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Agenda
• Good news on Teacher Pensions 
• Pensionomics 2018 – Win for Economy 
• Retention value of pensions – Win for 

teachers and students
• Bang for the Buck and Win, Win: pensions 

benefit all stakeholders 
• Tools from NIRS – State Fact Sheets
• Favorable Views on Teachers’ Retirement  
• Q&A 
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Women Who Worked  in Education 
Have Highest Incomes among 
Households Age 65 and Older
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J. Brown, Shortchanged in Retirement, NIRS 



Pensionomics 2018: What We Found

• In 2016, expenditures from public and private pension 
benefits supported:

– $1.2 trillion in economic output nationwide

– 7.5 million jobs that paid $386.7 billion in income

– $685 billion in value added nationally

– $202.6 billion in federal, state, and local tax revenue
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What We Found: Multiplier Effect
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What is the total economic impact of each 
dollar paid out in pension benefits?



What We Found: Taxpayer 
Investment
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What is the “return” on each dollar taxpayers 
“invest” in state and local pension plans?



Pensionomics 2018: 
Economic Impact On Minnesota 
Expenditures from MN Public 
Pension benefits supported…
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• Over $7.2 billion in economic 
output in MN

• Over 48.1 thousand jobs that 
paid over  $2.4 billion in income

• Over $627 billion in value added 
nationally

• $1.5 billion in federal, state, and 
local tax revenue

Each $1 that MN taxpayers pay 
into plans = $9.83 in economic 
output.

Source:  NIRS calculations using IMPLAN  in Pensionomics 2016



Minnesota Retirement Systems Used 
Pensionomics 2016 in Pension Reform
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In Contrast to Minnesota –
Kentucky TRS Pension Reform 2018
• GOP governor and legislature committed to move teachers from 

DB pension to DC 401(k) plan and to cut retired teachers’ COLAs.
• During legislative session, outside groups (LJAF and Pew) and 

“dark money” implemented an anti-pension campaign with the 
Chamber of Commerce as another player. 

• In last hours of the session, SB 151 passed putting future teachers 
cash balance plan and eliminated the inviolable contract for 
teachers starting in 2019, future legislators to make more cuts.

• SB 151 did not have the required actuarial analysis at the time of 
the vote, as required for pension legislation. The bill would have 
shifted third of pension costs to local school districts, but did little 
to restore funding of legacy plan.

• On June 21, 2018, a Circuit Court judge on struck down 
controversial pension reform law deeming it unconstitutional based 
on the Attorney General’s lawsuit. 
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UC Berkeley: Are California Teachers 
Better Off with a Pension or a 401(k)? 
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While CalSTRS has four 
out of 10 new hires leave 
before vesting in any 
given year they represent 
less than 6 percent of the 
classroom teachers.

It is misleading to use 
young, new-hire turnover 
to represent the majority of 
teachers as a whole. 

http://laborcenter.berkeley.edu/pdf/2016/California_Teachers_Pension_401k.pdf



UC Berkeley: Are California Teachers 
Better Off with a Pension or a 401(k)? 

11

• For six out of seven CA teachers, CalSTRS  provides a 
greater retirement income compared to a 401(k) plan.

• CalSTRS DB benefit is greater than a generous cash 
balance plan at age 56, when 79% of active educators 
are still teaching.

http://www.calstrs.com/sites/main/files/file-attachments/californiateachersbetteroffwithapensionor401k.pdf



Teacher Pensions vs 401(k) Plans  
Start with Demographic Profiles of 6 States
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NOTE: Colorado PERA includes non-teachers.



Across the Six States Teacher 
Service Distributions Varied
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NOTE: Colorado PERA includes non-teachers.



Teacher turnover and retention 
shaped by pension benefit policy
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NOTE: Colorado PERA includes non-teachers.



65% of teachers will serve 20+ years
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68% of teachers will serve until 
retirement eligibility
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By early retirement, pension is 
worth significantly more than 401(k)
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81% of teachers better off with pension 
than 401(k) with typical individual 
investor
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Bang for the Buck: 3 Reasons Why DB
Is a Better Value Compared to DC

1. Pool the longevity risks.
2. Maintain optimally balanced 

investment portfolio 
compared to down-shifting to 
a lower risk/return asset 
allocation.

3. Higher investment returns
and lower fees investors.
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https://www.nirsonline.org/wp-content/uploads/2017/07/bangforbuck_2014.pdf



Still A Better Bang for the Buck: 
Compares 3 Plan Designs Providing 
$2,700 & DB Pension Costs Less

DB plan
• Typical asset allocation and fees.

Individually Directed DC 
plan
• Target Date Fund (TDF).
• Average fund fees, modest 

“behavioral drag.”

“Ideal” DC plan 
• TDF with same glide path.
• Same DB fees, no behavioral drag
• No employee choice.
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Contribution needed to 
fund DB plan is 16.3% 
of payroll.

https://www.nirsonline.org/wp-content/uploads/2017/07/bangforbuck_2014.pdf

Presenter
Presentation Notes





Summary:  DB Plan Delivers Same 
Benefit at About Half the Cost 
of DC Plan
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https://www.nirsonline.org/wp-content/uploads/2017/07/bangforbuck_2014.pdf



Texas Teachers Retirement System 
Benefit Design Study Added:

Comparison of Multiple Plan Designs 

22TRS of Texas. 2011. Pension Benefit Design Study.  



Simulations of DC plan 
probable outcomes for 
employees.

• Workers would have 
only a 50% chance of 
reaching 60% of the 
benefit provided by 
the DB plan, at the 
same cost.

Texas TRS Study Added: 
Pension Benefit Simulations

23TRS of Texas. 2011. Pension Benefit Design Study.  



Colorado Pension Design Study
A Comprehensive Study Comparing the Cost and Effectiveness 
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Office of the 
State Auditor
Considered 
Alternative Plan 
Designs Costs

SAME BENEFIT 
for a 30-year 
Employee at 65

Source:  Colorado Office of the State Auditor and GRS



Win Win: Key Findings for Schools, 
Students and Teachers
1. DB plans help employers recruit 

and retain committed teachers.  
Schools benefit from teachers’ 
increasing effectiveness. 

2. DB pensions better address 
obstacles to retirement income 
security and a majority of teachers 
have adequate benefits.

3. The public strongly supports DB 
pensions for teachers and 
acknowledges their retention 
effects.

25https://www.nirsonline.org/wp-content/uploads/2017/11/win-win.pdf



Win, Win:  DB Plans Give School An 
Effective Recruitment & Retention Tool
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DB pensions create economic  incentives for experience 
teachers to stay by deferring some compensation 



DB plans result in more predictable retirement ages for teachers, 
so schools can plan for turnover.
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Win, Win:  DB Plans Also Provide 
Predictable Retirement 

https://www.nirsonline.org/wp-content/uploads/2017/11/win-win.pdf
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Win, Win: DB Pensions Overcome 
Obstacles Including Investment Risks



DB pensions help provide teachers with a decent standard of living 
in retirement, and do so more effectively than a DC plan.
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Win, Win:  Overcoming Obstacles – DB 
Plans Lower Costs for Income Security

https://www.nirsonline.org/wp-content/uploads/2017/11/win-win.pdf
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Win, Win: DB Pensions Overcome 
Retirement Obstacles with More Equity 

https://www.nirsonline.org/wp-content/uploads/2017/11/win-win.pdf



Decisions, Decisions:  
Findings
• Overwhelmingly, public 

employees choose the DB 
pension as retirement plan, 
when offered a choice.

• Shift to DC does nothing to 
address underfunding of DB.

• When legislatures encouraged  
the DC plan, employees still 
choose the DB plan.

• DC plans are less cost 
efficient than DB plans.
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https://www.nirsonline.org/wp-content/uploads/2017/11/final_decisions_2017_report.pdf
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Decisions Decisions: Most 
Employees Choose a DB Plan

https://www.nirsonline.org/wp-content/uploads/2017/11/final_decisions_2017_report.pdf
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Decisions Decisions: States 
Encourage DC – Utah and Florida
» Utah’s public employees must choose either 

the DB/DC or DC only plan and Utah created 
open contribution liability for employees in 
DB/DC the plan. Still only 20 to 25% of 
employees select the DC-only plan.

» Florida ERS offered DB or DC choice since 
2002 with about 25% choosing DC. Lowering 
DB benefits in 2008 move 5% more to DC but 
when DC benefits were lowered the choice 
switched back.  Now moves its default to DC! 

https://www.nirsonline.org/wp-content/uploads/2017/11/final_decisions_2017_report.pdf



Education Leads The Top-Ten Industries 
Where Millennials Work
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Millennials in Education Have High 
Access - Confused about Type of Plan
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SIPP self-
reported data 
included type of 
plan:
Just 16.3%  
indicated they 
had access to 
a DB plan.
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Tools: State Retirement System 
Fact Sheets Via Interactive Map 

https://www.nirsonline.org/resources/nirs-fact-sheets/
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Snapshot Fact Sheet --
Teacher Retirement System 

How does the Teacher’s 
Retirement System help 
stakeholders?

Where does the money to 
fund the Retirement system 
come from?

How much does the DB 
pension plan save?
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Snapshot Fact Sheet –
Teacher Retirement System 

Key Facts about TRS

Funding Experience
• How much money does 

the System have?
• History of Contributions 

to System

Summary of Pension 
Changes

State Pensionomics Data    
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Background Resource
Teacher Retirement System
• What is Actuarial Determined 

Contribution or ADC? 
• How much of ADC paid each year?

Source: NASRA http://www.nasra.org/files/JointPublications/NASRA_ARC_Spotlight.pdf.   

http://www.nasra.org/files/JointPublications/NASRA_ARC_Spotlight.pdf
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Why Pensions Fact Sheet
Why Pensions Work for Taxpayers, Teachers
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74% of Americans Support Pensions 
for Teachers.

1

https://www.nirsonline.org/wp-content/uploads/2017/06/2017_opinion_nirs_final_web.pdf

44%

31%

11%

6%
8%

Strongly Agree

Somewhat Agree

Somehwhat Disagree

Strongly Disagree

Don't Know
agree

extent

Q: 
To what extent do you agree or 

disagree with the following statement?  

Public schoolteachers 

deserve pensions to 

compensate for lower pay.
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83% of Americans See Public 
Pensions as a Recruitment Tool. 

1

https://www.nirsonline.org/wp-content/uploads/2017/06/2017_opinion_nirs_final_web.pdf

45%

38%

7%
2%

8%

Strongly Agree
Somewhat Agree
Somehwhat Disagree
Strongly Disagree
Don't Know

Q: 
To what extent do you agree or 

disagree with the following 

statement?  

Pensions are a good way to 

recruit and retain qualified 

teachers, police officers, 

and firefighters.



Conclusions
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• Real threats for teacher pensions. More appear each 
day. New efforts to drive an unfairness wedge between 
young and experienced teachers. Need to educate new 
teachers about DB pension benefits.

• Critics of DB plan have funded research that pits 
younger and older teachers against one another with a 
push toward cash balance and DC retirement plans. 

• You can find help on challenges on NIRS Website:  
www.nirsonline.org

http://www.nirsonline.org


National Institute on Retirement Security
www.nirsonline.org

Questions?
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