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The Pension Benefit Guaranty Corporation (PBGC) was created by the Employee Re-
tirement Income Security Act to provide pension insurance for defined benefit pen-
sions. Through its single employer program, PBGC protects about 33.6 million work-
ers and retirees in about 27,600 pension plans. Through its multiemployer program, 
it protects 10.4 million workers and retirees in about 1,500 pension plans. President 
Obama appointed Joshua Gotbaum, who has had a long career in both private busi-
ness and government, director of PBGC in July 2010. He served as executive associate 
director and controller in the Office of Management and Budget, assistant secretary of 
Treasury for economic policy and assistant secretary of Defense. Gotbaum has worked 
as an investment banker; advised businesses, unions and governments on mergers, 
acquisitions and restructurings; was the first CEO of the September 11th Fund; and 
led and managed the successful reorganization of Hawaiian Airlines as its Chapter 11 
trustee. Gotbaum spoke recently with Benefits Magazine editor Chris Vogel, CEBS.

You recently issued reports on 
multiemployer plans and on 
PBGC’s multiemployer program. 
What did you find?

First, that multiemployer plans are 
important. They provide lifetime income 
for some 10 million people and their 
families, and they are helpful to small 
businesses throughout the country. They 
make it possible for small businesses to 
offer a retirement plan without a lot of 
red tape or without having to create an 
HR department. 

Secondly, although like most other 
pension plans, returns in the last decade 
have been rough, most multiemployer 
plans can recover from the market col-
lapses on their own. However, there is 
a minority of severely distressed plans 
that will not. In many cases, these are 
plans where most of the people have 
already retired and there are few ac-
tive workers in that particular industry. 
Over the course of the 1990s, when re-

turns were very good, many plans raised 
benefits. And then, over the course 
of the last decade when returns have 
been disappointing, these plans found 
they are underfunded—that they’re not 
earning enough to pay for the benefits 
to which they’re committed. For these 
severely distressed plans, there will need 
to be changes. Otherwise, they will run 
out of money.

It is also the case that PBGC’s insur-
ance program, too, is in deficit and that, 
absent changes, PBGC’s multiemployer 
program will run out of money within 
ten or 20 years. These reports are avail-
able on PBGC’s website (www.PBGC.
gov/Multi).

The Congress of the United States 
has repeatedly stepped forward to con-
sider and make changes in order to 
protect plans and preserve retirement 
security. We expect that they will do so 
again so that these plans and the PBGC’s 
program will be preserved.
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The law prevents PBGC from treating 
multiemployer plans the same way it treats 
single employer plans. For instance, the top 
multiemployer pension benefit PBGC can provide 
is $13,000 versus $55,840 for a single employer 
pension for 2012, and PBGC can’t step in until a 
multiemployer plan is insolvent. What changes to 
PBGC’s program and authorities would benefit all 
stakeholders?

One important change would be to put PBGC’s finan-
cial house in order by giving the agency the authority to set 
premiums responsibly and develop the necessary financial 
strength to meet its obligations and help preserve plans.

Beyond premiums, I think the PBGC’s program itself 
needs to be rethought.  The PBGC multiemployer program 
was designed more than a generation ago. The world has 
changed, but PBGC’s multiemployer program has not. As 
of now, we haven’t come to a view as to what changes make 
sense.  The multiemployer plans and the constituencies that 
care about them have made some suggestions—for example, 
that PBGC ought to be able to work with plans before they 
become insolvent. Right now, PBGC usually has to wait years 
before a multiemployer plan actually runs out of money, and 
then all we can do is write the checks. Obviously, any changes 
would have to be the result of a consensus with the Congress, 
the administration, multiemployer plans and their other 
constituencies that the changes make sense.

You mentioned at the International Foundation’s 
Annual Conference that more flexibility in pension 
design—for example, making DC plans more like 
DB plans and vice versa—could help protect 
pension plans and improve retirement security 
for 75 million workers. What are other examples 
of how more flexibility might help pension plans 
succeed?

There are lots. For example, employers are looking for 
greater flexibility to share the cost and the risks of retire-
ment plans with their employees. In the public sector, an 

employer that wants to reduce its pension cost but preserve 
its pension plan can turn to the employees and say, “We’re 
going to keep the plan, but you need to pay for part of its 
costs.” In the private sector, employees can’t do that on a tax-
deferred basis.

The traditional defined benefit plan says we will pay you 
X percent of your pay, and employers take all the investment 
risk. There are hybrid models under which the employer and 
employee share the risk of investment returns, so that the 
ultimate pension benefit depends on actual market returns. 
Making these hybrid plans more widely available would help 
people, whether they are cash-balance plans or floor benefit 
plans. I think that flexibility is key to achieving retirement 
security for the next generation, because it is clear that for 
many people, for many employers, the old models—whether 
they are DB or DC—don’t work very well.

Withdrawal liability has been a rising concern 
among multiemployer plans, and Chapter 11 
bankruptcy has exacerbated that concern by 
promoting a “last man standing” mentality that 
makes it difficult to attract new employers to a 
plan. Are there regulatory or legislative changes 
that might ease that concern, and does PBGC 
have a role in formulating those?

Clearly, yes. Part of the reason that multiemployer plans 
are so useful is that employers share the cost of administra-
tion, and they share investment risk. As a result, the burden 
on an individual employer is shared. However, as many peo-
ple have pointed out, those businesses that are no longer able 
to share the risks and cost impose a burden on the rest. We 
at PBGC have been working with plans to try to develop al-
ternative withdrawal liability arrangements—arrangements 
that focus withdrawal liability primarily on a company’s own 
employees, for example. We are trying to be flexible because 
we think that is key to both attracting and keeping employ-
ers. However, we are always mindful of the fact that with-
drawal liability is a protection to the integrity of pension 
plans, so it’s not something you can just give up.
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Obviously, the challenges to the multiemployer 
system have been known for some time. What 
internal steps/actions has PBGC taken to get ready 
for the looming crisis and what more can be done?

We’ve done lots. We’ve set up a specialized multiemployer 
unit and staffed it with experts. We’ve hired more people—
We’ve doubled the size of our multiemployer team, and we’re 
still growing. We’re strengthening our ability to analyze mul-
tiemployer plans, in part by bringing new people into our 
analysis group and by making improvements to our mod-
els. We are improving our communications by revising our 
website and offering e-mail consultations—Send your ques-
tion to MultiemployerProgram@PBGC.gov. But there’s much 
more that could be done, so we are reviewing our existing 
tools and considering what changes it makes sense to raise.  
As I noted earlier, we’re continuing to see if there are ways to 
modify withdrawal liability that preserve plans, rather than 
causing mass withdrawal.  Another example is partition: Two 
years ago, PBGC partitioned the Chicago Truck Driver’s plan. 
Most plans don’t meet the current stringent requirements, 
and PBGC does not currently have the financial resources to 
implement partition on a broad scale, but we are continuing 
to explore when and how we might be able to use that tool.

Another change that I think matters is better information. 
Under the current law, not only does PBGC drive through a 
rearview mirror, but we drive through a rearview mirror that’s 
looking back in time many years: Most of the information we 
have on most plans is several years old. That makes it very dif-
ficult to figure out what kinds of changes might make sense. I 
think better information, more current information, is essen-
tial if we are going to take the steps necessary to preserve plans.

You’ve said PBGC’s number one priority is to 
protect and preserve pension plans. PBGC 
partitioned the Chicago truckers plan. The agency 
prevented American Airlines from abandoning 
its plans. Where else has PBGC gone to bat for 
pension plans to increase chance of survival?

All across the country, PBGC always works to preserve 
plans if possible. As you mentioned, last year we helped to 
protect 130,000 people in American Airlines’ plans. There 
were also tens of thousands more in other plans in ongoing 

bankruptcies—companies like A&P, Houghton Mifflin Har-
court Publishing and others. We don’t always succeed. At 
Hawker Beechcraft, we tried to get the company to preserve 
all three of its plans. They could not do so, but eventually they 
agreed to preserve one of their three plans. And we are con-
tinuing to work to provide additional help for the participants 
in the other plans. The short answer is, we never give up.

Is PBGC watching what happens to the Pension 
Protection Act (PPA)? Will PBGC’s role change if 
parts of PPA sunset?

We’re doing a lot more than just 
watching. We’ve analyzed how the Pen-
sion Protection Act (PPA) has helped 
multiemployer plans and have sent those 
analyses to Congress. What we found is 
that PPA tools and flexibility are helping. 
We found that plans have used those 
tools to recover from the disruptions in 
the recent economic markets. They’ve 
made a variety of changes—They’ve 
exercised fiscal discipline, they’ve rebal-
anced costs and income, they’ve taken 
advantage of flexibility on contributions.

In addition, we are analyzing the various proposals that the 
multiemployer community is making for additional reforms. 
Various institutions are talking about several approaches. For 
the minority of severely distressed plans that need additional 
authorities to recover, they are talking about proposing ad-
ditional tools. We are trying to analyze those proposals when 
they are made. Other plans are looking for greater flexibility in 
designing benefits and structuring withdrawal liability. We are 
analyzing those, too, and figuring out how to be helpful. PBGC 
and the administration will, as they have in the past, engage in 
the ongoing discussions of all these issues with the stakeholders 
in the community and with the Congress so that, once again, 
trustees, employers and unions will have the tools they need to 
deal with the financial and other challenges they face, and also 
to restore fiscal stability both to plans and to PBGC.    

Photos by Santos Sanchez of PBGC.
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