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1

81% of teach-
ers in six states 
received greater 
benefits through 
the lowest-tier 

pension compared to a realistic 401(k) 
style plan.

Attrition is High during the 
first few years after hire, but 
attrition falls off and stays                        

until retirement

65% will teach for at least 
20 years in the same state

2 For 8 out of 10 teachers in the six states 
analyzed in the study, existing pen-
sions provided greater, more secure 
retirement income compared to an 
ideal 401(k) savings plan. 

3 For 2 out of 10 teachers in the six states 
analyzed in the study, an idealized 
401(k) style plan accrued more benefit 
than the lowest-tier pension.

In the study, 23% of teachers across 
the six states did not accumulate enough 
service to earn pension benefits that 
were greater than benefits from an 
ideal 401(k) style plan. 

This includes the 10% of teachers 
who will leave before vesting in the 
system. 



4 It would cost significantly more to fund 401(k) benefits that match the 
value of the pension currently earned by the typical teacher in each of the 
six states.

Providing the same level of retirement income to a full-career teacher 
through a 401(k) account would cost roughly 50% more (sometimes 
even as much as 60% more) than a defined benefit pension. 

>
A pooled pension is more efficient 
than individual investment accounts 
when it comes to financing a large 
retirement system. 

5 For the most part, Colorado state employees and Colorado teachers benefit 
more from pensions than 401(k)s. 

6 Where do we go from here?

•	 Hired later in 
life

•	 Attrition 
rates are 
higher in late 
careers

•	 Higher turn-
over

•	 Hired earlier 
in life

•	 Work lon-
ger than 
non-teacher 
school em-
ployees

State Teacher

81% are better 
off with a pension

•	 Teacher shortage: pensions have a great retention effect on teachers, 
thus lowering teacher turnover.

•	 Be cautious of switching: Switching benefit structures could signifi-
cantly reduce retirement income and affect long-term teachers (who 
conduct the most classroom teaching.)

•	 Short-Term < Long-Term: Although switching plans may seem ben-
eficial now, the resulting decreased retirement income may have a 
negative effect on consumer spending down the road.

Interested in more info? Check out the full report at lrta.net or nirsonline.org.


