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Agenda 

•  Welcome and Introductions  

•  Report Overview 

•  Detailed Findings 
 
•  Retiree and Business Profile 
 
•  Q&A 
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Speakers 

•  Diane Oakley 
–  Executive Director, NIRS 

•  Nari Rhee, PhD 
–  Report Author 
–  Manager of Research, NIRS 
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Why We Did This Study 

•  Measure the economic “ripple effect” of DB 
pension plans.   

•  DB benefits can act as an economic stabilizer. 

•  Retirees with a reliable pension can maintain 
spending through economic ups and downs. 

•  Quantify the economic impact of pension 
spending on the U.S. economy. 
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Pensionomics 2014: What We 
Found 

•  In 2012, expenditures from public and private 
pension benefits supported… 

–  $943 billion in economic output nationwide 

–  6.2 million jobs that paid $315 billion in income 

–  $555 billion in value added nationally 

–  $135 billion in federal, state, and local tax revenue 
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What We Found 

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

What is the “return” on each dollar taxpayers 
“invest” in state and local pension plans?  
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Overview of Public and Private 
Pension Payments in the U.S. 
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Pension Plans’ Economic 
Impacts 

•  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 
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Methodology 

•  Began with benefit payment data from the Census 
Bureau on state and 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.  
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What is IMPLAN? 

•  IMPLAN is used to estimate impacts on: jobs, income, 
value added, total output, and tax revenue. 

•  IMPLAN is an input-output modeling software and data 
package developed for a USDA Forest Service project, 
now used for many types of analysis.  

•  It represents relationships among various sectors in 
the economy as a matrix. It estimates how an initial 
event reverberates through the economy.  
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Types of Economic Impact 

DIRECT 
Businesses gain 
revenue from first 
round spending – 
in this case, 
consumer 
spending, e.g., 
car purchase at 
auto dealership 

INDIRECT 
$ flows up the 
supply chain, e.g, 
auto mfrs, parts 
mfrs, and goods 
transport  

INDUCED 
Owners and 
employees of 
affected 
businesses 
spend their 
earnings 
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Results: DB Pensions Support 
$943 Billion in Economic Activity 

Private 
$347.3 B 

State & Local 
451.7 B 

Federal 
$144.2 B 
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Results: DB Pensions Support  
6.2 Million American Jobs 

Private 
2,282,022 

Federal 
947,765 

State & Local 
2,968,310 
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Results: DB Pensions Support 
$307 Billion in Labor Income 
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Results: DB Pensions Support 
$555 Billion in Value Added 
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Results:  
Economic Impacts by Industry 

•  Industries with most jobs supported: 
–  Private hospitals/offices of physicians, dentists, etc 

592,000 jobs 
$60.1 billion in output 

–  Food service and drinking places 
568,000 jobs 
$24.3 billion in output 

–  Real estate establishments 
354,000 jobs 
$49.1 billion in output 
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Results: DB Pensions Support 
$135 Billion in Tax Revenue 
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Results: Pension Expenditure 
Multiplier 
What is the total economic impact of each dollar 
paid out in pension benefits?  
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Financing of State and Local 
Pension Plans, 1993-2012 
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Results: Taxpayer Investment 
Factor 

What is the “return” on each dollar taxpayers 
“invest” in state and local pension plans?  
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State-by-State Analysis of Impact 
from State & Local Pensions 
•  MRIO to capture in-state impacts and some 

cross-state impacts 

•  In-state: Effects of local spending by residents 
from pension benefits, including recapture of 
“leaked” economic benefits when they circulate 
back to the original state 

•  Cross-state: Benefits that leak between states 
through inter-state trade (i.e., one state’s loss 
is another’s gain) 
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Results: Economic Impacts By 
State 
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State Fact Sheets available at 
www.nirsonline.org 
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Profile: Howell’s Grocery & 
Restaurant in Stuart, VA  



Pensionomics 2014: Measuring the Economic Impact of DB Pension Expenditures        26 

Profile: Retiree Spending in 
Maryland 
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Conclusions 

•  DB pensions provide a critical source of reliable 
income for over 24 million retired Americans. 

•  DB pension benefits support $943 billion in 
economic activity and have a large economic 
footprint in every state and industry. 

•  State and local pensions have sizable multipliers 
– up-front investment of taxpayer dollar goes a 
long way.  
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Conclusions 

•  DB pensions have large ripple effects – one 
retiree’s spending becomes another’s income, 
that provide critical economic support… 
– 6.2 million American jobs that paid $307 

billion in income. 

•  Pensions are “automatic stabilizers,” providing 
steady economic contribution through economic 
ups and downs. 



Questions? 

www.nirsonline.org 
Replay will be posted. 

 


