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A retirement plan is part of an employee compensation package

Amid a national labor shortage, public employers are 
challenged to attract and retain qualified employees needed to 
perform essential public services:

▲ Teachers, firefighters, police officers, health professionals, 
game wardens, parks officers, financial professionals, 
transportation workers, etc.

A pension plan traditionally has been a cornerstone of public 
sector employment, particularly for long-term employees, 
which describes most public sector positions

A retirement plan is a
human resources management tool
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Retirement Plan Types

Defined benefit
▲ Also known as a traditional pension plan, provides a 

lifetime benefit based on salary and length of 
service

Defined contribution
▲ Individual retirement savings plan; benefit is 

determined by size of fund balance

Hybrid
▲ Combines elements of defined benefit and defined 

contribution plans; two types: DB-DC and cash 
balance plans



Retirement Plan Design

Plan design is the framework of a retirement 
plan, defined by such characteristics as:
▲ participation requirements (mandatory or optional)

▲ who contributes, how much, and when

▲ benefits eligibility and accessibility: age, years of 
service

▲ method of benefit calculation, distribution, etc. 



Retirement Plan Policy Objectives

Sound retirement policy
▲ Focuses on plan design rather than plan type
▲ Seeks to meet the objectives of key retirement plan 

stakeholders:
 Employers – attract and retain

 Employees – competitive compensation

 Taxpayers and recipients of public services – public services 
provided in a cost-effective and cost-stable manner

Balancing these objectives is vital because 
▲ the needs of these groups can conflict with one another

▲ efficient and effective delivery of public services depends on sound 
retirement policies



NASRA Resolution 2016-01:
Guiding Principles for Public Retirement System 

Plan Design and Sustainability 

• Core elements of public pension plan design proven to 
best balance retirement security, workforce 
management, and economic efficiencies:
• Mandatory participation

• Cost sharing between employers and employees

• Pooled and professionally managed assets

• Targeted income replacement

• Lifetime benefit payouts

• Survivor and disability benefits

• Supplemental savings



Risk-sharing in retirement plans

The addition of risk-sharing plan design elements has 
been a popular part of state retirement plan reforms in 
the last 20 years

Common forms of risk-sharing:

▲ Employee contribution rates and cost-of-living 
adjustments that are contingent upon another factor, 
such as the plan’s funding level or investment 
performance

▲ Hybrid plans
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Hybrid Plans

Combination DB-DC
▲ A typical DB pension plan with a lower benefit accrual 

rate, combined with mandatory or optional 
participation in a DC plan

Cash balance
▲ Contain key features of DB plans, such as pooled 

assets and lifetime benefit payouts, and
▲ Original benefit level may be affected by investment 

performance
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Defined Contribution Plans as the 
Primary Retirement Benefit



A retirement plan is a vital human resources 
management tool
Sound retirement plan policy focuses on plan design 
rather than plan type, and balances the needs of core 
stakeholders
Certain plan design elements are known to promote 
important policy objectives
Sharing risk can be part of a retirement policy 
solution

Key Takeaways
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