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The Major Challenges to  
Public Sector Retirement Security 

For some state and local pension plans, unfunded 
pension liabilities threaten pension plan 
sustainability 
Employees whose primary retirement benefit is a 
defined contribution plan face the perils of 
inflation, investment, and longevity risk 
Most public pension plans face the challenge of 
achieving long-term rates of investment return that 
are consistent with their assumed rate of return 
 
 
 

 
 

 



A 50,000-foot view of public pensions in the U.S. 

~$3.6 trillion in assets 
~14 million active (working) participants 
▲ 12+ percent of the nation’s workforce 
9.56 million retirees and their survivors receive 
~$250 billion annually in benefits 
Annual contributions = $166 billion 
▲ $121 billion from employers; $45 billion from employees 

Of 4,000 public retirement systems, the largest 75 
account for 80+ percent of assets and members 
Aggregate funding level = ~74% 
 

 
 

 
 

 

 

US Census Bureau, Public Fund Survey 



 
 
 
 
 
 
 

Aggregate 
Public 

Pension 
Funding 

Level,  
FY 01 to 
 FY 14 



Size of bubbles 
is roughly 
proportionate 
to size of plan 
liabilities 

Latest Public Pension 
Funding Levels 



Key Facts About the 
Public Pension Community 

Approximately 85 percent of state and local 
government workers participate in some form of a 
traditional pension plan 
Virtually all others are in a defined contribution 
plan 
Public pension benefit levels have declined in 
recent years for many new hires and some already 
on the job 
Employee contribution rates have increased 
 

 
 

 



State and Local Government Workers 
and Social Security 

Twenty-five to thirty percent of state and local 
government workers do not participate in Social 
Security, including: 
▲ 40 percent of public school teachers 
▲ A majority of firefighters and police officers 
▲ Most to all workers in Alaska, Colorado, Louisiana, 

Massachusetts, Maine, Nevada, and Ohio 
▲ New hires in Alaska since July 2006 have only a defined 

contribution plan 
 

 
 

 



Key Facts About the 
Public Pension Community 

A typical public retirement benefit for a 20-year 
employee will replace roughly 35 percent of final 
average salary 
~50-55 percent for a 30-year employee 
Public safety workers usually will be higher 
Those who do not participate in Social Security 
generally receive larger pension benefits 
 

 
 

 



Relative change in private and state & local 
government employment, Jan-06 to Feb-16 

Bureau of Labor Statistics, compiled by NASRA 



Median 
change in 
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FY 01 to  
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Pension reforms in recent years 
Nearly every state modified public pension benefits, 
raised employee contributions, or both, from 2009 
to 2014 
Lower benefits: 
▲ higher retirement age 
▲ more required years of service 
▲ lower multiplier 
▲ longer vesting period 
▲ reduced, suspended or eliminated COLAs 
Increased use of hybrid retirement plans 
Two new defined contribution plans: 
▲ Oklahoma new state hires as of 11/1/15 
▲ Elected officials in Arizona since 2013  

 
 

 
 

 
 

 



“Significant Reforms to State Retirement Systems,” NASRA 2016 

States that 
reformed 
pension 
plans, by 

year, 2007-
2015 



 
 
 
 
 
 
 

States that increased  
employee pension contribution rates 

“Significant Reforms to State Retirement Systems,” NASRA 2016 



 
 
 
 
 
 
 

States that reduced employee pension benefits 

“Significant Reforms to State Retirement Systems,” NASRA 2016 



 
 
 
 
 
 
 

States that reduced automatic COLAs 

“Significant Reforms to State Retirement Systems,” NASRA 2016 



 
 
 
 
 
 
 

States with hybrid plans 

“Significant Reforms to State Retirement Systems,” NASRA 2016 



Combination hybrid plans 

Combo DB-DC plans feature a traditional, more 
modest pension combined with a defined 
contribution plan 
▲ Mandatory: GA, IN, MI, OR, RI, TN, UT, VA 
 All but Indiana were established since 2004 

▲ Optional in OH, WA 
 

NASRA Issue Brief: State Hybrid Plans, September 2015 



Statewide cash balance plans 

Cash balance plans feature pooled assets with notional 
accounts that pay a guaranteed minimum interest rate, 
with possibility of sharing “excess” investment earnings 
▲ Texas, for county and many municipal employees  
▲ Nebraska, for state and county workers  
▲ California, for some community college employees and 

as a supplement for K-12 teachers 
▲ Colorado, for most local public safety officers 
▲ Kentucky, for state and local workers (not teachers)  
▲ Kansas for all new hires since 1/1/15 

 

NASRA Issue Brief: State Hybrid Plans, September 2015 



Weighted average contribution experience 
by state, FY 01 to FY 13 

“The Annual Required Contribution Experience of 
State Retirement Plans, FY 01 to FY 13,” NASRA 



 
 
 
 
 
 
 

Employer (taxpayer) spending on public 
pensions, 1984 to 2014 

Source: NASRA, AARP 
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Change in distribution of investment return 
assumptions, FY 01 to present 

Jul 
20
13 



Median annualized public pension 
fund investment returns for selected 
periods ended 12/31/15 
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▲keith@nasra.org 
▲202-624-8464 
 

 

 
 


	Contemporary Challenges to Retirement Security: the Public Sector Experience
	The Major Challenges to �Public Sector Retirement Security
	A 50,000-foot view of public pensions in the U.S.
	Aggregate Public Pension Funding Level, �FY 01 to� FY 14
	Latest Public Pension Funding Levels
	Key Facts About the�Public Pension Community
	State and Local Government Workers and Social Security
	Key Facts About the�Public Pension Community
	Relative change in private and state & local government employment, Jan-06 to Feb-16
	Median change in membership, FY 01 to �FY 14
	Pension reforms in recent years
	States that reformed pension plans, by year, 2007-2015
	States that increased �employee pension contribution rates
	States that reduced employee pension benefits
	States that reduced automatic COLAs
	States with hybrid plans
	Combination hybrid plans
	Statewide cash balance plans
	Weighted average contribution experience�by state, FY 01 to FY 13
	Employer (taxpayer) spending on public pensions, 1984 to 2014
	Change in distribution of investment return assumptions, FY 01 to present
	Median annualized public pension fund investment returns for selected periods ended 12/31/15
	Slide Number 23


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.7

  /CompressObjects /All

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Preserve

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



