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Trustees of multiemployer defined benefit 
(DB) plans have made the difficult decisions 
necessary to improve plan funding while 

the financial markets have continued to recover 
from the 2008 collapse. This puts the majority of 
these plans in position for continued improve-
ment in their funded condition.

Conversely, results from The Multiemployer 
Retirement Plan Landscape: A Ten-Year Look 
(2006-2015), a forthcoming report, show that 
demographic trends in these plans have become 
less favorable as the number of actively working 
participants shrank relative to inactive and retired 
participants. However, in spite of these recent 
challenges, most plans have shown resilience. The 
report is based on the latest available Form 5500 
reports filed by 1,365 multiemployer DB pension 
plans with the U.S. Department of Labor.

Plans in the Study
The total number of multiemployer DB plans 

decreased from 1,427 in the 2006 plan year to 
1,365 in the 2015 plan year, with small fluctua-
tions over the period. The number of insolvent 
plans receiving financial assistance from the Pen-
sion Benefit Guaranty Corporation (PBGC) has 
generally increased over the past ten years, reach-
ing 52 for the 2015 plan year.

Of the plans in this study, 56.9% are in the con-
struction industry, 11.3% are in transportation 
and 10.3% are in manufacturing, with an addi-
tional 7.5% in the retail or wholesale industries. 
There are also 3.9% in service and 3.7% in the 
entertainment industry. Geographically, 45.6% 
of the plans are either in the Northeast or Mid-
Atlantic regions, 28.0% are in the Midwest and 
17.9% are in the West, with the remaining 8.5% 
in the South.

In total, the solvent plans in the study have as-
sets of about $470 billion. At an individual plan 
level, 12.7% have asset values of at least $500 mil-
lion, and 6.9% have values of at least $1 billion. 
Focusing on medium-sized and smaller plans, 
29.2% have assets of at least $100 million but less 
than $500 million. More than one-half (54.4%) 
have asset values of less than $100 million, and 
38.2% have assets of less than $50 million. Only 
a small number of plans (5.8%) have assets of less 
than $5 million. The remaining 3.8% of plans are 
insolvent and receiving financial assistance from  
PBGC.

In total, these plans cover 10.7 million partici-
pants and their beneficiaries. Again, at an indi-
vidual plan level, 13.3% of solvent plans have at 
least 10,000 participants, 5.6% have at least 25,000 
participants, and 2.6% have 50,000 participants or 
more. More than one in three (37.3%) plans have 
fewer than 1,000 participants, and 19.1% have 
fewer than 500 participants. Only 1.8% of plans 
have fewer than 100 participants. The median 
number of plan participants is 1,566, and the av-
erage number of plan participants is 8,169.

Of the plans that provided this information, 
35.4% have fewer than 25 participating employ-
ers, and 54.8% have fewer than 50 participating 
employers. More than one in four (27.2%) plans 
have at least 100 participating employers, while 
3.3% have at least 1,000 participating employers. 
The median number of participating employers is 
41, and the average number of participating em-
ployers is 165.

Plan Demographics
Plans cover both active (those working) and 

inactive participants (those no longer working, 
including deferred vested and retired participants 
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and beneficiaries). The aggregate num-
ber of participants has increased over 
the past decade from 9.78 million at 
the end of 2006 to 10.63 million at the 
end of 2015. It is important to note, 
however, that this increase is due to 
growth in the number of inactive par-
ticipants. The aggregate number of ac-
tive participants declined from 2006 
through 2011, but it has stabilized since 
then. Conversely, the number of re-
tired participants increased from 2.54 
to 3.07 million over the period, and the 
number of beneficiaries of deceased 
participants increased as well, from 
0.46 to 0.61 million. At the same time, 
the number of active participants de-
creased over the past decade, from 4.46 
to 4.00 million, with some fluctuations 
from year to year.

Overall, plan populations are grow-
ing larger, but the reasons for growth 
are unfavorable. The number of active 
participants is declining or remaining 
steady, while the number of inactive 
participants is getting larger. At the end 
of the 2006 plan year, the ratio of active 
participants to inactive participants was 
0.86 and, by the end of 2015, the me-
dian ratio had declined to 0.60. One in 
seven (14.9%) plans has a ratio of less 
than 0.20 while, at the other end of the 
spectrum, 16.5% of plans have a ratio of 
1.00 or better. Those plans have at least 
one active participant for every inactive 
participant. More than one-half (55.0%) 
of plans have ratios between 0.40 and 
1.00. The median participant ratio is 

0.59, meaning there are about six active 
participants for every ten inactive par-
ticipants.

Plan Cash Flows
In this study, both types of cash flows 

are tracked: contributions and disburse-
ments. 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. As plans mature, their 
cash flows tend to become increasingly 
negative. Aggregate employer contribu-
tions have increased over the past de-
cade, from $18.0 billion in 2006 to $27.9 
billion in 2015. Given that the number 
of active participants has decreased over 
the last decade, this increase in em-
ployer contributions is likely driven by 
increases in contribution rates. At the 
same time, disbursements also have in-
creased over the past decade, from $29.1 
billion in 2006 to $42.1 billion in 2015. 
Net cash flows have become increasingly 
negative, with the total shortfall growing 
from $11.1 billion in 2006 to $14.3 bil-
lion in 2015.

Another way to evaluate the effects 
of positive or negative cash flows is to 
express the net cash flow as a percent-
age of plan assets. For a plan with a neg-
ative cash flow, this percentage repre-
sents the return on investments needed 
to keep the plan’s asset value from de-
clining. The median net cash flow for 
multiemployer pension plans increased 
from 23.0% of assets in 2006 to 22.6% 

in 2007. However, following the market 
collapse of 2008, the median net cash 
flow dropped to 24.3% in 2009. Since 
then, there has been modest improve-
ment, with the median net cash flow 
rising to 23.0% in 2015. This improve-
ment is due to increases in contribution 
rates, as well as increases in asset values 
due to investment gains. Overall, 27.4% 
of plans have a positive cash flow, while 
the remaining 72.6% of plans have a 
negative cash flow.

Plan Investments
So far the 21st century has been tur-

bulent for the financial markets which, 
in turn, has produced challenging times 
for pension plans. For this subset of 
plans, the median annualized return for 
the ten-year period from 2006 through 
2015 was 5.06%. For comparison, the 
median annualized return was 5.62% 
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for the ten-year period from 2005 through 2014, 5.85% for 
the period from 2004 through 2013 and 5.91% for the period 
from 2003 through 2012. Only 13.7% of these plans have an-
nualized returns of less than 4.0% per year. In examining the 
year-by-year returns for these plans, it seems that they were 
hit harder by the market losses in 2008 and did not have the 
same investment gains realized by other plans in 2009. At the 
other end of the spectrum, only 5.2% of these plans have an-
nualized returns of 6.5% or more per year.

A multiemployer plan actuary must evaluate asset mix in 
conjunction with the expected long-term returns for each as-
set class to develop a long-term investment return assump-
tion. The actuaries for 86.3% of plans that specified an in-
vestment return assumption use 7.0% to 8.0% for the most 
recently reported plan year. Close to half of the plans (46.1%) 
use an assumption of 7.5%. About 12% of plans (11.6%) use 
an assumption of at least 6.0% but less than 7.0%. Only 1.4% 
of plans use an assumption lower than 6.0%, while only 0.6% 
of plans use an assumption higher than 8.0%.

Schedule R requires multiemployer DB pension plan 
sponsors to indicate the percentage of plan assets invested in 
stocks, investment-grade bonds, high-yield bonds, real estate 
and other (alternative) asset classes. The average asset alloca-
tion for multiemployer DB pension plans is 50.8% to stocks, 
21.0% to corporate bonds, 7.8% to real estate, 3.4% to high-
yield bonds and 17.0% to other asset classes.

Plan Funding
Under the Pension Protection Act of 2006 (PPA), plan 

funded percentages are calculated as the ratio of the actu-
arial value of assets over the actuarial accrued liability. The 
median funded percentage for multiemployer pension plans 
was 87.6% in 2006 and increased to 88.8% in 2007. The his-
toric investment losses of 2008 brought the median funded 
percentage down to 67.6% in 2008. Positive investment re-
turns during 2009 and 2010 brought the median funded per-
centage back up to 78.8%. Relatively flat returns in 2011 sent 
the median funded percentage back down to 74.6%, roughly 
the same as of 2002. Generally favorable returns the follow-
ing years increased the median funded percentage to 77.9% 
in 2012, 85.2% in 2013 and 85.6% at end of year 2014. Flat 
returns in 2015 decreased the median funded percentage to 
81.9% for end of year 2015.

Also under PPA, a multiemployer pension plan actuary 
must certify the plan’s status based on certain tests at the be-
ginning of every plan year. In 2009, immediately following 
the 2008 market collapse, 33.9% of plans were in the green 
zone (generally a funding ratio of greater than 80%); the re-
maining 66.1% of plans were in endangered or critical status. 
For 2015, the percentage of plans in the green zone increased 
to 63.4%, leaving 36.6% of plans in endangered or critical 
status. While investment gains from 2009 through 2013 were 
a major factor in this shift, plan trustees also took significant 
action to improve funding levels.

Plan Costs
Finally, the study analyzed annual plan costs and com-

pared them with employer contributions. As of the latest 
plan year, the median employer contribution per active par-
ticipant is $8,765. About one in nine (10.8%) plans has con-
tributions per active participant of less than $2,000 for the 
latest plan year. Two in five plans (41.9%) have contributions 
per active participant of at least $10,000, while 7.8% 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 (a contribution surplus), while 
ratios less than 1.00 indicate costs exceed contributions (a 
contribution shortfall). For 2007 and 2008, contributions ex-
ceeded costs for the median plan, resulting in ratios greater 
than 1.00. Following investment losses, however, the ratio fell 
from 1.06 in 2008 to 0.60 in 2009. By 2011, the median ratio 
of contributions to plan costs had risen to 0.90. For 2014, 
the median ratio of contributions to plan costs had increased 
further to 1.11 and again rose slightly to 1.13 in 2015.

For the fifth 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 (2006-2015), 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 will be able to download the entire re-
port at www.ifebp.org/MultiemployerRetirement. Nonmem-
bers also will be able to download the report as an e-book 
for $195.00.
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