
Frequently Used Terms 
 
Tenure 
In MN, tenure is only bestowed on college professors, not on P-12 
educators. 
 
Continuing Contract: In MN, this is what happens to P-12 educators after 
you sign your 4th contract in a school district, (or your 1st contract after 
gaining it at another MN school district). It means you have an ongoing 
contract with the district you work in until separation by either party. 
 
Sometimes you may hear someone say something such as: "Once a (MN) 
teacher gains tenure, they can never be terminated".  Incorrect use of 
terminology and incorrect statement. 
 
Defined Benefit  (DB) 
Means you pay a yearly % (currently at 7.5%), and the district pays 7.5% 
toward your retirement.  The pool of people investing as a group is over 
70,000 (Ed MN members).  It is invested by the TRA Governing Board 
(elected by you - the members).  Once you retire, you have a set monthly 
amount you receive - forever. 
 
Link to MN TRA (interesting to check out as it YOUR retirement $$'s): 
https://www.minnesotatra.org/default.html 
 
Defined Contribution  (DC) 
Most commonly know as a "401K" or a "403B". You invest whatever 
amount you choose throughout the course of your working career. The 
place of employment may or may not have a matching amount (we do in 
our contract).  Upon retirement, the monthly amount you receive is 
determined by the stock market. 
 

 
 
 
 
 



What distinguishes a traditional pension 
from a 401(k)?  (information from MN Teachers Retirement Information 
Bulletin, Active Edition, Summer 2014) 
 

There’s much debate these days about defined-benefit (DB) 
pensions (like TRA) vs. defined contribution (DC) or 401(k)-
type retirement plans.  Here are some tidbits for you: 
 
• DB pensions are cheaper and keep retirees self-

sufficient. 
• DB pensions can deliver the same retirement income at 

half the cost of a DC plan due to higher investment 
returns and pooling longevity risk.  (Almeida and 
Fornia, 2008) 

• Studies show that individual investors are less 
successful than large institutional DB investors – DB 
investment returns outpace individual returns by 1% to 
1.7% annually.  (Towers Watson, 2009, and 
Morningstar, 2007) 

• A national study showed DBs reduced poverty and 
lowered federal public assistance costs by $8 billion 
annually.  (National Institute on Retirement Security, 
2012) 

• To fund a benefit similar to the average TRA retiree’s 
(about $2,300 a month), you would need between 
$425,000 (average life expectancy) and $525,000 (life 
expectancy mid-90s) in a 401(k) account. 

• This assumes you earn at least 4% annually on your 
investments during retirement, which is not easy. 

	  


