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PENSION REFORM:
Protect workers from losing earned benefits

BY ROBERT WEINER and CAEL PULITZER
weinerpublic@comcast.net
The scope of the retirement crisis is numbing: Out of 142.6 million active American workers, 101 million have a private pension plan. It is the lifeblood for most Americans supplementing the near poverty of pure Social Security.

However, major companies, including United Airlines, Verizon, Sears and Hewlett Packard have now reduced their guaranteed retirement plans. General Motors, with Ford expected to follow suit, has also reduced its pension benefits. Credit Suisse First Boston contends that General Motors' pension fund is $12.3 billion short of what it owes its work force. Enron-scammed workers get nothing from their $1 billion former 401(k). Six thousand retired Polaroid employees, who are too old or unable to work, receive only $47 a week and have lost $100,000-$200,000 each from their retirement funds.

Workers' retirement funds have become a bargaining tool to cede for company security. Judges are supporting these reductions as a means of assuring companies' financial security. What is going on here? If companies are protected from losing money, why aren't the workers?

The solution is not complicated. These investment portfolios must be controlled by third parties and not by the companies themselves in order to guarantee their workers get their deserved retirement.

Companies must keep promises
When a worker joins a company, he or she is routinely told that the pension fund is secure. Let's make sure it is, requiring the company to keep its promise by placing the ongoing retirement funds for each worker into the hands of a protected third party not under company control -- a bank, an investment fund, a trust or any other type of savings account or 401(k), with no withdrawal permitted by the company. A company will be bound to keep its promises because it can't take the workers' pension money for other purposes.

The Pension Benefit Guaranty Corporation (PBGC) is a quasi-government organization created in 1974 to make sure companies comply with pension law and help workers if their companies cannot. Thanks to the misfortunes or mismanagement of many large corporations, as we've seen in the news, it is under tremendous financial stress. Its deficit doubled from a then-record $11.2 billion reported in fiscal year 2003 to $22.8 billion today.

Because PBGC cannot afford to pay many of these workers what they have earned over the course of their careers, judges are ruling that sliced benefits are acceptable. Acceptable to whom? Too many seniors have to make a choice; rely on family and neighbors, or live in poverty.

Protecting pension deposits in a third party vault is a ''tough love'' proposal. If the money is already there, locked and protected, these companies or the government won't have to find any new money for a pension bailout.

On Dec. 15, the House passed a pension bill that does improve the current system; however, it is still filled with loopholes including years (seven) for companies to pay what's owed, and partial funding even then (90 percent). Those loopholes are huge for any worker the year he or she retires. Companies with huge deficits over a few years can and will still use bankruptcy laws to harm workers -- as has been happening. Retirees will continue to lose their own money. Again, the solution is third-party protected pensions: All the worker's pension money is untouchable. Hopefully, House-Senate conferees will consider this idea in next year's negotiations.

This issue and the proposed solution are neither liberal nor conservative, neither Democrat nor Republican. Even President Bush, who supports corporations on tax cuts and deregulation, has weighed in for pension reform: ''My message to corporate America is, you need to fulfill your promises,'' Bush said. 'When you say to a worker, `This is what they're going get when they retire,' you better put enough money in the account to make sure the worker gets what you said.''

Expensive healthcare
A principal reason for the corporate financial crisis is the cost of healthcare benefits -- that's what GM just said in reducing its health program. The problem is compounded for workers: How are retirees who no longer have pensions expected to afford healthcare? The congressional leadership currently allies with the American Medical Association and the American Hospital Association to oppose a governmental health plan. Yet contrary to the public myth, the United States does not have the best health service in the world, just the most expensive. The United States ranks 26th in infant mortality and 24th in life expectancy and is the only major nation without a national health plan. In addition to helping workers, a good national health plan will help corporations financially.

Congress and the White House must forge a solution to ensure that companies stop under-funding their workers' pensions. If nothing is done, retirement solvency will be a thing of the past, and the dream of a Florida retirement could fade from reality.
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