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THE THREE-LEGGED STOOL Government Programs
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> Pensions
EMPLOYEPR-LAS:gNSORED Defined Benefit: Employer promises a monthly check for life.

The Reality Check
Social Security is only designed to replace about 40% of an average
person’s pre-retirement income. It is a safety net, not a full lifestyle fund. I

srd Leg
9 Individual Choices (The Personal Growth)

The Concept: Accounts that individuals open and manage themselves, regardless
of where they work.
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ISt Leg-Governmentl Programs

1. Why is Social Security described as a ‘safety net’ instead of a full
retirement plan?
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3. If 6.2% is taken from every paycheck, what might be the benefit of
requiring everyone to participate in Social Security?

THE THREE-LEGGED STOOL
#1 Government Programs

#2 Employee-Sponsored Plans
#3 Individual Choices

2nd Leg-Employer Sponsored Plans

1. What is the main difference between a defined contribution plan (like a 401(k)) and a defined

benefit plan (pension)?

- r
f _ r |
4 |

=T 7 -l
2. Why is an employer match often called ‘free mo":yf’ -EI[/ ow es  bé t 1iployees?
' & ™ A i - T
' . £

{ [ =~

-

3. Why are pensions becoming less common in the private sector but still common for
govemment jobs like teaching?

3rd Leg-Individual Choices

1. What is the difference between a Traditional IRA and a Roth IRA?
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2. Why might someone choose to open an IRA.inster™1 ¢ W;” ely, g¢ a L 'K
from theirjob? | VatVA R B B
'y L _ _. ;

3. What are some examples of personal investments outside of a retirement
account, and why might people choose to invest this way?
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Read each scenario carefully and decide which category it belongs to:
Individual Choice
Employer-Sponsored Plan

Government Program.
Write the correct category next to each scenario..

1. Maria opens a Roth IRA and contributes money from her paycheck each month.

2. James has money taken out of his paycheck and his company ?;alr.hes 9% IntQ his 401(k)

3. Afterretiring, Mr. Lee receives a monthly Social Security check.
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7. Derrick ributes part ¢. ...s salary into a 403(b) plan through his job.

8. Afteryears of working, Ms. Johnson receives Medicare benefits.

9. Ava opens a Traditional IRA at her bank and deposits money regularly.

10. Ben works for a company that automatically enrolls him in a retirement "————'—-—“——‘————‘-‘—“—]
Business Education with Denise Leigh ©




RETIREMENT INCOME SOURCES:
THE THREE-LEGGED STOOL

How they relate to individual investment choices, employer-sponsored
retirement plans, and government programs.
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Government Programs ¢
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The Concept: This is the baseline. It's a mandatory A
"insurance” program managed by the government. .'" fll

How it works

Itis a "pay-as-you-go" system. Today's
workers pay for today's retirees.

Social Security

Most workers pay a 6.2% tax from
every paycheck into this system.

| The Reality Check

Social Security is only designed to replace about 40% of an average
person’s pre-retirement income. It is a safety net, not a full lifestyle fund.

Employer-Sponsored Plans ‘) 13
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The Concept: Retirement plans offered as part of a job's benefits package.

401(k) & 403(b)
Defined Contribution plans.
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Pensions

Defined Benefit: Employer promises a mi 1 for life.
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1. What is the difference

2. Why might someone choeseto-openaniRAinstead-of only relyingonadothl—
from their job?

3. What are some examples of personal investments outside of a retirement

account, and why might peopte choose torinvest thits way ?
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Ist Leg-Government Programs
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Read sach scenario carefully and decide which category it belongs to:
Individual Cholce
Employer-Sponsored Plan
Government Program.

Wirite the correct category next to each scenario..

1. Marm opens a Roth IRA and eontnbutes money from her paycheck each month, I |

2. James has money taken out of his paycheck and his company matches 5% intd his 401(k) |

3. Afterrefining, Mr. Leg receves amonthly Social Security check |

4. Tanya buys stocks Using an app on her phone outside of any retirement account | I

5. Carlos works for 8 school district and will receive a pension when he retires. |

6. Emily invests n fental property 1o earn income i the future | |

T. Derrick contributes part of his salary into a 403(b) plan-through his job | |

8. After years of working, Ms. Johnson receives Medcare benefits |

9. Ava opens a Traditional IRA at her bank and deposits money regularly | |
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10. Ben works for a company that automatically enrolls him n a
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Hi! My name is Denise Leigh. | have been teaching Business
Education for over 25 years! | love collaborating with business
educators all over the world. |1 am a 2022 Pennsylvania
Teacher of the Year Finalist and relentless lifetime learner and
lover of everything education. Engaging students and
connecting them to their world is my jam!

Thank you for exploring my resources and sharing my passion
for BUSINESS EDUCATION!

Denise Leigh is an expert
on student-led instruction.
She was featured on

CBS Pittsburgh for her

City Collaborative™
Project-Based Business
Education (PBL)
Classroom.
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