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Where is the Attack on Teacher 
Pensions Coming From? 

• Big money groups such as 
the Koch Brothers and 
Laura and John Arnold; 

• Anti-Union / Anti-”Big 
Government” Groups;

• Big Business Advocates 
such as the U.S. Chamber 
of Commerce and ALEC;

• Education Reform Groups;  
and

• Grover Norquist / 
Americans for Tax 
Reform.
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Why Are They AGAINST Teacher 
Pensions?

• Big money groups such as the Koch Brothers and Laura and 
John Arnold
• Downsize state governments and advocate for charter schools

• Education Reform Groups 
• Advocate charter schools and reduce influence of teacher unions 

• Anti-Union / Anti-”Big Government” Groups;
• Take away power from unions and downsize government

• Business Advocates (U.S. Chamber of Commerce and ALEC) 
• Corporate America abandoned pensions and greater markets (fees) for 401(k)s

• Grover Norquist / Americans for Tax Reform;
• Downsize government
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2017 Pennsylvania Pension Reform
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• Op-ed by Sens. Corman and Browne: 75% of 
teachers leave before 20 years and claims reform 
shave off $5 billion of pension debt ($80 billion).

• Pew Charitable Trust-- "the most comprehensive 
and impactful reform any state has implemented.

• New Teachers:  Lower Benefits/ Higher Cost 

• PennLive: “perplexing thing about this plan is that it 
actually raises costs.” Saves only $1.4 billon over 32 
years. 

Option Default Hybrid Alt. Hybrid Defined Contribution
Benefit Reduction 17% 35% 57%

Higher Contribution 10% 0% 0%
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• Closing Combined DB/DC to new members adds 
$46B in retirement cost (House Fiscal Agency 5/24/17)  

• Michigan Mackinac Center – “Pension Protestors 
Should Be 401(k) Supporters” (ALEC and DeVos) 

• Revised Pension Reform Passes June 15
• New EEs Choice: Improved DC(default) or DB/DC
• DB plan – 6% Assumed ROR, 50/50 Cost Share
• Concern: If Hybrid funding falls below 85% for 2 

years in a row, it triggers shutting down the 
Hybrid – DC plan only.



Claims of “Real” Reform Surface
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But, their “Opinion” 
pieces do not tell 
the full story.
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Joshua Rauh - “The Pension Bomb” 
Is Back! Headlining in Kentucky!

Stanford University’s 
Rauh Coming to UK to 
Discuss Pension Issues



LJAF’s Josh McGee Falsely Claims 
Pensions NOT Fiscally Responsible
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NIRS Fact Check
• Data misleading 
• Not relevant
• NIRS Adds up
• Fair, Accurate Model
• DB returns top TDF’s
• DC plan buys annuity 

from DB plan.
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McGee’s View: Backloaded Pensions 
Help a Small Minority of Teachers
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McGee’s Public Testimony at the 
Lousianna Actuarial Committee
• The Final-Average-Salary Defined Benefit (FAS 

DB) plan is not the most cost-effective model. 
• FAS DB retirement plans often do not help all 

workers reach retirement security. 
• FAS DB retirement plans do not facilitate 

recruitment and retention better than other 
retirement plan models. 

• Moving to a different retirement plan model does 
not result in large transition cost or harm the 
legacy plan. 



Manhattan Institute: McGee Claims Better 
Teacher Retention in Cash Balance Plan

11

Results due to later retirements after normal age.



NEWS:  Washington Reopened its 
Closed DB Plan to New Teachers
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BUT Bellwether Claims :
Teacher choices in 
Washington show popularity 
of the combined DB-DC 
Plan. 

Combined DB-DC Plan can 
be attractive to teachers and 
states.



TeacherPensions.org Feeds 
Media with Misleading Posts



TeacherPensions.org’s Back to 
School New Teacher Message

• Rookie Teachers 
and NFL Players 
face vesting 
penalty.

• Claims teacher 
pensions are not 
portable. 

• Teachers are 
vilified, while 
football players 
are idolized.



National Center on Educational Statistics:
Teacher Attrition After the First 5 Years
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70% of the teachers hired in 2007-2008 still taught at 
the same school (stayers), 13% moved to another 

school (movers) and 17% left teaching.



TeacherPensions.org’s Aldeman: 
Pensions Don’t Retain Teachers
Misinterprets Changes to Two Pensions for Teachers  



Claim: St. Louis Teachers Do Not 
Value Pension Benefits 
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• Starts with a big assumption, in St. 
Louis teacher’s plan back in 1999 
and concludes:  

Ø Teachers simply do not value 
pension benefits” or

Ø “Opportunistic resource extraction” 
occurred by senior teachers. 

• Totally unsupported by the facts 
and the actual situation in 1999.



Retention of Teachers Already High 
Pension Benefits Perhaps Inadequate
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• In 1999, the St. Louis School 
Board improved the benefit 
formula by increasing its multiplier 
to 2 percent. 

• Assumed rationale was to 
improve retention, but 95-97% of 
teachers returned each year. In 
fact, 85% of teachers eligible for 
retirement returned too.

• Perhaps, teachers could not 
afford to retire.



St. Louis Teachers Fully Funded after 
Pension Benefits Improved
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• After recognizing the new liabilities for 
benefit change, 2000 actuarial 
valuation – STLTRS was funded at 
100% actuarially and 120% on a 
market basis.

• Employee and employer contributions 
contributed to overfunding status in 
1999.

• Teacher contributions increased going 
forward and employer contributions 
continued.



20

92% of Americans see pensions as 
public pensions as recruitment tool. 

1



Pension Crossover for New Teachers
Pension benefit more than accumulated contributions
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• Seek to undermine support of 
pensions among new teachers

• Claim most new teachers get 
nothing more than own money

• Misleading:  The median 
crossover point is 25 years 
before benefit is greater than 
accumulated contributions. 

• New teachers revenue for 
plan



Critics Grade Teacher Pensions
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What is on Their Retirement Test?
TeacherPensions.org – 6 Factors
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• The percent of salaries going toward retirement 
• The percent of pension contributions going toward 

pension debt 
• The percent who qualify for employer-provided 

benefits
• The percent who earn retirement savings worth at 

least their own contributions plus interest
• The percent of teachers covered by Social Security
• Existence of a portable retirement savings option



National Institute on Retirement Security
www.nirsonline.org

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

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

• 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. 



UC Berkeley:  Attrition Is Concentrated 
in First 5 Years After Hire
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UC Berkeley: Are California Teachers 
Better Off with a Pension or a 401(k)? 

27

2) For the vast majority of California teachers (6 out 
of 7), the CalSTRS defined benefit pension provides 
greater, more secure retirement income compared 
to a 401(k)-style plan.
» 4 out of 5 (79%) better off compared to a generous Cash Balance Plan.



UC Berkeley:  Tenure and Benefit 
Accrual Patterns then Better with DB
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When Tenure Is Considered in Tandem with Benefit 
Accrual Patterns, Vast Majority of CA Teachers Are 
Better off with CalSTRS Pension



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


