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ow have states and localities coped with dwindling revenues, increased service
demands, an aging workforce, entrenched public cynicism, and the need to
better fund retiree benefits?
The Center’s 2009 research on retiree health care liabilities makes it clear that business as usual is not an option. In the first systematic assessment of the level of OPEB
(other post-employment benefits), the Center found that states alone face unfunded
liabilities of $558 billion, including for teachers.
This comprehensive report, At a Crossroads: the Financing and Future of Retiree
Health Benefits for State and Local Government Retirees, was undertaken by a North
Carolina State University research team and has been cited in the U.S. Government
Accountability Office (GAO) November 2009 study, “State and Local Government Retiree
Health Benefits.”
Like the GAO, the Center’s research found that many states and localities have taken
steps to reduce health care costs through wellness programs, greater efficiencies, cost
containment, and cost reduction. However, only a few governments have prefunded their
retiree health care costs; most continue to fund them on a pay-as-you go basis.
Looking ahead to 2010, the Center will publish research on the impact of the fiscal
crisis on the state and local government workforce, including employee benefits,
furloughs, early retirements, and recruitment challenges. The Center also will publish
research on pension obligation bonds, auto-enrollment plans, and valuing pension
liabilities.
It’s not an easy time to be an elected or appointed official in government. They face
painful fiscal constraints for at least two more years, even after the private sector regains
its footing. What the Center can do is give them—and the public—sound information
and advice. We convene thought leaders, provide web-based tools to compare benefits, conduct webinars, work in partnership with others, and make our research freely
available.
The Center’s mission is to promote excellence in local and state governments to
attract and retain talented public servants. When the times are tough, we look to government for leadership. Having top-flight public servants with a sense of urgency, discipline,
courage, and competence can help government fulfill its critical leadership role.

Elizabeth K. Kellar
President and CEO
Center for State and Local Government Excellence
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The Future of Retirement
In December, the Center convened retirement administrators, academic experts, and other policy leaders
to talk about the future of state and local government
retirement plans. They agreed that some systems need
more disciplined practices and a standard funding policy. They recommended that governments strengthen
systems by establishing a benefits policy that cannot be
changed in just one legislative cycle. Recognizing that
states and localities need a good benefits package to
attract and retain talent, they proposed that the public
sector do more to define what rewards are appropriate
for a career of service. The normal cost of that reward
could then be priced along with statutory contributions.
The Center will continue to explore issues related
to retirement security for current and future public servants, recognizing the unique nature of many state and
local government careers.

Retiree Health at a Crossroads

another. One reason for the differences is that plans
differ substantially in their generosity, coverage, and
outstanding liabilities.
• Some states have unfunded actuarial accrued
liabilities (UAAL) that are large in absolute value
and relative to total state expenditures, debt, and
per capita income of the state; but others do not.
• There are substantial differences in total unfunded
retiree health care liabilities, as a function of work
force size, plan generosity, and the portion of health
care costs paid by the employer.
• Most state and local governments have adopted
various cost containment, cost shedding, and cost
sharing policies, including higher retiree premium
contributions, higher deductibles, and higher copayments. Some have curtailed benefits for future
retirees.
• State and local governments report they are more
willing to consider changes in age and/or years
of service requirements for retiree health care
eligibility.

The unfunded liabilities for retiree health care vary
from state to state and from one local government to
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A Tidal Wave Postponed:
The Economy and Public Sector
Retirements

The Economy is Squeezing
Resources: Do You Have the Talent
You Need for the Future?

Public employees are delaying retirement
(N=348)

In June, the Center, in a joint project with AARP, presented a webinar that gave state and local governments
the latest analysis of economic trends and shared Maryland local governments’ experience with AARP’s new
online Workforce Assessment Tool. The tool produces
an individualized report to help governments assess
how the aging of their workforce may affect operations
and identifies areas of strength as well as areas that
may need improvement.

6.9%
8.6%

84.5%

 Employees are delaying their retirements . .  .  .  .  .  . 84.5%
 Employees are accelerating their retirements to
avoid changes that will reduce benefits. .  .  .  .  .  .  .  .  . 8.6%
 Employees are taking our incentive for early
retirement. .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 6.9%

In May, the Center partnered with the International
Public Management Association for Human Resources
(IPMA-HR) and the National Association of State Personnel Executives (NASPE) to conduct an online survey
of their members about how the economic downturn
was affecting public employees’ retirement plans.
About 85 percent reported that employees were postponing their retirements. This was the first look at the
state and local government sector, and was featured by
the Wall Street Journal; ASPA PA Times; American City
and County magazine; the Sacramento Bee, and many
other media outlets.

Government Benefits Comparison
Tool
The Center and the Government Finance Officers
Association (GFOA) collaborated on a new online tool
that enables city and county governments to research
and compare pension and health care benefits offered
to retirees. Hosted by GFOA, it includes data from more
than 2,000 local governments collected by the Center
and GFOA.

Staff Publications
• “Future Compensation of the State and Local
Workforce” for The Public Manager;
• “Local Government Retiree Health Care: Current
Offerings and Future Direction” for the Journal of
Compensation and Benefits; and
• “Trends to Watch in 2010” for ICMA’s Public
Management (PM) magazine.

Staff Presentations
• “The Financing and Future of Retiree Health Care”
at the National Conference of State Legislatures’
Legislative Summit;
• “The Future of Retirement Plans” at the Texas
County and District Retirement System’s Sixth
Annual Conference for Decision Makers;
• “Local Government and the Great Recession” at the
ICMA Annual Conference;
• “The Public Sector Workforce: Past, Present, and
Future” at the Labor and Employment Relations
Association Annual Conference;
• “Pensions and Retirement Security” at the Local
Government Managers Association of Nevada
Winter Conference.
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Center in the News
• An audio news briefing on the release of the final
Center report on unfunded retiree health benefit
liabilities generated stories in several national
publications, including the Associated Press, and led
to editorials in Newsday, “Governments have to get
real about retirement benefit costs” (7/17/09) and
the Grand Forks Herald (7/27/09).
• CNNMoney.com/Fortune cited Center research in an
article (5/12/09) on unfunded state retiree health
care liabilities, “The leak in state budgets.”
• The Associated Press cited the Center in its
nationally-distributed articles on the West Virginia
state insurance agency’s decision to end subsidies
for retiree health coverage for employees hired after
July 2010.
• California Healthline published the Center’s op
ed in a forum on “How Should California Pay for
Retiree Health Benefits?” (10/5/09).

• The Center’s pension research and quotes from
the Center CEO were featured in Employee Benefit
News (2/20/09), “Public Pension Plans Projected to
Weather the Financial Storm”; and the Modesto Bee
(2/26/09), “Stanislaus County employee retirement
fund takes half-billion dollar hit.”
• Public radio’s business program, “Marketplace,”
included President/CEO Kellar’s perspective in a
story on private and public sector pensions, “Help!
Billions needed for pension plans” (4/24/09).
Kellar pointed out that state and local government
pensions are structured to weather economic
downturns and will recover over the long term.
• The UK publication Life & Pensions
(www.life-pensions.com) featured Center data and
quotes from CEO in November 2009 article, “Health
Kicks,” examining U.S. public sector pension and
health care liabilities.
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The Center gratefully acknowledges the financial support from the ICMA Retirement
Corporation to undertake these research projects. The Center’s research and other
publications are downloadable at slge.org.

About the Center for State and Local Government Excellence
The Center for State and Local Government Excellence helps state and local governments become knowledgeable and
competitive employers so they can attract and retain a talented and committed workforce. The Center identifies best
practices and conducts research on competitive employment practices, workforce development, pensions, retiree health
security, and financial planning. The Center also brings state and local leaders together with respected researchers and
features the latest demographic data on the aging work force, research studies, and news on health care, recruitment, and
succession planning on its web site, www.slge.org.
The Center’s five research priorities are:
• Retirement plans and savings
• Retiree health care
• Financial education for employees
• Talent strategies and innovative employment practices
• Workforce development
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