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Chair Peterson and members of the committee, thank you for the opportunity to offer our brief
comments on House Bill 473.

My name is Zachary Christensen. | am a managing director of the Pension Integrity Project at
Reason Foundation, a national 501(c)3 public policy think tank that aims to promote
responsible policies for public retirement systems. Over the last decade, our project played a
technical assistance role in over 50 state-level retirement system reforms in states like Texas,
Michigan, Arizona, Colorado, South Carolina, Florida, North Dakota, and Mississippi.

House Bill 473 (HB473) addresses a common issue found among public employee retirement
plans. Pension plans depend on regular contributions to fund the benefits that will become
available to workers upon retirement. Typically, these contributions are split between the
employee and employer according to rates established beforehand or when a public worker is
hired. Employees in the Ohio Public Employees Retirement System (OPERS), for example,
contribute 10% of their paycheck, while their employer contributes an amount equal to 14% of
that member’s pay. These rates are a key part of the decision-making and bargaining that takes
place between the employer (in this case, local governments) and a potential hire.

In an effort to compete for high-value workers, some local employers offer to cover all or part
of an employee’s retirement contributions, a practice commonly known as a “pickup.” While
the intent of this strategy is honorable—it is in the public’s interest to have experienced and
capable government employees—the practice distorts the cost and the purpose of a
collaborative retirement plan.

The reasoning behind a retirement plan in which both employees and employers share the
contribution load (by far the most common approach among government pensions) is that it
signals to both parties that they are contributing to the same shared goal of a secure
retirement. While pickups have no impact on the total amount going toward contributions,
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they create unnecessary complications with government transparency and cost. Policymakers,
administrators, and the public usually evaluate the compensation of public workers based on
the hourly wage or salary offered, with pension costs listed and evaluated separately. A pickup
arrangement is certainly part of an employee's total compensation, but it is commonly
overlooked since it is part of the larger retirement package offered to all public workers.
Analysis comparing compensation between different local government employers usually isn’t
sophisticated enough to include the variety of pickup arrangements between each employer
and employee. It would better serve the public to make the costs of public service as
straightforward as possible without creative compensation strategies.

As local governments compete for the best public employees, they should do so using clear,
transparent, and undistorted compensation. By banning the practice of pickups for Ohio’s
public employers, HB 473 would ensure that pension contributions are transparent and in line
with the goals of shared responsibility, all while not hurting local governments’ ability to offer
attractive compensation packages to remain competitive with today’s workforce.

Thank you again for your time, and | would be happy to answer any questions.
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