RETIREMENT SECURITY FACTS

PENSIONS HELP WORKERS + THE ECONOMY

MYTH: “Public employee benefits are bankrupting state and local government.”

FACT: The market collapse is the primary cause of the fiscal woes. Most of the increased
y employer costs to CalPERS are attributable to the market collapse.!

] California economy benefits from pension fund investment. Approximately $35 billion
FACT. is pumped into the state’s economy by pension investment.?

MYTH “Current retirement benefits are not sustainable for local and state government.”

Taxpayers pay only a fraction of the tab for public employee pensions. Seventy-five
FACT: cents out of every retirement benefits dollar is made from investments. The remaining
amount is shared by the employer-employee; most employees contribute toward their
own retirement.®

MYTH: “Public employee pensions are too generous.”

The average public employee retirement pension in California is less than what's
FACT: needed to get by. The average pension retirement check in California is about $25,000
y a year.* According to the California Budget Project, a single adult needs $28,000 just to
get by in California.®

MYTH “Money paid into the employee pension system benefits only the employee, not
taxpayers.”

On average, each dollar invested by employers yielded a return of about $8.55 in 2006
to the California economy, after being matched by employee contributions.®

FACT:
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California public retirees put back $2 into the economy for every $1 they receive in
pensions. Overall, retirees generated an economic impact of more than $25 billion to
the state in 2006 (as spending from benefit checks work its way through the economy)
known as the "economic footprint.” This economic activity created more than 174,000
jobs.”89

FACT:
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MYTH: “The private sector is abandoning traditional pension plans because they are too
) expensive, and the public sector needs to face the same reality.”

Pensions are the most affordable and secure method of paying for retirement.
FACT: Defined benefits pensions earn higher rates of return than 401ks'™ and cost far
less to manage (18 cents per $100 invested for pensions vs. $1.35 per $100 for
mutual funds).™

“Reducing retirement benefits for future retirees will mean more money for
MYTH: schools, roads and health care.”

There will be no impact on public budgets for as long as 20 years. Even those who

FACT: support reducing future retirees’ benefits admit that the savings for the state and
local budgets would not be seen until those employees retire — around 20 -30 years
from now."?

) “Individual investment accounts are the way of the future. They give people more
MYTH: for their money.”

401k-style, defined contribution plans produce lower rates of return than pensions.
FACT: An exhaustive study of Nebraska's abandoned system showed a return of 6-7% for
defined contribution vs. 11% for traditional pension plan.”™ Over most of the last 15
years, traditional pensions outperformed defined contribution plans. The difference
was especially marked during the 2000-2002 bear market (Watson Wyatt).*
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