
Fact Sheet 1


SUMMARY
Dismantling and replacing the traditional pension system with new private accounts will result in higher costs for taxpayers and bureaucratic chaos.
Taxpayers will  foot the bill for the high costs to transition from a proven traditional pension system to a radical new system of millions [thousands] of private accounts.
Across the country,14 million workers are active employees in the public pension system.  There will be substantial costs to shut down the traditional pension, set up millions [thousands] of private accounts, and educate participants.

For example, in California the estimated transition cost is $7.6 billion – and even the most optimistic projections say savings will not be realized for at least 10 years.  Los Angeles County actuaries found that the county would not see any net savings for the 20 years.
Florida modified its traditional system to give workers the option to move to private accounts.  After spending $89 million to set up these accounts, fewer than 5 percent of the workforce opted to move. 
According to an actuary for the West Virginia teacher retirement plan, the new private account system had significantly higher costs to taxpayers than the traditional pension system.  The actuary also found that switching back to a traditional pension system will save taxpayers millions of dollars annually in pension contributions.  West Virginia switched back to a traditional pension plan.  
On top of these costs, taxpayers will incur a new direct cost to pay for death and disability pension benefits.  These benefits – critical for police, firefighters and others in hazardous occupations – are part of the traditional pension program, but not a component of private accounts.  Governments will have to pay commercial insurance companies to set up death and disability plans, or separately fund the plans themselves.  Either way, taxpayers pay more.
Setting up and implementing a new system will be complex and chaotic.

Setting up and implementing a new system of private accounts could potentially involve moving millions [thousands] of workers.  
Moving millions [thousands] of workers to a new system of private accounts will be chaotic.  In addition, a whole new complex bureaucratic structure will be needed to set up and manage these accounts.  Educating public sector workers on the private accounts and how to invest will be costly and time-consuming.  The costs and time lost are better spent providing services to taxpayers.

challenging and time consuming.


Local, state and national economies will suffer as a result of lower investment returns from private accounts.

Public pensions are an important and continuous source of economic stimulus to every state, city, and town across America.  In fact, the traditional system distributes more than $130 billion annually into the economy, more than the total economic output of nearly half of the states. The pooled and professionally-invested assets in traditional plans are estimated to add $240 billion more in economic stimulus each year than what the same money would provide were they invested in private individual accounts.
A shift to private accounts will have a dramatic and detrimental impact on local economies because businesses depend upon the stimulus of investment income from the traditional pension system.   
Taxpayers can’t afford to lose a high quality, experienced workforce.   

The traditional pension system attracts and retains valuable and experienced civil servants – many of whom are in vital and high-risk jobs.   These workers fight fires, protect our streets, educate our children, and provide medical care.

Many cities and states already have labor shortages and high turnover.   A new system of private accounts – with lower, unstable retirement income – will further diminish the ability to attract and retain a solid workforce that serves taxpayers – especially for high risk and stressful positions.

Taxpayers will pay for workers who outlive inadequate, unstable retirement savings.  

Not everyone has the time, resources, or experience to be good investors.  Some will win, but most will lose.  It is unreasonable to expect individual investors to outperform the professional investors who manage traditional pension assets.
Under a new system of private accounts system, many workers will find they have lower and inadequate retirement income.   Under the current system, public workers’ already have modest pensions – an average of $19,500 per year.  In West Virginia, private accounts for teachers have left workers less prepared for retirement – so much so that they switched back to the traditional plan.  
We can continue to provide a modest, stable pension to workers who have spent a career providing essential public services.  Otherwise, taxpayers will pay for higher wages and increased training costs to attract new employees, and public assistance to support more retirees who outlive inadequate, unstable retirement income.  
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A New Pension System Will Be Costly & Chaotic 
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