Introduction

ince the late 1970s, there has been a class war over control of

trillions of dollars dedicated to retirement plans of all types.

On one side stand Wall Street titans and other members of the
financial services industry. They seek to control these funds to profit
from them directly. On the other side stand working people, the nom-
inal owners of these funds, who are counting on them being available
and sufficient to finance their retirement years.

Social Security is the biggest prize in the retirement plan class war.
It’s no great mystery why Wall Street-related financial interests and
their ideological supporters in political parties and think tanks want
to privatize Social Security and are waging a long-term class war to
do so. In the most recent year, Social Security collected in revenue
just short of one trillion dollars and held in reserve an additional 2.9
trillion, for a total of 3.9 trillion dollars.! That’s 3.9 trillion dollars out
of reach of Wall Street profiteers. At the same time, Social Security is
the biggest retirement asset held by most working Americans. Losing
it to the financial elite would put a severe dent in their retirement
standards of living. Wall Street profit taking would lower the benefits
they now receive.

If the battle over Social Security is ongoing and yet to be decided,
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the Wall Street financial elite can already count a significant vic-
tory. Since the early 1980s, it has engineered the transformation of
most employer-provided retirement plans from traditional pensions
to more profitable 401(k)-like savings and stock market investment
schemes. In so doing, it has seized control of a large portion of the
collective retirement savings of working Americans. According to Ted
Benna, a benefits consultant who was one of the original architects
of the transformation, the 401(k) “turned the mutual fund industry
from a few cottage-sized businesses into financial giants”> This devel-
opment is one of the major causes of what economists refer to as the
financialization of the economy.

The most visible battle of the class war over retirement plans has
been the attack on the remaining sector of the workforce that still
has traditional pensions: public sector workers. Ideological allies of
the financial elite have done an excellent job convincing much of
the public that these pension plans are a costly burden on taxpay-
ers, overly generous, threaten to bankrupt governments, and reduce
funds for needed public services such as education. Republican and a
not insignificant number of Democratic politicians continually intro-
duce bills to replace the pensions with 401(k)s. Yet pension plans cost
governments less than 401(k)s for the same benefit amount. Most
public pension plans are in sound financial shape despite media focus
on the few that are not. The campaign against public pensions, using
the scary-sounding term unfunded liabilities, spotlights the weakest
plans as if they were typical, despite the fact that those plans are weak
because of past underfunding. Underlying the campaign is the pro-
motion of pension envy, aimed at most private-sector workers, who
are now looking forward to an insecure retirement with insufficient
401(k) savings. The message: it is unfair for public workers to have
secure retirements when we don’t. Instead of arguing that all those
who work for wages deserve secure retirements, workers are urged to
form a circular firing squad and end all secure pensions.

The termination of collective pension funds would not only end
the most favorable form of retirement plans for working people,
it would also end a type of power that they have in the class war:
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their collective capital. Pension funds such as the California Public
Employees Retirement System (Calpers) hold billions of dollars of
investment capital. How they decide to invest what can be called
labor’s capital has a huge impact on corporations. They can use that
capital to influence corporate practices that concern labor. They can
withdraw investments from companies with unfair labor practices, as
has been done.?

I come from a family of labor activists. My wife was a union organizer.
My daughter is one. I have been an active union member for most of
my life. When I was approaching retirement, I discovered that my
401(k)-like plan would come up very much short in terms of provid-
ing the income my family and I needed to maintain our standard of
living. Like any conscious union member, I suspected that if I had
that problem, then very likely so did a lot of my co-workers. I, though,
had an advantage over them. I had studied retirement plans as a part
of my work position as a researcher and knew that the fault of our
plan coming up short lay not so much in anything we had done or not
done but in the type of plan itself. I knew that some co-workers had a
different type of plan and that they would be fine in retirement. They
were paying less than half what we were in contributions, yet would
receive over twice the retirement income. If we could only get into
their plan, a real pension plan, we too would be fine.

It was a solution that was both deceptively simple and very dif-
ficult to accomplish. Yes, changing plans would deliver much higher
retirement income. But to change plans required the agreement of
our employer, in this case the state of Connecticut since we were state
workers. I first worked out a way that would actually save the ever
cash-strapped state money if it allowed us to change plans. I went to
state officials with the issue. There was some sympathy for our plight
but a unanimous consensus that it was quite impossible, probably
even illegal, to allow us to change retirement plans. We were irrevo-
cably bound to the plan we were in. I went to union leaders with the
issue. They sympathized too but thought it a lost cause. Putting effort
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into trying to obtain it would be a waste of time and resources. I went
to labor lawyers to see if we could sue our way to relief. No, was the
common answer. The lawyers, however, did note that there was noth-
ing illegal about what I was proposing. While the state was under no
obligation to grant the request, there was nothing that legally prohib-
ited it from doing so. It was a matter of somehow getting our employer
to agree to allow us to change plans.

I already knew that they wouldn’t accept the proposal to change
retirement plans just because it was a good idea. There’s a built-in
lethargy to large bureaucracies. Once they have a system in place that
seems to work, there is a reluctance to change it. I couldn’t just ask
them to make a change. I had to find some way to make them change
plans.

I had run up against the classic reason workers join together into
unions in the first place. You're not likely to have much success indi-
vidually confronting an employer. Youre much more likely to have
success if all of the workers approach the employer as a collective
force. Or, as the old labor song goes:

Many stones can form an arch
Singly none singly none.*

If T wanted that collective force to back up what I knew, based
on my job as a researcher into retirement plans, to be a good idea, I
would have to organize it with others who were in agreement.

I set out to do that. The idea caught on quickly among co-work-
ers deeply worried about going off their own fiscal cliffs when they
retired. Most doubted we could prevail but were willing to listen and
go along just in case. Surprisingly, once we organized, progress came
quickly. The unions responded by filing a supporting grievance, the
remedy of which would be to allow employees to change retirement
plans voluntarily. That led, through twists and turns, to a successful
outcome that allowed state employees to change into the much better
state employee pension plan. The underlying lesson: nothing hap-
pened until we got organized.
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I wrote about that struggle in Social Insecurity: 401(k)s and the
Retirement Crisis.?

What struck me was how little many union officers, as well as
members, knew about retirement plans, despite their importance.
Granted, this was the case where I was. There are other union situ-
ations where officers and members are keenly aware of the issues
involved with their plans. You can see that in the resistance that is
often provoked when employers try to cut back or eliminate pension
plans. Nevertheless, I suspect that there is much more lack of aware-
ness by employees of the stakes involved in their retirement plans.

When I look at my history, I have to admit that I fell into the lack of
awareness category for the major part of my working life, especially
when I was young. Like death, retirement is a subject that most young
people would prefer not to contemplate. In their eyes, retirement is an
unpleasant subject, a step before death, the ultimate unpleasant inevi-
tability. Thinking about retirement when young is thinking about the
depressing reality that one day you will no longer be young.

When you are young, life’s highway ahead looks very long, stretch-
ing into infinity. When you are old, the traveled road looks much
shorter. I am now in my seventies and can remember events of my
teen years like they happened yesterday. When I was a teenager, I
often thought about the millennial year of 2000 as being in the very
distant future. It seemed unimaginable to me that I would be fifty-
six at the time since I was born in 1944, making me a war baby, just
before the famous boomers. I could not imagine reaching that mil-
lennial year. Time crept slowly. But 2000 has come and gone and the
years since seem to whip by.

When you are young, time is longer in your perception. If you are
twenty years old, ten years make up half of the only reality you have
directly experienced. When you are seventy, it makes up only one-
seventh of your life. The longer you live, the shorter the perceived
reality of each year.

At age twenty, retirement at age sixty-five is forty-five years into
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the distant future. Forty-five years is a long time. It is an even longer
time if you are young. But the chronological years do inevitably go by;
they seem to go by slowly at first but then they are gone in a rush. At
five years before retirement, you realize that it is coming up fast, very
fast. You cannot avoid thinking about it now. Worse, if you have not
participated in a good retirement plan, there will be little that you can
do to make up for lost time.

This is all an argument for learning about retirement plans as early
as possible. It’s a hard sell because retirement for many is an excep-
tionally dull subject. It’s for older people. You are young or at least not
old. It's a reminder that one day you will be a lot closer to death, which
is a real bummer, an unpleasant subject. There are a thousand reasons
not to think about it. It’s easy to put off, like writing a will.

Retirement is the last act before the end of the show, death. And
you're still in the first acts. Like in theater, youre dealing with earlier
elements of the drama of your life—leaving the home you grew up in,
finding a mate or not, having children or not, getting a job. The list
goes on and retirement planning is not on it.

I believe that humans are a problem-solving species. Solving small
and large problems consumes our lives. What will we wear today?
What and how will we eat? How will we get to work? Issues to be
solved always fill workdays. Having problems is a normal part of life.
It's only when we are dead that we do not have problems.

Some problems have immediacy; they stare us in the face and
must be dealt with now. Your child has cut herself badly while play-
ing. Other problems don’t or at least don't seem to require immediate
action. Retirement planning is like that the younger you are. We can
store the problem in a remote region of the brain for later attention.

But the problem of putting it off, kicking the can down the road,
is that some things are a lot easier and less painful to do earlier than
later. If your retirement security depends on how much you’ve saved,
the more you put away beforehand, the less you will have to set aside
later. While that may seem obvious, there is a part that is not so obvi-
ous. Retirement savings have two parts: how much of it grows as a
result of new contributions and how much of it grows as a result of
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investment gains. At a certain point, the latter becomes more substan-
tial than the former. Savers don’t just have to put in contributions,
they also have to leave in the money there for a long time to render
maximum returns and assure retirement security. It is challenging to
make up for lost ground later in life. There are inherent problems with
this approach that I will discuss. But if you're stuck with it, you should
be aware of the need to start contributing early and not put it off.

At the same time, no one should have to spend their early decades
obsessing about their retirement years. Other problems require atten-
tion. Nevertheless, retirement can’t be ignored entirely. At least a few
decisions must be made, and the more knowledgeably those decisions
are made, the better. That’s why this book is here.

People reading this so far who have 401(k)s may believe either (a) I was
completely wrong, and their experiences are or will be different, or (b)
they are doomed, and the situation is hopeless. It is not my purpose to
promote either conclusion. I don’t agree with (a) or I wouldn't be a critic
of 401(k)s. But at the same time, I am not a futilist, the (b) option.

Most people in the United States now, if they have an employer-
provided retirement plan, are in a 401(k)-type plan. Their deficiencies
require a national reckoning. To have that reckoning, one that leads to
reforms to rectify them, will require an understanding by their partic-
ipants of what is wrong with them. Union and rank-and-file activists
will need to understand the nature of the beast and what they are up
against.

Retirement plans are complicated. That is one of the main reasons
many participants prefer to avoid thinking about them, hoping for
the best. They all have different features, even within the broad types
of traditional pensions and individual retirement savings and invest-
ment plans like 401(k)s. They are complicated because finance in and
of itself is complicated. They are complicated because they require
information that is not always readily available, such as how long one
is likely to live in the retirement years. But just because something can
be complicated or opaque does not mean it cannot be understood.
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In the course of my professional work and labor activism, I have
counseled hundreds of people about their retirement plans, and I
have spoken to many more about labor struggles regarding them. A
common observation is that they don’t know as much about those
plans as they should. A union leader in charge of negotiating a retire-
ment benefit told me with a sigh that he was an English major in
college, hardly preparation for what he had to deal with now. All
the retirement experts, he complained, seem to be on the other side.
He very much wanted to do the right thing for his members, and
he understood the severe consequences if management cut retire-
ment benefits. He wished he knew more to defend member interests
adequately.

In our Connecticut struggle, the state employee unions formed a
coalition to bargain retirement and other benefits. Representing the
coalition in negotiations was an exceptionally skilled lawyer who was
a genuine expert on retirement plans. We were lucky to have him. But
that expertise did not spread through the ranks of the labor officials.
When members had questions, even basic ones, the officials were ill-
equipped to answer them. At one point, I commented to a pension
attorney that I didn’t think there were more than twenty-five people
in the state who understood how the state employee pension plan
worked. He agreed and then added that there were a lot more people
who thought they did, especially politicians who were proposing
reforms to it. Conversations I had with several journalists who had
been writing about it confirmed this lack of general understanding.
In one case, I spent an hour in a coffee shop explaining to a journal-
ist how the pension plan worked. She was very appreciative, and her
reporting on it became much better.

It’s easy to see how union officials and reporters would not nec-
essarily know much about retirement plans. They have many other
concerns. Union officials confront a wide variety of problems.
Reporters go from story to story. When a retirement plan problem
or issue presents itself, they have to deal with it even if they do not
have the full understanding to do so. Members of retirement plans,
of course, should also know much more than they likely do. When I

TLGTRP text.indd 16 @ 7/12/2021 8:04:02 AM



INTRODUCTION 17

was counseling employees about their plan options, I discovered just
how little most people knew. Those baffled by their retirement plans
included heads of economics departments and other economists
whom the New York Times quoted as experts knowing something.

Its also true that retirement plans can be very complicated. But here
it’s necessary to distinguish between fundamental plan principles and
the often opaque features that managers have added. Underneath a
maze of specifics, such as different rates of benefit accrual, will be a
straightforward structure. There are other types of complications that
require the expertise of lawyers and actuaries to decipher. But most
of what needs to be understood does not require technical, legal, or
mathematical specialization. It is accessible to plan members, labor
organizers and officials, and others who are called upon from time to
time to assess retirement plans.

With respect to knowledge of the basics of retirement plans and
those areas that require specialized expertise, I aim at the former in
this book. Its goal is to provide the basics of what labor people should
know, including employees and their union representatives, if they
have them. This is somewhat like health advice books. There is a dis-
tinction between what everyone should know to take care of essential
health needs and when to call the doctor. Here, it is the distinction
between what you should know and when you need to call a techni-
cal, legal, or other type of expert.

Knowing the nuts and bolts of retirement plans will allow employ-
ees to critically assess changes to plans that employers advocate or
make. Employers always present these changes as being in employees’
interests, but unless you are naive enough to believe that employers
without exception have the best interests of their employees in mind
rather than their own, it is best to be equipped to assess them critically.

This book is not a neutral account. It will evaluate types of plans
and features in terms of which are better and which are worse for
working people. Also, I will, out of necessity, address national issues,
since, ultimately, retirement is a national issue. From a labor perspec-
tive, there are national as well as workplace reforms needed to resolve
the country’s chronic retirement problems.
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The purpose of this book is broadly educational. For readers, to
help them navigate through the complicated and often impenetrable
world of retirement plans so that they will be in a position to defend
themselves and their interests. For employees, it will be strategic
information for charting their strategies. For union organizers, it will
be information and understandings that they can use to navigate the
retirement benefit provision of contracts. It will also be information
that they can pass on to members in terms of labor education and as
responses to their questions and concerns.

In this book I will share what I have learned from years of study
and retirement activism. I will present the material in as understand-
able a manner as possible. In many cases, it took me a great deal of
time to understand an issue because no one else had explained it well,
perhaps because they did not themselves understand it. Writing can
be annoying when you suspect the writer is trying to hide a lack of
understanding by not clearly explaining a critical concept or idea. I
hope not to be guilty of that type of incomplete or lazy writing in the
pages to come. I have made sure that I understand what I am writing
about, so that I can explain it well.
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