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Pensionomics 2023: Why This Report

« NIRS updates every two years its Pensionomics analysis that measures the
economic “ripple effect” of payments from 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.

 This report quantifies the economic impact of pension spending on the U.S.
economy that will be constrained as the population ages.
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Key Findings

« In 2020, expenditures from public and private pension benefits supported:
« $1.3 trillion in economic output nationwide
* 6.8 million jobs that paid $422.2 billion in labor income

« $738.5 billion in value added nationally

« $157.7 billion in federal, state, and local tax revenue
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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,
and create jobs.

 This study focuses on the benefit channel.
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The Multiplier Effect:

How spending ripples through
the economy, supporting jobs
and incomes In the process
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Public and Private Sector Pension Benefits, 2020

Table ¥: Public and Private Sector Pension Benefits, 2020

Private Sector
State and Local Fedoral :‘“5];9—“ Employor  Multlemployor Total*
= 4 i ! Phans Plans
Boneficlarios | NS million 2.7 million 6.4 million 40 million 24.6 millon
sverageBenefit | $2912 | $33S | sa@3 | Nele | $24.898
Total Benefits | $3348billlon | $903bdlllon | $140.2billlon | $472billlon | $6126 billion
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Pension Benefits More Than Double Their Impact

4 Pension Expenditure Multiplier Each $11n public and private R

pension benefits paid 1o retirees
g ultimately supported $213 in
a ﬁ total output througout the

country. This “multiplier”

$_| 00 $2 13 [ incorporates the direct, indirect,
and induced impacts of retiree

. total output . ol
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Investment Earnings Accounted for More Than 3/5
of Public Pension Revenues
Figure 1: Aggregate State and

Local Pension Contributions by
Source, 1993-2020

Employer
Contributions

27.0%

Investment
Earnings

61.4%

Employee
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11.6%
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Taxpayer Dollars Generate a Significant
Return on Investment

@ Taxpayer Investment Factor o e Each $1in taxpayer comnbution)
o E‘E l o E! i to U.S. state and local pension
e K : plans supported $7.89 in total
E = i ;i i ﬁ output in the country. This
S — reflects the fact that the
l o EE i ! o Ei taxpayer contributions are a

minor source of financing for

$1.00 retirement benefits—the bulk of
contributed by taxpayers to $7.89 DB pension benefits come from
state and local pensions over total output investment earnings and

{ 30 years employee contributions. )
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DB Pensions Support 6.8 Million American Jobs

Table 2: DB Pensions Support 6.8 Million American Jobs That Pay
$422.2 Billion in Labor Income

| | Employment l Labor Income
sme ano LocalCowmmem 373600 | $232229721639
Governmental Plans — 73& -
| Federal Government _$94,015 | $6.784827.559
Multiomployor 519,379 $32 282 920570
Private Secror Plans ' 1
m—— | Single Empiloyer 1542916 | $95902741502
Total Impact Al Plans 6792502 | $4222002037
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DB Pensions Support $1.3 Trillion in Total
Economic Activity

Table 3: DB Pensions Support $1.3 Trillion in Economic Activity and
$738.5 Billion in Value Added

. ! Output ' Valm Mdod
| State and Local Government $718,646.463523 | $406,224 100829
Governmental Plans » g ——— e — - -
Fodocal Go.vmmont | 5191 196 232183 | 510&07&04646
M Itiermn 95.901102159 470379108
Private Sector Plans - e N e TR 00
) smgse_Empw,« | $2967758190806 | $167.756326188
Total Impact | AN Plans. | $1306519624872 | $TI8526920772
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State-By-State Pension Impacts
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State Factsheets available at: https://www.nirsonline.org/resources/pensionomics-state-data/
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Fortifying Main Street: Why This Research

e Previous NIRS research (Pensionomics) has focused on the downstream
economic impact of the spending of pension benefits. This research
focuses on the raw dollar amounts of pension benefits at the county level.

e New data on Gross Domestic Product (GDP) by county only became
available in the past few years, enabling new areas of research.

e Previous research by other organizations had indicated that rural areas
received a greater relative economic impact from the flow of pension
benefit dollars than cities and other metropolitan areas.

e Cities likely receive a greater amount of pension benefit dollars in
absolute terms, but these are dwarfed by the size of the economy in large

cities.
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States Included in This Research

e 2020 edition: CA, IA, ID, IL, KS, ME, MN, MO, MS, ND, NM,
NV, NY, PA, SC, SD, TX, WI, WY

e 2022 additional states: AL, AR, CO, FL, GA, HI, IN, KY, LA,
MD, MI, MT, NE, NH, OH, OK, OR, RI, TN, UT, VA, VT, WA, WV

e States not included in this research: AK, AZ, CT, DE, MA,
NC, NJ

15




Key Findings
* Public pension benefit dollars represent between one and

three percent of GDP on average in the 2,922 counties studied.

* Rural counties have the highest percentages of their
populations receiving public pension benefits.

« Small town counties experience a greater relative impact in
terms of both GDP and total personal income from pension
benefit dollars than rural or metropolitan counties.
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Key Findings, Continued

* Rural counties experience a greater relative impact in terms of
total personal income than metropolitan counties.

* Counties that contain state capitals are outliers from other
metropolitan counties, likely because there is a greater density of
public employees in these counties, most of whom remain in
these counties in retirement.

- On average, rural counties have lost population while small
town counties and metropolitan counties have gained population
In the period between 2000 and 2018.
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Summary of County Data Findings

Table 1. Different County Types

|
Type of County | NUmber of p:::;:f;n % of Population  Benefits as Share B";::::::‘"
Counties Recelving of GDP
Density | Income
Capital 45 544,21 2 600% ) 29% : L64%
independentCity | < | wsos7 | WA | oem | omk
Meotropolitan 822 28).44 1L87% L13% | L15%
~ Micropolitan ’ 365 | wmse | 258% | 186% 1 %
feural Prey | 50 | 302% | LIS 176
Total 2922 103.49 2.02% 1.20% 1.25%
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Figure A7. California County Type

California
County Type
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B Capital - Metropolitan
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7 B Figure A8, California Pension Benefit Dollars as
California Share of County GOP

Percent of
GDP
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California Percent Fiureso. Calfomia pension Benefit Dollars as Share
of Total Personal
Income (TPI)

% of Personal income
B ]
0.61% 6.52%
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Oklahoma County Type

Figure A85. Oklahoma County Type

County Categones
B Capity « Matropdiitan
B Matropoinan

B Moropoisan

B Rurail
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Oklahoma Percent of GDP

Figure A86. Oklahoma Pension Benefit Dollars as Share of County GDP




Oklahoma Percent of Total Personal
Income (TPI)

Figure A87. Oklahoma Pension Benefit Dollars as Share of County Total Personal Income




Online Map with State Fact Sheets
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https://www.nirsonline.org/resources/fortifying-main-street/
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CalSTRS Value chain

UPSTREAM
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from stakeholders
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CalSTRS' impact on California’s economy
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Pension Plans as Long-Term Investors

- U.S. state & local pension plans manage approximately $5
trillion dollars in assets across every asset class.

* These plans invest for the long-term and are not subject to the
same economic incentives for short-term decision-making that
drive other investors.

- What effect does this long-term outlook have on financial
markets in the U.S. via the economic impact of pension plan
investment activity?
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Public Plans Hold 5.5% of U.S. Equities

7% Holders of US Equities - 2019

218%
151%
6.4% :
55%  54% ..
l fi 12% o AT
T
Househokds
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Source: SIFMA Insights, “Who Owns Stocks in America”
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Figure 19: Cumulative Retail Fund Flows and S&P 500

F u n d F I OWS Index Trading Range during the Clobal Financial Crisis
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Public Plans Actively Rebalance
Investments

Figure 18A: FY 2015 Implied Asset Figure 18B: FY 2015 Actual Asset
Allocation Allocation
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