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Finally, one of the biggest problems faced by an

his or her entire retirement must calculate how

individual retiree is this basic question: how

much to save. This is not easy to do. In reality,
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compensation would have to be devoted to retirement.

who increase their retirement security, and to City res-

Or, failing that, the worker will face reductions in his or

idents, who benefit from a quality City workforce in a

her standard-of-living during retirement, which is
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exactly what many baby boomers who don’t have
access to a DB plan are beginning to discover.
Furthermore, when DB plans and other benefits are
added to salaries, the “total compensation” package
for the typical public sector employee is not unusually
large, as is sometimes claimed. In fact, when controlling for education, experience and other factors, one
study based on US Department of Labor data concluded that “On average, full time state and local employees are undercompensated by 3.7% in comparison to
otherwise similar private sector workers.*”
None of this means that an individual in a DB plan has
no need to save money. There are many reasons to
supplement a DB plan with savings – to prepare for
early retirement, to provide for family members or others, to help retire debt. Deferred Compensation systems (such as the City’s 457 Plan) are one way to provide this supplemental savings. While a DB system is
ideal for providing the basic benefit that virtually all
workers will need in retirement, deferred compensation is ideal for enabling workers to “customize” their
retirement benefits for their individual needs.
Also, none of this means that DB systems are infallible. Constant improvement is necessary. When the
strong investment markets of the late 1990s and early
2000s ended and a period of rocky markets ensued,
many pension systems failed to respond.

HMEPS,

however, acted quickly. Benefit enhancements that
had been implemented during the boom years were
halted and a plan was put in place to gradually pay off
the unfunded benefits that had already accrued.
Various other steps were taken to help significantly
improve the pension’s funding level.
HMEPS will continue to look for ways to improve services, enhance sustainability and serve the member-

* Jeffrey Keefe, “Debunking the Myth of the Overcompensated Public Employee,” Economic Policy Institute.

