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ABSTRACT

This paper investigates whether peer effects play an important role in retirement savings

decisions.  We use individual data from the staff of a university to study whether individual decisions

to enroll in a Tax Deferred Account plan sponsored by the university (and the choice of the mutual

fund vendor for people who choose to enroll) are affected by the decisions of other employees in the

same department.  To overcome the identification problems, we separate the departments into sub-

groups (along gender, status, age, and tenure lines) and we instrument the average participation of

each peer group by the salary or tenure structure in this group.  Our results suggest that peer effects

are important.  We find significant own-group peer effect on participation and on vendor’s choice,

but no cross-group peer effects.  
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Table 1: Participation Rates in the University Libraries 

Rank by Participation Participation Average Average Number of
Level Rate Wage Tenure Staff

(1) (2) (3) (4) (5)

1 0.73 $33,600 12.9 22

2 0.50 $36,300 11.3 28

3 0.47 $34,500 11.2 15

4 0.44 $33,100 9.4 16

5 0.43 $34,600 12.7 7

6 0.38 $29,400 8.7 13

7 0.38 $39,100 11.6 29

8 0.34 $36,200 11.0 235

9 0.32 $32,100 8.8 47

10 0.23 $34,600 10.2 17

11 0.14 $31,600 9.8 7

Notes: Column (2) displays the participation rate in the 403(b) plan in the 11 libraries of the university library system. 
Columns (3) and (4) report average wages and tenure, respectively, in each library. Column (5) reports the number of staff 
employees in each library.



Table 2: Summary Statistics

Complete Staff Faculty
Sample

(1) (2) (3)

Panel A: General Characteristics

Number of employees, 10/97 10,661 8,266 2,362

Number of employees, 06/98 10,762 8,443 2,303

Number of employees, 10/98 10,876 8,627 2,214

Number of employees, 06/99 11,351 9,150 2,181

Salary (mean) $48,330 $39,200 $83,020
[31,930] [22,030] [42,140]

Salary (median) $38,300 $34,500 $72,100

Gender (Male) 0.45 0.39 0.71
[0.50] [0.49] [0.45]

Age 41.8 40.0 48.9
[11.7] [11.1] [11.6]

Tenure (years of service) 8.1 7.3 11.6
[8.8] [7.8] [11.3]

Panel B: TDA Participation and Vendor Choices

Participation in the TDA 0.352 0.327 0.448
plan [0.477] [0.476] [0.497]

Participation in the TDA 0.034 0.030 0.065
plan when Tenure<3 months [0.181] [0.169] [0.239]

Share of Vendor R 0.351 0.342 0.379
[0.455] [0.451] [0.466]

Share of Vendor D 0.325 0.339 0.286
[0.429] [0.434] [0.412]

Share of Vendor V 0.221 0.220 0.223
[0.383] [0.378] [0.395]

Panel C: Departments

Number of Departments 420

Average Size of Departments 32
[51]

Median Size of Departments 12

Notes: Food and custodial services excluded. Business school also excluded.



Table 3: Peer Effects on Participation Decisions for Sub-samples

OLS 2SLS 2SLS 2SLS
Instruments Salary Tenure Tenure

deciles dummies Salary
(1) (2) (3) (4)

PANEL A. STAFF 
Average participation 0.271 0.130 0.134 0.149
in the department (0.035) (0.079) (0.081) (0.062)
Number of Observations 29,863 29,863 29,863 29,863

PANEL B: DEPARTMENTS WITH LESS THAN 20 EMPLOYEES
Average participation 0.210 0.234 0.347 0.300
in the department (0.052) (0.137) (0.136) (0.109)
Number of Observations 4,520 4,520 4,520 4,520

PANEL C: DEPARTMENTS WITH MORE THAN 20 EMPLOYEES
Average participation 0.317 0.087 0.137 0.114
in the department (0.047) (0.090) (0.093) (0.070)
Number of Observations 25,377 25,377 25,377 25,377

Notes: Standard errors are corrected for clustering. 
The regressions include all the control variables listed in table A1.
In column 2,  the instruments are the proportion of employees of the department whose wage
falls into each decile of the  university-wide distribution of wages. In column 3, the instruments are the number 
of employees of the department whose tenure falls into each category. 



 Table 4: Peer Effects on Participation Decisions Among Sub-groups

OLS 2SLS OLS 2SLS
Instruments Salary Salary 

Tenure Tenure
(1) (2) (3) (4)

PANEL A: GROUP 1: FEMALE (17,493 obs.) AND GROUP 2: MALE (11,066 obs.)

Average participation 0.199 0.321 0.093 -0.053
in group 1 (female) (0.045) (0.085) (0.052) (0.092)

Average participation 0.068 -0.115 0.121 0.275
in group 2 (male) (0.040) (0.071) (0.049) (0.085)

p-value of test coeff differ 0.055 0.001 0.727 0.029

PANEL B: GROUP 1: TENURE BELOW 3 YEARS (10,350 obs.) AND GROUP 2: ABOVE 7 YEARS (12,307 obs.) 

Average participation 0.114 0.235 -0.008 -0.107
in group 1 (young) (0.038) (0.083) (0.048) (0.106)

Average participation 0.063 0.048 0.188 0.274
in group 2 (old) (0.034) (0.077) (0.053) (0.139)

p-value of test coeff differ 0.345 0.108 0.008 0.034

PANEL C: GROUP 1: YOUNG (35 AND BELOW, 11,358 obs) AND GROUP 2: OLD (ABOVE 36, 17,269 obs)

Average participation 0.218 0.396 0.031 -0.059
in group 1 (young) (0.042) (0.075) (0.042) (0.073)

Average participation 0.023 -0.206 0.244 0.287
in group 2 (old) (0.044) (0.088) (0.047) (0.092)

p-value of test coeff differ 0.003 0.000 0.003 0.011

PANEL D: GROUP 1: STAFF (23,304 obs.) AND GROUP 2: FACULTY

Average participation 0.187 0.128
in group 1 (female) (0.039) (0.057)

Average participation 0.016 -0.073
in group 2 (male) (0.024) (0.045)

p-value of test coeff differ 0.000 0.008

PANEL E: GROUP 1: DEPARTMENT AND GROUP 2: OTHER DEPARTMENTS IN THE SAME SCHOOL

Average participation 0.262 0.164
in group 1 (own department) (0.036) (0.063)

Average participation 0.027 0.023
in group 2 (other departments) (0.042) (0.042)

p-value of test coeff differ 0.000 0.061

Notes: Standard errors are corrected for clustering. The regressions include all the control variables listed in table A1.
Instruments are the proportion of employees of the department whose wage falls into each decile of the  university-wide 
distribution of wages and the number of employees of the department whose tenure falls into each category. 
In Panel B, only the salary instruments are used.

Group 1 Group 2
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Table A1: Coefficients for All Variables and Controls

OLS 2SLS 2SLS 2SLS
Salary Tenure Tenure and Salary

(1) (2) (3) (4)

Average participation 0.271 0.130 0.134 0.149
in the department (0.035) (0.079) (0.081) (0.062)

Gender (male dummy) -0.063 -0.067 -0.066 -0.066
(0.010) (0.010) (0.010) (0.010)

Age
10 to 19 0.137 0.134 0.134 0.134

(0.030) (0.029) (0.029) (0.029)
20 to 29 0.193 0.189 0.190 0.189

(0.023) (0.023) (0.023) (0.023)
30 to 39 0.190 0.185 0.186 0.186

(0.021) (0.022) (0.022) (0.022)
40 to 49 0.200 0.196 0.196 0.197

(0.022) (0.022) (0.022) (0.022)
50 to 59 0.282 0.279 0.279 0.279

(0.023) (0.023) (0.023) (0.023)
60 to 69 0.347 0.342 0.343 0.343

(0.032) (0.032) (0.032) (0.032)
70 to 79 0.142 0.139 0.139 0.139

(0.059) (0.059) (0.059) (0.059)
Tenure
Less than 1 years -0.174 -0.178 -0.178 -0.177

(0.019) (0.019) (0.019) (0.018)
1 to 2 years -0.096 -0.097 -0.097 -0.097

(0.020) (0.020) (0.020) (0.020)
3 to 4 years -0.039 -0.038 -0.038 -0.038

(0.020) (0.020) (0.020) (0.020)
4 to 7 years -0.031 -0.030 -0.030 -0.030

(0.020) (0.021) (0.020) (0.020)
7 to 12 years -0.002 -0.002 -0.001 -0.002

(0.019) (0.019) (0.019) (0.020)
Salary decile
Decile 1 -0.248 -0.252 -0.252 -0.252

(0.029) (0.029) (0.029) (0.029)
Decile 2 -0.226 -0.231 -0.230 -0.231

(0.029) (0.029) (0.029) (0.029)
Decile 3 -0.202 -0.205 -0.205 -0.205

(0.028) (0.028) (0.028) (0.028)
Decile 4 -0.149 -0.152 -0.152 -0.151

(0.029) (0.029) (0.030) (0.030)
Decile 5 -0.085 -0.087 -0.087 -0.086

(0.030) (0.030) (0.030) (0.030)
Decile 6 -0.004 -0.007 -0.007 -0.007

(0.029) (0.029) (0.029) (0.029)

Number of Obs. 29,863 29,863 29,863 29,863
F-Statistic of the First Stage 15.8 28.9 26.7
Notes: Sample restricted to Staff employees. Food service and business school employees excluded. 
Standard errors corrected for clustering at the individual levels.
In column 2,  the instruments are the proportion of employees of the department whose wage
 falls into each decile of the  university-wide distribution of wages. In column 3, the instruments are the number 
of employees of the department whose tenure falls into each category. In column 4, both sets are used together.


