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EXECUTIVE SUMMARY
Multiemployer pension plans are joint pension plans created in partnership between employers and unions, which
allow for employees working in industries that require them to move between different employers the retirement
security of a pension. Multiemployer pension plans have recently faced pressure due to declines in many
manufacturing industries, demographic shifts, and a host of other factors. Many of these pensions today are on the
brink of collapse, which would be disastrous for the U.S. economy and workers.
In this issue brief, we will examine the overall state of multiemployer pension plans in the U.S. and discuss various
aspects of these pension plans. Overall, there are several key considerations to take into account:
• There are several underlying problems facing multiemployer pension plans and the historical trends that have
exacerbated the current situation. These largely include declining manufacturing, demographic trends, and
changes to American trade and regulatory policy.
• Currently, pensions are taking several steps to avoid insolvency in the face of the ongoing crisis, with varying
degrees of risk. Pensions are primarily focused on cutting benefits, forcing employers to pay more into the
plan, or making more risky investments to close the financial gap.
• The federal government has historically taken actions through legislation and regulatory efforts to reform
multiemployer pension plans. This includes the Labor Management Relations Act, the Employee Retirement
Income Security Act, the Multiemployer Pension Plan Amendment Act of 1980, the Pension Protection Act of
2006, and the Multiemployer Pension Reform Act of 2014.
• Several prominent multiemployer pension plans in the United States stand out for their endangered status.
These are the Central States Southeast and Southwest Areas Pension Plan, the Bakery and Confectionery Union
and Industry International Pension Fund, the United Mine Workers of America Pension Fund, the Legacy Plan
of the National Retirement Fund, and the Southern California UFCW Unions and Food Employers Joint Pension
Trust Fund.

WHAT IS A MULTIEMPLOYER PENSION PLAN?
Multiemployer pension plans are pension plans created jointly by two or more employers and a union, or multiple
employers and unions by allowing multiple employers to pool resources in order to help provide a secure
retirement for workers. They are generally created through collective bargaining between employers and a union,
which establishes each group’s respective contribution responsibility. These pension plans are usually run by a
1
board of trustees which has representation from both the employer and the employees.
Multiemployer pensions can be either local or national, which cover employees working in a specific industry all
around the U.S. These plans are created between employers and employees by industry, with construction, food,
or trucking all serving as relevant examples. As many workers in these industries tend to work on a contract basis
and for multiple employers, and because many engage in a high level of seasonal work, multiemployer pension
2
plans allow these employees to continue to accumulate pension benefits even when they change employers.
Multiemployer pension plans were largely well funded through the 1990s, as the number of retirees had not yet
begun to significantly outpace employees and investment returns were lucrative. The dot-com bubble crash in
2000 both harmed investment returns and led to declining contribution bases. The 2008 financial crisis led to
further funding challenges just a handful of years later along with businesses declaring bankruptcy.
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UNDERLYING PROBLEMS
In addition to economic downturns, multiemployer pension plans have been facing steep declines due to changing
demographics and labor market conditions. Many industries, such as manufacturing, have been in decline in the
U.S. for decades now which has also led to declining union participation. At the same time, the increasing number
of retirees has created large disparities between the number of employees and retirees. In many plans, it is
common to see two to five times as many retirees as employees in any given plan. This means the pension must
pay out much more than is being put in, creating stress on the system which can eventually lead to insolvency.
Multiemployer pension plans are not uniformly in financial trouble across the board, and in fact many have regained
solid footing in the wake of the past decade of economic growth (before the downturn caused by the COVID-19
pandemic). According to research from the Milken Institute, in the first six months of 2017, the aggregate funding
percentage for all multiemployer pensions climbed from 77% to 81%, reducing the system’s shortfall by $21 billion—
3
an improvement driven largely by favorable investment returns.
However, in spite of positive gains from stock market investment returns and other favorable assets, these plans
face much more profound challenges stemming from broader changes in society and the economy.
Over the past forty years, there has been a significant decline in union membership throughout the United
States - a trend that disproportionately impacts multiemployer pensions. Between 1983 and 2015, the number
of individuals with private sector union membership in the U.S. fell from 12 million to 7.6 million, and continues
4
to decline. Between 2000 to 2015, union membership in the transportation sector declined by 6.7 percentage
5
points, with rates in construction, retail, and other relevant industries seeing similar declines. This rapid decrease
in new membership has also skewed the demographic trends of union members; today, half of all union members
are between 45 and 64 years old. Both of these trends have led to a greatly decreased base of contributions for
multiemployer pensions, leading to a greater reliance on investment returns to meet financial obligations rather
than new contributions to the system.
Shifts in American regulatory and trade policy have also contributed to underfunding. This has been especially
prevalent in the manufacturing sector, where a boom in imported products has led to a drop-off in American
workers. Increased competition within industries has also caused a re-evaluation of multiemployer pension plan
benefits, as companies in industries such as trucking do not want to be left with the burden of covering for the
6
retirement of competitor’s employees when the competitor goes out of business.

CURRENT CRISIS
As of 2014, there are 1,403 multiemployer pension plans active in the U.S. These cover 10.1 million employees. Of
these, a minority of plans are facing significant funding issues—but these plans total around 1 million participants.
114 multiemployer pension plans are currently classified as underfunded, meaning that a solution must be found or
7
else the pensions may soon become insolvent. As of 2016, 167 multiemployer pension plans were classified as in
8
“critical status” by the Department of Labor.
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To avoid insolvency, multiemployer pension plans have three major options.

1. Cut retiree benefits to cut costs.
2. Increase employee contributions.
3. Pursue higher investment returns that can help close the gap.
Most multiemployer pension plans are restricted from cutting benefits to current retirees, and can only cut from
future benefit accruals. These cuts have generally been insufficient to save any pensions. Increasing employee
returns is also difficult as this forces the burden on individuals often without the means to pay. Furthermore,
investment returns can be volatile, as demonstrated by the dot-com bubble, the 2008 financial crisis, and the 2020
COVID-19 economic downturn.
Pensions such as Central States, which is the multiemployer pension plan most endangered, have reduced retiree
benefits, but are currently so strapped for cash that they have shifted most of their funds from investments to
short term cash withdrawals so the immediate benefits can be paid. This is called a “death spiral” and signals the
9
inevitable collapse of a pension plan without outside intervention.

LEGISLATIVE HISTORY AND INTERNAL REFORMS
There are a number of statutes and formal rules currently governing multiemployer pensions in the U.S. The
Labor Management Relations Act requires that contribution obligations be explicitly written out, that there be
equal numbers of union and employer representatives on the pension’s governance board, and that contributions
can only be used for paying retirees. The Employee Retirement Income Security Act requires that trustees of the
10
pension act within the scope of their fiduciary duties: to maximize financial gains for the pension and retirees.
Finally, the Internal Revenue Code also explicitly limits pensions by almost entirely restricting cuts to benefits that
retirees have already accrued. Certain federal funding rules also require that multiemployer pensions maintain a
11
funding standard account.
The Multiemployer Pension Plan Amendment Act was passed in 1980 and required employers who wished to
withdraw from a pension plan to pay withdrawal liability, which was the proportionate share of the unfunded
12
liabilities. The Pension Protection Act of 2006 clarified the status of multiemployer pensions by requiring actuaries
to give the IRS an annual certification of a pension’s status: endangered, critical, or neither. Pensions that were
13
less than 80% funded were considered “endangered,” while plans below 65% funded were considered “critical.”
Pensions under critical status were required to adopt solution plans that explain how the trustees are going to
either rehabilitate the plan out of its critical status within 10 years, or how they will maintain the plan in its current
14
critical form.
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Most importantly, the Pension Protection Act allowed multiemployer pensions in critical status to cut back on
already-earned benefits for retirees. These benefits included post-retirement benefits, subsidized optional forms
of payment, and disability payments among others. This was previously impossible under existing laws, and most
15
critically endangered pensions have taken this step as a major way to avoid insolvency.
Finally, the Multiemployer Pension Reform Act of 2014 changed major components to the core regulations
surrounding multiemployer pensions. The act created a “critical and declining” category for plans that were in
immediate danger of insolvency and allowed these pensions to file an application with the Treasury Department to
16
suspend already accrued benefits to retirees, even if the retirees were already in their pay period.
The Multiemployer Pension Reform Act has generally failed to live up to its core goals. Many of the largest and
most at-risk multiemployer pensions in the U.S. have been rejected from the Treasury Department after applying
for the special status required to stop paying out many accrued benefits. Central States Pension Fund, for example,
had their application denied because they did not satisfy a number of small technical requirements. The denial
of Central States’ application came as a large shock as it has long been one of the most endangered and largest
17
multiemployer pensions. While the Treasury Department has also gone on to accept many applications, they have
18
also declined a number of other large pension funds’ applications for similar technical reasons. The act failed
these larger pensions in some key respects because it was unable to provide additional funding mechanisms that
the plans sorely needed.

TOP CRITICAL AND DECLINING
MULTIEMPLOYER PENSION PLANS
While over 1 million workers pay into failing pension plans, some are in worse financial shape than others.
According to research from the U.S. Department of Labor, the top prominent multiemployer pension funds currently
19
under distress are:

1. Central States Southeast and Southwest Areas Pension Plan:
• Central States’ pension plan accounts for $17.2 billion in unfunded liabilities, nearly half all unfunded
liabilities from multiemployer pension plans. This fund is by far the largest and most endangered plan.
• This pension fund’s downfall was preceded by deregulation in the trucking industry that cost tens of
20
thousands of jobs.
• Central States’ has over 400,000 workers on their pension plan. The fund was originally established
in 1955 and has over 1,500 contributing employers in industries such as carhaul, tankhaul, pipeline,
warehouse, construction, clerical, food-processing, dairy and trucking. The International Brotherhood of
21
Teamsters members participate in the pension fund.
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https://home.treasury.gov/services/the-multiemployer-pension-reform-act-of-2014
https://www.treasury.gov/services/Responses2/Central%20States%20Notification%20Letter.pdf
U.S. Chamber of Commerce report
2020 Critical, Critical and Declining, Endangered Status Notices | U.S. Department of Labor. https://www.dol.gov/agencies/ebsa/about-ebsa/
our-activities/public-disclosure/2020-funding-status-notices#2020-c-and-d. Accessed 17 Nov. 2020.
20 https://mycentralstatespension.org/helpful-resources/pension-crisis#:~:text=A%20variety%20of%20factors%20led,their%20full%20
pension%20funding%20obligation.
https://www.forbes.com/sites/ebauer/2018/12/03/understanding-the-central-states-pension-plans-tale-of-woe/?sh=dd4da2c6c10b
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2. Bakery and Confectionery Union and Industry International Pension Fund:
• The Bakery and Confectionery Union Pension Fund is one of the largest multi-employer pension funds
in terms of assets in the U.S. and currently makes up $3.2 billion of total unfunded liabilities in the
multiemployer pension system.
22

• This pension fund has faced challenges due to declining sales and the bankruptcy several participants.
• This pension fund has 79 employers participating and primarily operates in the baking industry.

3. United Mine Workers of America Pension Fund::
• The United Mine Workers Pension Fund makes up $2.4 billion of unfunded liabilities and is the third-largest
source of unfunded liabilities in the multiemployer pension system.
• The pension fund is facing insolvency as the entire coal industry faces collapse and companies are filing
23
for bankruptcy due to rising concerns over climate change and increasing use of alternative energy. The
24
fund also received a sizeable federal bailout in February 2019.
• This pension has participating employees who work as coal miners, manufacturing workers, clean coal
technicians, health care workers, corrections officers and public employees.

4. Legacy Plan of the National Retirement Fund:
• The Legacy Plan currently serves 162,000 retirees in industries such as clothing, hospitality, food service,
gaming, laundry, and textiles.
• This pension fund is facing a decline as an increasing number of members are retired and many of the
industries face competition from automation. Furthermore, an increase in expected benefits payments has
25
created additional pressure on the fund.
• This pension plan is in “critical and declining” status and is a significant contributor to the unfunded liability
problem in multiemployer pensions.

5. Southern California UFCW Unions and Food Employers Joint Pension Trust Fund
• This pension was created over 40 years ago and serves over 100,000 employees. It is primarily made up of
retail employees.
• This pension fund has faced declines in funding due to an aging workforce and shrinking retail sector.
26
Despite an increase in participants, the expected benefits payment has not increased significantly.
• This pension plan is also in “critical” status and is another significant contributor to the unfunded liability
problem in multiemployer pensions.

22 https://www.polsinelliatwork.com/blog/2017/11/30/a-two-pool-proposal-for-employers-who-contribute-to-the-bakery-confectioneryinternational-pension-fund
23 https://www.wsj.com/articles/coal-miners-pension-health-benefitsunder-stress-after-bankruptcies-11572427802#:~:text=The%20United%20
Mine%20Workers%20of,back%20more%20than%2070%20years.
24 https://www.cnbc.com/2019/12/19/spending-bill-poised-to-rescue-some-workers-pensions.html
25 https://fas.org/sgp/crs/misc/R45187.pdf
26 Ibid
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CONCLUSION
The current state of some multiemployer pension plans in the U.S. is dire. It is worth noting that the impact of the
challenges facing multi-employer pension plans is not limited to one geographic region, and will affect companies,
workers, retirees, and communities throughout state as diverse as Ohio, Texas, New York, Kentucky, West Virginia,
27
Kansas, California, and North Carolina. While Democrats have historically been the party to support pensions,
Republicans might be more sympathetic these days with their constituents making up around two thirds of the
28
Central States Pension Fund beneficiaries. The financial pressures on these fund are therefore a truly
bipartisan challenge.
Legislative reforms such as the Multiemployer Pension Reform Act and the Labor Management Relations Act, while
well-intentioned, have generally failed to produce meaningful reform to save the largest and most in-need pensions
in the country. A decline in union membership over time and the small percentage of multiemployer pension
plans in critical trouble make this problem seem small, but over 1 million workers currently rely on plans that are
imminently threatened by insolvency. Reforms spearheaded by the federal government are necessary to save
these pension plans from failing and ensuring the financial security of their members.

27 U.S. Chamber of Commerce report
28 https://www.rollcall.com/2020/02/28/retirees-worst-nightmare-federal-backing-of-pension-funds-at-risk/
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