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Americans Views on Retirement
Security — Key Findings

 Nation Faces
Retirement Crisis

 Pensions Are a Route
to Security.

» Leaders in Washington
Don't Get It. Americans
Want Help.

« Americans Support
Public Pensions and
see as help to recruit
employees. T —
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Across party, Americans see a
retirement crisis.

Figure 2: Across party lines, Americans feel strongly that the nation faces
aretirement crisis.

To what extent do you agree or disagree with the following statement; America is facing a retirement crisis.
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Across party, Americans say long-term
care, low wages factor in retirement crisis.

Figure 6: Across party lines, Americans agree that long-term care costs and low wages
are major factors in making retirement more difficult.

Please tell me if you believe it is a major factor, s mines factar, or nat a factor making it harder for Americens to prepare for retrement as compared
10 Previous generations
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Worker’s dilemma — 79% can’t save enough
& 74% employers don’t contribute enough.

Figure 9: 79 percent of Americans agree Figure 10: 74 percent of Americans say
that the average worker cannot save that employers aren't contributing enough
enough on their own for a secure for workers to have a secure retirement.
retirement. Please tell me whether you strongly agree, somewhat agree, somewhat

disagree, or strongly disagree: Employers do not contribute enough

To what extent do you agree or disagree with the following statement: ) 4
money for workers to be able to achieve a secure retirement.

The average worker cannot save enough on their own to guarantee
a secure retirement,

1% %

|
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Americans maintain favorable view
of pensions- Consistently above 80%.

Figure 15: Americans overwhelmingly maintain a favorable view of pensions.

How would you describe your overall view of traditional pension plans?
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85% Americans say Washington
doesn’t get it and they want help.

Figure 22: 86 percent of Americans say
leaders in Washington need to give
retirement a higher priority.

To what extent do you agree or disagree: Leaders in Washington need
to give a higher priority to ensuring more Americans can have a secure
retirement.

Figure 21: 85 percent say leaders in
Washington just don't understand that
itis hard to prepare for retirement.

Towhat extend to do you agree or disagree: Leaders in Washington do
not understand how hard it is to prepare for retirement.
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Leading Retirement Issues for
President Trump and Congress

ACA Repeal and Replace; Lesson that details on
replacement plan matter.

Tax Reform — How huge? How to pay for reform?

Dodd- Frank Repeal — Replace?

Regulations — Freeze, Two for One Issued and
Congressional Review Act.

Infrastructure — How to fund? L““
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Tax Reform What happened in 1986

Tax Reform Act of 1986 passes with split control of House
and Senate. Multi-year process starting with President
Reagan.

Jeffrey H. Birnbaum in Showdown at Gucci Gulch offered
lessons for tax reform :

Fair or simple -- take your pick. One precludes the other.

Divide and conquer. Divided government is a boon to reform.
Block K Street. Tax reform doomed if lobbying groups are united
against it. Someone’s break gets gored in Gucci Gulch.

Stick it in neutral. Stressed tax system doesn't raise the money to
fund the federal government now.

Don't lose those hedge clippers. The more severely Congress
prunes the tax code the bigger it will grow.m“ ATIONAL INSTITUTE O
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Tax Reform Process Underway

« Trump Administration — Start with corporate tax reform
to reduce tax rate from 35% (most corporations pay
less) to 15%. Argue that economic growth will pay for
the lost revenue. Individual tax reform to follow.

« Senate Finance and Ways and Means Committees
Established Bipartisan Workgroups in 2015.

 House Republicans issued "A Better Way: Tax” in July
2016 covering tax reform ideas. Chairman Hatch
proposed tax integration.

L[L“ NATIONAL INSTITUTE ON
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Tax Reform House Better Way

Speaker Ryan House Republican Blueprint
« Continue the current tax incentives for savings

. Con§o_lldat_e the multiple retirement savings ~ ) BETTERWAY
provisions in the current tax code to provide AT
effective and efficient incentives for savings and
Investment e

patiet 8

Concern about Pensions as revenue raiser

IN tax reform

« Make all contributions Roth-like

« Taxation of Pension Interest

« Change taxation of public employee DB

ContribUtionS (piCk-UpS) L““ NATIONAL INSTITUTE ON
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Tax Reform: Finance Chairman Hatch
Proposes Integration

Tax-exempt entities own more than 75% of stock, so
few shareholders pay taxes on dividends.

Integration seeks to change corporate tax so that tax on
Income Is paid just once by eliminating tax at corporate
level. Shareholders would pay tax.

If this does not offset revenue loss, would we see tax
rate on dividends, capital gains (perhaps both) increase
for individuals and tax-exempts? In 1992, an estimate
of approximate the uniform tax rate needed on
Investment income received by tax-exempt
shareholders was 6 to 8% at that time.

L[L“ NATIONAL INSTITUTE ON
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Tax Reform-Pensions as an offset

v' Revenue lost from granting favorable tax treatment
equaled $1.3 trillion for 2013; in comparison $1.2 trillion
In revenue came from raised from individual income tax
in 2013.

v’ Cap contributions, limit deductions, repeal pick-up, and
reduce employees annual contributions.

2012-16  2013-17

Employer-provided health care §700.6b  $760.4 b
Retirement security incentives §6543b  §714b
Home mortgage interest deduct. ~ $364 b §379 b
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Dodd- Frank Reform

« Trump Executive Order to revisit

* House Financial Services Committee
Chairman Hensarling’s (R-TX) Financial
Choice Act of 2016 repeals much of Dod
Frank, including the funding mechanism for
GASB.

* In WSJ opinion piece, Hensarling stated the
federal government should penalize
government bond issuers that fail to disclose

unfunded pension liabilities. L““
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Regulation Freeze & Reform
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Regulations for Public Pensions

* Proposed Normal Retirement Age rules apply to in-
service distributions prior to age 62.

« Offered additional safe harbors for governmental plans
based on age and service with earlier and shorter
requirements for public safety.

 ANPRM on definition of Public Pension Plan — since
2011 release IRS held forums, heard public comment
period and held a hearing.

* A notice regarding inclusion of charter schools in
governmental plans came in 2015 and proposed rules

expected,
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Infrastructure Investments

Broad interest in the role pensions might play:

« Senate/House Offices

 U.S. Chamber of Commerce

* White House Infrastructure Initiative

* [nfrastructure Investment Summit

+ Bipartisan Policy Center Infrastructure
Investment Councill

* National Governors Association

« Coalition to Modernize American Infrastructure

L[L“ NATIONAL INSTITUTE ON
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Repeat Concerns for Public Pensions

« Public Employee Pension Transparency Act (PEPTA)
Nunes’ bill to impose costly and confusing accounting s
tandards on pubic pension plans.

« Secure Annuities for Employee Retirement Act (SAFE
)Senator Hatch prospectively offers an annuity option as
an alternative to DB pensions. Underfunding not solved.

« Some map Puerto Rico dire finances to all public plans.

* Muddle public pension plans with solvency issues in the
Multiemployer Plan space (i.e. Central States & MEPRA)
“will learn about disturbing parallels between multiempl
oyer pensions and the defined benefit pension plans
run by many  state and local governments.” (senator Hatc

h) LLLU NATIONAL INSTITUTE ON
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Public Pensions and Social Security

Mandatory Social Security for Public Employees

« Debt reduction commissions recommend for newly-
hired employees after 2020

« 2014 and 2016 CBO “Options” Report

« BRT proposal on SS and Medicare

WEP/GPO Reform Legislation

 Way & Means Chair Brady (R-TX) and Rep. Neal (D-MA)
replace WEP with new formula; but pulled from mark-up

 WEP Repeal bill by Rep. Davis and 89 cosponsors

« Senators Brown and Collins - companion bill, S-915.

L[L“ NATIONAL INSTITUTE ON
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Strong, United Opposition to
Federal Intervention
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Correcting Misperceptions

* Public plan issues are not systemic; there Is no
one-size-fits-all solution

« Continued conflation with other types of
pensions such as Central States Pension Fund

» Chapter 9 municipal bankruptcy is not a federal
bailout, nor is it even available to most
governments

 Many new disclosures for state and local
pensions have recently been adopted

L[L“ NATIONAL INSTITUTE ON
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New Public Pension Calculations

Books—computing an annual G2SB-
position regarding pensions for C
financial statements :
Bonds—calculating how

pension obligations affect a "9 RATINGS SERVICES
government’'s creditworthiness g i

Budgets—determining the

appropriate annual contribution

to the retirement system for

sound funding W o ,




Ten Things You Should Know About
Public Pensions Disclosure Changes

10 Things You Should Know About

 Significant State & Local regulation YN Peooo Dischodes Chsra

e GASB sets Accounting Standards i e

 GASB recent multi-year review

* New requirements do not impact
funding or plan contributions

* Pension liabilities are long-term

 New GASB term- “Pension Expense”

Aons e mmade over erachaymes careen nd diy tution

« “Actuarially determined contribution”

« Credit Agencies adjustments do not
change pension liability

 Still encourage policymakers to review
effectiveness of funding policies LU.“
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Public Employers Made Changes

 Have never been more
numerous or significant
than in the years
following the Great
Recession

« Differing plan designs,
pudgets, and legal
frameworks defied one-
size-fits all solutions

Spotlighy,

Significant Reforms to State Retirement

Keith Brainard and Alex Brown
National A of State

June 2016

Executive Summary

Although states have a history of making ad) 1o therr work fe

programs, changes to public pen-

ston plan design and financing have never been more numerous or significant than in the years following the Great
Recession.' The global stock market crash sharply reduced state and local pension fund asset values, from $3.2 trillion
atthe end 0f 2007 to $2.1 trillion in March 2009, and due to this loss, pension costs increased. These higher costs hit
state and local governments right as the economic recession began 10 severely lower their revenues.” These events
played a major role in prompting changes to public pension plans and financing that were unprecedented in number,

scope and magnitude.

Since this time, nearly every state passed meanmngful reform
10 one or move of its pension plans. Although the global
market crash and recession affected all plans, differing plan
designs, budgets, and legal frameworks across the country
defied a single solution; instead, cach state met its challenges
‘with tailored ch 10 1ts unique.

For example, some states faced legal limstations on how
much modification could be made 1o their existing retirement
plans. Other states did not require major law changes due 1o
their financial condition of the presence of automatxc adyust-
ments in their plan designs.

Balanced Objectives

Public pension reforms typically adjusted retirement plan
provisions while halancing multiple eakeholder obyectives:

+  For employees, competitive compensation that includes
income security in retirement,

«  For employers, a management tool to maximize the
training and expenience invested in ther employees; and

For taxpayers, public services performed in the most
effective and cost-efficient manser

These objectives can both conflict with and complement one
another, Retirement plan reforms focused on one of these
goals, to the exclusion of others, are likely to produce un-
intended negative outcomes. While public pension changes
took different forms throughout the country, reforms generally
kept those core features known to balance retirement security,
work force management, and cconomic cfficicncics sought by
stakeholders, mamely: *

Keith Braimard is rescarch director at the National Association of State Retirement Administrators
Alex Brown is research manager at the National Association of State Retirement Admunistrators
NASRA NASRA gratefully acknowledges the financial support from AARP 10 undertake this research project

Significant Reforms to Stote Retirement Systems, National Association of State Retirement Administrators, June 2016
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== Retirement Security o5




LIJAF & Manhattan Institute: Better
Teacher Retention - Cash Balance Plan

REPORT
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THE IMPACT OF CASH-BALANCE PENSIONS

W mmm QUALITY:

FIGURE 1.

Teacher Retirement Benefits and Teacher Attrition, New York City
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New Criticism: Teachers Do Not
Value Pension Benefits

Starts with a big
assumption, in St. Louis
teacher’s plan and then
concludes:

*Teachers simply do not
value their pension
benefits”; or,
*“Opportunistic resource
extraction” occurred by
senior teachers.

Totally unsupported by
the facts and the actual
situation in 1999.

Pension Enhancements Improve
Teacher Retention?

Ki
Summary Cory Koedel

® In 1959, 5t. Lowis Public Schoals [SLPS) made & 5 1al, retroactive imp
ta the pension benefit formula for public school teachers.

+  The retrosctive benefit improvement was expensive — in @ recent paper we estimate
that the implementation cass, in present value, was roughly 5166 milkon for the single
cohort of SLPE teachers working at the ime, or 552,000 on average per teacher (dollar
figures are in 2013 dollzrs). The erhancement slso commisted SUPS to providing pen-
sion benefits under the improved formula, which is st in place todary, for new hires.

. A policy rationale for the enhancement is that it increased teachers’ retention
incentives. However, we do not find any evidence that teachers’ netention out
comes responded to the changes in their pension incentives.

+  The proportion of SLPS's budget devoted to paying pension benefits for its teschers
has been rising in recent years. Although it would be irmesponsible to dlaim that
SLPSs pension-cast issues stem solely from the 1999 pension enhancement covered
in thiz brief, iz would be equally iresponsible to deny that the enhancement has
played an important role.

Policy Context

Unlike their privase-sector professional counterparts, public workers — including pubiic school
teachers —receive 3 significant fraction of their compensation in the form of a defined-benefit
[DB) pension. For St. Louis teachers, who are the focus of this policy brief. current pension costs
are over 20 percent of eamings (with 5 percent coming directly from teachers and the remainder
being paid by SLPS). These costs are only to cover pension benefits and do not cover other
benefits, like health insurance.

By design, benefit payments in DB plans are not directly tied to contributions a2 the individual
lewel; rathes, they are defined by a formula that depends on the employee’s years of service
ard salary. The S5LPS annuzl benefit formula — which has the same structure as other publiic
pension plans nationally — iz as follows:

B=F*FO5*FAS

% - : | af
Putifc Affisirs. His reseanch oreas include Economics af Edvcotion,
Lobar ics and Appiied i
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Six out of ten agree that public pensions
have made changes to keep promises.

Figure 38: How much do you agree or
disagree with the following statement
about public pensions, which are offered
to state and local government workers?

Do you strongly agree, somewhat agree, somewhat disagree, or strongly
disagree that public pensions have made the changes
they need to in order to continue providing promised benefits?

- Agree Disagree - Don't Know/Refused

a

oI
52 53
-¢ ] d

All Americans Democrats Republicans NAL INSTITUTE ON
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90% support pensions for policeffire.

Figure 31: 90 percent of Americans
support pensions for risky jobs like police
officers and firefighters.

Please tell me whether you (agree/disagree): Police and firefighters
have agreed to take jobs that involve risks and therefore deserve
pensions that will afford them a secure retirement.

4% <0«'|5%

Strongly Agree

Somewhat Agree
Somewhat Disagree
Strongly Disagree

Don't Know/Refused
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81% support pensions for teachers

Figure 32: 81 percent of Americans
support pensions for public school
teachers given their lower salaries.

Please tell me whether you (agree/disagree): Public school teachers
deserve pensions to compensate for lower pay.

Strongly Agree
Somewhat Agree
Somewhat Disagree

Strongly Disagree

Don't Know/Refused

L[L“ NATIONAL INSTITUTE ON
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92% see pensions as public
pensions as recruitment tool.

Figure 35: 92 percent of Americans say
pensions help recruit and retain qualified
employees.

Please tell me whether you (agree/disagree): Pensions are a good
way to recruit and retain qualified teachers, police officers,
and firefighters.

3%
I
. Strongly Agree
. Somewhat Agree
02%
Somewhat Disagree
Agree
Strongly Disagree
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Only 24% understand financing of public
pensions is shared responsibility.

Figure 37: Only about one-fourth of
Americans understand that taxpayers
fund only 24% of public pension benefits.

What percentage of public pensions do you think are paid for
by taxpayers.

&

. Less than 25%

. 25- 49%
24%
50 - 74%
Understand
75% or higher

. Don't Know/Refused
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Public Sector Has Median Employee
Tenure Equal to Twice the Private Sector

Median years of tenure with current employer for private and public sector employees,
1996—2012

10 -+
Q
8
Public sectar ______,...--""'""
? — ——
=]
& s
&
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3 _h e ————
2
1
a T T T T T T T 1
1996 19498 2000 2002 2004 2006 2008 2010 2012

Source: U.S. Bureau of Labor Statistics.
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Nearly nine of ten see pension benefit
payments as too low or about right.

Figure 34: Most Americans believe public pension benefit levels are about right.

The average retirement benefit for public workers is about $2,205 a month, though some may receive more or less depending on their
local cost of living. Judging based on what you think is reasonable, do you think that this amount of retirement income is:

B Toolow B AboutRight Too High B Don't Know/Refused
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Questions?
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National Institute on Retirement Security
www.nirsonline.org
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