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State and local government debt is defined as “all interest-bearing short-term 
credit obligations and all long-term obligations incurred in the name of the 
government and all its dependent agencies, whether used for public or private 
purposes.” Governments issue bonds and incur debt for big-ticket items like roads 
or large construction projects. Nationally, state and local governments had over 
$3 trillion in outstanding debt in 2016, with 61 percent at the local government 
level and 39 percent at the state government level. The figure shows combined 
state and local debt per capita, with Kentucky third among the competitor states 
at $8,940, 37 percent of which is held by state government. The U.S. per capita 
debt for state and local governments is $9,490. These dollars have been adjusted 
to reflect state-level cost-of-living differences using regional price parity estimates 
from the U.S. Bureau of Economic Analysis.
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Public Pension Funding Gaps
Kentucky’s public pension programs are in dire financial shape, evidenced by an 
estimated $43.4 billion unfunded liability (based on 2016 actuarial assumptions). 
By multiple measures, Kentucky’s public pension system ranks as one of the 
most financially troubled among the 50 states. There are eight public pension 
programs: County Employees’ Retirement System (Hazardous & Non-Hazardous); 
Kentucky Employees’ Retirement System (Hazardous & Non-Hazardous); State 
Police Retirement System; Judicial Retirement Fund; Legislators’ Retirement Fund; 
and the Teachers’ Retirement System. In 2016, these pension funds were funded 
at approximately 31 percent of the level needed to be fully funded—one of the 
lowest funded ratios in the country. The map below, which is produced from 2016 
data published in the PEW Charitable Trusts, The State Pension Funding Gap: 2016 
(April 2018), shows Kentucky’s  position relative to other states. Unfortunately, 
since 2016, Kentucky’s pension programs have lost additional financial ground 
and unfunded liabilities are continuing to grow. The state’s ability to improve the 
finances supporting these public pension programs is tightly linked to the state’s 
overall financial health, as discussed on the preceding pages.
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