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State governments pay on average 6.2 percent more per hour in wages and benefits, including pension 

benefits, than the private sector for the 22 major occupational categories that exist in both sectors. This 

combination of excessive wages, pensions and other benefits at the state and local levels is wreaking 

havoc on public finances in nearly every state. Since the 2008 recession, state and local governments 

have seen their wage bills and pension liabilities dramatically increase just as households and private 

companies have had to do more with less. Americans across the country are asking their elected officials 

and government employees to do the same to maintain and improve important government services.

Looking specifically at pensions, it has been estimated that unfunded liabilities for pensions for all 

state and local governments range from $2 to $4 trillion, or an average of between $40 billion and 

$80 billion.1 Wages and other benefits tie into the pension problem as each and every employee in 

government becomes increasingly expensive to taxpayers as a result of growing wages and benefits. Yet, 

despite the dire fiscal situation facing state governments and the current and pending bankruptcies of 

local governments due to unfunded pension liabilities, there has been a great deal of backlash by public 

employee unions and their supporters against efforts to normalize what are often excessive government 

compensation packages.

To better understand the problem at hand at the state level, an analysis of hourly wages and benefits2 

for state government employees was conducted that compares them to private sector wages and 

benefits for the same occupations across all 50 states, utilizing state government data from the National 

Compensation Survey (NCS) of the Bureau of Labor Statistics (BLS).

The key findings include:

%� Nationally, no state government pays its employees on par or below what the private sector 
pays its employees, despite identical occupations in both sectors;

%� Texas has the largest difference in pay for state government employees versus the private 
sector; however, California has the highest weighted average hourly wages;

%� Utah and Montana compensate state government employees closest to the private sector, 
but still pay higher wages and benefits than those paid to private sector workers;

1   State Budget Crisis Task Force, “The Report of the State Budget Crisis Task Force,” July 2012, http://www.statebudgetcrisis.
org/wpcms/wp-content/images/Report-of-the-State-Budget-Crisis-Task-Force-Full.pdf.
2   Benefits include pensions, health and dental insurance and any other benefits that state government or the private sector 
include in their benefit packages.



Public Servants or Privileged Class

-2-

%� The largest percentage difference in pay is 40 percent,3 and the highest difference in pay is 
$61 per hour;4

%� A grading system for each state’s wages and benefits compared to private sector wages and 
benefits is provided in the report.

The analysis approximates the differences in wages and benefits between state government employees 

and the private sector in each state. Given the limitations in the data available, this study represents the 

closest that one can get to estimating wages and benefits at the state level. To better analyze the issue 

of state employee compensation and the problem of unfunded pension liabilities, BLS would need to 

be more transparent and release to the public the data on wages, pensions and other benefits that it 

receives from the states.



One solution to addressing pension liability is to rein in the excessive compensation for state 

employees that has been identified in this report because increased wages in the public sector bring a 

disproportionate increase in benefits. An April 2009 article in USA Today revealed that, since 2002, 

public employees received $1.17 in new benefits for every $1-an-hour wage increase.5 By comparison, 

private sector employees received a mere 58 cents in additional benefits for every $1 increase. 

This proliferation in public sector benefits foreshadowed the explosion in costs of state government 

pension plans. According to the July 2012 State Budget Crisis Task Force report, state and local 

government pensions have an unfunded liability of approximately $1 to $3 trillion with an additional 

$1 trillion in unfunded liabilities for health care benefits.6 This is equal to roughly $2 to $4 trillion in 

unfunded liabilities, or a state average of between $40 billion and $80 billion.7 

As a result of the burgeoning pension crisis, state and local governments have already begun to cut 

basic services, such as roads and schools. With $500 billion in unfunded liabilities for state and local 

3   The three categories in which state governments pay the most above the private sector are Architecture and Engineering; 
Education, Training and Library; and Protective Services (see p. 8 for more details).
4   This pay differential occurred within the Business and Financial Operations category in Texas (see p. 9).
5   Dennis Cauchon, “Benefits widen public, private workers’ pay gap,” USA Today, April 10, 2009, http://www.usatoday.
com/money/workplace/2009-04-09-compensation_N.htm.
6   State Budget Crisis Task Force, “The Report of the State Budget Crisis Task Force.”
7   Ibid.
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pensions and a budget deficit of $16 billion, California’s dire financial straits are well-known.8 Several 

cities in California have declared bankruptcy, including San Bernardino and Stockton. Other cities 

are trending that way, and some have been forced to cut back on previously “untouchable” services. 

In 2010, San Diego began shuttering several firehouses each day in order to pare costs. Those actions 

were taken because, over the prior decade, the cost of firefighter wages and benefits went up by 100 

percent as city revenues increased by only 20 percent. The highest-paid city employees are upper-level 

members of the fire department; average firefighters make more than $180,000 per year, and those 

with 30 years of service can retire as early as age 50 and receive 90 percent of their salary.9

In San Jose, the city did not have the money to open four newly constructed libraries and has laid off 

firefighters and police officers.10 Voters in San Diego and San Jose approved measures in June 2012 to 

reduce pensions for city employees, while in September 2012 a modest statewide pension reform bill 

was signed into law. 

New Jersey’s predicted 2012 budget deficit of $788 million pales in comparison to California.11 

However, the state faces a total debt, including unfunded pension liabilities, of $258 billion, which 

ranks in the bottom five in the country.12 As a result of the state’s fiscal catastrophe, on September 18, 

2012, Standard & Poor’s downgraded New Jersey’s debt outlook from stable to negative.13 Budget 

difficulties forced the city of Camden, “the most dangerous city in the United States,”14 to lay off 270 

police officers by the end of 2012.15

-3-

8 Marcia Fritz, “Put Pension Reform in California to the Vote,” Los Angeles Times, June 26, 2012, http://www.latimes.com/
news/opinion/commentary/la-oe-fritz-pension-reform-california-20120626,0,1584148.story; Ben Adler, “Calif. Budget 
Deficit Nearly Doubles To $16 Billion,” National Public Radio, May 14, 2012, http://www.npr.org/2012/05/14/152694872/
calif-budget-deficit-nearly-doubles-to-16-billion.
9 Jonathan Walters, “Firefighters Feel the Squeeze of Shrinking Budgets,” Governing.com, January 2011, http://www.
governing.com/topics/public-workforce/firefighters-feel-squeeze-shrinking-budgets.html.
10 Michael Cooper, “Struggling Cities Shut Firehouses in Budget Crisis, The New York Times, August 26, 2010, http://
www.nytimes.com/2010/08/27/us/27cuts.html?pagewanted=all; Michael Cooper and Mary Williams Walsh, “San Diego 
and San Jose Lead Way in Pension Cuts,” New York Times, June 6, 2012, http://www.nytimes.com/2012/06/07/us/politics/
san-diego-and-san-jose-pass-pension-cuts.html?pagewanted=all.
11 Joelle Farrell, “Analyst says N.J. budget shortfall is growing by the month,” Philly.com, June 6, 2012, http://articles.
philly.com/2012-06-06/news/32056657_1_budget-shortfall-david-rosen-budget-gap.
12 Cory Eucalitto, “State Budget Solutions’ third annual State Debt Report shows total state debt over $4 trillion,” State 
Budget Solutions, August 28, 2012, http://www.statebudgetsolutions.org/publications/detail/state-budget-solutions-third-
annual-state-debt-report-shows-total-state-debt-over-4-trillion.
13 Lucy Madison, “S&P revises New Jersey outlook to ‘negative,’” CBSNews.com, September 18, 2012, http://www.
cbsnews.com/8301-503544_162-57515270-503544/s-p-revises-new-jersey-outlook-to-negative/
14 Perry Chiaramonte, “Gritty N.J. city of Camden to scrap police department amid budget woes,” FoxNews.com, August 
26, 2012.
15 Claudia Vargas and Darran Simon, “In wake of 270 cops laid off, Camden, NJ reworks force,” PoliceOne.com, August 
27, 2012, http://www.policeone.com/police-jobs-and-careers/articles/5932941-In-wake-of-270-cops-laid-off-Camden-
NJ-reworks-force/.
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Illinois is also experiencing a major budget crunch. The state currently has a deficit of $43.8 billion,16 

with a collective $83 billion in unfunded liabilities among its five pension systems.17 The city of 

Rolling Meadows eliminated six police officer positions and cut public services.18 The state will vote on 

a ballot initiative in November that would make it more difficult to raise pension benefits by requiring 

three-fifths approval by the General Assembly, city councils, and school districts.19

These cuts to services in California, New Jersey and Illinois came as a result of the cities’ and states’ 

inability to solve long-term unfunded pension liabilities. The same problems exist in many other 

states across the country. Making matters worse, many retirement benefits negotiated by public 

sector employees are guaranteed by state constitutions, and recent court decisions make clear that 

governments will not get off the hook by declaring bankruptcy.20

Generally speaking, this situation has occurred because politicians have pledged unrealistic retirement 

benefits which their states’ taxpayers cannot meet, and state employee unions have fought, at the 

expense of taxpayers, alterations to wage and benefit packages. After noting that Warren Buffet 

described the money owed to public sector retirees as a “time bomb,” Fareed Zakaria called public 

pensions “the single biggest threat to the U.S’s fiscal health. If the U.S. is going to face a Greek-style 

crisis, it will not be at the federal level but rather with state and local governments.”21

If that crisis occurs sooner rather than later, it could end up being directly related to a ballot initiative 

in Michigan this November. The Protect Our Jobs Amendment, or Prop 2, “would add the right to 

collective bargaining for public and private sector employees to the state Constitution.” With limited 

exceptions, there would be no ceiling on the amount of money that unions could obtain in labor 

contracts. Prop 2 makes collective bargaining a constitutional right, which means it gives unions the 

ability to override all past, current, and future state and local laws. 

16 “Illinois Budget Crisis Worst In Nation, Auditor Finds,” CBS Chicago, June 22, 2010, http://chicago.cbslocal.
com/2012/06/22/illinois-budget-crisis-worst-in-nation-auditor-finds/.
17 Elizabeth MacDonald, “Illinois to Spend More on Pensions Than on Education,” FoxBusiness.com, August 6, 2012, 
http://www.foxbusiness.com/economy/2012/08/06/illinois-to-spend-more-on-pensions-than-on-education/.
18 Jake Griffin, “Public safety pensions take bigger bite of suburban budgets,” Daily Herald, June 20, 2012, http://www.
dailyherald.com/article/20120620/news/706209954/.
19 Illinois Pension Amendment, http://ballotpedia.org/wiki/index.php/Illinois_Public_Pension_Amendment,_
HJRCA_49_(2012).
20 Daniel Disalvo, “The Trouble with Public Sector Unions,” National Affairs, Issue No. 5, Fall 2010, http://www.
nationalaffairs.com/publications/detail/the-trouble-with-public-sector-unions.
21 Fareed Zakaria, “Why We Need Pension Reform,” Time, June 25, 2012, http://www.time.com/time/magazine/
article/0,9171,2117244,00.html#ixzz26rEIdgXe.
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22 Congressional Budget Office, “Comparing the Compensation of Federal and Private Sector Employees,” January 30, 
2012, http://www.cbo.gov/sites/default/files/cbofiles/attachments/01-30-FedPay.pdf.

For example, new union contracts could repeal pension reforms that have helped save Michigan 

taxpayers $4.3 billion since 1996 and eliminate a law that requires government employees to pay 

at least 20 percent of healthcare premiums, which would cost taxpayers more than $500 million 

annually. Prop 2 is critically important because it will set a precedent for other states. Public pensions 

already threaten the fiscal well-being of state and local governments; Prop 2 going nationwide would 

accelerate the bankruptcy of cities, counties and states.

CAGW’s pension education project will be examining additional issues related to the public pension 

crisis in future publications. 

 

The debate about whether government employees are over-compensated for their work in terms of 

wages, benefits and hours worked has been an ongoing issue since at least the early 1980s. In recent 

years, the debate has gained more attention due to the fiscal situation facing many state and local 

governments and the high unemployment rate across the country. Studies have been conducted 

comparing the pay and benefits of federal, state and local government employees to their private sector 

equivalents. Because the data and methodology used to estimate the wages and benefits between public 

and private sector employees differ in each study, they have produced varied results.

Studies comparing the wages and benefits of public and private sector workers generally use two 

approaches. The first approach to analyzing compensation differences concerns worker characteristics in 

government, such as education attainment or skill set, and makes a direct comparison to someone with 

the same skills or education in the private sector. The second approach looks strictly at a government 

occupation and makes a direct comparison to an identical job in the private sector regardless of an 

employee’s individual characteristics. Depending on the approach used to study the wages and benefits 

of public versus private sector employees, the results will differ.

For example, a study done by the Congressional Budget Office (CBO) in January 2012 looked at the 

characteristics of federal employees, focusing on educational attainment by worker, and compared 

the compensation of federal employees with professional degrees, bachelor degrees and high school 

diplomas to that of private sector workers with the same levels of education.22 The study concluded 

that federal workers with a professional or a doctorate degree earned about 23 percent less than their 
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private sector counterparts. Federal employees with a bachelor’s degree earned roughly the same as the 

private sector and federal employees with a high school diploma earned 21 percent more than their 

private sector counterparts. Additionally, this study highlighted the fact that average benefits were 46 

percent higher for federal employees whose highest level of education was a bachelor’s degree than for 

similar private sector employees and 72 percent higher for federal employees with no more than a high 

school education than for their private sector counterparts.

Similarly, a study conducted by the Center for State and Local Government Excellence in 2010, “Out 

of Balance? Comparing Public and Private Sector Compensation over 20 Years,” used the people-

based approach, controlling for education.23 The study found that compensation for state employees 

was on average 6.8 percent lower than that earned by comparable private sector employees. However, 

the study did not factor in average hours worked between the public and private sectors even though 

state government employees generally receive more holidays and often work fewer hours than their 

private sector counterparts. In addition, education should not be the only variable for comparing 

identical jobs in the public and private sectors. An administrative assistant with an associate’s degree 

and one with a bachelor’s degree may perform exactly the same job and one may perform better and 

earn a better wage than the other irrespective of education, meaning that there are other characteristics 

involved in compensation.

The Reason Foundation’s Adam Summers has argued for not controlling for education to analyze 

compensation.24 State and local governments hire more educated people not because the job duties 

demand more education, but because they have access to the public’s money and government budgets 

are not as constrained as those of private firms. Summers also points out that, in the private sector, 

firms have strong incentives to keep costs down and pay no more than necessary for labor. 

In addition to the aforementioned approaches, there are also two different sets of data that are routinely 

used to make the comparison between public and private sector workers. The two data sets are the 

Current Population Survey (CPS) conducted by the Bureau of the Census for the BLS, and the NCS, 

which is conducted by BLS, with researchers generally utilizing the Employer Costs for Employee 

Compensation (ECEC) section of the survey. The difference between these two data sets is that the 

CPS is a household survey and the NCS is a survey of employers. Consequently, given the difference 

in data collection and presentation, researchers often come to different conclusions. While these two 

23 Keith A. Bender, John S. Heywood, “Out of Balance? Comparing Public and Private Sector Compensation over 20 
Years,” National Institute on Retirement Security, April 2010, http://www.nirsonline.org/storage/nirs/documents/final_
out_of_balance_report_april_2010.pdf.
24 Adam Summers, “Comparing Private Sector and Government Worker Salaries,” Reason Foundation, May 10, 2010, 
http://reason.org/news/show/public-sector-private-sector-salary.
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approaches and data sets are regularly used in the majority of studies, additional aspects and factors 

are often included in every study comparing public and private sector worker compensation. Most 

importantly, the two data sets do not provide any detailed information at the state level even though 

the BLS gathers this information and uses it for internal analysis.

A paper published in the winter of 2011 by two BLS research economists reviewed the many 

methodologies that have been used and analyzed public versus private compensation using a “hybrid 

approach,” taking into account both education and occupation and utilizing the two primary data 

sets.25 The economists looked at current and historical wage gaps and trends. They also explored the 

different methodological choices appearing in the literature on this topic such as whether or how 

to adjust for occupation or the size of an employer and which of these choices are important. After 

controlling for skill differences and incorporating employer costs for benefits packages, the authors 

found that, on average, compensation for public sector workers in state government is 3 to 10 percent 

greater than for workers in the private sector and local government has a compensation gap that is 10 

to 19 percent greater than for those with the same occupations and skill levels in the private sector. 

This report used the BLS NCS to compare state government to private sector wages and benefits 

across occupational categories based on a statistical model of the data. This approach has been used 

because there are far too many variables involved in looking at individual achievement and it would be 

insufficient to simply control for education.26 



Using BLS employment data, John Dunham and Associates created a series of models to estimate the 

wage rate across 22 various occupational categories and 50 states for private and public sector workers 

(see Appendix 1 for more detailed methodology). Unfortunately, as the literature review in this report 

illustrates, BLS makes only a limited amount of the data available to the public, and makes it essentially 

inaccessible at the state or local level, even for researchers or academics interested in analyzing the issue 

of government compensation. 

25 Maury Gittleman and Brooks Pierce, Compensation for State and Local Governments Workers, Journal of Economic 
Perspectives, Volume 26, Number 1, Winter 2011, pp. 217–242.
26 Generally, in a competitive marketplace, workers performing the same or similar tasks would be paid similar wages. 
However, state governments are different. Rather than competing with other firms, state governments are generally 
monopolies and, as such, face very different pressures than private companies, other than the requirement that most states 
must produce a balanced budget. In addition, the management of state governments is elected, and the process includes 
voters from the same workforce that they manage. This means that government managers and agencies face pressures from 
their workforce that are far different than those seen in the private sector.
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In conducting this analysis, linear programming was used to calculate the percentage of employees 

in each sector and occupational category. The share of total jobs across each state, each occupational 

category and each sector was estimated in order to balance the entire system. In short, the model 

consists of a system of 22 equations with 3,564 variables and simultaneously solves them as a system.

After obtaining the employment breakdown, wages were estimated across each sector and level of 

government. Once again, a linear programming model was used to solve across each state to ensure 

that the average wage in each state equals the number provided by BLS. This provided the wage for 

each of the 22 occupations for all 50 states.

Calculating pension and benefits proved to be a challenge. Although BLS maintains extensive wage 

information in its Employment Cost Index (ECI), the occupational classifications in the ECI data do 

not match the classifications in the wage and employment databases. Also, ECI data are available only 

at the national level, and mainly for private sector employees. The most recent ECI data at the national 

level were gathered and matched as closely as possible to the BLS employment classifications that were 

used for the wages and employment figures. Once the national level data was solved to the state level, 

state government and private sector wages and benefits could be calculated.

Next, a grading system was set up to gauge the differentials among states, based on the categorical 

nominal dollar difference in wages and benefits across states. The private sector wage was subtracted 

from the state wage to provide this value. In each category, states were ranked, and the top five in terms 

of the lowest differential were given an A, the next 10 were given a B, the next 20 a C, the next 10 a D 

and the bottom five an F. This grade was calculated for each of the 22 categories.

The “class score” or final grade was then developed by assigning a point value to each letter grade, with 

A receiving a five, B a four, C a three and so on. The numbers were added and the totals were then 

ranked. Again, the top five states in terms of their letter grade were given a final grade of A and the 

bottom five an F. 

In all cases, state wages and benefits were higher than those in the private sector, so the grades were 

calculated based on a curve, similar to what one might receive in school.

While an appropriate methodology and grading system for analyzing state government wages and 

benefits was created using the only public data available, the lack of consistent data categories and 

the inaccessibility of state and local level data are issues of government transparency that should be 

addressed.

-8-
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Based on occupation, wage and employment data from the BLS and broken down by ownership, 

comparisons of compensation were made across different occupations. Of the 22 major occupation 

categories prevalent in both the public and private sectors, 16 of those occupations in the public 

sector exceeded those of the private sector equivalent in terms of wages and benefits.27 Of these 22 

occupations, state government paid on average 6.2 percent more in wages and benefits than the private 

sector, averaging about $31 per hour in state government versus $29 in the private sector. 

The categories that had the most excessive government compensation when compared to the private 

sector were Architecture and Engineering; Education, Training and Library; and Protective Services. 

These occupations in state government earned on average $40.74 an hour in wages and benefits, while 

in the private sector, employees earned on average $29.22, which is $11.53 more per hour, or 40 

percent more than their private sector counterparts. 

United States Weighted Average Hourly Wages and Benefits for Workers
  

27 These 22 occupational categories come from the US Bureau of Labor Statistics Standard Occupation Classification 
(SOC). For these 22 categories, there are roughly 800 more detailed sub-categories. Additional information available at: 
http://www.bls.gov/SOC/#classification.

-9-
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Based on the wage rates calculated from the model, there is a great deal of variability in how much a 

particular state government occupation is compensated in comparison to the private sector. Looking at 

state government weighted average wages and benefits across the 22 occupations, Texas and California 

are the states in which state government wages and benefits most exceed their private sector counterparts.

Texas Hourly Wages and Benefits by Sector and Occupation 

In Texas, 15 of the 22 state-based occupations earned more than those same jobs in the private sector. 

Combined, the Texas state government paid $14 more an hour in wages and benefits than the private 

sector. The three occupations in state government that most exceeded the private sector in Texas were 

Business and Financial Operations; Healthcare Support; and Education, Training and Library.28

In California, 13 occupations in state government earned more than those same jobs in the private 

sector. Those occupations combined paid a weighted average of $43.10 per hour in state government 

wages and benefits versus a weighted average in the private sector of $30.65 per hour. This is equal to 

$12.45 more per hour for state government employees than the private sector in California. 

28 It is important to note that the relationship between state and local workers varies greatly across jurisdictions. In 
some cases, state governments are responsible for much more of the day-to-day operations of government, while in others, 
counties and local jurisdictions provide the bulk of government services. This analysis does not take these factors into 
account.

-10-



Public Servants or Privileged Class

California Hourly Wages and Benefits by Sector and Occupation 

In contrast to Texas and California, Utah and Montana were most in line with the private sector. Out 

of the 22 occupations compared for state government and the private sector, Utah paid its employees 

a weighted average of $28.70 in wages and benefits, whereas the private sector paid $24.74 in wages 

and benefits. This is equal to $3.96 more per hour for state government employees than private sector 

employees. The state government occupations that most exceeded the private sector were Education, 

Training and Library; Protective Service; and Personal Care and Service, paying on average $26 an 

hour in wages and benefits compared to a private sector average of $17 an hour. 

Similarly, Montana compensated its state employees more in line with the private sector than states 

like Texas or California. Out of the 22 occupations analyzed, state employees in Montana received a 

weighted average $25.89 in wages and benefits whereas private sector employees earned a weighted 

average of $21.80 in wages and benefits. As a result, state government paid $4.09 more per hour 

than its private sector counterparts. The three occupations that most exceeded the private sector in 

compensation in Montana were Protective Service; Education, Training, and Library; and Building 

and Grounds Maintenance, paying on average $17 an hour in wages and benefits compared to a 

private sector average of $14.50 an hour. 

-11-
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Utah Wages and Benefits by Sector and Occupation

Montana Wages and Benefits by Sector and Occupation

In order to measure how well different governments are performing at the task of keeping wage rates 

within a reasonable margin of those of private sector employees, this report includes a grading system 

(Appendix 2). These grades are similar to those received by students and are based on a normal (or 

bell-shaped) distribution with states having an average differential in wages and benefits earning a C, 

those with a higher differential a D or F, and those with the lowest differentials an A.

-12-
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Taxpayers in every state are struggling to grasp the sheer magnitude that state and local government 

unfunded pension liabilities are having on programs and services. Cities in states from California to 

New Jersey are unable to open new libraries and have been forced lay off police officers. Consequently, 

more and more government services are being cut instead of dealing with the escalating problem. 

Considering that there are $2 to $4 trillion in unfunded liabilities for state and local government 

employee benefits across the U.S. and an average of $40 to $80 billion per state, an excessive amount 

of cuts to important government programs and services would have to take place in order to rein in the 

trillions of dollars of unfunded liabilities. 

 Based on the data available and the results of this analysis, it can be seen that states like Utah and 

Montana are more in line with the private sector than many other states. Nevertheless, Utah still has 

an unfunded state employee pension liability of $6.5 billion29 and Montana has an unfunded pension 

liability of $1.6 billion for state employees.30 Although these liabilities are well below the average, 

cutting billions of dollars from other budget areas to fund pensions could have a devastating effect on 

many important government programs and services.

 This report and similar studies have exposed the pension liability problem, but until states and the 

BLS provide more transparency, citizens and researchers will not fully understand the magnitude of 

the problem. No state compensates the public sector on par with or below the private sector in terms 

of wages and benefits for the 22 occupational categories analyzed in this report. People should enter 

public service because they are passionate about their work, not simply the size of their paycheck. 

The tables included in Appendix 3 and Appendix 4 to this report compares differences across 

occupational categories for each of the 50 states. Appendix 5 includes details for all 22 categories for 

each state.

29 Bryan Leonard, “Utah Pension Reform that Works,” State Budget Solutions, June 1, 2011, http://www.
statebudgetsolutions.org/publications/detail/utah-pension-reform-that-works.
30 “Montana Public Pensions,” Sunshine Review, http://sunshinereview.org/index.php/Montana_public_pensions.
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 :  

The BLS collects extensive data on employment levels as well as on the wages and benefits paid to 

employees in the private and public sectors. Unfortunately, the agency only makes a limited amount 

of that data available to the public.  

John Dunham and Associates created a series of models to estimate the wage rate across 22 various 

occupational categories and 50 states for private and public sector workers, using two data sets from 

the BLS:

%� Data on wages and employment by occupation and state31 

%� A national data set providing detailed information on wages by occupation and sector (federal 
government, state government, local government and private)32

The model used linear programming to first calculate the percentage of employees in each sector and 

occupational category. The model estimates the share of total jobs across each state, each occupational 

category and each sector in order to balance the entire system against the available data. In short, the 

model consists of a system of 22 equations with 3,564 variables and simultaneously solves them as a 

system.

In an unbounded model of this type, there may be a wide range of possible solutions. As such, the 

linear programming model needed to be solved iteratively, in stages, first solving to ensure that the 

figures across states match the actual data, then re-solving to ensure that the figures across the private 

and government sectors match, and then solving to ensure that the occupational sectors match. This 

was done iteratively until the entire model solves and each of the constraints was met.

 After linear programming determines how many individuals work in each occupational category, state 

and sector, average wages are calculated using a separate model. Again, the BLS provides data on wages 

by state and by occupational category, but provides wage data only by category across the private and 

government segments at the national level.

Using the employment breakdown numbers developed in the first model, wages were estimated across 

each segment such that the weighted average wage in each of the 22 occupational categories in each 

segment (private, federal government, state government and local government) is equal to the national 

31 U.S. Department of Labor, Bureau of Labor Statistics, National Compensation Survey.
32 U.S. Department of Labor, Bureau of Labor Statistics, “Occupational Employment Statistics.” http://www.bls.gov/
oes/oes_dl.htm.
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wage rate. A linear programming model was then used to solve across each state to ensure that the 

average wage in each state equals the number provided by the BLS. Because there are missing segment 

data in the BLS databases, the wage rates cannot solve out exactly; however, once again using an 

iterative process the wage in each category was solved to within a few cents per hour for each state, 

segment and occupation.

The third model incorporated the limited data available on benefits to the wage rate. Again, the BLS 

maintains extensive wage information in its Employment Cost Index (ECI) database.33 Unfortunately, 

the occupational classifications in the ECI data do not match the classifications in the wage and 

employment databases. Also, ECI data are only available at the national level, and mainly for private 

sector employees and “all civilian employees.” The most recent ECI data at the national level were 

gathered and matched as closely as possible to the BLS employment classifications. For the purposes 

of this model, all government employees, state, federal or local, were assumed to have similar benefit 

levels. Missing government level benefit values were solved for algebraically, so that the total civilian 

benefits matched the weighted average across the government and private sectors. Where data were 

missing they were replaced with sector means. These national benefit estimates were then multiplied 

by wages across each of the 22 occupational categories for each state.

33 U.S. Department of Labor, Bureau of Labor Statistics, “Employer Cost for Employee Compensation,” http://data.
bls.gov/cgi-bin/dsrv?cm, data for 4th Quarter 2011 or latest month available.
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 :    

Note: Grades are based on the 
standard deviation from the mean 
wage differential.
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