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ABSTRACT
The dissertation examines the reasons that cuts to pensions and other
employer-based retirement benefits in the United States have provoked relatively
little protest from those who have been harmed. Through case study and survey
analysis, the dissertation argues that people have rarely protested because they
haven't been mobilized into action by an organization and have ideological
concerns about government intervention in the economy. As a result, they have
low expectations for the success of protests. In making this argument, the
dissertation deepens our understanding of the concepts of ideology and
ambivalence, as well as provides a needed corrective to the standard Social

Movement Theory account of collective action.
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Chapter 1 -- Introduction

Janet Krueger came home from work that Spring day in 1999, tired from a long day
at the office -- she regularly put in 80 hour weeks -- when she noticed an envelope
from her employer in the mail. Because Krueger had worked for IBM for 23 years
-- as a software developer at the company's Rochester, New York laboratory -- she
was inclined to think the letter was unimportant. The notice described some
technical modifications to IBM's pension plan and suggested that everyone would
benefit from the change. Only when Krueger turned over the letter, did she really

even begin to pay attention.

The fine print on the back of the letter indicated that the change might reduce her
benefits, but because of her long and productive tenure with the company, she was
only slightly suspicious. Then Krueger went to her computer to use IBM's pension
calculator to see if the changes affected her. The calculator was no longer there;
the company had taken it off-line. The 800 number IBM provided in the letter was

busy; despite repeated attempts Krueger couldn't get through.

Only after weeks of effort -- where Krueger and her colleagues went through the
pension plan with a fine-toothed comb and made complex calculations about the
impact of the change -- did she discover that her benefits would be cut by over

$100,000. "It felt like the rug had been pulled out from under me," Krueger said,
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deseribing her feelings when she discovered the loss. "There was no way | could

retire on the new, lower pension."

The pension cuts damaged Krueger's plans for retirement as well as her faith in
IBM. "It's probably hard for people who haven't worked in a corporate culture like
IBM's to understand how much we had trusted the company.” Up until the point
she discovered the loss, she had believed in the company she worked for. "IBM
always told us that our benefits were secure,” she continued. "We might not have
been getting the highest salary, but our benefits were supposed to make up the

"

difference. It wasn't supposed to be this way.

Unfortunately, what happened to Janet Krueger has happened to many others: over
the past five vears, more than ten million workers and retirees have had their
company pension or retiree health benefits cut, and millions more could lose them
in the future.” When companies cut retiree benefits, workers typically lose tens of

thousands of dollars, but many lose much, much more."

What is rare about Krueger is that she decided to fight back. She and her IBM
colleagues wrote letters to their elected representatives, held rallies, filed class-
action lawsuits and introduced shareholder resolutions. And they won, reversing

the cutbacks for most IBM employees.



In general, as companies have shed their legacy costs, workers and retirees have
not taken political action. Only in certain cases have these monetary losses and
broken promises provoked significant protests. And perhaps more puzzling, even
at companies such as Verizon and IBM, where workers have had significant
success protesting certain kinds of pension changes, these same workers have done

little to protest subsequent retirement cuts.

Why Janet Krueger and her colleagues protested cuts to their retirement benefits
while so many others have not is the subject of this dissertation. The study
analyzes what it takes for people to fight to protect their pension and retiree health
benefits and why the necessary ingredients have been hard to come by. However,
the relevance of this analysis goes far beyond retirement benefits. It is the story of
the economic changes of the past thirty years that have unsettled the previously
comfortable -- causing the middle class to feel a new level of economic uncertainty
-- and why people have let these changes happen to them rather than fight back. It
is also a story with significant academic implications, requiring a reevaluation of
the standard theory of collective action, and shedding light on the concepts of

ideology and ambivalence.



Why This Matters

For Retirement Security

If current trends continue and widespread retirement benefit cuts do not provoke
protests that lead companies to change their minds or governments to enact new
protections, millions of workers and retirees who have lost benefits will continue to
suffer and millions more will join their plight. The human hardship for these
people will be significant, but all of society will lose as a secure retirement

becomes attainable for fewer and fewer.

Cuts to retirement benefits have already forced many people to make significant
reductions in their household spending, take on debt at a time they should be
saving, avoid necessary medical care and increasingly use governmental safety nets
(Kaiser Family Foundation, 2006). Over the past two decades, as cuts have
become more common, the typical family's retirement savings have declined
(Wolft, 2005). In the past ten years, the percentage of people over 55 who declared
bankruptcy has nearly doubled, increasing at far faster rate than for other age

groups (Golmant and Ulrich, 2007).

Without political change to the defined benefit retirement system, the options for

avoiding such hardships are not likely to succeed. (Defined benefit refers to plans



such as pensions where the amount of benefit a person receives is defined by the
rules of the program, while a defined contribution plan refers to plans such as a

401(k) where only the contributions are defined but not the end benefits.)

While contributing extra money to a 401(k) may help some individuals enjoy a
secure retirement, defined contribution plans have proven inadequate for most
people -- especially for those who start contributing later in life (Munnell and
Sunden, 2004). Despite their increasing popularity, 401(k)s don't have a good track
record. For people nearing retirement age, the median 401(k) account balance --
meaning that half are larger and half are smaller -- is only $23,000 (Ghilarducci
and Jeszeck, 2006). Such an amount would buy the typical 65-year-old a monthly
payment of just $25 dollars. More fundamentally, 401(k)s tend to fail at providing
retirement security because people are not good at accurately judging the kinds of
risks inherent in retirement planning -- accurately calculating how long they will
work and live, the status of their and their family's health, and the costs of health

care -- and thus tend to underfund such accounts.

Many people think they will be able to maintain their current standard of living in
retirement simply by working a few additional years -- socking money away and
avoiding tapping into their reduced retirement savings. But health problems and

job loss prevent nearly half of all employees from working as long as they had



hoped. The typical person plans to keep working until age 67, but many are forced
to retire several years earlier (McKinsey & Company, 2006). As a result, most
people have "unrealistic" expectations about how long they will be able to keep

working (Employee Benefit Research Institute, 2006b).

The trend for retirement does not look good. But if there is reason to expect that
people will make new political demands to protect retirement benefits, the
consequences will be equally significant. Policy change could mark a significant
new role for government in the economy and possibly impose new costs upon
taxpayers. Businesses -- if they are forced to bear all of the expenses they have
previously committed to -- may become less competitive and need to rethink major
strategic decisions. States that have cut retirement benefits for their employees or

are considering cuts could face huge budget shortfalls.

Either way, the stakes are high. The future of retirement in America is at stake.

Who will be able to retire? Who will pay?

For Economic Security
Cuts to retirement benefits are just the tip of the iceberg of economic change most
American families have faced in recent years, and are representative of a much

larger economic and political story. For the past thirty years, the social compact
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between employer and employee has been breaking down. Risks that used to be
borne by companies have been transferred onto individuals (Hacker, 2006).
Workers can no longer rely on job security or increased company profits leading to
higher wages or secure benefits. The link between employee wages and a CEO's
salary has all but broken. Huge swings in family income have become increasingly
common. As a result, people -- and especially the middle class who had previously
been somewhat insulated from economic risks -- now face much greater

uncertainty than they have since the early decades of the 20th century.

In this change, some people have made out very well, but most of the gains have
gone to those at the very top of the economic ladder. Relatively little has trickled
down to the rest of society. From 1945 to 1980 the richest 10 percent of the
population received less than a third of the nation's income, yet since the early
1990s the upper decile's share of the country's income has been over 40 percent
(Saez and Piketty, 2007). In 2005, the richest 10 percent of the population received
44 percent of total income -- the highest share since the 1920s and 1930s, when this

upper bracket also received 44 percent.

We are returning to the robber-barren capitalism of the early twentieth century and
yet few people have resisted these changes in political ways. Why? Over fifteen

years ago, the economist Paul Krugman wrote: "l find the lack of protest over our
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