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By Rocky Joyner 

Pensions vs. 401(k)s: Under Which System Do 
Teachers Fare Better?

Some studies in the last few 
years garnered coverage 
when they tried to show 

that traditional pensions are no 
longer the best retirement choice 
for teachers. However, a study 
that I co-authored looked at data 
from six states and found the 
opposite – 401(k)s and hybrid 
plans underserve the majority of 
teachers. A defining difference 
was that the earlier studies that 
favored defined contribution (DC) 
plans did not look closely enough 
at the demographics and tenure of 
teachers.

The Foundation of the Study

The study– funded and published by the National Institute on 
Retirement Security (NIRS) – looked at public school teachers in 
Colorado, Connecticut, Georgia, Kentucky, Missouri, and Texas. 
My co-author Nari Rhee, PhD, the Director of the Retirement 
Security Program at the UC Berkeley Center for Labor Research 
and Education, and I examined teacher turnover patterns for the 
real-life teaching workforce in each of these six states to project the 
final years of service at retirement or separation using the retirement 
systems’ actuarial assumptions. 

The analysis considered all possible combinations of age and 
service at separation when we compared benefits under the existing 
teacher pension (using the least generous pension benefit tier) and a 
hypothetical 401(k) with the same contribution rate as the pension.

Do Teacher Attrition Rates Matter?

Simply stated, yes, both tenure and attrition make a significant 
difference. Most classroom teaching is performed by teachers with 
long careers – typically 25 or more years in the same state. They 
tend to retire or separate at around age 58. In fact, 65% of teachers 
will stay in their state for at least 20 years, and 70% will stay until 
at least early retirement age. These figures overshadow the one in 
ten teachers who leave before vesting and the additional two out of 
ten who remain employed at least until initial vesting.

Applying each state’s plan provisions and actuarial assumptions, 
we found that 77% of teachers in the six states studied would work 
long enough to see greater value and security from the lowest-
tiered pension than from even an idealized 401(k) with low fees, 

no investment mistakes and no significant economic downturns. 
Our analysis also concluded that it would cost employers between 
20% and 40% more depending on the state in DC plan contributions 
to match the value of the pension plans in place. 

Lessons for School Systems

How do school systems keep good, experienced teachers? With a 
path to a more secure retirement. 

As teacher shortages worsen and low teacher pay pushes them to 
consider other or supplemental options, better retirement security 
can prove to be a significant retention tool. Further, retaining more 
teachers lowers turnover costs.

Teaching is one of those professions where even the gifted get better 
with experience. The quality of education goes hand in hand with the 
quality of the teachers. In this way, faculty stability pays dividends 
for students and the future. u 
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