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The state pensions study cited by Forbes columnist Maureen Sullivan in her recent article on teacher 
pensions is long on assertions and ideology and short on facts and objectivity. (“Attention, New 
Teachers: Don’t Count on Your Pensions to Fund Your Retirement,” September 29, 2015) It is worth 
noting that the study is funded by the Laura and John Arnold Foundation, which has made a career of 
trashing public pensions in pursuit of its agenda to move everyone into do-it-yourself defined 
contribution schemes. If we were to look past this obvious bias, the study would still be rife with 
problems.  
 
The authors come up with fuzzy math to develop a fuzzy measure that they dub the break-even point. 
They claim that whereas a typical teacher’s contributions to a pension plan after 15 years of service 
would be about $60,000, he or she would accumulate only $35,000 in future lifetime pension benefits. 
The authors claim to use an average salary of teachers to make these calculations. But nowhere do they 
explain what that number is or how it changes annually. Given that defined-benefit plans are not 
structured as individual accounts, these calculations are problematic, as they ignore the pooling effect 
and the leverage that investment pooling provides. But even if we take these calculations at their face 
value, where else can you reap $35,000 a year in income for life in return for a $60,000 invested over 15 
years? Most people would agree that if you can get a deal like that, you should grab it.  
 
The reality is that the assets of defined benefit pension plans grow through three sources: employee 
contributions, employer contributions, and investment returns. Employee contributions, the focus of 
both the study and the Forbes story, account for only about 10% of the asset growth story. Fully 70% of 
the ultimate benefits come from investment earnings on pooled assets, while about 20% comes from 
employer contributions.  
 
The impact of investment earnings and employer contributions to pension funding are totally 
overlooked by the authors of the study. Defined contribution plans certainly have a valid place in the 
retirement strategy of millions of Americans. But unlike defined-benefit plans, they place burdens and 
risks on the shoulders of employees, many of whom are ill-equipped to take on the job of managing 
their investments. Defined-contribution plans also contribute to rising income inequality and 
consequently exert a drag on the economy. In the end everyone suffers, not just those who are lucky 
enough to have a defined benefit pensions.  
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