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The Honorable George Mitchell. 

MajoriLY Leader 

United States Senate 

Washington, D.C. 205 IO 
 , 

I 

1The Honorable Robert Dole 

Minority Leader 

United States Senate 
 I 
Washington. D.C. 20510 

. 	 \ 

Dear Senators Mitchell and Dole, . ..•. . \ .. . ... . 

Even though there lS broad agreement on many elements of health rcfonn, lt now appears that 
Congress may recess without passing any health reform legislAtion. To adjourn without enacting those 
measures upon which we agree would be a scandaL It is hard1 for me -- and more importantly hard for the 
American people - to understand why we would leave so marly significant agreements on the table. 

. 	 .. \ 

We have seen how baseball owners and players, by em.~hasizing their disagreements, ruined a 
wonderful season for everyone. Let's choose·the opposite co~e. Let's emphasize our cornman ground, 
and act on it. That would be a victory for everYone. most sigrlificantly for the Ameriean people who would 
lind health insurance more accessible and mc:re secure. . \ .. ..' 

As you, Senator Dole. have suggested on numerous occasions. there are clear areas of agreement on 
I 

health rcfonn that can still pass with overwhelming support in the Senate and the House of Representatives . 
. Specifically, I propose a bill that includes the following provisi6ns, which you and many Republicans and 
Democrats have supported. (I have noted how each item has aU-eady been included in existiDg proposals.) . . 	 1 .. '. 


1. 	 Insurance matket reforms. Strengthen private nealth insurance by eliminating pre-existing 
condition exclusions and enacting other widely aireed upon changes in insurance industry 
practices. (Mitchell. Dole. Labor Committee, Fin~ce Committee, Mainstream Group) 

I . 
I 

Federal Employees Health Benefits Program (FEHBP). Open to indiViduals and small 
businesses the program that we and millions of rupericans use to get health insurance. 
(Mitchell. Dole. Labor Committee. Finance Committee, Mainstream Group) 
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I 
3. 	 Expanded coverage for children. Provide s~bsidies for low and moderate ineome 

children. Virtually all health reform proposal~ include subsidies for individuals and 
families with low and m.oderate income. Thisl approach would focus subsidies on 
expanding coverage for children. (Mitchell, Dole, Labor Committee~ Finanee 

Committee, Mainstream Group) .. \ ... 	 .. 

4. 	 Long-term home and community-based car'r. Make a start on long-term. care by creating a 
capped state grant progra.m to provide assistance to the elderly and disabled for the cost of 
home and community-based care. (Mitchell, !labor Committee, Finance Committee, 
MainStream Group) I 

5. 	 Deductibility for the self-employed. Permit (anners, sole proprietors, and other self­
employed persons to deduct 100 percent of the~health care costs. Virtually all hea.lth reform 
proposals include an expansion of the deductibflity for the self-employed. (Mitchel1~ Dole, 

. Labor Committee, Finance Committee, Mainstream Group) .. . 

6. 	 Administrative simplification. Reduce the colt and frustratio~ caused by the mass of 
paperwork that plagqes the current health care ~ystem by moving to a uniform electronic 
system for medical records and claims,· building on private sector, not government initiatives. 
(Mitchell, Dole, Labor Committee, Finance corttee~ Mainstream Group) 

7. 	 Anti-fraud and abuse. Enhanced investigatiori and enforcement of fraud and abuse laws.
I 	 . 

(Mitchell. Dole, Labor Comrnlttec, Finance corittec, Mainstream Group) 	 . 

this "Seven-Point Cornmon Ground Plan" is made up ~ntirely of provisions that we have all 
supported. I believe the American people woUld understand a*d support such a bill if we could agree to 
move it through Congress. To be sure, such a bill would not ipcludc many refonns that I support, as well 
as provisions that others favor. But 1 suggest that we leave those disagreements for another day. Now is 
the rime for us to come together to work for what we agree is !the common good. 

warm regards.
I 
I 
I 



FOR IMlVIEDIATE RELEASE 
CONTACT: David Stone 

" 

.Hatris Wofford 
United St~tes Senator from Pennsylvania 

WashingtoD? D.C. 20510 (202) 224-7754 

WOFFORD PROPOSES NEW BILL TO PROTECT RETIREE 

HEALTH BENEFITS 


. I 
/ WASHINGTON (July 20) -- U.S. Senator Harris Wofford today introduced 

legislation to deal with the spreading problem of cJrporate cutbacks in retiree health 

benefits. . I 
"Across this country workers who've dedicated decades of their lives to their 

companies are being left out in the cold by cutbac!ds in retiree health benefits. Benefits 

they fought for, worked' for, and were promised by their employers," Senator Wofford 

said. "These are people who showed up to work every day, paid their taxes, paid their 

. dues, and ~ften took lower wages in order to recei+ retiree health benefits." 

One recent study fOlIDd that because of skyrocketing costs, two-thirds of 

companies plan to reduce or cut off retiree health +nefits. Until the impleme~mtion 
of a comprehensIve health care reform plan, such cutbacks threaten to leave mIllions of 

older citizens without coverage. They also impose new costs on taxpayers as more 

retirees are forced to rely on Medicaid and Medicare. For companies and families 

alike, the problem illustrates the need for a health dare plan that controls costs and 
I 

guarantees coverage for all Ainericans throughout their lives. 

In the meantime, the Retiree Health Benefitsl Protection Act will help retirees -­

such as those from the UNISYS Corporation -- seeking to maintain their promised 

health benefits in court by shifting the burden onto employers to prove that their 

contracts clearly permit such cutbacks. And unlike the current situation, it would 

require those employers to 'continue paying benefits while a case is pending. 

"This is a matter of simple justice and basic ·fairness," Senator Wofford said. "It 

doesn't impose any new burdens on employers. It ~ays: live up to your promises and 
I 

fulfill the contracts you agreed to. Nothing more. Nothing less." 


Senator Wofford's full statement is attached.! 


### 




u.s. Senator Harris Wofford . 
"Keeping the Promise of Retitee Health Benefits" 

, Floor Statement Introducing the Retiree 	H~altb Benefit Protection Act 
July 20, 19~3 

j 
In 1991, the people of Pennsylvania sent a wake-up call to Washington 

•that our nation's health care system is in crisiJ. Costs are skyrocketing out of 
control. Two million Americans lose· their in~urance coverage each month, and 

: 100,000 of them never get it back. And millibns more -- almost all of us -- live 
in fear that the health benefits we do have woh't be there when we need them . . I 

most.. 	 1 

I 
. This country still has the best quality health care in the world. But 

·everYthing that's wrong with our health care ~stem is threatening everything 
· that's right about out health care system. 1 

I 
There's no better example of the insecurity now' facing most Ameri'cans -­

especially the middle-class -- than the growing number of companies that are 
•cutting back or cutting off retiree health bene~ts. 	 . 

· . The United States is just about the only lindUstrialiZed nation where we 

leave health care to the luck of the draw. And more and more Americans are 

losing the gamble. II 
, 
" But health insurance isn't a game that Jy of us can afford to lose. 

· Because the re~ult, for an expectant mother, ari unemployed worker or older 

· 	 . I 

citizen in need of care is to reach the door of ~he doctor's office or hospital, , 
unable to answer the threshold question: HOWj ARE YOU PLANNING TO 

PAY? I 


We're all feeling insecure, because we'r~ all at risk: If we lose a job, 
,change a job, have a serious illn'ess. My wife Iwas afraid that if I lost my 
election her preexisting condition would soon lbck us out of insurance and we'd 
never be able to afford to pay the medical bill~ for her care. 

I 
I 

But now, you don't even have to lose a job to lose your coverage. All 

you have to do is retire from one. The . fact is: that across this country workers 

who've dedicated 20, 30 years or more of thei~ lives to their companies are 

., 	 I 

being left out in the cold by cutbacks in retiree Ihealth benefits. 'Benefits they 

fought for, worked for, and were promised by their employers. 

:. 	 I 

. 1 	 I 



These are people who showed up to wdrk every day, pai~ their taxes, paid 
their dues, and often took lower wages in ord~r to receive retiree health benefits. 
And now, when the rug is pulled out from under them, they have no place to 
tum. 

The kind of price tags that insurance cOplpanies put on plans when you're 
old and sick are right through the roof. Because they'd rather insure those who 
are young and healthy. 1. _ 

. In Philadelphia this past April, I joined ~ rally with hundreds of retired 
UNISYS workers who are losing their health fuenefits. Like many other groups 

1 

of retirees around the country, they've filed a Jawsuit to compel their former 
employer to make good on its promises. I 

- In the last few months, more and more companies have either reduced 
retiree health benefits or dropped coverage alt~gether -- because costs are out of 
control. One recent study found that two-thirds of companies plan to reduce 

J 

retiree health benefits. Others are cutting off those benefits entirely. 
- j - ­

, That doesn't just hurt the retirees involv~d. It affects all of us. When 
companies cut off retiree benefits, what they'rel really doing is shifting those 
health care costs right onto the taxpayers. Be~ause many of those older citizens 
will have to tum to Medicare and Medicaid. 

It's just one more reason we need action: on comprehensive health care 
reform that guarantees all Americans healthco~erage regardless of where they 
live or work; regardless of whether they're sic* or retired. 

\. 
! 

That's the next main order of business after we pass a five-year deficit 
reduction plan that puts our economy back on the right track. 

But there's a· tough, hard battle ahead to Icreate a system that provides real 
health security. There are special interests who will fight health care reform 
every step of the way. And our retired workerS can't wait. And we can't let 
companies write them off. 

So I propose to do more. -Today I'm introducing the Retiree Health 

- Benefits Protection Act. It will help retired wdrkers maintain their promised 

- ,
health benefits in court ...and give companies second thoughts before trying to 
back out of their legal obligations. 

2 




.. 


The legislation 'will put the burden on JmplOyers to prov~ that their, 
contracts clearly permit cutbacks in retiree health benefits. And unlike the 
situation today in which retirees get left high bd dry while the lawyers argue, it 
would require those employers to continue pa~ing benefits while the case is in 
court. ' I 

. I ' 

This is a matter of simple justice and b1ic fairness. It doesn't impose 
any new burdens on employers. It says: live 6p to your promises and fulfill the 
contracts you agreed to. Nothing more. Noth~ng less. 

, . I, . 

We'll work with corporate America to c~ntrol health care costs. We know 
it's a problem that's eating into profits and productivity. But in the meantime, 
we challenge them to show responsibility by~eeping their promises to retirees. 

, In fact, this is a moment when I urge ev~ry player in our health care 
system to respond to the facts of a system thatis out of control. Don't wait. Go 
forward now. Let your actions, as much as Y9ur words, be part of the health 
care reform debate. . I . . .. 

. Show, as Merck and Miles pharmaceutic~ls have, that price increases can 
be restrained. Insurance companies ...don't inct.ease premiums. Hospitals and 
doctors...don't increase your rates. Business e~ecutives, don't cut retiree 
benefits.' Make sure that promises made to workers and their families are 
promises kept. I . 

Because nothing will ensure greater suppprt for the Retiree Health . 
Benefits Protection Act than companies that fail to take. responsibility and keep. 
their promises to workers and families. , j . 

\ . 

To our older citizens who worked hard sO they could enjoy some peace 

and security during their retirement, this legislation says: You have a right to 

what you earned. I . 


I 

And until we've enacted a plan that turns] the right to affordable health 
. care into a reality and controls skyrocketing costs, we won't let you and your 
promised benefits fall through the cracks. Becahse your health security can't 
wait. This bill helps ensure that' for retirees, he~lth security won't wait. It 
begins today. I 

### 
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To ameJ~d the Employee Retirement Incon1e Security Act of 1974 with respect 

to rules governing litigation contesting termin~tion or reduction of retiree 
." . health benefits: t 
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JULY 20 (legislative day, JUt\"E ~O), 1993 
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to the; Committee on ,Labor and Hum'an ,Resources 
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A BILLl 
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To amend the Emp10yee ,Retir,emcmt.lncop:le, Security Act 
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of 1974 with respect 'to rules governiilg litigation contest-
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ing·· termination . or 'l'edl'te'tiori; of retiree' healtli' benefits. 
1 " 
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u.s. SENATOR HARRIS WOFFORD 

BACKGROUND ON RETIREE HEALTH BENEFITS PROTECTION ACT 

What is the retiree health care crisis? 

More and more retirees are finding that their promised health care benefits 
are being drastically cut or eliminated. Workers often gave up pay raises or 
other benefits in order to receive health benefits in retirement. The crisis is 
getting worse. A recent study by the A. Foster Higgins consulting firm states 
that two-thirds of the companies surveyed plan to reduce retiree health benefits 
or shift more costs to retirees. The General Accounting Office, the investigatory 
arm of"Congress, reported on July 9, 1993 that employers currently have a $442 
billion liability for retiree health benefits, an increase from $227 billion in 1989., 
The federal Employee Retirement Income Security Act (ERISA) allows the 
unilateral termination or reduction of retiree health benefits. 

'., How are retirees affected by elimination or reduction in benefits? 

Too many retirees and their spouses and dependents are left vulnerable by 
these actions. Retirees under the age of 65 who do not qualify for Medicare are 
especially at risk. At least three million retirees and their spouses under the age 
of 65 receive retiree health benefits. Many times they simply cannot make the 
financial adjustments to pay for medical coverage when benefits are eliminated 
or reduced. In addition, many retirees simply cannot obtain any coverage at any 
price because of preexisting medical conditions. 

, ' 

Who else pays when retiree benefit plans are terminated? 

We all do. If retirees cannot find health insurance they have to pay for 
their health' costs at emergency rooms and other high-cost health care providers. 
Some may be forced to apply for Medicaid. Others will rely more heavily. on 
Medicare. In addition, workers who retiree on disability and have their health 
benefits terminated now will receive benefits under the Social Security 
Disability program. In any event, taxpayerS will have to bare these costs. 

1 . 




When benefits are eliminated or reduced, what hurdles do retirees 
face? . , . 

Retirees have three strikes against them before they step up to the plate. 
First, the benefits they relied on· are gone. Second, they are faced with large, 
unforseen costs. even if they can obtain coverage. Third, if they resort to court 
action to get their benefits back, they carty the legal burden of proof as 
plaintiffs. During all of this financial, legal and emotional trauma retirees are 
going without th~ir promised health benefits, and often without any health care 

. coverage. The situation is unfair. 

What does the Retiree Health Benefits Protection . Act do? 

The Retiree Health Benefits amends ERISA. and states that courts shall 
order employers to maintain retiree health benefits during litigation. Second, in 
cases where the language of health plans is ambiguous or silent regarding the 
termination or reduction of health benefits· the employer must prove that the plan 
allows for the termination or reduction of retiree h~th benefits. . Disabled 
employees who retire are also covered by this legislation. In addition, an 
employee representative of retirees can file a suit. The legislation restores' 
fairness t6 a system that is now stacked against retirees who find themselves 

. > 

without benefits and faced with both expensive health care costs and legal 
challenges. It tells employers to' think twice about cutting benefits. 

How does the retiree health care crisis and' the Retiree Health 
Benefits Protection Act fit into the larger picture of national health care 
reform? 

Retiree health benefits must be part of national health care refonn. 
Presently, employers are unilaterally terminating or reducing benefits because of 
skyrocketing costs. They need health care refonn to help bring these costs 
under control. This legislation gives retirees a fair, fighting chance to keep their 
benefits until national health care refonn is enacted and implemented. In a 
sense, it is a stop-gap measure, but one of critical, importance to older citizens 
faced with losing health coverage before a comprehensive health care refonn 
plan is in place. . 

2 
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Chilly Sunset 
'Firms' Attempts to Cut 
Health Benefits Break 
Calm of Retirement., , 

Chiquita Meatpacking Uhit 
Cites Surging Costs, Sues 
Angry, Fearful Retirees 

Bad News at the Bingo C~ub 

By ROBERT L. ROSE 

Staff Reporter of Till': WALl. STR>:l':T J OtJRNI\I. 


SiOUX FALLS, S.D. - The monthly 

bingo club meeting of John Morrell & Co. 

retirees hasn·t been the same since the 

meatpacker sued its former workers. 


Members still recite the Pledge of 
Allegiance and hear a reading of nam~s of i 

those who've died since the l~st me~tl~g. \ 
But then the meeting at a bnck bUlldmg 
called the Labor Temple invariably turns 
to what many see as an employer's broken 
promise. Morrell Is trying to change 3,300 
retirees' health benefits. . 

"What we agreed to was for life," 
says Francis McDonald, who 26 years ago, 
helped negotiate the post-emp.loyment 
health benefits with the meatpackmg com­
pany, long a mainstay of this plains city's 
economy. "Now," says the 80-year-Old, 
"they come around and want to do some­
thing else-and we're stillliVi,ng." . 

Across the country, a rapidly growmg 
number of retired workers are finding 
themselves forced to foot more of their 
medical bills. Their former employers, 
faced with exploding health costs, a.re 
reducing or eliminating retiree, benefits 
considered sacrosanct a few years ago; 

Many Ways to Cut 
Nearly half of employers surveyed last 

summer by consultants William M. Merc~r 
Inc. had asked retirees to pay more of theIr 
medical-insurance premiums. A similar 
large percentage had increa:s~d medical 
deductibles or co-payments_ Nme percent 
had eliminated benefits for future re- ! 

tirees. " 
Unisys Corp" for instance. intends to 

stop paying for any medical benefits for 
both current and future retirees. Some 
other companies, such as Navistar Inter­
national Corp., are shifting more of the 
health costs to retirees. just as they have 
done already with many of their active 
cliiployees. SUIt others. slIch as D~ Pont 
Co., say they will pay only a portIOn of 
future .cost increases for employees and 
retirees. Du Pont argues that rising medi­
cal costs threaten its competitiveness. 

Health-care costs for active and retired 
workers equaled 31% of manufacturers' 
profits in 1991, according to a survey by the 
National Association of Manufacturers. 
As new rules force employers to account 
for the future cost of retiree benefits, 
shifting expenses to reti rees is the most 
effective way to pare the huge charges. 

New Uncertainty 

The benefit cutbacks mean a new era 
of uncertainty for ret'irees who thought one 
of life's biggest worries was behim;i them. 
"Spiraling health costs are the No.1 threat 
to the financial security of older people," 
says James Firman, president of the 
United Seniors Health Cooperative in 
Washington. 

Many retirees, benefits experts say, 
have it better than those who preceded 
or those who will follow them. Most compa­
nies didn't start providing retiree health 
benefits until after World War n, and 
some are dropping post-employment cov­
erage for future retirees_ Medicare, en­
acted in 1965, pays much of physician and 
hospital costs for the elderly, though not 
for prescription drugs or long-term care. 
But that ,is only partial consolation to 
the estimated eight million retirees who 
count on company paid benefits to fill 
the gap. ' 

So retirees are fighting back. and as 
they do so, many of the disputes end up in 
court. While some retirees can point to 
contract or benefit-plan documents prom­
ising unchanged benefits - and in other 
instances, companies have clearly re­
served the right to make changes - illany , 
other cases fall between those extremes. 
Then. judges mllst sort through mounds of 
documents and oral testimony to decide 
what. if anythiug. was promised to the 
retirees. 

Suing Retirees 
Today some employers actually are 

going to court to sue their retirees, hoping 
to control the ensuing legal struggle. 
That's what Morrell did, through the Chi­
cago law firm of McDermott. Will & 
Emery, which has gained a reputation as 
expert in paring retiree health benefits. 

Resisting is the United Food and ('.om· 
mercial Workers union, which represents 
the 2.800 hourly Morrell workers in this city 
of 105,000_ For a decade, the IInion fought a 
losing battle againl't Morrell and other ' 
meatpackers determined to cut their labor 
costs. The base pay of a Morrell worker has 
fallen to $8.60 an hour from $11.27 a decade 
ago. Active hourly workers in Sioux Falls, 
where Morrell began butchering hogs 
by the Big Sioux River in 1909. pay deducti­
bles, co-payments and part of premiums 
for their health care. 

Morrell declines to be interviewed. So 
do officials of its parent company, Chi­
quitll Brands International Inc. of C,incin: 
nati; which is controlled by Cincmnatl 
investor Carl Lindner and his American 
FimincialCorp. 

Morrel.! announced its planned benefits 
change in a letter to hourly retirees 14 
months agf). The company said they would 
have to pay more of the cost of prescription 
drugs, The yearly deductible would in-
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Continued From First Page 
crease to $300 from $200 per person. A 
retiree's maximum annual out-of-pocket 
expenses for covered expenses would rise 
to $1,000 from $900. Retirees who were 
under age 65, and thus not covered' by 
Medicare, would also pay premiums of $18 
a month for single coverage and $36 a 
month for families. 

Morrell blamed surging costs. It said its 
cost of health care per hourly retiree, 
$1,276 in 1985, had more than doubled by, 
1990. Overall, Morrell's, medical costs 
jumped to $20 million from $14 million in 
those five years, with drugs accounting for 
nearly a third of the rise. 

The changes still left the retirees with 
what the company called "solid, compre­
hensive health-care protection." Indeed, 
the revisions shifted some costs to the 
retirees, but left intact basic coverage for 
items such as surgery, hospitalization, 
sick visits to doctors, hospice and vision 

, care. Combined with Medicare, the former 
Morrell workers would still have benefits 
superior to those of most American re­
tirees. 

Some Morrell retirees say they could 
, have lived with the proposed changes 

except for a jarring sentence at the end of 
the company's mailing to them: ".John 
Morrell & Co. reserves the right to change 
or terminate any plan or benefit at any 
time." Mr. McDonald, who was president 
of the union local from 1945 to 1978, 
reads that to mean that "next year. they'll 
be back for more." 

When Morrell and Chiquita announced 
the planned changes in late 1991. Chiquita 
was completing its eighth straight year of 

'higher profits: $128.5 million on sales of 

$4.63 billion. Since then, however, Chiquita 

has incurred a $90.6 million loss in the first 

nine months of 1992, partly because of 

higher banana costs. Separate results for 

Morrell alone weren't available, 


Choosing South Dakota 
As the retirees were receiving their 

letters, Morre;I was suing them and the 
union ill federal court. The idea was to beat 
the retirees to court and to limit the 
proceedings to a single jurisdiction. Other­
wise, the company argued in its suit, it 
could face a "multiplicity of lawsuits" 
from the retirees. who are scattered 
around the country. Morrell asked the 
judge to declare that it, can "modify or 
terminate" the health benefits of its re­
tired hourly employees at any time. 

Morrell's lawyers, McDermott Will, 
knew that the eighth federal judicial cir­
cuit. of which South Dakota is a part, has 
been more favorable to employers in 
such cases than has its judicial counter­
part in Ohio, where Chiquita is based. 
Suing in South Dakota also increased the 
chances of getting a "pro-business" judge, 
says Michael Melbinger, a McDermott Will 
lawyer working on the Morrell case. 

The lawyers believed that a South 
Dakota judge either would give them per· 
mission for the retiree-benefit changes or 
grant a secondary request, to order the 
union to bargain over such changes. 
The lawyers also figured that if the 
court ordered negotiations and the union 
didn't budge, Morrell could declare an 

,______/f 

impasse and implement the changes on 
its o'wn. 

More than 200 retirees crowded the 
bingo meeting after the benefit changes 
were announced and the lawsuit filed. 
Morrell had insisted in its letter that the 
retiliee benefits still were better than those 
pro~ded by many of its competitors, "The 
chal}'ges we are making will help us 

, to manage this competitive disadvantage" 
while continuing to offer strong protection. 
it said in the mailing. 

That didn't make the retirees any 
happier. Benard Aning, a former president 
of the union local, asked if any retiree 
had heard the company say that medical 
benefits were subject to change, as Morrell 
says it told employees in exit inter' 
views upon retirement. "Not one raised 
their hand," says the former union local 
president. 

Judge Hears Case 
U.S. District Judge Richard Battey, cit­

ing the potential of "irreparable harm" to 
the retirees, ordered the company not to 
act until the case is decided. He heard the 
case last fall in Rapid City, S.D. 

At the October trial, current and former 
Morrell officials testified that retiree bene­
fits were a management prerogative sub· 
ject .to change. "There was never any con· 
sideI'lI-tion or promise or conversation that 
they+would remain that way for the rest of 
their life," said Robert Gray, a labor 
consultant for Morrell. He also said that 
while previous labor contracts stated that 
the tompany and the union must agree to 
changes in retiree benefits,' the current 
contr,act has no such language. 

Union officials countered in court that 
workers had been promised the benefits 

not only in exit interviews but in negotia· 

tions throughout the years. The offi­

cials said they even accepted less pay as a 

trade·off for better retiree benefits. "It 

would have been foolish-stupid-for us to 

have paid for a benefit knowing . , . that 

the company could take it back at their 

pleasure sometime in the future," main­

, tained William Burns, an official from the 

union's Washington office. 

A retiree's widow, Marjorie Boyd, 72 
years old, was eager to tell her story to 
Judge Battey. living on Social Security 
and a monthly Morrell pension of $225, she 
didn't know how she could afford the new 
co-payments for drugs to treat her diabe­
tes, arthritis and heart condition. In a van 
with, other retirees, she had traveled 348 
miles to testify, stopping along the way to 
take· insulin. But in the courtroom, she 
foun'd that cases involving retiree medical 
benefits depend more on the interpretation 
of contracts and benefit-plan documents 
than,on stories of personal hardship. 

Judge Battey acknowledged that a lack 
of health benefits and riSing costs present 
a "severe problem for folks who are in that 
position." But when Morrell's trial attor­
ney, Bill Boies, objected to an exhibit of 
Mrs. Boyd's drug purchases as irrelevant, 
the judge agreed. 

". can't say any more?" Mrs. Boyd 
asked, according to the trial transcript. 

"There's no question for you to an· 
swer, Mrs. Boyd," the judge replied. 

"Well, this isn't irrelevant," she per­
Sisted, telling the judge she was there not 
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just for herself but her late husband, Wil­
liam. "And I hate to see him turn over in 
his grave ... ," 

"I don't know how this case is going to 
wash out." Judge Battey said. "But it's not 
going to wash out based on sympathy, be­
cause it's going to be decided under the 
rule of law which I have also taken an 
oath to follow. So with that in mind, Mrs. 
Boyd. you are excused." 

At a recent meeting of the bingo club, 
retirees and widows of retirees sit around ! 
folding tables in the basement of the Labor 
Temple. They recite the trade unionists' 
pledge to buy union-made goods, and note 
a letter from a local food pantry thanking 
them for the donation of food and $7. And 
they play game after game of bingo. 
continuing until everyone has won at least 
one package of Morrell lunch meat. 

They also hear Mr. Aning's monthly 
report on the litigation, The news on this 
cold winter day is that a decision has been 
delayed again, probably till late spring. 
That's fine with Gerrit Zwak, the bingo 
club's president. He says a prescription 
for his wife's heart drug costs $105, and the 
company wants,retirees to pay 20% to 30% 
of that. instead of the current $2 nat fee. 
"We'd better be thankful every day and 
every month that we can keep it the way it 
is," Mr. Zwak says. 
A Different View 

In their offices in a new skyscraper 
overlooking downtown Chicago, Morrell's 
lawyers take a different view. When a 
company pares retiree benefits, "it's fol­
lowing its obligations under the docu­
ments," says Mr. Melbinger. He says 
providing the benefits "was a nice thing 
for the company to do, but I don't believe 
it's why you were there."The alternative, 
adds Mr. BOies, "may be a bankrupt 
company and no coverage." Mr. Melbinger 
says that if Chiquita gets a favorable 
decision from the judge, it might seek 
larger cuts. 

There's little doubt other companies 
will continue to seek ways to cut retiree 
benefits as well. George Wagoner of the 
William M. Mercer consulting firm pre­
dicts a "second wave" of cutbacks later 
this year as companies seek to match the 
cost-cutting of competitors. Then another 
round is likely by 1995, when smaller 
employers have to follow the new at.:count· 
ing rules on retiree costs that major com­
panies had to adopt this year. 

To smooth the way, consultants and 
lawyers tell employers to clearly state in 
writing that retirement benefits are sub­
ject to change or elimination. Mr. Mel­
binger of McDermott Will says the law firm 
is advising companies to speed up their 
decisions. The firm fears that publicity 
over cutbacks might prompt Congress to 
try to require vesting of retiree medical 
benefits, much as current law seeks to 
enforce some pension promises. 

TLJESIM y, !\lAY ,t I!I!I:I 

REI1REES PAY MORE: Out-of-pocket 
contributions by retirees who help pay for 
employer-sponsored health insurance rose 
an average of 21% last year, says consulting 
firm Wyatt Co. A retired worker and spouse 
under age 65 paid an average of $1,932 of 
their total $4,596 cost. Retirees over 65. who 

. qualify for Medicare, paid an average of S8641 
of their $2.424 bill. 
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Accounting Rule Erodes Profits and Retiree B~~:.!!~:ro~~~: p
employers on grounds that the change violates contract

By Philip I. Rosenbaum promises.Assoeialed Press Cathy Ventrell-Monsees, a manager of worker equity of underestimating retiree obligations. Shareholders in ~ 
NEW YORK-Financial Accounting Standard 106. at the American Association of Retired Persons, said many companies simply don't know these obligations 

The name might mean nothing to you, but if you're a companies are unfairly using the rule as a reason to cut exist. 
retiree or will be somed(lY, this new accounting rule benefits to retired workers. For IBM and hundreds of other big companies that ~ 
can pack a powerful punch. "Theoretically, it should have no relationship to the can afford it, the most.. J.o~iEaJ c!t!>j~~., has<;.!l~e.~ to., ..,· 


Aimed at making investors more aware of company 
 benefit~,the companiesprQ:vide because they've had the' account for the costs 10 one lump sum, which is 
obligations to provide health benefits for future retir­ benefits obligation all along," she said. "Welciok at it as reflected i~ a boo~keeping transaction knOVl'Il as a 1['77?, . 

if they're using FAS 106 as an excuse or a scapegoat." charge agamst earmngs. 
:rim or even kill retiree plans once considered un­
ees, the rule has prompted many big corporations to 

Dale Yamamoto of Hewitt Associates, a benefits Upjohn Co., for example, said this week it will take a = 
:ouchable. consulting firm in Lincolnshire, Ill., said the rule is $224 million charge in the fourth quarter to cover costs . 


To comply with the rule, companies must subtract 
 accelerating a new era of austerity among companies associated with the new rule. Amoco Corp. said it will 
'rom their profits the estimated future costs of provid­ trying to get more control over health insurance, one of take an estimated $850 million fourth-quarter charge. ~ 
ng health benefits to retirees. Previously, companies their most rapidly escalating costs. Earlier in December, Ford Motor Co. said it would 
lIlly had to account for the costs as they were incurred. ''The companies making cuts eventually would have take charges of nearly $7.7 billion- against 1992 earn-


In effect, the rule will cut into companies' reported 
 done so anyway. The rule is just speeding it up in some ings, mostly to account for the new rule. 
:amings, hurting their overall financial picture. cases," Yamamoto said. In November, Reynolds Metals Co. said its 1992 <i i#i,

A recent survey by the consulting firm Foster results will be reduced by $827 million, largely because 

.nload the liability of the rule," said Mike Clowes, 


"We're seeing a lot of companies looking for ways to 
Higgins Inc. found 65 percent of employers offering of the accounting rule. Q
retiree health care benefits either have changed their An alternative under the new rule is to spread out 


ublication. 

ditor of Pensions and Investments. a twice-monthly 

programs within the past two years, or intend to make accounting for the retiree benefit costs over 20 years, 
Many firms are trying to lessen the impact by changes by the end of 1993. but it's not clear how many will do that. Hewitt said a .. .. =. 


~ducing their insurance coverage for workers. Some International Business Machines Corp., which took The most common reforms were raising premiums, survey of 72 companies indicated that most expect to 

re asking workers to pay higher premiums and deduct­ a one-time bookkeeping charge of $2.3 billion against increasing cost-sharing provisions, or moving to man­ account for the full obligation in one step. 

lies or are offering less coverage for new workers. earnings in the first quarter of 1991 to account for aged-care programs, a more affordable alternative in "They want to get it all out of the way in year one 

thers are eliminating benefits for retirees altogether. the rule's impact, is making retirees pay a greater .which workers choose doctors from a list provided by and not taint the future years thereafter," said Vince 

In early November, computer maker Unisys Corp. share of the costs of their benefits. their employer. Amorosa, an accountant with KPMG Peat Marwick in ~ 


lid it will phase out health insurance for retirees by Navistar International Corp., a large truckmaker, Hewitt found in a survey that the bottom-line cost Washington. . ' 

~96, saving $100 million a year. recently negotiated a deal with the United Auto created by the rule ranges from $1 million for small Many coml!,anies have been scrambling to comply 

McDonnell Doughs Corp., a leading defense con­ Workers that would slash medical benefits for 40,000 businesses to more than $8 billion for the larger and before Friday, when most. corporate fiscal calendars 


actor, said recently it would phase out health retirees in exchange for giving the retirees a large older companies with the most retirees. General Mo-. begin. However, the majority of companies will not 

stake in the company. tors Corp., the biggest U.S. company, has retiree adopt the rule until 1993, postponing the impact on .!nefits for salaried retirees after four years. That 

ove was expected to halve the costs created by the Retired workers from some companies, including obligations exceeding $20 billion. their financial statements as long as possible, the ~ 

McDonnell Douglas and Unisys, have sued former The Financial Accounting Standards Board, the gov- Hewitt survey found. .~
!W rule. 

~ 

~ );; ,. 
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Health Limbp for EarlyRetirees 
By MILT FREUDENHEIM 

The White House Is consulting with 

business and labor groups on meas­

ures that would assure medical cov· 

erage for millions of workers who 

retire before they are eligible ,for 

Federal Medicare Insurance. 


Although no deCisions have been ' 

made on how to pay for care for., 

either active or retired workers un-' 

der the proposed national healtb:?-re 

plan, Clinton Administration officials 

are dlscus!llng ways of raising money 

for the program, according to people

who attended meetings In the last 10 

days with Ira Magazlner, the White 

House health-care adviser.' 


Some large Industries, Including 
, auto makers, as well as the A.F.L.­

C.I,O., prefer an Income-based pay­

roll tax, these people said, while other 

Industries were more receptive to 

paying a flat premium per employee, 

and some employers wanted the costs 

paid from general tax revenues. 


Other Possibilities 
Ceilings on the tax or premium 

payments, reduced charges for small 
businesses and special treatment for 
low-Income employees are also being 
considered. 

Under the Administration plan,
people who retire before age 65 could 
Join regional alliances of health-care 
consumers; these groups presum­
ably could buy health coverage at 
favorable prices. 

With the cost of medical care 
climbing, many companies are re­
quiring 'retirees to pay a growing
share of their own health costs,whlch 
have been rising faster than general 
Inflation for years. Some companies rled mainstream Americans, "Mom 
have announced that they will elimi­ and dad and the next-door neighbors, 
nate retiree coverage. people who basically did everything 

Administration officials and mem­ right all along the way, are at risk of 
bers of Congress said In Interviews losing their health benefits," she saId. 
that protecting retirees would be es­ Indeed, the General Accounting Gf­
sential In securing support for the . f1ce, In a report Issued yesterday to a Claire Hushbeck, an analyst with 
Administration's program of sweep­ House ~ubcommlttee on smalJ-buFI­the American Association of Retired
Ing changes In health care. Persons, said that protecting retir­ I",It Is critical to Include retirees, ees' benefits was an ,Issue that wor- Continued on Page 5J I 
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Early Retirees Are Often Left in Lil11bo on I-Iealtl1 Care 
flce :;aid, lip from $227 hillion in 1!l1l!l. ation of Manufacturers olfke 

COlllilllll.'d F,''''II Fir.<1 /lUSIIH.'SS 1'(1/.:(' Ri~itl~ medical costs and the <lging Washington. lie llIet with lahol' \IIWho sho~ld pay in populat iOI1 have swelled the total, ofllcials last Friday, [3oth groups' 
ness reAulation,' staled that "retiree said Donald C. Snyder, an assist::mt c.omed the Administ ratioll's intel 
he:1lth benefits arc 110t secure." 1\ the years pefore dir('ctol' of the G,A.O. in the reliree is~ue. i 
lioted Ihnt nn employer's right to fI:' At least fool' million Americans "It is ·to their cl'edit th",( they 
duce retireo bel1eflt~ had been upheld Medicar.e begins? belween tile nr,es of 55 ond 61 consid· trying to solve the issue'," said K~ 
In p number 01 cOllr( (',nse~. er themselves retired, and three mil­ IgnagHi, the head of the A.F.L.·C, 

The 5ubcommillce chairman, Rep­ lion, reti recs under 6:; and their employee benefits depnrtmenl. 
resentative Ron Wyden, Democrat of spol!:;es arc now receilliilg rl'lireeL Walter [3. Maher, ::l heillth poOregon, said retiree coverage should Depending on the}inancinR setup of heal!h benefits. The report said fu­

,spokesman in Washington forIIC part 01 a "basic benefits package" Ihe 'Adlllinistration':plan, costs mir,ht \111'(' retirees would have less employ­
Chrysler Corporatioll, said that II;that all employers must provide. he reduced for employers like the 'er-provide'd coverage. 
ufacturcrs that orrer ncallh beneauto makers that have many older Medical expenses arc oftell a proh·Vurlntlon In Reacllons "lire disproporthmworkers and retirees. icm for people 'over age 55, who arc· bearing a 

: Sharon Canner, a hcalth poliCy ex. share of American health costs" ,Unions generally favor a payroll not clir,ible for Medicare. Many arc 
pert at the National Associ, lion of th;)t hurts their ability com!,tax based on a percelltaRe of income. rejrcted by private insurers because to 
Manufacturers, said e[nployers' with companies in foreign COlllltl"It wOllld be one of the fairest ways to of health prohlems nlld mnny cannot
vIews on the issue varied widely. where more health expenses are (get the money," ~aid John J, afford insurance premiums <lllyway. 

. "'I depends on the industry, high e red by goverll melll s. Sweeney, president of the Service "This is a vllll1erllble afle group,"
wage or low wage. the markets they Employees International Union. soid Senator Don<lld W. Riegle Jr., Ms. Canner of Ihe Nationa I t\s~ate competing In, hcollh cost,.;, gcog. Democrat of Michip,an. ' «Iioll of Manufacturers pointedr~phy," she said. "High·tech indlls, Rapidly R IsinA Figure 

, 1\.11'. Mng,lzincr discussed the retir· that while ll1alllre indusl ries likeHies with fewer retirees arc more Employers cUfl'elitly have a $412 ee health issuc 011 Thursday with ex· lOs "were /.:etling tile higf,:esl hit'likely 10 lean townrd a flat prcmium. hillion liahility for reliree ll1C'dical cclllivcs of some of the nation's larg. ret iree costs, "event ually alt rCorAIHoS Is likely to favor a payroll t<lX." hcnefils, the GenCl'<11 Accounting Of· cst cOlllpanics al the National Associ- panics arc gninf,: to he Ilwlure:' 

, 58% 

, 65% 

69% 

Including those who are eligible for 
Medicare, In reform of the system," 
said Dr'. Mary Jane England, presi­
dent of the Washington Business 
Group on Health, an association of 200 
large employers. 
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The Philadelphia Inquirer I BONNIE WELLER 

Sen. Harris Wofford ann()unces his retiree medical-benefits bill. He invited Unisys retirees. 
including some who joined him on'stage at the Philadelphia Senior Center. 

Pa. senator seeks to slow 
retiree health-plan cuts 

II 

W'o!fordJs bill would m,ake it harder for firms to end benefits. 
By Andrea I{nllx 

IN(jUlRI-:R STAFF WRln:R 

\'. 

Companies would find it tougher to' Cllt retiree 
medical benefits under legislation t'o be int ro­
dllced today by Sen. Harris Wofford (I)., Pa). 

Under the bill, an employer could not reduce or 
terminate benefits while such a charige was un­
derchallenge in the COllrts. ; 

In aullition, courts would be instructed not to 
allow reullction or termination of retiree health 
benefits unless the benefit plan clearly stated the 
employer's right to make such changes. 

TIle bill would "help retired workers maintain 
their promised health benefits in cOllrt '" • and 
give companies second thollghts before trying to 
hack Ollt of their legal obligations," Wofford said 
yesterday at the Philadelphia Senior Center, 
where he described the proposed legislation. 

The Wof[ord bill would not prevent employers 
from reducing or terminating retiree health 

benefits. However, it would tip the legal balance 
more toward retirees, according to Philadelphia 
lawyer Jerome Marcus. Marclls represents some 
former Unisys Corp. workers who are suing to 
keep the company from ending its contributions 
to retiree medical insurance. 

Under the Wofford proposnl, courts are less 
likely to consider "a single sentence on Page 127" 
of a benefit plm; to be adequate notice that the 
plan might be changed, Marcus said. 

Warnings now held by the courts to be suffi­
cient might be ruled inadequate, Marcus said. 
The measure woulll apply to cases already in 
court, as well as any brought in the future. 

The bill, to be offered as an amendment to the 
Employee Retirement Income Security Act 
(ERISA), W(lS prompted by a wave of cuts in. 
retiree medical plans in, the last year. 

Those were spurred, in turn, by a new require­
See BENEFITS on C7 
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Bill would curb cuts in retiree benefits 

BENEFITS from C 1 

ment of the Financial Accounting 
Standards AGard that companies esti­
mate the future cost of all promised 
retiree medical benefits and carry that 
amount as a liability on their books. 
Most companies had never calculated 
that liability, and many were shocked 
to find it reaching hundreds of mil­
lions or even billions of dollars. 

Although the calculation did not 
alter the companies' current medical 
costs, dozens of companies, includ­
ing Unisys' and Campbell Soup Co., 
reacted by deciding to reduce or ter­
minate retiree health coverage. 

I.'or many retirees, the cost of re­
placing company-paid insurance 
would be thousands of dollars a year. 
lJnisys, which said last fall that it 
would eliminate its contributions to 
retiree health care by 1996, said cur­
rent premium costs were about $3,000 
a year for each person not entitled to 
Medicare, and about $1.100 a year for 
the Medicare-cligible, 

Ilowever, Unisys estimated that reo 
tirees could expect to pay as much as 
$4.000 a year per person by 1996 as 
costs rose, 

In suits against Unisys, Campbell, 
Bethlehem Steel. General Motors and 
other companies, retirees have 
charged that they wcre promised oral· 
Iy or in writing that company-paid 
mcdical benefits would last for their 
lifetimes. In some cases. retirees said 

!1: 

they took early retirement. which 
meant giving up the c1umce to fatten 
pension benefits by working longer. in 
part because they were promised life­
time medical benefits in return. 

C9urts have required employers to 
contiriue benefits in some cases and 
not' in others. depending in part on 
how clearly a plan was worded, Mar-, 
cus said. 

Wofford described the proposed 
bill as a stopgap until Congress and 
the udministration can craft a com­
prehensive health·care reform plan. 

lIowever, he predicted that creating 
such a plan would be "a tough, hard 
battle," and said retired workers had 
to be protected in the meantime. 

At Wofford's invitation, several 

dozen Unisys retirees attended the 
announcement. Some sal in the audi­
ence, bul about a dozen were arrayed 
behind him on the ~tage of the audi­
torium where he appeared. ' 

One retiree who spoke at Wofford's 
behest, John Mkhailian of Hatboro, 
said medical·insurance, payments 
would be greater than penSion checks 
for some retirees. He estimated that 
medical insurance for him and his 
wife could reach $800 to $900 a month, 
adding Ihal he was worried about what 
mighl happen if she outlived him. 

"She is much younger than I am," he 
'said. "If I die before she reaches 65," 
when Medicare coverage begins, "she 
would have very little left" to live on 
after paying for health insurance. 
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;Bm. aims t~ pr~tect 
. :retirees'· b-eilefits 
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.By Laurie Casaday 


TRIBUNE STAFF WRITER Wofford said 
.~ u.s, Son. J{.UTll Wofford.. D·Pn.,· Monday he. 'has 
;aId he will aMOUCO todoy It health 
~Ilre blJltbat protcets benefits.to b1·0ad support
retired workers. . 
; Wolford' mode tri~ to Phlladel· for his 'bill.and
phla and tho Dunmore Somor-Cen­
ter Monday (0 annoanco his pilln '-:""'it~~". expe cts it to
and an"fer questions. 

--- . The' blll, no said, wilt Cn$1JrC'"''''"·~ ---,- pttss."'" 
worker:! cct what they've beeD 
prolllLsed - hc.alUl urc Rner lbcy 
rol1ro. 
. "You don't bavc to loEG. your Job won'l be OD.:SY. . 

to lose )"Our coyonl:o," Wolford "Tbore are. .opedal Intercs{s who 

told tbe crowd in DUDllIore. "All willfighl beallh caro reform avory 


- - you 'havo lo do Is reUre frora one. step o( the "uy,1I ho £aid. "Aid our-
r "Tb1l bill \,111 he.lp retired work- rcUred workors can't wntL And we 
crs maintAin benofit! _•• and ~Iyo clln't lel companies writo them' 
companlos .second thoughts. on orr." '.. 
backing out" of ·tlle bellefil; Ihey . lYolTl,lrd said betore 11. comprc­
promised worker:!. hellJlvc bcalUl cnre Po.ckn:c 11 
~ Wolford. s:lld ono' ~ent, study pa.s.ssd 1\0 expccl! compnielJ to lty
mowed tblt 60 percont of eomp~ (0 gel ou~ oC pDying health care 
nics Hpj an to reduce roUroo heallh bencfils tor' retireeS. 
benefit!. Others arc cuUlng orr 'I1I.c bill he plans to Inlroduce 
thO'S!! bonefil., enUrely," . . lod:ay. he said,. Ls B warning to 

Wolford, who filled tho saal lete those companies lha~ they should. 
vacant by lhe doath ot Sen. John 'not think oC dumping reUrees' ben-
Heinl. and retained· hb 3cat by efi!.!. . 
dcreaUn~ former PennsyifanlA gov- The senAtor ,said hLS bill. enIled 
orner nfehard "lomburgh In A 'lbo Rotiree Heallh Dcoofils Prolct,­
speCIal election In 1991, hAS boen UOIl Ael. will help roUred workers 
credllcd ror· pushing the Wue oC mainlain their benefils In eoun 
heaIlh caro (0 the CroDt PII(/CI. "and give companiell seeoJld 
. Woffo~d 'uld Monda1 he ball tbougbu before tryin: to back ou~ 

b"rood support Cor his bill alld oOheir legal obligations,'!
expccl,it to pasll. . He said the bill' ",111 put the 
:-){o saJd when health eare 'bene- burden on the eOM1.D111 to .prove

fits arc taken away Crom reUrceJ, thal Ihelr conlracu dear1, pcrJriJl . 
the cost· is shlR.cd to taxpayers eutbQeklln retlreo health b.cnonts. ,'- " " -. ' 
becauso (ho 'olderly tum to Mcdl-. "And unl1ke, .tbe ntuaUoa tDday .U.~. ,Se~.~arrJB Y'offortl, D-PI." vlalts the Dunmore Senior 
ca~~nd ~edleaJd., ~. 'n whicb.reUrees getteR. high and .Center '1o'~'e)(plllfn his health care .bln aimed at protecting J. 

W()ff~rd.:..s~~d U~c "nNer -ls,.,It.:.dry "qUe lDWYOt1l arguc, It, would r beneius'of rallred workers. WoHord said hewould In,roduce
compz'enensivc bealtb .. care r)'item rcqulr:c 'hos~· employers to ~oq· .... . . d .J- .'ol'1 . - .... h... r..hn 
tbllt cares·ror cvcrY'hmorlean:Bul;":Unuo,: 'P,~ylng .~~ncn~ while Ibo '1he' leglalaUon to 8,. 1n Waahlnoton. IStAH Ilk.. . 
\." ",....In.Uf",A ",.1\all"". It....... _....... l ..... ~_ - . 
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Wofford plan would help retirees keep benefits 

by Mlrc Meltzer 

Daily NewJ St.rJ./f Writu 
u.s. Sen. Harris Wofford said 

yesterday he Is proposing a "stop-. 
gap" measure In Congress 10 help 
retirees who lose their medical 
benefits 8S 11 result o( corporate 
cost-cutUng.

The freshman Pennsylvania 
- Democrat. who b'O;l.1!g!lX' together 

25 Un!5ys Corp. retlreefto share·a 
stage at the Philadelphia Senior 
Center, said the leglslatlon Is nec­
essaryas "employers tire unilater­
ally terminating or reducing 
benefits because of sk}'rocketlng 

"iW~ 

fR~ 


'-
fl
;? 

Though only until 
,

system s reformed 
com" 

The proposal amends the fed­
eral Employee Retirement In­
come $eeurity Act. which now al· 
low! the un1l4teraJ termination 
or reduction of retlree health 
benefla 

Wofford's proposed Retiree 
Health Beneflt9 Protection Act 
woold require courts to order em­
ployers ..to malntaiD benefits for 
retired whlJe laWllUlts are pend· 

\ 

Ing; and requires companies td Unisys declined to comment on 
prove that tbelr health plans al- ~e proposed legislation, clUng 
low for the termination or reduc- . e pending lawsuits. 
tion of the benertt9. Slmllar health-bcncftt ca.ts 
.... He said the legislation is de- b.:::ve been announced by other 
signed to protect retiree:s from c:ompilnles to eSCllpe financial 
losing healtb coverage before a squencs caused by rising health· 
comprebenslve health-care-re- care costs, intense competitlvo 
[arm plan takos etred. pressures or ~w a.cxounting re-

He said beolth-care reform. Is qu!rements.
essential 10 bringing tOOse cOlts In I stAtement, Wofford cited a 
penQ~~!ltl~ under control. study by the copsuiting firm A. 

Last Novembe'i';BluecOeIHaselh- Foster,.Hlggtns tbat found two­
Unl3ys announced atfuee-year thlrd.'J 01 U.s. companIes pian to 
plan to phase out premium pay- reduce retiree health bencfil.!! or . 
ments for Its retirees. The com­
pany said the move Wall essential 

to Its romval. 
 -~ 

"Tbe new medical benents pay­
ments that UnIsys wanl.!! to IISSe33 

the retirees would be • great 

hardsblp to many," said John 

'MkhaUID.. I reUree who spoke 

Arter Wofford. "'I'o some of too 

retirees, this woald not only use 

up thelt wbole lD<lntbly check. It 


. 	woald mean Ihal they would have 
to take money from their pockets 
to pay for the medical benefits 
that UnJsys want9 to take away 
from them." 

Un'1sy3 retiree!, who have filed 

14 lawsuits against the company 


. to bait the phase-ont, Said tbe 

company had promised in "Wage 

contr<lcls and stated In agree­

ments covering" carly retiremcnt 

packages that . the medical costs
wonld be covered. 	 ..........-.. -.... - . 


Retiree Robert Kennedy. a for­

mer union official at tho com­

I)ony, said a court Injunction bas 

al len.~t temporarily halted Ihe 

compony's plan to rh~ out the 

premium for the medlenl bene­

fits. 


shirt more costs to retirees.• 
.llGJry Newl wire Il<!:rvices am­

tribuud to IhiJ report. 

·"""'!:-.)i!i:"l" .; ......-_..... '-. ",::lt~iiri::;;-;; " -\';."':" . ­
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Health Care Can t Wait 

When should President Clinton present his 

health care reform proposals to Congress and 
the American people? The answer should be 
simple: Health care reform should be the next 
main order of bllslnealJ 8S lloon all we complete 
action on the budget reconciliation bill. 

Yet some are suggesting that health care 
reform is too complicated or controversial to 
take up right away. It can't be done this year, so 
wait until next year. slow down and take more 

. time, runs one argument, made most often by 
those who want an excuse to do nothing. Anoth­
er, more seductive, case for delay was made 
recently on this page by Robert Kuttner (op-ed. 
May 21), who argues that instead of seeking out 
bipartisan ground on health reform, President 
Clinton should set out an ambitious plan and 
refuse to make "fatal compromises." Then, he 
suggests, when Republicans block this popular 
idea, the president should take the issue to the 
country in the 1994 midterm elections, as I did 
in 1991 in my Senate race in Pennsylvania. 

Kuttner calls this stratersy the "Wofford gam­
bit" to achieve the most far-reaching health care 
reform. But the "Wofford" in the strategy 
doesn't believe that health care reform can wait. 
Not for some suppo~y more inviting moment, 
and certainly not for a political gambit. Too 
many critical factors demand action sooner rath­
er than later. 

First, our economy and budget can't afford a 
delay, The current debate over entitlement caps 
and deeper Medicare and Medicaid cutbacks is a 
case in point. Eighty-five percent of the increase 
in federal entitlement costs is in health programs 
such as Medicare and Medicaid. More than haH 
the projected increase in the federal deficit over 
the next five years wiD come from increased 
health care costs unless we do something. Arbi­
trary caps and cutbacks treat the symptom in­
stead of curing the illness. In fact, such caps or 
cutbacks would merely shift the "symJltom" of 
rising costs onto the private sector or onto the 

states, many of which are necessarily moving 
forward with their own reforms. Their 3uccess­
and ours in cutting the deficit or limiting tax 
increases and financing coveraRe of the unin­
lIured-dependll on the structure and cost con­
trols of comprehensive reform. 

Second. we have b~lt momentum for change 
in the past two years that we shouldn't 

Because ofthe cost of 
medical care, companies 
aren 'I: hiring new . 
workers. 

I 

aUow to dissipate. During my Senate campaign 
two years ago, the debate was whether to reform 
the health ¢are system. Now the only serious 
debate is over how to do it. 

It's true ithat interest groups h.istoricaUy op­
posed to health care reform are now spending 
millions advertising and lobbying for their own 
versions of such reform. But rather than merely 
condemning this spectacle, let's recogni%e the 
progress it s,ymbolizes and the degree of consen­
sus that has developed on many key points. 
Insurance companies, hospitals, doctors and 
drug manufactur~rs have joined consumers call­
ing for universal coverage, an end to "pre­
existing condition" exclusions and a limit on 
ever-increasing costs. 

Of course, this is a case of enlightened self­
interest coming to the fore. Many groups see 
the train pulling out of the station, and their 
choice is to hop on board or lie on the tracks and 
get run over. We must capitalize on this momen- .' 
tum by moving the debate to resolution rather 

. than waiting any longer. . 
Third, delay ignores the hardships that the 

health care crisis is imposing on American fami­
lies and companies. Of course, it's nice to read 
how, as Kuttner puts it, my 1991 election 
"instantly placed health reform center stage and 
transformed the presidential dynamics for 
1992." But health care is a defining issue of our 
time not because of an election but because 
Americans are seeing their costs increase and 
their benefits shrink. Because of health care 
costs, companies aren't hiring new workers. 
Retirees are seeing their~rOmised benefits 
beCome broken prorruses. d 100,000 more 
Americans are losing health care coverage each 
month. For aU these reasons and many more, 
delay is unacceptable. 

Fourth. Kuttner argues against compromise 
as part of his plan for positioning the issue for 
the 1994 elections. But he is wrong to suggest 
that aU compromises are "fatal." On the con­
trary. failure to compromise will lead to further 
delay, Indeed, some compromises may actually 
improve the substance of reform. 

With citizen frustration over po~tical gridlock 
at an all-time high, no one will gam from turning 
health care into a partisan football. There are 
Republicans in Congress who care deeply about 
health reform and whose views are not very far 
from where the president seems headed. We need 
to reach out, as Hillary Clinton has been doing, to 
build the broadest possible coalition for action. 

I agree with Kuttner that those who oppose 
comprehensive reform will fmd themselves on 
the wrong side of h.istory. But voters won't 
reward either party for continuing the partisan 
bickering that has prevented action on so many 
of the problems people face in their daily lives. 
And if, despite our best efforts, we are blocked 
from achieving real· reform before next year, 
there will be time enough to tum the 1994 
campaign into another referendum. 

The writer is a Democratic senatorfrom 
PennsyllJflnia. 
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posed by their former employersWoffo'rd and now worried that the next step 
· would be full elimination.

• Dillon's husband. Regis, for ex- . 
ample, retired. rrom Westinghouse' 

· Air Brake and had been paying $4.50 
per month per person for company· , 

campaIgns 
for heal~h supplied health insurance. 

In October 1992. he and other 
retirees were informed by Ameri­benefits!;. can Standard Inc., WABCO's sue· 
cessor company, that the cost would 
increase to $29.50 a month perBy Mark Belko '~ : person this year. Some are suing toPost·Gazelle Stall Writer , i! 
stop the increase.Martha Dillon always trusted em- , 

Among the others attending yes­ployers to do the right thing. so 
terday's session were Melvin andmuch so that her husband' dubbed 
Ilene Spector of White Oak, whoher a "company man."! 
were the subjects of a SenateNo more. 
speech Wofford gave last week onAs· Dillon addressed U.S.. Sen. 
the need for his benefits legislation.Harris Wofford during a~discussion 

After taking an early retirementin Turtle Creek yest~rday,' she 
from Allegheny International insounded more Cesar Chavez than 

· 1987, Spector,62, learned in JuneAndrew Carnegie. . 
that his medical and life insurance, "I always thought companies 

· benefits - part of the sweetened'were decent' people, but now. I'm 
retirement package - were beinggetting to have a different opinion,': 
eliminated this month..she said. "It's just plain greed." . 

Spector, who estimated that itWhat got Dillon going was the 
would cost him $8,000 a year to paymove by some companies to elimi­
for medical benefits for himself andriate health benefits· for retirees; 
his wife, is now among about 2,000leaving those on pensions the 
AI retirees who have filed a suit choice of having no in'surance or ' 
against their former employer.paying high premiums themselves. 

Wofford introduced legislation in . Wofford said that unless cOmpa­
Washington Tuesday that would nies were prevented from reduCing
make it tougher for corporations to or eliminating benefits,. the practice 
cut back on or eliminate retirees' would spread "like Wildfire" as 
health care benefits. costs climbed and as companies

The legislation would require em~ · sought to end benefits in anticipa­
ployers to maintain h~alth care tion of national health insurance. In 
benerits during litigation brought by some'cases, he. added, companies
employees to stopc~tbackS. In are pitting retirees a~ainst present 
cases where the language of a workers in a compelition for bene­
health plan is ambiguo~s, it woul~ fits. 
put the burden' on employers to Wofford called his legislation a 
sh~w that provisions <?f the plap "stopgap measure" designed to pro-
allow benefits to be cut. • · teet retirees until a comprehensive

Wofford, D-Pa., went to Turtle national health care program could 
Creek, once a busy steel and manu­ be enacted, He called the fight for 
facturing center, to drum up sup­ national health care, expected to . 
port for his measure and to learn begin in earnest in Congress after 
more about· the problems retirees Labor Day. "probably the bi~gest 
are facing. . i. i political battle since the civil nghts.

He was not disappointed. ! laws Of the '60s." . 
On,e by one, retirees and their Wofford's legislation and other 

spouses - there were 12 people i~ pro~sed revisions in the Employee
the round table - discussed th~ Retirement Income Security Act of 
problems they were having trying t9 . 1974.already have critics. 
maintain the benefits they werr One industry representative said 

. . Ipromised. . that since the retirees' plans were 
Most of them did not experience voluntary. employers would be less 

the elimination of benefits. Most likely to set them up if the govern­
said they had had to absorb premi­ ment made them difficult to operate 
um increases or other changes im· and fund. . 

. . ~ 


