
 

 

 

In the wake of the great recession, financial literacy has taken on increased importance for all 

Americans, even public employees, who were once considered immune from changes in the 

economy. As state and local governments face drastic fiscal constraints and reexamine wage and 

benefit packages, it is increasingly evident that millions of state and local government workers 

need to improve their ability to make choices for their financial futures.  

In 2010 and early 2011, the Center for State and Local Government Excellence partnered with 

Dr. Robert Clark
1
 of North Carolina State University to conduct a pilot project on financial 

literacy in the State of North Carolina. The objective was to develop a better understanding of 

the financial education offered to state and local employees by government employers in the 

state. While this study focused on one state, the Center intends to examine financial literacy 

more broadly, across the US, various levels of government, and range of public sector job 

classifications.   

The North Carolina study methodology included interviews with human resource leaders of local 

and state agencies, a review of financial education documents provided to public employees, and 

an assessment of a recent survey of local school districts in the state. The following report 

presents summaries of interviews with HR leaders of the North Carolina Office of the State 

Treasurer and the Chapel Hill-Carrboro City Schools, along with their benefit documents. 

Information is also presented from a statewide survey of local school districts administered 

jointly by the North Carolina State Treasurer and the North Carolina State Superintendent of 

Education, and a review of other activities of the of the State Treasurer‟s Office. 

 

(I) Financial Planning Information Currently Available: 
 

Schools System: Chapel Hill-Carrboro City Schools
2
  

The Chapel Hill-Carrboro City Schools have approximately 1,870 staff, including 1,150 teachers 

and administrators. Teachers and other employees are covered by the Teachers and State 

Employee Retirement System (TSERS), Social Security, and the state health plan, which 

provides medical coverage to active and retired workers.  In addition, the school district manages 

a 403(b) supplemental retirement plan for its employees.  

  

                                                 
1
 http://www.mgt.ncsu.edu/index-exp.php/directory/dossier/robert-clark/ 

2
 Review of the Chapel Hill Carrboro City Schools is based on the district‟s website and a telephone interview with 

Amy Simonson, Vice President, Finance and Operations, Verity Asset Management.   

http://www.mgt.ncsu.edu/index-exp.php/directory/dossier/robert-clark/
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The school district recently changed its model of providing 403(b) supplemental retirement plans 

to teachers and other school employees. Before the change, the school district had 12 plan 

providers that offered 403(b) plans to teachers and other district employees.  After reviewing the 

offerings, the district developed and released a request for proposals for plan providers that 

wanted to continue offering 403(b) plans.  Based on the competitive bidding, the district selected 

four companies
3
 to be authorized providers of the 403(b) plan. An asset management firm

4
 was 

chosen to be the investment advisor for the district.  

 

School district employees are offered the opportunity to participate in the state-managed 401(k) 

or 457 plans, or the 403(b) plan that is managed by the school district. In a recent survey, the 

district reported that 410 employees are currently contributing to the supplemental 403(b) 

retirement plan.   

 

Related to this supplemental plan, the documentation provided to employees includes an 

employee handbook that covers the availability of the tax deferred annuity options employees 

can consider and does not provide any other information about these plans.
5
 

 

There are several components of the process used to provide information on supplemental 

retirement programs to teachers. The process involves: 

 

 (1) Hosting orientation events where new employees are given the employee handbook 

and information on how to access the websites of the providers and the investment 

advisor. A new employee orientation presentation is also available online
6
; 

 

(2) Providing information via the district‟s intranet, „The Vine,‟ on plan details; 

 

(3) The investment advisor vendor conducting a series of seminars or programs at the 

various district campuses, which primarily focused on changes in the 403(b) offerings; 

 

(4) The plan providers offering basic programs describing their investment options and 

maintaining websites for their participants; and 

 

(5) The investment advisor vendor also providing individual investment advice to 

employees for a fee. These fees may be paid from funds in the 403(b) with some of the 

providers. 

 

Past research [Clark and Richardson (2010 a, b)] has shown that limiting the number of 403(b) 

providers and the use of competitive bidding for approved providers generally results in vendors 

offering investment options at lower fees in supplemental retirement plans.  Thus, the school 

                                                 
3
 ING, AXA Equitable, Valic, and TIAA-CREF 

4
 Verity Asset Management 

5
 http://www2.chccs.k12.nc.us/education/dept/dept.php?sectionid=4467 

6
http://www2.chccs.k12.nc.us/education/page/download.php?fileinfo=bmV3dGVhY2hlcm9yaWVudGF0aW9uMjA

wOS0yMDEwLnBkZjo6Oi93d3cxMC9zY2hvb2xzL25jL2NoYXBlbC9pbWFnZXMvZG9jbWdyLzQ4NzBfZmlsZ

V8yNTI0NV9tb2RfMTI0NTI1MTYwMC5wZGY= 

http://www2.chccs.k12.nc.us/education/dept/dept.php?sectionid=4467
http://www2.chccs.k12.nc.us/education/page/download.php?fileinfo=bmV3dGVhY2hlcm9yaWVudGF0aW9uMjAwOS0yMDEwLnBkZjo6Oi93d3cxMC9zY2hvb2xzL25jL2NoYXBlbC9pbWFnZXMvZG9jbWdyLzQ4NzBfZmlsZV8yNTI0NV9tb2RfMTI0NTI1MTYwMC5wZGY=
http://www2.chccs.k12.nc.us/education/page/download.php?fileinfo=bmV3dGVhY2hlcm9yaWVudGF0aW9uMjAwOS0yMDEwLnBkZjo6Oi93d3cxMC9zY2hvb2xzL25jL2NoYXBlbC9pbWFnZXMvZG9jbWdyLzQ4NzBfZmlsZV8yNTI0NV9tb2RfMTI0NTI1MTYwMC5wZGY=
http://www2.chccs.k12.nc.us/education/page/download.php?fileinfo=bmV3dGVhY2hlcm9yaWVudGF0aW9uMjAwOS0yMDEwLnBkZjo6Oi93d3cxMC9zY2hvb2xzL25jL2NoYXBlbC9pbWFnZXMvZG9jbWdyLzQ4NzBfZmlsZV8yNTI0NV9tb2RfMTI0NTI1MTYwMC5wZGY=
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system‟s recent vendor competitive bidding process, described previously, will likely enhance 

the retirement saving of teachers and other school district employees.  

 

It appears that greater access to financial education programs and financial advice would further 

promote retirement planning by the system's employees. One challenge is that when providing 

financial education and retirement planning programs to teachers, there is often difficulty in 

arranging such programs during the regular workday.  

 

Unit of state government: Office of the State Treasurer  
Typically, new employees of the Office of the State Treasurer attend an orientation program on 

their first day of employment, when they are given information on the benefits provided by the 

state, which include access to the State Employees Credit Union, mandatory participation in 

TSERS, the opportunity to participate in a 529 college saving program, and the option of 

purchasing various types of insurance from a selected vendor.
7
  Employees also have the option 

of enrolling in a supplemental retirement plan and can choose to participate in either a 457 or 

401(k) plan,
8
 both of which are managed and regulated by the state.  The state currently does not 

have an automatic enrollment policy nor does it provide an employer match to these 

supplemental retirement plans.
9
   

 

At orientation, new employees are given booklets describing benefits. Vendors provide 

information on the supplemental saving plans online
10

 and also maintain a telephone answering 

service.  In addition, the benefits administrator of the Office of the Treasurer is available to 

answer questions concerning the saving options it offers employees.   Lou Ann Phillips, the State 

Treasurer‟s director of human resources, indicated in an interview that her office is revising the 

educational materials provided to employees but there currently is no ongoing financial 

education program after orientation.   

 

Employees of the Office of the State Treasurer are likely to have greater financial literacy and 

more familiarity with retirement plans due to the nature of their work.  However, if this level of 

information and education is typical across other state agencies, there appear to be many 

opportunities to establish additional financial education programs to improve retirement 

planning.  The absence of employer matching contributions by the state reduces the incentive for 

employees to contribute to supplemental retirement plans and this may increase the need for 

further financial education. 

 

 

                                                 
7
 Provided by Colonial Life 

8
 Provided by Prudential 

9
 A study commission, appointed by Treasurer Cowell to examine TSERS and other aspects of retirement plans in 

North Carolina, recommended that the state adopt an automatic enrollment policy for new employees.  General state 

employees could select to enroll in either the state managed 401(k) or 457 plans while educational employees could 

select from these plans or a 403(b) plan. 
10

 www.ncplans.prudential.com 

http://www.ncplans.prudential.com/
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(II) Initiatives for Financial Education in North Carolina 

  
North Carolina State Treasurer Janet Cowell has made financial literacy one of her top priorities.  

Her efforts focus on enhancing the financial literacy of the citizens of North Carolina, state and 

local employees who participate in the retirement plans that she manages, and students 

throughout the state.  The Treasurer‟s website lists the following primary financial literacy 

objectives
11

: 

 Adopt a national standard for financial literacy  

 Increase the number of students receiving financial literacy education  

 Increase opportunities for teacher financial literacy education  

 Empower state and local employees to make better-informed financial planning decisions 

 Increase financial literacy among North Carolina citizens 

To this end, the Treasurer‟s website includes a financial literacy resource center that identifies 

numerous links to organizations that offer financial education resources.
 12

 Also, to coordinate 

and promote her office‟s financial literacy efforts, the Treasurer recently hired a director of 

financial literacy. Similar efforts in all states would help public employees access the resources 

they need to plan adequately for their short and long-term financial needs.  

 

In December 2009, Treasurer Cowell appointed a study commission to make recommendations 

concerning state and local retirement plans in the state.  The commission‟s recommendations 

included that: 

 all new state and local employees be given the option of enrolling in a defined 

contribution plan instead of the current defined benefit plan; 

 all new employees be automatically enrolled in a supplemental retirement plan; and 

 the state gather information on the status of 403(b) plans for teachers in North Carolina.
13

   

The commission further recommended that the Office of the Treasurer develop a financial 

education plan that would provide information and knowledge employees need to choose 

between a defined contribution plan and a defined benefit plan, and emphasize the importance of 

participation in a supplemental retirement plan.  More public employers are giving their 

employees the choice of a primary retirement plan
14

 and, therefore, employer-provided financial 

education programs will increase in importance. 

 

Survey of School Districts   
In Fall 2010, the state treasurer and the state superintendent of education developed and 

conducted a survey that was sent to all school districts in North Carolina.  Eighty-three of the 

116 districts responded.  The objective was to learn more about how each district managed the 

offering of 403(b) plans to teachers and other employees. The survey found that:   

 

                                                 
11

 http://www.nctreasurer.com/DSTHome/OfficeOfTheTreasurer/FinEduCenter/Center.htm 
12

 http://www.nctreasurer.com/DSTHome/OfficeOfTheTreasurer/FinEduCenter/FinLiteracyCenter 
13

 The survey described above is the first step in following up on this recommendation. 
14

 (Clark, Craig, and Sabelhaus, 2011 forthcoming) 

http://www.nctreasurer.com/DSTHome/OfficeOfTheTreasurer/FinEduCenter/Center.htm
http://www.nctreasurer.com/DSTHome/OfficeOfTheTreasurer/FinEduCenter/FinLiteracyCenter
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 All but one of the responding districts offered a 403(b) plan to its teachers and other 

employees. 

 Seventy-six percent of the districts approved the providers of these plans and 68 percent 

indicated that they provide some monitoring and oversight of the investment options in 

the plans. 

 Importantly, only one district maintains a centralized database online.  Thus, teachers 

trying to decide which plan provider to select and which investment options to use must 

search among the various providers themselves.   

 

In response to the question, “How is 403(b) information communicated to your employees?” 

 

 14 percent indicated that the information was available on the district website 

 14 percent sent messages by email 

 28 percent used vendor-held meetings  

 9 percent used district-held meetings 

 26 percent reported the information was included in benefit packages and   

 4 percent added information in the payroll envelopes.   

 

In summary, the survey results reinforce the need for more coordinated management of 

403(b) plans for teachers and improvements in the information and financial education made 

available to them. 

 

It appears that in North Carolina, local management of 403(b) plans varies substantially across 

school districts, implying that teachers can have significantly different retirement saving options 

depending on where they work.  These differences can dramatically affect the accumulation of 

retirement wealth.
15

  Educating policy leaders and legislators on the importance of management 

and oversight of these plans would provide a better environment for teachers‟ retirement saving. 

 

 

(III) Closing Remarks 
 

Given the complexity of planning and saving for retirement, public sector employees need more 

financial education to make key retirement saving decisions.  This information is best provided 

at the workplace, where they spend much of the day, and because much of the needed 

information pertains to employer-provided benefits.
16

  Likely changes in public retirement plans 

and Social Security will increase the need for individuals to have better financial literacy.  As 

time goes on, public sector employees will have greater responsibility for managing their 

retirement plans, and supplemental retirement plans will become more important for their ability 

to maintain their standard of living in retirement. Great efforts are needed to encourage public 

employers to establish quality financial education programs for their employees.  Such programs 

will be essential for teachers and other public employees in the coming years. 

                                                 
15

 (see Clark and Richardson 2010 a, b) 
16

 Recent research (Clark, Morrill, and Allen 2010, 2011 forthcoming) has shown the effectiveness of workplace 

education and importance of financial knowledge to older workers.  
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