
The Primary and Supplemental 

Retirement Plans of State and 

Local Governments 

 
October 14, 2014 

Joshua Franzel, PhD  

Vice President, Research 

Center for State and Local Government Excellence  

Washington, DC 

 

jfranzel@slge.org 

This presentation has been created for general information purposes. It is not intended to give financial or professional advice. 



The U.S. State and Local Government 

Pension Plan Context 

• 50 states + about 90,000 local governments (2012); 

14.4 million full time employees (2012) 

 

• About 4000 state and local government public employee retirement 

systems  (2012); 19.6 million active and inactive members and 9 million 

retirees (2012) 

 

• 86% of state workers have access to a defined benefit pension plan; 

43% have access to a defined contribution plan (2014) 

 

• 82% of local workers have access to a defined benefit pension plan; 

30% have access to a defined contribution plan (2014) 

 

• Note: about 30% of state and local workers do not participate in Social 

Security 

 Sources: http://www2.census.gov/govs/cog/2012/2012_cog_map.pdf; http://www2.census.gov/govs/apes/12stlus.txt; http://www.census.gov/govs/retire/; 
http://www.nasra.org/socialsecurity 



Defined Benefit  Plan 

Defined Contribution Plan 

Choice between plan types 

Hybrid Plan 

(DB/DC or Cash Balance) 

U.S. State Pension Plan Structures 
State Employees 

P

R 

Source: National Conference of State Legislatures, Checklist of State Defined Benefit, Defined Contribution and Hybrid Plans for State Employees and Teachers (2012) 

Note: Some of the structures listed have changed since 2012 (National Association of State Retirement Administrators).  



Plan Assets, as of Q2 2014 

• Aggregate state and local defined 

benefit plan assets: 

– $4.8 trillion 

 

• Aggregate state and local defined 

contribution plan [403(b) ; 457] assets: 

– $538 billion 

 

 
Source: Board of Governors of the Federal Reserve System, Federal Reserve Statistical Release, Financial Accounts of the United States (09/18/14) 



U.S. State and Local Pensions:  

Average Funded Ratio 
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Source: SLGE and BC-CRR Public Plans Database  



Retirement and Health Benefit 

Changes - 2014 Survey 

Chart: SLGE / Data : SLGE / IPMA-HR / NASPE ‘State and Local Government Workforce: 2014 Trends’ 



Pension benefit reforms since 2008 
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Source: National Association of State Retirement Administrators , Center for State and Local Government Excellence, National Conference of State Legislatures 



 

Source: SLGE / NASRA ‘Effects of Pension Plan Changes on Retirement Security’ 



Source: SLGE / NASRA ‘Effects of Pension Plan Changes on Retirement Security’ 



The retirement environment and 

retirement confidence… 
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Source: SLGE / TIAA-CREF Institute ‘2014 Retirement Confidence Survey of the State and Local Government Workforce’ 



DB plans, primary & supplemental DC 

plans, and overall compensation 

considerations in 2014 and beyond… 

• Reduced primary benefits = increased role of 

supplemental savings + working longer 

• Finding an equilibrium between public employer 

wage and benefit costs 

• Increased focus on auto-features by public 

employers 

• Changing benefit structures should aim to match 

employees with suitable savings levels and  

investment options, while also limiting pre-

retirement withdrawals 

 
See: SLGE / TIAA-CREF Institute ‘2014 Retirement Confidence Survey of the State and Local Government Workforce’; SLGE/ANC  Foundation/NAGDCA ‘The 

Evolving Role of  Defined Contribution Plans in the Public Sector ‘ 
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