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June 19, 2002 
 
 
The Honorable Robert T. Matsui 
2308 Rayburn House Office Building 
Washington, DC   20515-0505 
 
Dear Congressman Matsui: 
 
We are writing to urge you to vote against H.R. 4931, the Retirement Savings Security 
Act of 2002, which would make permanent the so-called Portman-Cardin pension 
provisions of Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA). 
These costly provisions have been in effect for only one year and there is no evidence to 
suggest that they have increased coverage for the millions of American workers currently 
without the private sector retirement income they will need to supplement their Social 
Security payments. 
 
In the aftermath of Enron, it is more important than ever to develop sound retirement 
income policies that protect American workers. This means developing incentives for 
secure retirement income vehicles that provide benefits to workers at all income levels, 
not just those who are already saving adequately for their retirement.  We are concerned 
that many of the provisions of EGTRRA, while purporting to increase retirement savings 
for employees, will actually accomplish the reverse.  All indications are that these 
measures are primarily helping higher-paid individuals, and there is a very real danger 
that they could actually jeopardize the future financial security of millions of ordinary 
workers. These provisions will also not increase national savings. 
 
The most “popular” Portman-Cardin provisions have increased the amounts individuals 
can shelter from taxes in retirement savings plans such as 401(k)s and IRAs. They 
provide particularly generous tax breaks for the very small proportion – 5 percent – of 
higher-earning employees who can afford to contribute the current maximum of $11,000 
a year to 401(k) plans.  If these employees are 50 and over, the law allows them to 
contribute an additional $5,000.  By 2006, these employees will be able to contribute a 
total of $20,000 a year, and if they are also employers, will allow them to more than 
double that amount, for a total tax savings of $45,000 a year. 
 
Contributions at this rate will certainly encourage more employers to set up 401(k)s but 
there is so far no data to suggest that it will increase the retirement security for most 
American workers.  Currently, half of all full-time, year-round workers earn less than 
$32,000 a year. They simply will not be able to afford to contribute two-thirds of their 
after-tax earnings to a 401(k) plan. 
 
 



 
 
In fact, there is a danger that the increased 401(k) limits will encourage employers to 
jettison traditional pension and profit-sharing plans that provide more security to 
employees across-the-board.  That is because 401(k) plans are much cheaper than 
traditional plans since employers ordinarily do not make any contributions to 401(k)s for 
those of their employees who cannot afford to put money into these plans.   
 
Certainly, 401(k) plans were viewed as the “road to riches” during the bull market. But in 
the aftermath of Enron, we must reexamine our retirement income policies to determine 
whether there is undue reliance on these risky vehicles.  At a time of deep public concern 
about adequate funding for Homeland Security, Social Security, and Medicare and strong 
congressional interest in providing support for prescription drugs for the elderly, 
Congress should not rush to spend billions more of taxpayer dollars on encouraging plans 
that provide benefits primarily to higher wage-earners. 
 
The Portman-Cardin provisions could not only turn out to be an extremely inefficient 
expenditure of federal revenue, but they also could hurt lower-paid employees by 
denying them key protections of the “top-heavy” rules enacted by Congress twenty years 
ago.  The top-heavy rules were put into place to make sure retirement plans were more 
than tax shelters for well-off individuals.  Among other things, EGGTRA dismantled top-
heavy rules in  “safe harbor” 401(k) plans.  Although it is too soon to tell, the result may 
well be a significant diminution of coverage among lower-paid employees in small firms.  
In other words, the results of enactment of these measures may well be the creation of 
more plans, but these plans could well deliver benefits to fewer people. 
 
Finally, we are also concerned that while H.R. 4931 proposes to make permanent tax 
breaks aimed primarily at helping higher-wage earners, it would not make permanent the 
nonrefundable tax credit – one of the few provisions actually designed to help low and 
moderate wage earners save for retirement.  
 
Sincerely, 
 
 
 
Karen W. Ferguson      
Director           
    
 
 


