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1E BARGAINING PROCESS AND OQUTCOMES

by the end of September and no new loan would be
issued by the bank.

At about this same time the company was no-
tified by its current insurance carrier that medical
insurance premium costs for the company’s em-
ployee coverage would be increasing by 40 per-

cent to a total of $28,000 per month. The
insurance carrier also requested an advance pay-
ment equivalent to two months’ premium ex-
pense to continue the coverage because the
company had been late in making premium
payments in the past. The company president
did not believe the company could afford to
make the higher insurance premium payments
and, therefore, found another insurance com-
pany that would provide medical insurance
coverage for employees at a cost of $22,000
per month. A meeting was requested by man-
agement officials with union representatives to
inform the union about the new medical insur-
ance plan.

The meeting occurred on October 8, at
which time management explained the new
medical insurance plan to union officials.
The only significant difference between the
old and new plans concerned the prescription
drug benefit. Under the old plan employees
were issued a prescription card that allowed
the employee to fill any prescription for a
cost of $4. The new plan would require each
employee to pay a deductible amount before
the insurance plan would cover any prescrip-
tion drug expenses. Covered prescription
drug expenses under the new plan would be
reimbursed to the employee at the rate of 80
percent of the employee’s actual cost. The
company estimated the new plan would save

the firm $26,000 annually in premium cost
compared to the current cost of the existing
medical insurance plan. Management further
asserted that the new insurance plan complied
with the parties’ contractual language to pro-
vide medical insurance coverage. At this same
meeting the company president also informed
union leaders that management would like to re-
duce current employee wage rates by 20 percent
to enable the firm to submit more cost-effective
bids to obtain new customer orders.
Union representatives asked several ques-
tions about the medical insurance plan described
by management officials, not all of which

managers could answer. Company officials provid-
ed the union with the name and address of the new
insurance carrier and suggested the union contact
the carrier directly for detailed information about
the plan. Union officials subsequently held a meet-
ing with bargaining unit members at which the
company’s proposals to cut wages 20 percent and
change insurance carriers was discussed. Employees
voted unanimously to reject both proposed
changes. Employees were particularly concerned
about the lack of a drug prescription card under
the new medical insurance plan. Union officials
reported the results of the employees’ vote to
management.

Upon learning of the employees’ negative vote,
the company president told union leaders that they
must not have explained the new medical plan to
employees in the right way. Management requested
that the union hold another meeting with employ-
ees at which management representatives could ex-
plain the new medical insurance plan to employees.
Union officials agreed to the meeting, provided
union officials were also present when managers
spoke to the employees.

On the date of the scheduled employee meeting,
the local union president was tied up on union business
and did not arrive at the meeting until 25 minutes after
it had begun. The local union president stated that
when he arrived management officials were already
in the process of explaining the new medical insurance
plan to the assembled employees and had passed out
enrollment cards for employees to fill out for the
new plan. The local union president advised employees
not to sign the enrollment cards because the union had
not agreed to the new medical insurance plan. The
company president replied that the change needed to
be made quickly, and he had already decided to
change carriers and adopt the new insurance plan.

Questions

1. In your opinion, was management’s request to
change the insurance carrier (plan) reasonable?
Explain your reasoning.

2. In your opinion, was it reasonable for employ-
ees to oppose the new insurance plan because
they perceived the prescription drug benefit
would shift substantial new cost to them
compared to the existing (old) plan? Explain
your reasoning.

3. Isit the union’s job to represent the views of the
majority of its members to management or try




