TR

4 -

. — A
: o
- v
A o
’
e T
50
£y
ol 4

111

v - -
Bl o
Eates
e
o
.’_A;_x..
s o

Closing the Gap:

The Role of Public Pensions
in Reducing Retirement
Inequality

Tyler Bond
Research Director, NIRS

October 17, 2023

NNNNNNNNNNNNNNNNNNN
Retirement Security
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Why This Research?

e Several Federal Reserve studies demonstrated that the
decline of pensions and rise of 401(k)s increased wealth
inequality and, conversely, adding pensions and Social
Security to the household balance sheet reduces wealth
inequality by race, income.

CLOSING THE
GAP

THE ROLE OF PUBLIC
PENSIONS IN REDUCING
RETIREMENT INEQUALITY
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e Given the historical importance of public employment T T \g\\
and related benefits to women and Black workers, what . S
is the distributional impact of public pensions by race,

gender and education?
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Key Findings

e Pensions reduce retiree poverty and near-poverty across race, sex, and educational
attainment. The anti-poverty impact of pensions is largest for Black and Latino retirees, as
well as for all retirees without a four-year college degree.

e Pension income is distributed relatively evenly among recipients by race, while public
pension income is distributed more equally by gender than private pension and 401(k)
income.

e Pension benefits currently in payment to 23.2 million adults aged 55 and older in the U.S.
represent $5.6 trillion in household wealth, boosting middle-class family net worth and
narrowing racial and gender wealth gaps.
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Public Employment and Related Benefits Are
Especially Important for Women and Black
Workers

Figure 1: Share of Workers Employed in Public Sector, by Race and Gender,
2018-2020
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en Women

All Races [IGKOEA 13.4% 18.8%

White 17.1% 14.6% 19.8%
Black 19.0% 16.1% 21.4%
Asian 12.1% 11.0% 13.3%

Latino 11.4% 8.6 15.0%

I.\e

Other 18.6% 17.3% 19.8%

Data source: Author’s analysis of CPS ASEC.
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Retirement Plan Participation Is More Level
by Wages in Public Sector than Private Sector

Figure 2: Public vs. Private Sector Employee Retirement Plan Participation Rates by Wage Quartile,

2022
State & Local Government Private Sector
Highest 25 percent 80%
Third 25 percent 64%
Second 25 percent 48%
Lowest 25 percent 23%

Data source: National Compensation Survey/Employee Benefit Survey.
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Pension Income Is More Equitably Distributed
than 401(k)/IRA and Property Income

Figure 3: Share of Adults Age 65+ with Personal Retirement Income Source, 2018-2020

401(k)/IRA Income  Property Income

Social Security Pensions Earnings (2020 only) (above $1k/yr)
All Adults Age 65+ 35.3 20.6 B 151 8.8
White 20.9 B 180 10.5
Black 19.4 KA 2.0
Asian | REX, 19.8 W25 6.5
Latino | e 19.8 | 40 3.1
Other B 296 18.2 KA 5.5
Men 25.2 B 206 9.7
Women 16.8 B s 8.0
<=HS Degree B 2o 147 |35 3.6
Some College/Assoc. Degree 35.8 20.7 B 29 7.5
Bachelor's Degree 84.2 38.2 25.4 . 18.1 14.3
Advanced Degree 48.3 30.7 - 254 18.5
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Pensions Have Significant Anti-Poverty
Effect for All Racial Groups

Figure 5: Share of Retirees above 200% FPL by Race, 2018-2020

Pension (Self or Family Member) No Pension

Latino 86% 49%
Other 88% A

200% of Federal Poverty Level in 2021 = $25,992 (singles), $32,758 (couples)
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Pension Anti-Poverty Effect Largest for Black
and Latino Retirees
Figure 6: Share of Retirees above 200% FPL by Race and Gender, 2018-2020

Men

Pension (self or family member) No Pension
Black 90% YA
Asian LY | 67%
Other 92% RS
Women

Pension (self or family member) No Pension
Black 79% R
Asian CRYN | 64%
Other 83% YA
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Anti-Poverty Effect Larger for Retirees
without a Bachelor’s Degree

Figure 7: Share of Retirees above 200% FPL by Educational Attainment, 2018-2020

Pension (Self of Family Member) No Pension

<= HS Degree 85% EER
Some College/Assoc. Degree 92% JENERRS
Bachelor's Degree 94% WIS
Advanced Degree Y  81%
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Pension Income Distribution by Race Is

Relatively Equitable

Figure 8: Average Pension Income among Recipients Age 55+, 2018-2020

Median

All Pensions

AllRaces RIEX:4
White $16.1K
Black $15.6K

Asian $19.4K
Latino $13.4K
Other $12.3K

Mean

All Races RIS
White $20.6K
Black $19.1K
Asian $22.0K
Latino $18.7K
Other $17.3K

All Pensions

Private Pensions
$11.0K

$11.3K

$9.6K

$12.4K

$10.2K

$8.5K

Private Pensions
$15.3K

$15.5K
$13.6K
$18.7K
$14.1K
$13.0K

Public Pensions

AR S

$21.9K

21.9K
243K

17.0K

17.3K

Public Pensions

248K

25.1K

26.0K
23.1K

nlualualalele
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20.7K
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Gender Gap in Is Smaller for Public Pension
Wealth than Private Pension Wealth

Figure 9: Average Pension Income among Recipients Age 55+, by Gender, 2018-2020

(2020 dollars)

Median
All Pensions

Men $18.6K

Women ERIENIS

Mean

All Pensions

Men §22.5K
Women BB

Private Pensions
$13.4K

$8.1K

Private Pensions

$17.8K
$12.4K

Public Pensions

$24.7K

$18.6K

Public Pensions

$§27.5K

$22.5K
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Those with Higher Levels of Education
Have More Pension Income

Figure 10: Average Pension Income among Recipients Age 55+, by Educational

Attainment, 2018-2020

(2020 dollars)
Median

<= HS Degree $11.2K
Some College/Assoc. Degree EIEWIS

= pad
o Y
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@, 0,
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Bachelor's Degree $19.8K
Advanced Degree $25.8K
Mean

<= HS Degree $14.9K

Some College/Assoc. Degree RIERIS
Bachelor's Degree $23.6K

Advanced Degree $28.3K

Private Pensions
$8.7K

$10.5K
$13.6K
$18.2K

Private Pensions
$12.2K

$14.4K
$18.7K
$22.0K

Public Pensions

$14.9K
$19.4K

$24.3K
$28.8K

Public Pensions
$18.8K

$§22.2K

$26.9K
$30.6K
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Pension Wealth Is Equitably Distributed
by Race

Figure 11: Average (Mean) Wealth Value of Pensions in Payment to Adults Age 55+,
by Race and Pension Type, 2018-2020

(2020 dollars)

All Pensions Private Pensions Public Pensions

All Races [RYZVI4 $165K 315K
White §242K $166K 315K

Black §238K $154K 312K
Asian $§261K $197K 343K
Latino §245K $158K 329K

Other §224K $162K 273K
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Gender Gap in Pension Wealth is Lower for
Public Pensions than Private Pensions

Figure 12: Average (Mean) Wealth Value of Pensions in Payment to Adults Age 55+,
by Gender and Pension Type, 2018-2020

(2020 dollars)

All Pensions Private Pensions Public Pensions

Men §258K $189K $335K

Women [Ey#id4 $§137K §299K
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Pension Wealth is Also Higher for Those
with Higher Levels of Education

Figure 13: Average (Mean) Wealth Value of Pensions in Payment to
Adults Age 55+, by Educational Attainment and Pension Type, 2018-
2020

(2020 dollars)

All Pensions Private Pensions Public Pensions
<= HS Degree $131K §231K
Some College/Assoc. Degree S$160K §287K
Bachelor's Degree S199K $348K
Advanced Degree $234K $388K
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Public Pension Wealth is Distributed More
Equitably by Race/Gender than Private
Pensions and 401(k)/IRA Assets

Figure 14:
Distribution of
401(k)/IRA and
Pension Wealth
among Adults Age
55+, by Gender and
Race, 2018-2020

(Percentage of asset category)

% of Total Population
Age 55+

All Races 61.4 54.2 61.8
White 54.1 44.4 51.0

Men 401(k)/IRA Pensions (All) Private Pensions

Black [ 4.4 19 | EE 4.4
Asian/PI | 2.0 2.8 | 14 2.1
Latino l 48 2.0 l 3.2 3.2
Other | 1.0 0.6 | 0.9 1.1
. ,
Women 7 of Total Population 401(k)/IRA Pensions (All) Private Pensions

Age 55+

All Races 38.6 4538 38.2
White 33.5 36.3 31.0

Black [l 5.9 1.2 Bso 3.7
asian/Pl || 2.5 2.3 |11 0.9
Latino [ 5.4 1.2 |27 2.1
Other | 1.1 0.4 |07 0.5

Public Pensions

40.3

l 42

|1.0

|3.1

|09

Public Pensions
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Pensions Boost Older Family Net Worth
at the Middle of the Wealth Distribution

Figure 15: Median Net Worth including Wealth Value of Pension Income, Families Age
55+, by Race, 2018-2020

(Thousands of 2020 dollars)

Standard Net Worth (without Pensions) Increase from Private Pensions [} Increase from Public Pensions

AiRaces 225 5

White

Black

Asian

Latino

Other

311 38 411

34 . 63

401 25 451
64 I 85

81 121
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Pensions Increase Wealth for Older
Black Families

Figure 17: Percentage Increase in Net Worth of Families Age 55+ from Wealth Value of
Pension Income, by Race, 2018-2020

Private Pensions [JJj Public Pensions

Median Family Wealth

Asian 6.3% 12.5%
Latino | 22.8% 9.6% 32.4%
Other 17.5% 48.3%

Mean Family Wealth

All Races 10.6%

White SRk 9.9%
Black 8.6%

. 5.4%

Latino 5.0% QIS 15.5%

Other 5.0% 13.4%
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Pensions Narrow the Racial Wealth Gap
among Families Age 55+

Figure 18: Change in Distribution of U.S. Older Family Wealth after Adding Wealth Value of
Pension Income

Change in group median family wealth as a percentage of population median family wealth

White 134.1% €= 138.4%

Black 15.0% == 20.5%

Asian 147.2% € 178.1%
Latino 27.8% &28.6%

Other 36.2% 9 39.5%

Change in group mean family wealth as a percentage of population mean family wealth

White 118.1% €118.8%

Black 29.4% = 33.9%

Asian 123.1% €= 129.2%
Latino 40.6% Y 42.4%

Other 53.3% P 54.7%
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Conclusion

» Pensions are a critical bulwark of middle-class retirement security
alongside Social Security

 Pensions have the largest anti-poverty and wealth-building effects on
historically disadvantaged groups including women and the Black
community

 Pensions—especially public pensions—are an important household
asset that reduce wealth inequality

National Institute on Retirement Security 19




State Findings Detailed in Clickable Map
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State Findings Detailed for Pensionomics

What is the economic impact of state and local pension plans in your
state? Click on a state to download a Fact Sheet with details.

NOTE: Guam, Puerto Rico and the U.S. Virgin Islands are not included in this study.

OKLAHOMA

Key Findings

Benefits paid by state and
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ANt amount of
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State Findings in Fortifying Main Street

What is the impact in your state? Click on a state to download a Fact Sheet with
maps detailing the impact. PRI Fortifying Main Street:

The Economic Benefit of Public Pension Dollars in Rural America

=
LINEASOLUTIONS

Table AS. Florida County Data

Key Findings | putation

Average percent of Gross. County County | 2018 Pension

FLORIDA

Domestic Product (GOP) for e Name Type
Calsat ot
el
Metropalitan 0.8% 1 Alachua B
= Micropolitan: 37% 2 Baker Micropoitan
- Rural 4 6% 3 Bay
* Total average percent of DR 3 Brevard
uh KS

Table A5, Florida County Data (continued)

5[ Chareme
g Gtz

Average percent of Total
Porsanal incame {194 for sach
county type in the state

| Benefits
Benefits  as a % of

Capital 6% nonsisa County | County | 2018 Pension Change
- Metropaitan 07 SEaeE | we| S Benafite || 23 %0f | Total f
Micropoitan: 30% Mieropostan | S0ESZEA | we GDP | Personal| 2°%°
Rurat o4k oo | SESEEROT income | 2
24T | - e gt
Tokal WOk PRARE LTI SRR 35 =3 Metropoitan | $174,605,25510 | D6o% | 045% T16%
the state:07% T
iropastan | STI083 16294 | 36 [Leon (Capitall| Metropoiitan | $462110136.45 355% 2215%
Micropobtan | $72854.39409 Lovy Mictopolitan | $28,728209.78 | 200% 1835%
Tierty Rural | SNei257627 SE. | 20457

opolita

= poitar 616.310.80
Marion Metropolitan | $147,812,914.34 160% e 39.03%
Mheropobtan Martin | Metropo 126346924 | 100% 513 26975
1 43 Miami-Dade | Metropolitan | $836,658,274.00 0.57% 061% 22.55%
SeHAING 23 Monroe | Metropoitan | $3567441114 | 084% 0:52% 573
Tiopsitan | SETSAR08 | A5 | sy | Wetopokan | 530065267 | WOk | 07 | daeok
Serasoas | 46 | Okaloosa | Metropoitan | $83,717,65512 | O080% | 083% 2A57%
| Tiropaitan | 3804305255 47 | Okeechobee | Micropoitan | $23.239,08124 | 202% 1827 T56TH
32| Jeferion | Miropoitan | $2A06 4236 @ Orange | Metropoitan | $308955743.00 | 0.35% 0.50% 5403%
T | et | fud RZRE828 | 4 | Gscacla | Metropoiitan | $53.20185400 | 064k | 043K T334
7 T L 0| SUREONET S0 | Paim Beach | Metropoiitan | $440,549,718:76 | O.61% 037% S36%
£ Pasco Metropolitan | $1548386327 | 1384 | 071% 56.52%
52 Pinellas | Metropolitan | $354038213.00 | 075% | 068% 584%
£ Polk | Metropolitan | $236,564 66007 | 105% | 084k W
54 Putnam | Metropoitan | $59,190,93.11 295% 251% 531%
55 | Stlohns | Metropoitan | S105)60,402.23 | 143% 061 106.49%
56 St Lucie Metropoiitan | $102,459,69135 123% o081% 66.65%
57 Santa Rosa | Metropolitan | $74,366.224.44 194% 0.93% 52.32%
58 | Sarasota | Metropoittan | $127,088511.00 | 07% 0.46% 305%%
59 Seminoke | Metropolitan | $153,993,049.00 0.78% 067% 2810%
62 Sumter Metropolitan | $55,25042350 | 222% 0.93% 141.36%
&3 Suvannee | Meiopoltan | $36,87353632 | 336% | 252% 26.83%
64 Taylor $17,943,667.00 210% | 273% 1229%
65 Union | Micropolitan | $17,06220988 | 600% | 54Tk 4%
6 | Volusia_| Metropoiitan | $256,985,55486 | 1.56% R 2350%
Wakulla | Mciopoltan | $4294721268 | 709% | 357% Zio6%

. . . . . . |
NOTE: Guam, Puerto Rico and the U.S. Virgin Islands are not included in this study. e e

69 | Washington | Micropoiitan |

https://www.nirsonline.org/resources/fortifying-main-street/
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Questions
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