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Webinar Logistics

« Attendees in listen only mode.

* Questions welcome! Type in using
“Question” function on control panel

and we will read aloud, respond. »

» Audio, technical issues during
webinar, call GoToWebinar at
1-800-263-6317.

* Replay will be posted in Members

e BEER O

® ® ® GoToWebinar Control Panel

Only section of NIRS web site. ﬂ
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Why This Study?

« Measure the economic “ripple effect” of
defined benefit (DB) pension plans.

* Retirees with a reliable pension can maintain
spending throughout their retirement years,
regardless of economic ups and downs acting
as an economic stabilizer.

* Quantify the economic impact of pension
spending on the U.S. economy that will be
constrained as the population ages.
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Pensionomics 2016: What We Found

* |n 2014, expenditures from public and private
pension benefits supported:

— $1.2 trillion in economic output nationwide

— 7.1 million jobs that paid $354.8 billion in
income

— $627.4 billion in value added nationally

— $189.7 billion in federal, state, and local tax
revenue

MU ATIONAL INSTITUTE ON
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What We Found | Multiplier Effect

What is the total economic impact of each
dollar paid out in pension benefits?

Pension Expenditure Multiplier

pension benefits paid to
retirees with DB pension income

$2.21

total output

dﬂl NATIONAL INSTITUTE ON

= Retirement Security S



What We Found | Taxpayer Investment

What is the “return” on each dollar taxpayers
“invest” in state and local pension plans?

Taxpayer Investment Factor*

contributed by taxpayers to S 9.] 9
state and local pensions over 30 years  total output

dﬂl NATIONAL INSTITUTE ON
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Overview of Public and Private
Pension Payments in the U.S.

Public and Private Sector Pension Benefits, 2014

State and Local Federal Private Sector Total*
Beneficiaries 9.6 million 2.6 million 12.1 million 24.3 million
Average Benefit $26,455 $30,302 515,520 $21,413**
Total Benefits s253 billion $78.8 billion $187.9billion $519.7 billion

Note: Author's analysis of the Annual Survey of Public Pensions, Current Population Survey Annual Social and Economic Supplement, and

annuity roll data from the U.S. Office of Personnel Management.

*“Totals may not add up exactly due to rounding.
** Total average benefit represents a weighted average of public and private sector benefits.
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Pension Plans’ Economic Impact

* Pension plans can support economic activity
through several channels, for example...

— Benefit channel — retirees’ expenditures create
incomes for others in the economy

— Investment channel — the investment of pension
assets provides capital to businesses to develop
products, invest in new technologies, create jobs.

« This study focuses on the benefit channel

dﬂl NATIONAL INSTITUTE ON

= Retirement Security 10




Methodology

 Began with benefit payment data from the Census
Bureau on state & local plans, the CPS for private
plans, and OPM for federal plans.

- Estimated taxes paid out of benefits using data from
CBO, BEA, and NCSL.

« Adjusted benefit payment data to account for
migration of retirees from one state to another.

« Estimated the economic and tax impacts of retiree
expenditures, using IMPLAN input-output modeling
software and data package.

= Retirement Security 11




What is IMPLAN?

« Used to estimate impacts on: jobs, income, value
added, total output, and tax revenue.

« An input-output modeling software and data package
developed for a USDA Forest Service project, now
used for many types of analysis.

* Represents relationships among various sectors in the
economy as a matrix & estimates how an initial event
reverberates through the economy.

NATIONAL INSTITUTE ON
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Types of Economic Impact

revenue from first employees of

DIRECT \ INDUCED
Businesses gain \ Owners and

round spending. INDIRECT affected
In this case, $ flows up the " businesses
consumer spending, supply chain, e.g, spend their
e.g., car purchase at manufacturers earnings
auto dealership and goods
transport
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Results: DB Pensions Support
$1.2 Trillion in Economic Activity

State & Local
$559.70 Billion

Federal
$174.40 Billion
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Results: DB Pensions Support
7.1 Million American Jobs

State & Local
3,432,326

Federal

1,069,457
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Results: DB Pensions Support
$354.8 Billion in Labor Income

State and Local . . . Total Labor Income
Pensions Federal Pensions Private Pensions Supported®
Direct Impact $70.5 billion $22.0 billion $52.4 billion 5144.9 billion
Indirect Impact $48.5 billion $15.1 billion 536 billion $99.7 billion
Induced Impact $53.7 billion $16.7 billion $39.9 billion $110.2 billion
Total Labor Income Impact* $172.7 billion $53.8 billion $128.3 billion $354.8 billion

“Totals may not add up exactly due to rounding.
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Results: DB Pensions Support
$627.4 Billion in Value Added

State and Local . . . Value Added

Pensions Federal Pensions Private Pensions Supported*

Direct Impact $128.5 billion 540 billion $95.5 billion 5264 billion
Indirect Impact $82.7 billion $25.8 billion $61.4 billion $169.8 billion
Induced Impact $94.2 billion $29.4 billion 570 billion $193.6 billion
Total Value Added Impact* $305.4 billion $95.2 billion $226.8 billion $627.4 billion

*Totals may not add up exactly due to rounding.
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Results: Economic Impacts
by Industry

* Industries with most jobs supported:

— Real estate establishments
382,812 jobs
$75.3 billion in output

— Private hospitals
330,057 jobs
$49.0 billion in output

— Full-service restaurants
295,539 jobs
$13.3 billion in output
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Results: DB Pensions Support
$189.7 Billion in Tax Revenue

Table 6. DB Pensions Support $110.4 Billion in Federal Tax Revenue

State and Federal Private Federal Tax
Local Pensions Pensions Pensions Revenue*
Taxes Paid by Beneficiaries on Benefits $10.6 billion $3.3 billion $7.9 billion $21.8 billion
Tax Revenue Resulting from Retiree Expenditures $43.1 billion $13.4 billion 532 billion $88.6 billion
Total Federal Tax Revenue Impact* $53.7 billion $16.7 billion $39.9 billion $110.4 billion
*“Totals may not add up exactly due to rounding.
Table 7. DB Pensions Support $79.3 Billion in State and Local Tax Revenue
State and Federal Private a.rll-%tlfclafatla'f':x
Local Pensions Pensions Pensions Revenue*
Taxes Paid by Beneficiaries on Benefits $10.3 billion $3.2 billion $7.7 billion $21.1 billion
Tax Revenue Resulting from Retiree Expenditures $28.3 billion $8.8 billion 521 billion $58.2 billion
Total State and Local Tax Revenue Impact* $38.6 billion $12 billion $28.7 billion $79.3 billion

*“Totals may not add up exactly due to rounding.
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Results: Pension Expenditure
Multiplier

What is the total economic impact of each
dollar paid out in pension benefits?

Pension Expenditure Multiplier
..
pension benefits paid to $2.2]

retirees with DB pension income total output
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Financing of State and Local
Pension Plans, 1993-2014

Employee
Contributions
11.53%

Employer
Contributions
24.10%

Investment
Earnings
64.38%

Note: Author's analysis of data from U.S. Census Bureau.
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Results: Taxpayer Investment
Factor

What is the “return” on each dollar taxpayers
“Invest” in state and local pension plans?

Taxpayer Investment Factor*

contributed by taxpayers to S 9.] 9
state and local pensions over 30 years  total output
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State-by-State Analysis of Impact
from State & Local Pensions
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Results: Economic Impacts by State

FLORIDA

Key Findings
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State Fact Sheets Downloadable
at www.nirsonline.org




Example of a Retiree from California

Lirda is o 62-year old siegle African American woman living
in southern California. She recently retired after warking for
30 years. Linda worked in the private sector for 3 technology
compacy for about five yoars, then spont the bulk of ber legal
Career workng in the peblic sector

Durieg hee career, she regulacly contributed to ber retirement
plans, Linda now receives defined benefit (08) pension income
of about #3300 each month from both her private and public
sector jobs, In addition, Linda receives retirement inceene from
Soclal Security, and she also pet away additional saviegs in her
defined contribution (DC) retirement accouwnt.

Older Califormians face some of the highest housieg costs
in the natioa. In fact. the housing costs for four oot of 10
Cakfornians exceeds more than 30 percent of thelr income. It
i not surprisieg that Linda must dedicate alarge porticn of her
pensicn income toward her housing costs. She spends upwards
of $3,000 per month to cover principal and interest on her
MECtROge. MANTENante. proper ty Laxes, serance, and utilities.

“Thanks to my stable pension income, | can afford my home in
reticement, And that is no easy feat” Linda says. Income from
Social Security income pays for her car, foad and healthcare
And if there are any remaining funds, Linda plans to take a
VaCAtion of two in retirement

The moeey Linda pays i interest, mamtenance, msurance and
utilities creates a direct economic impact on the California
economy. Anindirect economic impact would be created, if she
had a contractor mow hor lawn and the contracter purchases o
New mower o 0Ther equipment using some of the money Linda
paid his business from her gension income. Additionally, from
the peesicn money that Linds spends on hee home, contratters
a5 well 35 utility aadinsurance companies purchase supples and
services from other businesses, which generate an economic
ripple effect, As these companies hire additional workers as
busioess exreases, the spending by these mew employees
from their paychecks further generates an induced economic
impact

“I'm 0 thank ful that | have areliable persion that | spend on mvy
housing needs each month i retirement” Linda says. *l cas be
self-sufficient in retirernent after a lifetime of work”

The aggregate economic impact of the spending on housing
by the 24.3 million retired Americans, who ke Linda receive &
DB pension. plays a0 important role is supporting jobs in the
real estate sector of the ecenomy. Specifically ia 2014, those
expendnures supported neacty 383,000 jobs @ the real estate
industry nationwede

Linda is newly-retired
62 year old, African
American woman with
DB pensions from
private & public sector
jobs.

Nearly all of her
$3,300/month pension
goes to housing costs.
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Real Estate Investing: California

PUBLIC PENSION’S REAL ESTATE INVESTMENTS ALSO HAVE AN ECONOMIC IMPACT

Pubiic peasicn funds imwst

“ wosdly  awetiec  Assetallocation for State and Local Pensions 2001-2015

portfolios that help dedver
wvesimeat  retums Qe
the long term within an
ppopriate level of risk
Real estate investments
represent an aset class

andricks

Public  pension funchs

that helps pessisn funds s M B Aermative
Balance rwestmest gaen §
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Real Estate
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Pave maintained  modest
sllocations to resl estate
Fvestments for many years
The figure bedow dustrates
the asset allocaticn of
state and local pensions to
key assets 23 o percent of
total assets from 2001 to
2015, According 1o the Public Fund Database. state aad local
pemicns invested 5197 bilion in real estate related assets,
representing neacly six percent of the 3.4 trilion of actuarial
assetsin 2015

Sewrce Pubic Proms Dotobese

I addition 1o the jobs I the economy supperted by retivees’
expenditures, sech 35 Linda's for housing refated costs, publc
pomicns also seppart jobs in the economy through their many
Fvestmeats

For example, real estate portfolios in public pension funds
typially we & mix of westments i commencial, residential
and industrial properties across geographic aneas. Such
wvestments intially geserate comstruction bs durisg 2
property’s twilding phase. Ard ower the loeg-term Dese
properties provide critical infrastructure and spoace for retail
and professonal service providers to work, which further
provides wpport for jobrs and eConomic expansion
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Determinieg the econsmic impact of a public peesion fund's
vestments in real estate requires 3 detasled urderstanding
of each bwestment. The two Largest pablic pension systems
i Califarnia asked experts 10 conduted ecoramic studies of
oach funds investments, inthuding the impact of real estate
wvestments in Califoeria on jobs in the state

As of Decomber 31, 2013, the California Stete Teachers'
Retirerment Systom (CalSTRS) bod o gross vale of 57.5 billion
vested in Californis resft estate. Dr. Ashok Bardhan, fosmer
SRMNC ECONOMIsE 31 the Uiversity of Calfomia, Berkeley, Hass
School of Besiness, calcslated that 79.000 jobs in California
were supparted by CaISTRS real estate investments.

Looking at the impact of Californa Public Emgployees
Retirement  System’s  (CaPERS) nvestmests, Pucific
Community Ventures calculated that 170,000 pbs inCalifornia
were supported by ColPERS real estate investennts, totaling
%7.2 bilion in California a5 of June 30. 2015
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CalSTRS $7.5 billion
invested in California

real estate supporting
79,000 CA jobs.

170,000 jobs in CA
California supported
by CalPERS' real
estate investments
that total $7.2 billion.
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Infographic

PENSION BENEFITS GENERATE TAX REVENUE

PENSIONS: BENEFITS AND RETIREE SPENDING PROVIDE
IMPORTANT ECONOMIC SUPPORT ACROSS AMERICA

$190 bilion total pension tax
Ponsions also gonerate lax revenue On the siate. ‘ooal revenue in 2014
ond federal levels. This tax revenue comes Yom two
TNOH ST
Tioes pad by Beneficianes drecly on her idnd 190 A
billion billion
‘ Peraicn benefits and, s fﬂl' ¥
Tanes oMY PO EXDENDNIES S@30 oM Locel Tax on Tax
Doraion Denefts aher NCOoMe Laxes are Reverve Roverse
EEED cecucted For example. sales taxes resutng
rom a retad purchase.

PENSION SPENDING RIPPLES ACROSS THE U.5. ECONOMY

PUBLIC PENSIONS HAVE A LARGE ECONOMIC IMPACT
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Questlons’?

National Institute on Retirement Security
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