Triple Threat Pension Debt

THE PROBLEM. At more than $50 billion in debt1, our pension plans for state and school workers are
among the worst funded in the country.? Without reform, Pennsylvanians face cuts to services, teacher
layoffs, higher property taxes, and even seeing cities go bankrupt. These dire threats make pension
reform urgent.

' WORST BEST

50. lllinois (40% funded]) 4. South Dakota (93% Funded]
49, Kentucky (43% funded) . 2. Washington/North Carolina
48. Connecticut (49% funded]) (95% funded)

33. Pennsylvania (64% funded) 1. Wisconsin [100% funded)

THREAT #1-TEACHER LAYOFFS

The projected increase in school pension costs equals the salary of
33,000 Pennsylvania teachers. That is, nearly 1in 3 teachers would have
to be laid off to make these payments. In terms of taxes, these pension
costs would result in an increase of $900 annually per family of four.’

THREAT #2-PENSIONS CROWDING OUT ESSENTIAL

GOVERNMENT SERVICES

Just four years ago, pension costs were less than 3% of the state’s
general fund budget. By 2018, they will consume nearly 10% of the
budget,’ squeezing out education funding, public safety, transportation,
and other services.

THREAT #3-INCREASINGLY VULNERABLE PENSIONS

After filing for bankruptcy, Detroit recently took the unprecedented
measure of cutting pension benefits for retirees. Some retirees will see a
4.5% cut in benefits. Pensions were previously considered untouchable,
but federal courts ruled the cuts were allowed under bankruptcy.’
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