
Pension Plans:  
Past, Present and Future





“You can have a city with the most 
expensive ambulances and snow plows 
possible. That doesn’t make any 
difference if you don’t have good 
employees that really care about the 
services they provide”

Mayor 
Gerry Welch
Webster Groves
Missouri



“We need to keep 
the employees that 
we have in order to 
maintain the level 
of service that the 
citizens have grown 
accustom to.”  

Bill Johnson 

Director of 
Administration
City of Fulton, MO
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Attracts quality 
workers

Incentive to stay 
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during most 

productive years

Provides 
dignified exit 
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workforce
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promotion open

Retirement Plan is a Tool to Attract & Retain



“We see our retirement benefits as a huge 
strength and we need to find ways to leverage 
that strength.”

Krystal Ray, Human Resources
City of Springfield



There are real costs to an employer when workers 
can’t afford to retire.

• Cost of individual employee delaying 
retirement = $50,000 per year

• One-year increase in the average 
retirement age of workforce costs 
employer 1%-1.5% of total annual 
workforce cost.

Source: Prudential Financial, Inc.



The American Retirement Crisis



There is a new focus on retirement 
benefits.

67% of workers 
rated retirement 
benefits as an 
“extremely 
important” part of 
compensation. 

Stat Source: TIAA Institute
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“Predictability 
and 

stability.”

What does a 
defined benefit 
plan mean to 

you?

Fire Captain
Jason Simpson



Defined Contribution Plans:
Benefits Based on Account 

Balance & Market Performance

Defined Benefit Plan: 
Benefits are Based on Formula

There are two main types of retirement plans.



Defined 
Contribution Defined Benefit

Investment Decisions Participant Fund Trustees / 
Professionals

Market Risk Participant Employer

Benefit Determination Account Balance Formula

Loans Allowed Yes No

Hardship Withdraws Yes No

Distribution Generally a Lump Sum Monthly Income for 
Life

Disability Benefits Typically, No Yes

Fees Paid by Employee Netted from 
investment income



A Successful Retirement Plan

Stable Contributions
Committed Funding
Universal Coverage

Replace Adequate Income
Effi i t & T t

Governance
Efficient & Transparent 

Governance



Retirement Plan Trends

• Defined Contribution vs. Defined 
Benefit

• Public Sector vs. Private Sector





Popularity of DB Plans

1. Employer can set income replacement 
objectives

2. Employers can more efficiently integrate 
with Social Security

3. Benefits are related to employee pay, 
protecting them from pre-retirement 
inflation

4. Investment risk and reward assumed by the 
employer (access to better investment 
vehicles, increasing returns)

Source:  Allen, Everett T. Retirement Plans: 401(k)s, IRAs, and Other Deferred Compensation Approaches. N.p.: n.p., n.d. Print.



What Changed?

• Employee Retirement Income Security Act 
of 1974

• Federal Actions Encourage DC:
– The IRA 
– Simplified Employee Pension (SEP)
– Employee Stock Ownership Plans
– Cafeteria/Flexible Benefit Plans
– 401(k) Plans

Source:  Allen, Everett T. Retirement Plans: 401(k)s, IRAs, and Other Deferred Compensation Approaches. N.p.: n.p., n.d. Print.





What about the Public Sector?

• 75% of State and Local Government 
workers participate in DB Plan

• 88% of these workers are required to 
contribute

Source:  U.S. Bureau of Labor Statistics



Hybrid Plans

• Contains elements of both defined benefit 
and defined contribution plans

• 11 Statewide plans in the U.S. are Hybrids

• Most DB plans already contain elements of 
a Hybrid or Can be Designed to Look like a 
Hybrid

Source:  National Association of State Retirement Administrators



Pension Reform

• Since 2009, every state has made 
meaningful changes to their pension plan 
benefit structures, financing arrangements, 
or both

• Common for plans to create “tiers” 
– Benefit changes only affect new hires

• Governments overwhelmingly continue to 
provide defined benefit plans

Source:  National Association of State Retirement Administrators



5 Things to Consider When Offering a 
Retirement Plan

1 • What are you trying to accomplish?

2
• What is the level of income a retiree will receive 

from the plan?

3 • Cost

4
• Mandatory Employee Participation and/or 

Contributions?

5 • Who will assume the Investment risk?



Other considerations

• Community
– What is the image the employer wants to 

promote within the community?
• Workforce Characteristics

– Age, Service, Pay
• Employer Philosophy & Attitudes
– What is the employer’s basic compensation 

philosophy?



No matter the 
retirement plan, 
employees will 
need…



3 Question Financial Literacy Quiz

1. Suppose you had $100 in a savings 
account and the interest rate was 2% 
per year. After five years, how much do 
you think you would have in the 
account if you left the money to grow?

A. More than $102
B. Exactly $102
C. Less than $102



3 Question Financial Literacy Quiz

2. Imagine that the interest rate on your 
savings account was 1 percent per year 
and inflation was 2 percent per year. 
After 1 year, how much would you be 
able to buy with the money in this 
account?

a. More than today
b. Exactly the same
c. Less than today



3 Question Financial Literacy Quiz

3. Buying a single company's stock 
usually provides a safer return than a 
stock mutual fund.

A. True
B. False



Results
Answered first two 
questions right

Answered all 3 
questions right

Source:  Wharton School, University of Pennsylvania



Employer Best Practices
Source: Prudential Financial, Inc.

• Help employees retire on time

• Provide education to help employees 
make decisions

• Adopt holistic approach to improving 
employees’ financial wellness

• Analyze the cost of delayed retirement at 
your organization



Takeaways

• Great communities are a product of 
great people

• Retirement plans create value for the 
employer, employee, and taxpayers

• Employees need help with their 
finances.


