy with 10+ and 30+ Years of Credited Service, 2002
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Social Security
O Pension

$27,472
$24,694
$25,000 4
$20,000 $19,705
$15,000 4
$12,424
$10,000 4
$5,000 4
$0 T T
All widows Widows with Pensions Clergy Widows, 10+ Years Clergy Widows, 30+ Yrs

Source: Author's calculations from the March 2001 Current Population Survey (CPS) and CPF administrative data.

Note: The analysis inflates CPS income data by the change in the Consumer Price Index to express CPS amounts in 2002 dollars. Pension income for clergy
widows excludes any non-CPF income. Average income is the mean amount between the 45th and 55th percentiles of the distribution.

rate for clergy exceeds the average overal rate
for older Americans with pensions, for whom
pension and Socia Security benefits combined
typicaly account for just less than haf of pre-
retirement earnings. The clergy enjoy high re-
placement rates because most receive generous
pensions and, more importantly, earn relatively
low salaries while working.

Surviving spouses of the clergy may merit
specid attention, because many older widows
face serious economic hardship. In the general
population, older widows have higher poverty
rates than just about any other demographic
group, in part because they lose much of their
retirement income when their husband dies®
For example, Social Security benefits drop by
one-third for most women who become wid-
owed. Some aso lose their husband's em
ployer-sponsored pension benefits when he dies,
unless he opted to receive his benefits as a joint
and survivor annuity, which continues to make
payments to the surviving widow after his death.
In 2000, the overdl poverty rate for widows was
16.5 percent (Social Security Administration
2002). By contrast, only 4.4 percent of married
women were living in poverty.

In 2002, average income for al widowed
women in the country aged 65 and older is
$12,424, consisting admost entirely of Socia
Security benefits (see exhibit 6). Few widows
receive pension benefits or income from other
sources. The situation is better for widows for-
tunate enough to have pension income, like
those who had been married to Episcopal clergy.
Average 2002 income in the genera population
for these women is $19,705, amost 40 percent
of which comes from pension benefits.

The Episcopa Church provides dl eligible
surviving spouses with pension benefits. Unlike
most plans, the pension fund does not require
clergy to accept less pension income while alive
to guarantee benefits to their spouses if they
should outlive them. As a result, the clergy’s
surviving spouses fare better than older widows
overal, and even better than typica widows
with pension income. In 2002, average pension
income for surviving spouses of clergy with at
least 10 years of credited service amounts to
about $12,600, while average tota income
reaches about $24,700. Widows of clergy who
served the church for at least 30 years fare even
better, with average incomes of about $27,500.
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The good news, then, is that the surviving
spouses of the Episcopal clergy receive much
more income than widows overall. But the bad
news is that, on average, they only receive about
half as much income as retired clergy.

Consumption Needsfor Middle-Class
Americans at Older Ages

In addition to comparing average income
received by retired Episcopa clergy and their
surviving spouses to the average amount re-
ceived by other retired adults, we can assess the
adequacy of church-sponsored pensions by con-
sidering whether they enable recipientsto lead a
middle-class lifestyle. Objective estimates of
how much a middle-class lifestyle costs older
Americans are not available. Instead, the analy-
ss defines middle-class consumption needs as
average spending by older American house-
holds.

Estimates of average spending are based on
detailed consumption data collected by a gov-
ernment survey of households from around the
country. (The survey is described in the box on
p. 4). The analysis restricts estimates to house-
holds headed by those aged 65 and older with at
least four years of college education. We con-
sider married couples and single adults sepa-
rately, because couples together consume more
goods and services than a single individud liv-
ing aone. It is important to bear in mind, of
course, that these estimates reflect average con-
sumption needs, and do not capture specid cir-
cumstances that can raise (or lower) consump-
tion needs for certain individuals.

Housing, food, hedlth care, and transporta-
tion combined account for about four-fifths of
total spending by older Americans (see exhibit
7). Out-of-pocket medical expenses for the re-
tired clergy are somewhat lower than the na-
tional average for the elderly population, be-
cause many retired clergy continue to receive
health insurance from the Church Pension Fund.
By contrast, only about one-third of retirees in
the genera population receive retiree hedth
benefits from their former employers (Murray
and Eppig 2002). Nonetheless, we estimate that
hedlth care costs account for 14 percent of the

EXHIBIT 7: Components of Consumption, for Households Headed by Adults

Aged 65+ with Four or More Years of College, 1999

Other
15%

Apparel
&%
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39%

Transportation
11%

Health Care*
14%
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17%

Source: Author's calculations from the 1999 Consumer Expenditure Survey.
Note: Health Care costs are based on average medical expenses of church pension recipients who
do not receive assistance with Medicare Part B premiums, as computed by Hewitt Associates.

clergy’s total consumption needs, based on cal-
culations of their average medical expenses by
Hewitt Associates, a benefits consulting firm
that advises the Church Pension Fund.

Housing is the largest component of spend-
ing for older Americans. It consumes amost 4
out of every 10 dollars spent by older American
households headed by college graduates, even
though many own their homes and have paid off
their mortgages (see exhibit 8). For example, 89
percent of American households headed by an
adult aged 65 to 74 own their homes, and only
one-third of them hold mortgages. By contrast,
89 percent of homeowners aged 25 to 39 hold
mortgages.

Rates of homeownership may be lower for
the retired clergy than for the general older
population, because many of the retired clergy
lived in church-provided housing before they
retired and never had an opportunity to purchase
a home. However, homeownership is less im-
portant to retirement security than many assume.
The costs of homeownership — which include
property taxes, maintenance, insurance, utilities,
and furnishings, in addition to any mortgage
payments — are nearly as high as rental costs, on
average. While growth in housing equity is a
common way of accumulating wealth, other tax-
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By Age of Householder, 1999
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EXHIBIT 8: Share of College-Educated Households Owning Homes and Holding Mortgages,
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advantaged savings vehicles are available. And
few older adults actually sell their homes to fi-
nance retirement spending (Venti and Wise
2001).

Comparing Consumption Needsto In-
come for Church Pension Recipients

For retired Episcopa clergy who spent
most of their working lives serving the church
and their surviving spouses, average 2002 in-
come exceeds our estimates of the amount
needed for amiddle-class lifestyle. We estimate
that a married member of the clergy today needs
about $32,900 to live comfortably in retirement
with his spouse, while average income for mar-
ried retired clergy aged 65 and older with at least
30 years of credited service exceeds $60,000
(see exhibit 9)." Even when we exclude from
our estimates income derived from non-pension,
non-Social Security sources, which is quite
speculative, we find that average income for
married retired clergy substantialy exceeds
typical consumption needs.

The typicd retired cleric who is not married
also appears able to live comfortably in retire-

ment. According to our estimates, in 2002 aver-
age income for single retired clergy aged 65 and
older with 30 years or more of credited service
totals $43,100, far exceeding consumption needs
of $21,000. Average income is significantly
lower for surviving spouses ($27,500), but till
higher than consumption needs.

Although retirement income on average ap-
pears adequate for Episcopa clergy and their
surviving spouses, a small number of church
pension recipients with below-average incomes
do not appear able to afford a comfortable re-
tirement. We estimate that 3.9 percent of retired
clergy aged 65 and older with at least 30 years
of credited service (or 86 individuals) have in-
adequate income in 2002 (see exhibit 10). Al-
most al of them are married. The situation is
worse among the surviving spouses of clergy
who served the church for at least 30 years.
Among these women aged 65 and older, 11.6
percent have incomes in 2002 that fall below the
amount needed to sustain amiddle-class lifestyle
in retirement.

The problem of insufficient income among
the long-serving retired clergy is concentrated at
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EXHIBIT 9: Average Consumption Needs and Income by Marital Status, 2002

(Ages 65+ with College Education)

Married Couples Single Adults

Components of Consumption Needs

Housing $11,981 $9,456
Food 5,928 3,359
Health Care 4,680 2,340
Transportation 3,931 2,530
Apparel 1,223 835
Other 5,168 2,470
Total $32,911 $20,990

Married Retired Clerqy

Single Retired Cleray Surviving Spouses

Average Family Income
(30+ Years of Service)

Church Pension $31,246
Socia Security 20,316
Subtotal $51,562
Other Income 8,812
Total $60,374

$27,919 $15,113
12,839 10,940
$40,758 $26,053
2,349 1,419
$43,107 $27,472

Source: Author’s computations from the 1999 Consumer Expenditure Survey, 2001 Current Population Survey, and CPF

administrative data.

Note: Estimates are restricted to those aged 65 and older with four or more years of college. Average health care expenditures
are based on the medical expenses of church pension recipients who do not receive assistance with Medicare Part B (from

Hewitt Associates analysis). Average income is the mean amount between the 45" and 55" percentiles of the distribution.

ages 85 and older, because the oldest retirees
generally earned less income than younger retir-
ees. Despite generous cost-of-living adjust-
ments pension income is lower among those
who retired many years ago because benefits are
tied to pre-retirement earnings, which increase
over time. For the same reason, Socia Security
benefits are lower at older ages. In addition, the
oldest old are less likely to receive other sources
of income, such as earnings from post-retirement
employment. Asaresult, anong married retired
clergy with 30 or more years of credited service,
amost 16 percent of those aged 85 and older
have inadequate income in 2002, compared with
only 2 percent of those aged 65 to 74 (see ex-
hibit 11).

Conclusions

Our analysis suggests that most retired
clergy and their surviving spouses who spent
much of their working lives serving the church
can afford a comfortable retirement. The aver-
age pension received by retired clergy with 30
years or more of credited service exceeds the
typical pension received by older college-edu-
cated men with pension benefits. And average
total family income, according to our estimates,
is amost as high for these long-serving retired
clergy members as for college-educated male
pension recipients in the general population,
who are much better off than many Americans.
With this level of income, most retired clergy
can easly sustain a comfortable middle-class
lifestyle in retirement.
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Meet Average Consumption Needs, 2002

14%

EXHIBIT 10: Share of Retired Episcopal Clergy and Their Surviving Spouses with Insufficient Income to

(Those Aged 65 and Older with 30+ Years of Credited Service)
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Source: Author's computations from CPF admininstrative records and the 1999 Consumer Expenditure Survey

All Retired Clergy Surviving Spouses

Incomes for the surviving spouses of long-
serving clergy are quite a bit lower, on average,
than those received by the clergy themselves,
but most widows appear to have adequate re-
sources to live reasonably well, according to our
estimates. Because the Church Pension Fund

provides generous survivor benefits, widows of
retired clergy fare much better than older wid-
ows in the general population.

Despite the generally good news in this re-
port, however, the analysis suggests that some
retired clergy and their surviving spouses lack

EXHIBIT 11: Averagelncomefor Retired Episcopal Clergy and Surviving Spouses, and Share
with I nsufficient Incometo Meet Consumption Needs, by Age, 2002
(Those Aged 65+ with 30+ Years of Credited Service)

No. of Average Average Per centage with
Cases Pension Total Income Inadequate Income
Married Retired Clergy
Ages65-74 903 $33,477 $65,705 2.3%
Ages 75— 84 742 29,167 56,632 34
Ages 85+ 234 25,275 48,289 158
Single Retired Clergy
Ages65-74 167 30,604 49,189 1.2
Ages75-84 128 25,398 39,685 0.0
Ages 85+ 56 20,077 33,305 18
Surviving Spouses
Ages65-74 292 14,916 29,686 9.6
Ages75-84 474 14,946 27,764 9.7
Ages 85+ 431 14,521 26,003 151

Source: Author’s computations from CPF administrative records and the 1999 Consumer Expenditure Survey.

Note: Averageincome isthe mean amount between the 45" and 55" percentiles of the distribution. The analysisincludes

clergy who retired before age 65.
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sufficient income to live comfortably at older
ages, after devoting most of their working lives
to the church. We estimate that about 4 percent
of retired clergy with at least 30 years of cred-
ited service and amost 12 percent of their sur-
viving spouses receive incomes that fall lelow
the minimal level needed to pursue a middle-
classlifestyle. Targeting additional resourcesto
this group by improving benefits for the oldest
retired clergy and their surviving spouses could
significantly improve their financial security.
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Endnotes

! An important drawback of traditional defined bene-
fit plans, however, is that they are not well suited to
workers who change jobs frequently. Because de-
fined benefit pensions depend on years of service and
final salary, they tend to provide generous benefits to
workers who spend most of their careers with one
employer, an increasingly rare occurrence among
today’s highly mobile workforce. Traditional plans
provide only limited pension benefits to job changers.
Defined contribution plans are better designed for
short-term workers, because they can take their re-

plans, also provide more portable benefits than tradi-
tional plans and are growing rapidly.

2 However, many retired clergy who follow the typi-
cal employment pattern of ending their careers with
the church and working elsewhere at younger ages
will receive only limited outside pension income,
even if they spend as few as 10 years serving the
church. Because traditional pension planstie benefits
to final earnings, employment at young ages, when
salaries tend to be low, does not usually lead to siz-
able pension benefits. Participation in 401(k) plans at
younger ages could generate substantial pension
wealth, but these plans did not exist before the 1980s.
As a result, most clerics retired now do not receive
substantial pension income from other sources.

3 Relatively high mortality rates for low-income men
also contribute to high poverty rates for widows.
Because men with low incomes tend to die at
younger ages than those with higher incomes, a dis-
proportionate number of widowed women were mar
ried to men with limited pension and Social Security
benefits and little savings. For many, then, poverty
in widowhood is an extension of the low incomes
they received while married.

4 When computing consumption needs, we estimate
housing costs separately for owners and renters. Al-
though homeowners do not face higher housing
prices than renters, they often spend more on hous-
ing, because they tend to have higher incomes and
purchase more housing services. We account for this
by computing average costs for owners and renters
only for those whose housing costs fall within the
45" and 55™ percentiles of the distribution of housing
costs for owners and renters combined. We then as-
sume that the retired clergy are just as likely to own
their homes as older college-educated adults in the
general population.

® The estimates of total income presented here for the
retired clergy and their surviving spouses differ
somewhat from earlier Urban Institute estimates re-
ported in the May 2002 Stewardship of Abundance
newsdletter. The differences arise from technical
changes in the method of computing Social Security
and other non-pension income.
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tirement accounts with them when they leave. Cash
balance pension plans, a special type of defined bene-
fit plan that includes features of defined contribution
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