EMPLOYEES RETIREMENT SYSTEM OF TEXAS (ERS)

Senate Bill 321: Designing
Retirement for Future Employees

v SB 321 should be expected to have little impact on
recruitment and retention—or perhaps even a positive
impact.

What Impact Will

Senate Bill 3 2 1 Have v Today 64% of new hires under 35 are expected to leave
) public employment within five years, forfeiting the ERS
On Re cruitment And contributions employers made on their behalf.
v

Only 14% of new hires under 35 today reach a full-
career unreduced retirement benefit, suggesting the
current ERS pension benefit is having little to no impact
on recruitment and retention.

v Recent academic research shows that early career workers are indifferent about retirement plan
enrollment—if they are aware of their employers’ offerings at all— and weigh pay and working
conditions more heavily in their early career decisions.

v~ Most local governments around the state already participate in similar cash balance plans offered by
TMRS and TCDRS without experiencing widespread human resource issues.

Retention?
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How Does the New Cash Balance Plan
Compare to the Current ERS Benefit?

v" The cash balance benefit is designed to meet the
clear needs of most members by combining a
guaranteed retirement annuity with enhanced
portability, making the future ERS benefit a net
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participants today to receive a comparable
benefit, and they can improve that benefit via ®
additional tax-deferred savings vehicles offered  semainne
by the state such as Texa$aver.
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Reason Foundation is a national 501(c)(3) public policy research and
education organization with expertise across a range of policy areas,
including public sector pensions, transportation, infrastructure,
education, and criminal justice. For more information about the
Pension Integrity Project at Reason Foundation, visit reason.org.
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