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Pensionomics 2012:
Measuring the Economic Impact of DB Pension Expenditures

Benefits pald by state and

{ocal pension plans support

a significant amount of
economic activity in the state of
Cannecticut, '

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's income, creating
a multiplier effect.

In 20089, expenditures stemming
from state and tocal pensions
supported. ..

= 29,005 jobs that paid 51.7
billion in wages and salaries

» 24 @ bitlion In total economic
auiput

s 728 0million in federal, state,
and tocal tax revenues

... Inthe state of Connecticut.

Each dollar paid out in penpsion
benefits supported $1.52in total
sconomic activity in Connecticut.

Eachdaliar "invested” by

Connecticut taxpayers in these
nlans supported $3.74 in total
econamic activity in the state.

Overview

Expenditures made by retirees of state and local government provide a steady economic
stimulus to Connecticat communities and the state economy. In 2009, 94,127 residents
of Connecticut received a total of $3.0 billion in pension benefits from state and local
pension plans.

The average pension benefic received was

Emplayer 82,682 per month or $32,187 per vear. These
- ggnst;;t;utlons modest benefits provide retired teachers,

lnvestfn:e nt
Earnings -~
45.57%

public safety persoanel, and others who
served the public during their working

careers income to meet basic needs in

“Employee
Contributions retirement.
13.88%
v Between 1993 and 2009, 40.55% of

Connecticut’s pension fund receipts came
from employer contributions, 13.88% from employee contributions, and 45.57% from
investment earnings.” Earnings on investments and employee contributions—not

taxpayer contributions—have historically made up the bulk of pension fund receipts.

Impact on Jebs and Incomes

Retiree expenditures stemming from state and local pension plan benefits supported
29,005 jobs in the state. The total income to state residents supported by pension
expenditures was $1.7 billion.

To put these employment impacts in perspective, in 2009 Connecticut’s unemployment
rate was 8.3%6. The fact that DB pension expenditures supported 29,005 jobs is

significant, as it represents 1.5 percentage points in Connecticut’s labor force.

Economic Impact

State and local pension funds in Connecticut and other states paid a total of $3.0
billion in benefits to Connecticut residents in 2009. Retirees’ expenditures from these
benefits supported 4 total of $4.6 billion in total economic output in the state, and §2.9
billion in value added in the state.

$2 .1 billion in direct economic impacts were supported by retirees initial expenditures.
An additional $1.3 billion in indirect impact resulted when these businesses purchased
additional goods and services. $1.2 billion in induced impacts occurred when employees
hired by businesses as a result of the direct and indirect impacts made expenditures.

Total Economic Impact 54.6 billion

Totals may not add up exactly due to reunding. For mors information on the data and methodology used for these estimates, please refer to Boivie, 1. 2012. Pensionomics:

Aeasuring the Economic Impace of DB Penstart Expenditures. Washington DC: National Institute on Reticement Security. www.nirsonline.org
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Economic Multipliers
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: E'é:'ch $L En't'a_x_payer' contribution
s toConnecticits staty' and ozal
‘pensigitplans supported 53,74
“in total outptin the statd. This ™ ]

;re flects the fack that taxpayer

i contributions are a minor source’
af financing for rétiremant
benefits—investment earnings
and emplovee contrtbutions

i finance the lion's share.

Taxpayer Contribution Factor®

$1.00
contributed by taxpayers to
Connecticut pensions over 30 vears

$3.74

total ouiput

Pansion Benefit Multiplier ] oy
. . Each 21 Instate and local pension

henefits paid to Connect'ircut

¢ residents yltimately supported

F1.52{n total output in the state.

This *muitiplier” incorporates

the direct, indirect, and induced

impacts of retiree spending,

as itripples through the state

SCONomYy.

$1.00

pension benefits paid 1o
retirees in Connecticut

$1.52

total output

se numbers, See the Techrical Append renort for deigils.

Impact on Tax Revanues
State and local pension payments made to Connecticut

4731 million
254 9 million
' $728.0 miltion

a ! .
residents supported a total of $728.0 million in revenue to Federal Tax

federal, state, and local governments. Taxes paid by retirees State/l.ocal Tax

and beneficiaries directly outof pension payments totaled
$77.6 million. Taxes attributable to direct, indirect and induced
impacts accounted for §650.4 million in: tax revenue.

Tatal

Economic Impacts by Industry Sector
The economic impact of state and tocal pension benefits was broadly felt across various industry sectors in Connecticur. The ten
industry sectors with the largest employment impacts are presented in the table below.

industry Empﬁa{ﬂzztsimpa:t Labﬁ;;:i:me Yalus Added Impact Output Impact
FoodServices and Drinking Places | 2294 | sea4cnass | eaaismae 5154918431
ReaiEstate Establishments 2110 527,650,179 $202573.742 5279598977
Physicians, Dentists, and other Health Practitioners 1.596 $141,393,980 5150877687 $243,122894
Private Hospitals 1331 109,105,285 116,459,205 $222,662.032
Nursing and Residential Care Facillties 1.239 555,393,285 $58,780.534 885388568
Retall Stores - Food and Beverage 844 $30,274.135 $49,159.035 £56,220390
Wholesale Trade Businesses 770 $75,043.611 £130,187.009 $176.233.304
Individual and Family Services 634 19553295 $19,608.375 $28,134.213
Retsil Steres - General Merchandise 519 515,440,512 25102752 $28,528,852
Private Houéehoid Operations 464 56,222 665 25,222,865 £6,452573

Industry totals include impacts from in-state pension payment only, and do not account for the recaptured “leakage” impacts from other states.
p p pay: ¥y P P



