
What is a multiemployer defined benefit 
pension plan?

It is a pension plan that provides a specific amount of 
money (i.e., a defined benefit) for the retiree for the rest 
of his or her life. Widely considered to be the gold stan-
dard for retirement benefit options, Multiemployer pen-
sion funds are one way employers can provide a pension 
benefit to their employees at retirement. These funds are 
composed of contributions which the employer(s) makes 
on behalf of their employees. Contributions to the fund 
are contractually negotiated by the union representing 
the workers. Multiemployer plans have the following 
common characteristics:
•	 Two or more employers contribute to the fund. The 

MNA Fund was initially negotiated with the hospi-
tals in the Steward system to contribute to the Nurs-
es Fund to provide a defined benefit pension plan. 
Following the Steward bankruptcy, those plans were 
transferred to the new owners of those facilities. 
MNA may negotiate with other hospitals across the 
state to participate in the plan.

•	 The fund is collectively bargained with each partici-
pating employer. The Nurses Defined Benefit Pension 
is now included in the contracts for BMC Brighton 
(formerly St. Elizabeth’s Medical Center), BMC South 
(formerly Good Samaritan Medical Center), Brown 
University Health Morton Hospital and the hospitals 
now operated under the Merrimack Valley Health 

network including Merrimack Valley Lawrence (for-
merly Lawrence General Hospital), Merrimack Valley 
Methuen and Merrimack Valley Haverhill (formerly 
Holy Family Hospital). Nurses who worked at recently 
closed Carney Hospital, Nashoba Valley Medical Cen-
ter and Norwood Hospital are also covered by the 
plan and eligible to receive benefits. 

•	 With the Nurses Fund established, bargaining units 
may negotiate into the Fund at a contribution rate 
agreed upon with the employer. Under the existing 
CBAs for the hospitals listed above, the employer 
contributes five percent of W-2 earnings, as defined 
by agreement of the parties.

•	 The Nurses Fund and its assets are managed by a 
board of trustees with equal voting representation 
from management and labor. This is called a joint-
ly-administered fund. This is an important feature 
as it provides nurses with equal power and control 
over the pension fund, which is something we don’t 
have right now. Hospitals participating in the Fund 
appoint trustees from management, and the union 
elects trustees from the respective MNA bargaining 
units. The trustees are responsible for monitoring 
the solvency of the Fund.

•	 Assets are placed in a trust fund that is legally distinct 
from the union and the employers, for the sole and 
exclusive benefit of the employees and their families. 
This structure provides greater stability to the funds 
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and also provides nurses with a greater insight into 
the fund’s performance and its security. The fund’s 
assets are invested by several professional invest-
ment management firms, selected by the trustees 
upon the recommendations and advice of an inde-
pendent investment advisory firm. Both the invest-
ment managers and the investment advisory firm 
operate under strict rules and regulations issued by 
the federal government, in order to help make sure 
that you receive the promised benefit.

Finally, one of the key goals of the MNA’s new pension 
plan is to provide portability of the benefit, which means 
that employees can change facilities within the partic-
ipating hospitals or move to another MNA facility that 
participates in the fund without losing their defined ben-
efit coverage. In fact, the nurses who change facilities can 
continue to accrue additional benefits at participating fa-
cilities to build up the value of their pension over their 
whole career.

How is this different from a “defined contribu-
tion” 401(k) or 401(b) retirement plan?

A defined benefit pension plan does what it says. It pro-
vides a defined, guaranteed benefit in retirement, which 
is paid out, generally, in monthly installments for the 
entire lifespan of the participant, and depending on the 
person’s marital status and choice, for the lifespan of a 
surviving spouse or beneficiary.
A defined contribution plan, including a 401(k) plan, or a 
403 (b) plan, is one in which your employer makes a con-
tribution to the plan on your behalf – often as a match 
to your own contribution. You can make your own addi-
tional contributions on a pre-tax basis from your pay up 
to designated federal limits and in most cases, you make 
investment elections to grow that contribution. But un-
der this type of plan, the employer is making no guar-
antees on how much will be available in that plan when 
you retire. All of the investment risk in a defined contri-
bution plan is on you. Under these arrangements, em-
ployees with similar histories of pension contributions 
but differing retirement dates may have vastly different 
benefits at the end of their careers. Employees retiring 
during a stable period or upswing in the market may do 
quite well, while during a downswing, employees may 
find their retirement date elusive due to the loss of value 
in their accounts.
Under a multiemployer defined benefit plan, the em-
ployer and the multiemployer fund’s trustees share the 
risk, while under your current defined contribution plan, 
you assume all the risk. Under a multiemployer defined 
benefit plan, the benefits are guaranteed under the law. 
Benefits can only be reduced by a vote of the Trustees 
(half of whom are union members) and that change will, 

except in limited circumstances subject to approval by 
the Treasury Department, only affect future benefits. The 
employer retains the liability for paying the negotiated 
pension contributions to the Fund.
Under a defined contribution plan the employer’s liabil-
ity ends after the money is contributed into your retire-
ment account. Under a defined contribution plan, if the 
market tumbles and your account is depleted, that mon-
ey is gone.
Under a multiemployer defined benefit plan, the invest-
ments are monitored by a professional firm overseen by 
the trustees of the plan, half of whom are Union repre-
sentatives. Under a defined contribution plan, you select 
your investments from a menu of available options. See 
the question on page 4 – “What are the benefits of the 
MNA Agreement?” for additional information. Under 
the Agreement, the employer will also offer a 401(k) for 
members who want to contribute their money in pre-tax 
dollars to a supplemental retirement savings beyond the 
pension plan.
Similarly, we would encourage other future contribut-
ing employers to offer either a 401(k) or 403(b) plan for 
union members to contribute their own money while the 
employer contributes to the Nurses multiemployer pen-
sion fund.

How does each type of plan compare in terms 
of their performance?

According to researchers from the Boston College Cen-
ter for Retirement Research, defined contribution, 401(k) 
or 403(b) type retirement savings plans have underper-
formed defined benefit plans by one percentage point 
a year. When adjusted for the size of their holdings, de-
fined benefit plans returned 10.7 percent a year on aver-
age, compared to 9.7 percent a year on average for the 
defined contribution plans. This difference translates into 
a 20 percent cut in the retirement benefit for an employ-
ee working 40 years with a defined contribution plan.
The risks of the defined contribution model were made 
starkly clear during the economic recession of 2008, 
where Fidelity reported that the average 401(k) balance 
fell 31percent. The Boston College Researchers also re-
ported that those workers with defined benefit pensions 
are less likely to be at risk of inadequate retirement in-
come than those who rely on defined contribution plans.
Women in particular can benefit greatly from participat-
ing in defined benefit plans, as they live significantly lon-
ger than men on average, and under our Fund, would be 
guaranteed an annual benefit for as long as they live.
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	 Plan Year:	 January 1 through December 31	

	Regular Pension Upon Termination of Employment:
	 Normal Retirement Age	 65, or, if later, fifth anniversary of participation (normal retirement age)
	 Before Normal Retirement Age	 5 years (840 hours a year) of vesting service
	 Monthly Amount	 1.25% of contributions made on behalf of the participant. 

	 Early Pension:
	 Age Requirement	 55
	 Service Requirement	 10 years of vesting service
	 Amount	 Regular pension accrued reduced by ½% for each month of age less than 65. 

Survivor’s Pre-Retirement Death Benefit:
	 Age Requirement	 None
	 Service Requirement	 5 years of vesting service 

	 Amount	 50% of the benefit participant would have received had he or she retired the day before he or she died and 
elected the 50% joint and survivor option. If the participant died prior to eligibility for an early retirement 
pension, the spouse’s benefit is delayed at least until the participant would have been eligible to commence 
a pension and is calculated as though the participant had terminated from service as of the date of death, 
survived until age 55 and started to collect the pension at 55 in the joint and survivor form. If the participant 
is not married and the death benefit is payable to a beneficiary, then the survivor benefit will be reduced for 
early payment as of the day after the death, and payments must begin within one year of that time.

	 Post-Retirement Death Benefit:	 Based on the form of benefit being paid during the retiree’s lifetime. If married, generally pension benefits 
are paid in the form of a 50% joint and survivor annuity unless this form is rejected by the participant with the 
written consent of his or her spouse. If not rejected, the benefit amount otherwise payable to the participant 
during his or her lifetime is reduced to reflect the joint and survivor coverage. After the participant’s death, 
the survivor receives an annuity for their lifetime equal to 50% of what the retiree was receiving. If the 50% 
joint and survivor annuity is rejected, or if the retiree was not married, benefits are payable for the life of the 
participant without reduction, in which case there is no survivor benefit payable after the retiree dies, or the 
retiree can choose an actuarially equivalent 75% joint and survivor annuity, in which case the survivor would 
receive 75% of the actuarially reduced amount payable to the retiree during the participant’s lifetime. 

	 Automatic Benefit Forms:
	 Not Married	 Unless an optional election is made, the accrued pension is paid as a lifetime monthly annuity.
	 Married	 Reduced lifetime monthly annuity to the retiree, with 50% of such annuity continuing to the retiree’s spouse 

following the retiree’s death. Married participants may, with the written consent of the spouse, elect an 
optional form of payment and, if applicable, name a beneficiary other than the spouse.

	 Optional Benefit Forms:
	 Joint and Survivor Forms	 Participants may elect an actuarially reduced pension payable or a joint and survivor annuity with either 

one-half or three-fourths of the reduced amount paid as a survivor benefit to a named beneficiary for the 
beneficiary’s life (the beneficiary need not be the spouse of the participant, as long as the spouse has 
consented to the beneficiary, if the participant is married at retirement).

	 Participation:	 January 1 or July 1 following completion of a 12-consecutive month period during which at least 840 
“Covered Hours” were completed.

	 Vesting Service:	 One year for each year during the contribution period in which 840 or more “Covered Hours” were 
completed. Granted by twelfths in accordance with a schedule starting with a minimum of 4/12ths of a year 
of credit for 280hours to one full credit for 840 hours. Vesting service is also granted for “Non-Covered 
Hours” with a contributing employer or a member of the contributing employer’s controlled group.

	 Past Service:	 For employers whose controlled groups are not already in the Plan, past service may be given subject to 
the Trustees’ approval.

	 When is a participant vested?:	 5 years of vesting service, or reaching the earlier of the following when in covered service: age 65 or the 
fifth anniversary of participation.

	 Contribution Rates:	 A percent of wages, as negotiated through collective bargaining with each employer, generally, 5% of 
wages. The definition of wages (whether it includes overtime, shift differentials, etc.) is also negotiated 
through collective bargaining.
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How does the MNA multiemployer defined 
benefit plan work?

On page three we have provided the plan design for the 
Nurses Fund. The particular design of this plan is a per-
cent-of-contribution benefit. The proposed formula for 
the benefit as a percent of the negotiated contribution 
is 1.25% monthly, or 15% annually. This particular design 
is well suited for MNA members who, over the life of 
their career, may vary hours and pay significantly. Thus, 
the benefit accounts for the entire career of the member 
to assure a pension that reflects the full career contribu-
tions. In doing so it fully recognizes all forms of compen-
sation, and it also avoids a perverse incentive to push a 
member at the end of his or her career to work the most 
hours and overtime in order to assure the best benefit 
upon retirement. Under this approach, members may 
reduce their hours later in their career at a time when 
they would like to do so, and not have their retirement 
negatively impacted.
This exhibit summarizes the major provisions of the plan. 
It is not intended to be, nor should it be interpreted as, a 
complete statement of all plan provisions.

What are the benefits of the MNA Defined 
Benefit Pension Plan?

•	 Provides a guaranteed annual benefit for life. Unlike 
a typical defined contribution plan, which provides a 
lump sum benefit at retirement, the MNA multiem-
ployer plan provides a guaranteed monthly benefit 
for your entire lifespan following retirement.

•	 Is better for those who must work part-time or step 
out of the workforce for childcare/family responsi-
bilities. The MNA plan is well suited for nurses, who 
over the life of their career may vary hours and pay 
significantly. The MNA Plan accounts for the entire 
career of the nurse to assure a pension that reflects 
the full career contributions. In doing so it gives full 
recognition to all forms of compensation, and it also 
does not then produce a perverse incentive to push 
a nurse at the end of his or her career to work many 
hours of overtime in order to assure the best ben-
efit upon retirement. Under this approach nurses 
may reduce their hours later in their career at a time 
when they would like to do so, and not have their 
retirement negatively impacted.

•	 Provides a much stronger return for younger nurses, 
providing a strong incentive for them to stay at Par-
ticipating Hospitals. While the plan provides a strong 
retirement savings for nurses of all ages, for nurses 
just starting at a Participating Hospital, it provides a 
significant improvement over a defined contribution 
retirement plan. For more senior nurses, close to 
their retirement age, while the monthly benefit may 

be small, it is guaranteed for life and likely to outstrip 
whatever contributions you would have otherwise 
received under a 401(k) plan. 

What impact will this change have on the 
hospital?

We believe the move to a multiemployer defined benefit 
pension plan will provide a number of positive outcomes 
for the employer, including:
•	 Nurse recruitment and retention. Studies have 

shown that the cost of recruiting and retaining staff 
are significant, and the provision of a strong pension 
benefit is a key benefit to maintain a stable, experi-
enced staff.

•	 Shared risk and liability by multiple employers. One 
reason hospitals have gone away from defined bene-
fit pension plans is due to new regulations calling for 
greater liability on employers for ensuring that plans 
are fully funded. Under a multiemployer plan, that 
risk and liability is shared by multiple employers as 
well as the union and benefits from more favorable 
accounting rules than single defined benefit plans.

•	 More cost-effective plans. The National Institute on 
Retirement Security issued a report last year show-
ing that defined benefit pension plans are more cost 
effective than defined contribution plans. A defined 
benefit plan can deliver the same retirement benefit 
at nearly half the cost of defined contribution plans, 
or a 46 percent savings. According to the report, the 
defined benefit plan can do more with less, providing 
the same benefit for nearly $200,000 less per partic-
ipant.

Below is a list of studies and reports that provide import-
ant information about the benefits of defined benefit 
pension plans.
•	 Why It’s Time to Retire the 401(k), TIME Magazine Cov-

er Story, Oct. 9, 2009.

•	 Investment Returns: Defined Benefit vs. 401(k) Plans, 
Issue Brief, Center for Retirement Research at Boston 
College, Sep. 2006.

•	 A Better Bang for the Buck – The Economic Efficiencies 
of Defined Benefit Pension Plans, National Institute on 
Retirement Security, Aug. 2008.

•	 The Pension Factor – Assessing the Role of Defined Ben-
efit Pension Plans in Reducing Elder Hardships, National 
Institute on Retirement Security, July. 2009.

•	 Shattering the Retirement Glass Ceiling – Women Need 
a Three-Legged Stool, Issue Brief, National Institute on 
Retirement Security, May 2009.

•	 Retirement Readiness – What Difference Does a Pen-
sion Make? Issue Brief, National Institute on Retirement 
Security.
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