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Why We Did This Study

* Measure the “ripple effect” of DB pension plans.
DB benefits can act as an economic stabilizer.

* Retirees with a reliable pension can maintain
spending even in tough times.

* Quantify the economic impact of pension
spending on the U.S. economy.
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Overview of Public and Private
Pension Payments in the U.S.

Public and Private Sector Pension Benefits, 2009

State and Local Federal Private Sector Total*
Beneficiaries 8.0 million 2.5 million 8.4 million 18.9 million
Total Benefits $187.0 billion S67.6 billion $171.5 billion $426.2 billion
Average Benefit $23,407 $27,081 520,298 $22,504**

Sources: U.S. Census Bureau State and Local Government Employee-Retirement Systems, U.S. Office of Personnel Management Federz
Annuity Roll, U.S. Bureau of Labor Statistics Current Population Survey, and author's calculations.

“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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A retired firefighter...

..uses his pension money
to buy a new lawnmower.
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As aresult of that purchase, the owner of the
hardware store, the lawnmower salesman, and each
INDIRECT of the companies involved in the production of the

lawnmower all see an increase in income, and
IMPACT spend that additional income.

L A ’,[ ! These companies hire additional

INDUCED ] H employees as a result of this

increased business, and those

IMPACT " R new employees spend their

ﬂ%r J} (%’f ]%& I:?ys ﬁ;:{;, paychecks in the local economy.
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Results: DB Pensions Support

$134 Billion in Tax Revenue

Table 6. DB Pensions Support $74.3 Billion in Federal Tax Revenue

From State and

From Federal

From Private

Total Federal

Local Pensions Pensions Pensions Tax Revenue*
Taxes Paid by Beneficiaries on Benefits $3.2 billion 51.1 billion $2.9 billion $/.2 billion
Tax Revenue Resulting from Retiree Expenditures 29.4 billion 10.6 billion 27.0 billion 67.0 billion
Total Federal Tax Revenue Impact $32.6 billion $11.8 billion $29.9 billion $74.3 billion

Table /7. DB Pensions Support $59.7 Billion in State and Local Tax Revenue

From State and
Local Pensions

From Federal
Pensions

From Private
Pensions

Total State
and Local Tax

Revenue*
Taxes Paid by Beneficiaries on Benefits $2.4 billion $858.9 million $2.2 billion $5.5 billion
Tax Revenue Resulting from Retiree Expenditures 23.8 billion 8.6 billion 21.8 billion 54.2 billion
Total State and Local Tax Revenue Impact $26.2 billion $9.4 billion $24.0 billion $59.7 billion

a

Pensionomics: Measuring the Economic Impact of DB Pension Expenditures

Ny

NATIONAL INSTITUTE ON
Retirement Security



Results: DB Pensions Support
6.5 Million American Jobs

State & Local
2,865,120

Private
2,627,754

Federal
1,035,968
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Results: DB Pensions Support
$1 Trillion in Economic Activity

State & Local
$442.6 billion

Private
$405.9 billion

Federal
$160.0 billion

| “” NATIONAL INSTITUTE ON
—

== Retirement Security

Pensionomics: Measuring the Economic Impact of DB Pension Expenditures



Results: Pension Expenditure
Multiplier

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

Pension Expenditure Multiplier

z;ls.ioongneﬂts paid to $2037

retirees with DB pension income total output
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Financing of State and Local
Pension Plans, 1993-2009

Investment
Earnings
58.85%

Employee
Contributions
14.0%

Employer
Contributions
27.15%
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Results: Taxpayer Investment
Factor

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

T
—

$1.00
contributed by taxpayers to $8.72

state and local pensions over 30 years  total output
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Results: Economic Impacts By
State

W A"WM

North Dakatg

f2581
$32355

/" Mare §735¢ $86633n
" NewHunpstice $6129 $808.64m

" Wereeer $2459 $299.78.

Wisconsn I

South Cakaty .
f1933 §s0317 /' massachnetts § 49859 $7.80b
$48411m $6.256 " Ahodetvand $2439 $1108

o /' Conwctvut §29.005 $459

/' Newlesey §67470 810870
" Oetware §5540 $88261m

/' searpand §32004 $4408

LY

—~

"

&

riamail

ferce
$357789m

L““ NATIONAL INSTITUTE ON
—r

= Retirement Security

Pensionomics: Measuring the Economic Impact of DB Pension Expenditures 12



State Fact Sheets available at
www.nirsonline.org

Key Findings
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Benefits paid by state and
local pension plans support a
significant amount of economic
activity in the state of Alsbama

Pension benefits received by
retirees are spent in the local
community. This spending ripples
through the economy, as one
person’s spending becomes
another person’sincome, creating
amultiplier effect.

Overview
Expenditures made by retirees of state and local government provide a steady economic
stimulus to Ahbama ities and the state In 2009, 111,216 residents of

Alzbama received a total of $2.4 billion in pension benefits from state and local pension

Lt The average pension benefit recrived was

Contributions

In 2009, expenditures st ing
fromstate and local pensions
supported...

= 24,576 jobs that paid 29099
millioninwages and salaries

= $29billionin total economic
output

= 24088 million in federal state,
and local tax reverues

... n the state of Alsbama.

Each dollar paid out in pension
benefits supported 21,22 in total
economic activity in Alsbama.

Eachdollar invested”by
Alsbama taxpayers in these
plans supparted $4.71 in tatal
economic activity in the state.

2536% $1,784 per month or $21,404 per year. These
[— . served the public during their working careers
m D.99% income to meet basic needs in retirement.
Between 1993 and 2009, 25.96% of
ﬁnmmﬂqumniumﬂmﬁmmlpbyumm lndS&mﬁun
* Eamings on i and empl

wmlbmom—hw!hmiuﬂym&uptb:bullcfpmﬁmdm
Impact on.lob:and Incomes

24576johind!mmmhmbmmmppuwdbym

expenditures was $909.9 million.

To put these empl impacts in perspective, in 2009 Alzbama’s unemployment
mm9mmﬁﬂﬁnD8mquﬂ6’hn
significant, as it represents 1.1 percentage points in Albama’s labor force.

EconomicImpact

State and local pensicn funds in Albama and other states paid 2 total of $2.4 billion
in benefits to Akbama residents in 2009. Retirees” expenditures from these benefits
supported a total of $2.9 billion in total economic output in the state, and $1.6 bilkon
in value added in the state.

$1.5 hillion in direct econoenic impacts were supported by resirees” initial expenditures.
An additional $794.1 milbon in indirect impact resulted when these busineses purchased
hired by businesses 25 2 result of the direct and indirect impacts made expenditures.
——————— Total Economic Impact $2.9bilion —M8

DIRECT INDIRECT
IMPACT IMPACT
$1.5billion

$794.1 million
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ALABAMA

Economic Multipliers

/ Taxp ayer Contribution Factor*
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pension benefits paid to
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$1.22

K retirees in Alabama total output

to Alabama's state andlocal
1 3 : pensionplans upported $4.7 1
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Each 51 instate andlocal
pension benefitspaid to Alb ama
resdentsultimatay supported
#1.22 intotal cutput inthe state.
This ‘multiplier” ncorpoates
the direct, indimct, and induced
impxcts of retime pending

25 & ripples through the state
economy
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Impact on Tax Revenues

State and local pension payments made to Akbama resid

supparted 2 total of $408.8 million in revenne to foderal, state, Federal Tax 2197 million
and local governments. Taxes paid by retirees and beneficiaries State/Local Tax 189.1 million
dnedymto':pmmﬂm‘:dmld3397nﬂanu, Total $408.8 million
for $369.1 million in tax revenue.

Economic Impacts by Industry Sector

industry sectors with the largest empl impacts are p d in the table below.

Industry """"‘('w;"“' Laoriocems | Vadua o
FoodServices and Drinking Places 233 #44001,741 £63039313 #129431 880
Real Estate Establichments 1508 15843762 118346845 #163346 251
Private Housohold Operations 1324 $4.934005 4,934 005 517518
Nurging and Recidential Care Facilities 1234 #39707,115 42867186 75972411
Physicians, Dantists, and other Health Practitorers 1174 #96342518 #103419519 F169697 190
Private Hogpitals 1096 #63277,021 $67.55249 F149290429
Retadl Stores - Generad Merchandice 559 #16315068 #26598052 30228235
Civic, Sodal, Profesgional, and Similar Orgr. sa2 F15512.494 #15650402 S295/5062
Retail Stores - Food and Baverage 491 13586677 22036347 £25181 226
Employment Services 421 8399813 £10008897 £12381721
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Conclusion

* DB pensions provide a critical source of reliable
iIncome for 19 million retired Americans.
* Also provide critical economic support...
— $134 billion in tax revenue
— 6.5 million American jobs
— $1 trillion in economic activity

« Pensions are “automatic stabilizers,” providing
important stimulus during tough times.
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