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the multiemployer retirement  
plan landscape: defined benefit plans

trendsb e n e f i t

by | Justin Held, CEBS

A majority of defined benefit (DB) multi-
employer plans are in position for con-
tinued improvement in their funded 

condition, despite volatile financial markets and 
less favorable demographics in recent years, an 
International Foundation report shows.

Results from The Multiemployer Retirement 
Plan Landscape: A Ten-Year Look (2005-2014) 
show that most plans have shown resilience as 
plan trustees made difficult decisions to improve 
funding through the period that included the 
2008 collapse of the financial markets and de-
clines in the number of actively working par-
ticipants relative to the number of inactive and 
retired participants. The report is based on Form 
5500 Annual Reports filed by 1,380 defined ben-
efit and 1,102 defined contribution plans with 
the U.S. Department of Labor.

Plans in the Study
The total number of multiemployer defined 

benefit plans decreased from 1,424 in 2005 to 
1,380 in 2014, with small fluctuations over the 
period. Factors such as the establishment of new 
plans, mergers and plan terminations contrib-
uted to these fluctuations. The number of insol-
vent plans receiving financial assistance from the 
Pension Benefit Guaranty Corporation (PBGC) 
has generally increased, reaching 46 plans in 
2014. Of the 1,380 plans in the study, 57.1% are 
in the construction industry, followed by 11.3% 
in the transportation industry, 10.3% in manu-
facturing, 7.5% in retail/wholesale trades, 3.8% 
in service and 3.6% in the entertainment indus-
try. Geographically, 45.3% of plans are either in 
the Northeast or Mid-Atlantic regions, 28.4% 
are in the Midwest and 17.8% are in the West, 
with the remaining 8.5% in the South. 

Plans in the study had a combined market val-
ue of assets of more than $480 billion. On an in-
dividual level, 13% of plans have assets of at least 
$500 million, and 6.9% have asset values of at least 
$1 billion. More than one-half (54.6%) of plans 
have asset values of less than $100 million, and 
38% have assets of less than $50 million. The me-
dian asset value of the solvent plans is $79 million, 
with the average asset value level at $362 million.

In total, these plans cover more than 10.5 
million participants and beneficiaries. At an in-
dividual level, 12.7% of solvent plans have more 
than 10,000 participants, 5.3% have more than 
25,000 participants and 2.3% have 50,000 par-
ticipants or more. The median number of plan 
participants is 1,526, with an average of 7,904 
participants. Plans also were evaluated by their 
number of participating employers. Of those 
plans that provided this information, 36.5% 
have fewer than 25 participating employers, and 
55.9% have fewer than 50. Conversely, 27.2% of 
plans have at least 100 participating employers, 
and 3.4% have at least 1,000.

Plan Demographics
Plans cover both active (those working) and 

inactive participants (those no longer working). 
The aggregate number of participants has in-
creased over the past decade, from 9.29 million 
at the end of 2005 to 10.49 million at the end of 
2014. It is important to note, however, that the 
increase is due to the growth in the number of 
inactive participants. During this period, the 
number of active participants has declined or 
remained steady, which is a negative long-term 
trend for these plans. This concept can be further 
explored through the evaluation of participant 
ratios, or the ratio of active to inactive members. 
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At the end of the 2005 plan year, the median ratio of active 
to inactive participants was 0.90 (nine active participants, with 
contributions being made in their name, to every ten inactive 
participants). By the 2014 plan year, this ratio had dropped to 
0.60, representing a significant demographic shift. As a whole, 
14.3% of plans had a ratio of less than 0.20, while 16.3% of 
plans have a ratio of 1.00 or better. Median results for plans 
in the construction, service and entertainment industries are 
generally more favorable than the median results for all plans. 

Plan Cash Flows
The study tracked both types of cash flows: contribu-

tions and disbursements. If contributions exceed disburse-
ments, the plan has a positive cash flow. On the other hand, 
if contributions do not cover disbursements, the plan has a 
negative cash flow. Aggregate employer contributions have 
increased over the past decade, from $16.1 billion in 2005 
to $25.9 billion in 2014. Disbursements also have increased 
from $27.3 million in 2005 to $40.8 million in 2014, leading 
to increasingly negative cash flows. This shortfall has grown 
from $11.1 billion in 2005 to $14.9 billion in 2014.

Another method to evaluate the impact of cash flows is 
to express the net cash flow as a percentage of plan assets. 
The median net cash flow for multiemployer plans increased 
from −3.2% of assets in 2005 to −2.6% in 2007. However, 
following the collapse of 2008, the median net cash flow 
dropped to −4.3% in 2009. Since then, there has been modest 
improvement, with the median net cash flow rising to −3.2% 
in 2014. When distributed, 26% of plans have a positive cash 
flow, while the other 74% have a negative cash flow. As with 
participant ratios, net cash flows tend to be more favorable 
for plans in the construction, service and entertainment in-
dustries and less favorable for plans in the manufacturing, 
transportation and retail/wholesale industries.

Plan Investments
Investment returns were extremely volatile between 2005 

and 2014. For the observed calendar year plans (52.5% of 

plans) during this pe-
riod, the median an-
nualized return was 
5.6%. Only 5.5% of 
these plans have re-
turns of less than 4%, 
while 5% have returns 
of over 7%. It is as-
sumed that higher 
performing plans had 
modest losses during 
the 2008 downturn or 
had very strong performance in years when the markets ral-
lied. 

When analyzing these investment returns, it is important 
to account for the plan’s assumed returns. A multiemployer 
plan actuary must evaluate asset mix in conjunction with the 
expected long-term returns for each asset class to develop a 
return assumption. The actuaries for 88.1% of plans use an 
assumption of 7% to 8% for the most recently reported plan 
year. Close to half the plans (48.2%) use an assumption of 
7.5%. However, during this period, the median plan earned 
about 5.6%. Only 1.5% of plans use an assumption lower 
than 6% and only 0.6% use an assumption higher than 8%. 

For multiemployer defined benefit pension plans, Sched-
ule R requires plan sponsors to indicate the percentage of 
plan assets invested in specific asset classes. The average allo-
cation is 51.4% in stocks, 20.8% to corporate bonds, 6.8% to 
real estate, 3.2% to high-yield bonds and 17.8% to other asset 
classes. Plans in the manufacturing industry have lower al-
locations to alternative investments, while plans in the retail 
and wholesale and service industries have higher alternative 
allocations compared with plans in all industries.

Plan Funding
The study also analyzed plan funding levels over the past 

decade, as well as the recent year’s certification under the Pen-
sion Protection Act of 2006 (PPA). The median funded per-
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centage for plans was 83.9% at December 21, 2005, with the 
losses of 2008 bringing the median down to 67.6%. Generally 
favorable returns the following years increased the median 
funded percentage to 77.7% at the end of 2012, 85% at the 
end of 2013 and 85.9% at the end of 2014. When distributed, 
20.6% of plans are at least 100% funded, and 62.7% are at least 
80% funded. A small percentage of plans (5.6%) are less than 
50% funded. The median funded percentages as of December 
31, 2014 for plans in the entertainment, retail/wholesale and 
service industries are higher than the median for all plans, 
while percentages in manufacturing and transportation in-
dustries are a bit lower than the median for all plans. 

Under PPA, a multiemployer pension plan actuary must 
certify plan status based on certain tests at the beginning of 
each plan year. For the 2009 plan year (following the 2008 
collapse), only 33.9% of plans were in the green zone, (gen-
erally a funding ratio of greater than 80%) while 66.1% of 
plans were in endangered, seriously endangered or critical 
statuses. As of December 31, 2014, 61.2% of plans were in the 
green zone. From 2009 to the 2011 plan year, most industries 
saw the percentage of plans in the green zone increase by 20 
to 30 percentage points.

Plan Costs
The study also analyzed annual plan costs and compared 

them with employer contributions. Types of plan costs ana-
lyzed include both normal costs (benefits that will be earned 
by participants and operating expenses) and the costs of pay-
ing down (amortizing) some of the plan’s unfunded accrued 
liability. In general, normal costs have increased over the past 
decade, with median normal costs at $2,430 per participant 

in 2005 to $3,097 in 2014. The median amortization cost in 
2005 was $2,030 per active participant and reached $3,462 
in 2014. 

During this period, employer contributions have also 
steadily increased. The median employer contribution at the 
end of 2014 was $8,207 per participant. Only 11.3% of plans 
have contributions of less than $2,000 per participant and 
39.4% with contributions per active participant of at least 
$10,000. Only 6.9% of plans have contributions per active 
participant of $20,000 or more. 

When comparing contributions and costs, it is beneficial 
to present them as a ratio. Ratios greater than 1.00 indicate 
contributions exceed costs, while ratios less than 1.00 indi-
cate that costs exceed contributions. These ratios increased 
steadily through 2007 but were decimated by the 2008 col-
lapse. For the median plan, the ratio fell from 1.06 in 2008 
to 0.60 in 2009. By 2011, the median ratio had risen to 0.90, 
and by 2014 it had reached 1.10, largely because of favorable 
investment returns in 2013. 

For the fourth year in a row, Horizon Actuarial Services, 
LLC, and the International Foundation of Employee Benefit 
Plans have partnered on The Multiemployer Retirement Plan 
Landscape: A Ten-Year Look (2005-2014), an annual bench-
marking report on multiemployer pension and retirement 
plans. Trustees can use the report to benchmark their own 
plans and understand how the overall multiemployer system 
is doing.

Members can download the entire report at www.ifebp 
.org/MultiemployerRetirement. Nonmembers can download 
the report as an e-book for $195.00 at www.ifebp.org/books 
.asp?7733E.
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