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19. AMENDMENTS TO COMMITTEE RULES 

The rules of the committee may be modi-
fied, amended or repealed by a majority of 
the members, at a meeting specifically 
called for such purpose, but only if written 
notice of the proposed change has been pro-
vided to each such member at least 3 days 
before the time of the meeting. 

f 

CLASS ACTION FAIRNESS ACT 
The SPEAKER pro tempore. Under 

the Speaker’s announced policy of Jan-
uary 4, 2005, the gentleman from Vir-
ginia (Mr. GOODLATTE) is recognized for 
60 minutes as the designee of the ma-
jority leader. 

Mr. GOODLATTE. Mr. Speaker, with 
the leave of the Speaker, we have the 
opportunity for the next hour to talk 
about major and historic legislation 
that will come before the Congress to-
morrow. 

The Senate has already passed legis-
lation reforming class action lawsuit 
abuses, and now the House of Rep-
resentatives will take it up and pass it 
and send it to the President of the 
United States. 

Why is this such a historic occasion? 
Because abuses in class actions have 
been going on for many years. In fact, 
this House has worked for over 6 years 
to reform this difficulty and get to the 
point where we are today. 

This legislation has passed the House 
of Representatives in each of the last 
three Congresses, but each time it was 
stymied in the United States Senate. 
The fact of the matter is that as the 
legislation progressed through the 
House, it got more and more votes, 
more and more bipartisan support, but 
never could get the threshold needed to 
pass in the other body. That has now 
changed. The Senate has passed legisla-
tion. It is a little different from what 
the House has passed in the past, but it 
holds the same core principle of re-
forming the abuses that are taking 
place today all across the country with 
class action lawsuits. 

Some of these abuses are absolutely 
startling. In a nationwide class action 
lawsuit filed in Alabama against the 
Bank of Boston over mortgage escrow 
accounts, the class members won the 
case, but actually lost money. Under 
the settlement agreement, the 700,000 
class members received small pay-
ments of just a couple of dollars or no 
money at all. About a year later they 
found out that anywhere from $90 to 
$140 had been deducted from their es-
crow accounts to pay their lawyers’ 
legal feels of $8.5 million. In other 
words, they had to pay more than they 
have received in settlement in order to 
satisfy multi-million dollar attorneys’ 
fees. 

When some of those class members 
sued their class action lawyers for mal-
practice, the lawyers countersued them 
for $25 million saying their former cli-
ents were trying to harass them. 

In another classic case, in the settle-
ment of a class action lawsuit in Madi-

son County, Illinois, against Thompson 
Consumer Electronics over alleged 
faulty television sets, consumers were 
eligible for rebates on future purchases 
ranging in value from $25 to $50 if you 
spent more than $100 on a Thompson 
Electronics product. So in other words, 
your settlements was a coupon to buy 
more of what was alleged to being de-
fective in the first place. 

How did the attorneys do? Well, the 
attorneys pocketed $22 million in at-
torneys’ fees. Some consumers report-
edly walked away from the settlement 
altogether because the form was so 
complicated and the attorneys’ fees 
were so high. 

Recently, President Bush had down 
at the Commerce Department a forum 
to discuss these abuses, and one of 
these plaintiffs in this Thompson Elec-
tronics case was there. And after ex-
plaining what she had been through 
and the frustration of having a tele-
vision set that did not work and being 
represented in a class action that did 
not work and winding up with a coupon 
to buy something she did not want to 
buy and seeing the attorneys get $22 
million in attorneys’ fees, she said, 
Where is the justice in that? 

The fact of the matter is there is no 
justice in our current class action sys-
tem and it is, in effect, a racket. 

How did we get to this point? Well, it 
has to do with a problem with our Fed-
eral laws. When our Founding Fathers 
wrote our Constitution, they very wise-
ly provided for a Federal judiciary, a 
judiciary that could hear cases from 
different people in different States so 
that if in the founding of our country 
and ever since people felt that they 
might not be treated as fairly in a for-
eign jurisdiction in a court across the 
country somewhere far from where 
they have lived, they could have the 
opportunity to remove it to the Fed-
eral courts where they would in theory 
get more impartial treatment. This has 
persisted for the entire history of our 
country. 

However, our Founding Fathers 
never heard of class action lawsuits. 
They are a 20th-century development 
and they are not without their merit. 
Class actions afford efficiencies to our 
courts because if people have an iden-
tical claim against one or more defend-
ants, they can be consolidated into a 
class and brought before the court in 
an efficient manner and sometimes 
these cases involve hundreds of thou-
sands or even millions of plaintiffs. 

This legislation does nothing to af-
fect the right of people to bring their 
class action lawsuits in State courts or 
Federal courts. But under the original 
establishment of our Federal courts, 
this diversity jurisdiction of the courts 
where you had parties from different 
States disputing each other, had to set 
a minimum amount before you could 
bring the case into courts; and over the 
years that number has risen to $75,000 
per plaintiff. 

So in other words, if a person who 
lives in my State of Virginia has an in-
jury in the State of Maryland across 
the Potomac River and they bring a 
lawsuit in the State court, if that case 
involves more than $75,000 in damages, 
the case can be removed to the Federal 
courts. However, when you apply that 
rule to class actions, it is the same. It 
is $75,000, but it is per plaintiff. So if 
you have a million plaintiffs in a case, 
you have to multiply by one million 
times $75,000 or show a $75 billion case 
in order to get into Federal court. That 
is wrong, that a $75,000 simple case that 
can easily be handled in the State 
courts would be entitled to the Federal 
courts and a $75 billion case or say a 
$70 billion case, less than the $75 billion 
threshold there, cannot get into the 
Federal courts. It is wrong. It should 
be corrected, and this legislation does 
it in a very simple fashion. 

Instead of $75,000 per plaintiff, it is $5 
million, but 5 million for the entire 
class, all the claims added together. 
And this will mean that no longer will 
you have what is called ‘‘forum shop-
ping’’ taking place where the plaintiffs’ 
attorneys can choose the jurisdiction 
they want to bring the case in and keep 
it there. 

Why is that significant? Because we 
have over 4,000 jurisdictions across the 
country, 4,000 different State jurisdic-
tions, sometimes simple county gov-
ernments, sometimes a collection of 
counties within a State, but 4,000 dif-
ferent places where you can bring a 
lawsuit. The plaintiffs attorneys, and 
there are only a small number of plain-
tiffs attorneys who handle these big 
class action lawsuits, the plaintiffs at-
torneys know which of those 4,000 juris-
dictions, maybe a dozen, maybe two 
dozen of them, are overwhelmingly bi-
ased and favorable to the plaintiffs in a 
class action. 

There was one State court county in 
Alabama a few years ago where more 
nationwide class action lawsuits were 
considered in that one county than the 
entire Federal judiciary of more than 
600 district court judges combined. 
That is an abuse. Today the same thing 
takes place in other jurisdictions 
around the country, and this legisla-
tion would correct that. More impor-
tantly, it would treat all the parties 
fairly because not only could the de-
fendants remove a case to Federal 
courts, but any or all of the plaintiffs 
in the case would also have the right to 
remove that case to Federal court 
under appropriate circumstances. The 
judge would have discretion, if the case 
looked like it really did principally in-
volve people in one State, it would be 
kept in that State. But if it clearly is 
a nationwide class action lawsuit, it 
can be moved to Federal court where it 
will get more even-handed treatment 
and a more standard application of the 
law then these select jurisdictions that 
are getting all the class action cases 
today. That is what the problem is. 
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In addition to changing the jurisdic-

tional requirements, there are also 
other things that will make it easier 
for plaintiffs to be treated fairly and 
defendants to be treated fairly as well. 
The Washington Post is one of more 
than 100 newspapers around the coun-
try that have endorsed this legislation. 
And they said it so wisely a few years 
ago. They have been supporting this for 
a long time. We do not often on our 
side of the aisle cite The Washington 
Post, but this gives you an idea of how 
serious this problem is and how wide-
spread the support for this problem is: 
‘‘The clients get token payments while 
the lawyers get enormous fees. This is 
not justice. It is an extortion racket 
that only Congress can fix.’’ 

I say to my fellow Members of Con-
gress, tomorrow we are going to do just 
that, and send a bill identical to the 
bill with the Senate to the President of 
the United States for signing into law 
to once and for all change this abusive 
extortion racket. 

At this time it is my pleasure to rec-
ognize some other Members who have 
come down to speak on this issue. The 
first one is a new Member of the Con-
gress who campaigned for election on 
legal reforms and who has identified 
this legislation as something that has 
great merit and we thank him for his 
early support, that is, the gentleman 
from the State of Kentucky (Mr. 
DAVIS). 

b 1545 
Mr. DAVIS of Kentucky. Mr. Speak-

er, I thank the gentleman for yielding. 
Mr. Speaker, I rise today in support 

of the Class Action Fairness Act, and I 
speak as a former small business owner 
who has watched industry damage, jobs 
lost and costs increased across the en-
tire spectrum of our economy here in 
the United States. 

This legislation will put an end to 
trial attorneys’ forum shopping to find 
a friendly court where settlement 
awards will line their pockets while 
hitting victims and consumers in their 
pocketbooks. For too long, we have 
watched State courts try to manage a 
crush of cases that have been increas-
ing year by year and that should have 
never entered the courtroom. These 
frivolous lawsuits frankly are mer-
chandising the process of justice, mak-
ing a profit for the few for the expense 
of freedom, liberty, and justice for the 
majority of people in this country. 

Overall, class-action filings in the 
United States have increased 1,000 per-
cent in the last 10 years, yet there has 
been no increase in capacity in our 
courtrooms, and the net result of that 
is to assure that our courts are slowed. 
There is a tremendous backlog of le-
gitimate cases that need to be heard, 
and we are doing our citizens a dis-
service, again while a few make a tre-
mendous amount of money, and the al-
leged victims in these cases collect 
nothing in damages of any substance. 

In some jurisdictions, class-action 
filings have increased 4,000 percent, vir-
tually bringing the legal system to a 
halt in those areas. Let me repeat that 
because it is such a significant number. 
Class-action filings in some jurisdic-
tions have increased 4,000 percent. Mr. 
Speaker, this has become a money 
game, indeed a monopoly; ironically, 
very similar to the game of Monopoly. 

If we look at the chart to my right, 
we can see how that game is played. 
Those who are profiteering in this busi-
ness come up with an idea for a law-
suit. The next thing they do is find a 
plaintiff to play that off and then fi-
nally make allegations. In fact, legiti-
mate rules of evidence need not apply 
here to simply get a forum to create 
press and public opinion. And finally, 
they are free from rule 23 to begin 
shopping these cases. 

I have seen it in a variety of indus-
tries. I have seen it hurt our veterans 
in many ways while lining the pockets 
of just a few plaintiff attorneys in just 
a few States, and at the end of the day, 
business is impeded, jobs are going to 
be lost, and are lost in a wide variety 
of sectors. 

Let us look at an example of a vari-
ety of these claims. Blockbuster, the 
video rental company, had a claim 
against it. $9.25 million were paid to 
the attorneys who were bringing forth 
that case. What was the benefit of it to 
the alleged victims in that case? Free 
movie coupons. This is an injustice. It 
is a misuse of our legal system, and 
frankly, I believe that that money was 
unethically acquired by those attor-
neys utilizing the judicial system in an 
inappropriate way. 

The Bank of Boston case, $8.5 million 
were paid to attorneys, and indeed, 
some of the plaintiffs at the end of the 
settlement had to pay legal fees to 
cover the damages. 

What happens to us? Our employers 
are hit. Our health insurance and li-
ability policies in small business go up. 
Ultimately, plaintiffs’ attorneys win 
and the consumer loses. Every Member 
of this body loses. The American cit-
izen loses. 

Unfortunately, the result of this 
class-action process, what it has be-
come is it makes many of these settle-
ments pass on to consumers consider-
able hikes in goods and services. It lim-
its our access to markets, and frankly, 
it limits our ability to compete in the 
global economy for us, right now. This 
is bad for us as consumers and in busi-
ness and for citizens. 

The Class Action Fairness Act offers 
solutions to judicial loopholes that are 
abused by a minority of trial attor-
neys. It does not impede the filing of 
any legitimate claim nor does it pro-
hibit legitimate claimants from seek-
ing redress from a company that has 
harmed them. Let me make it clear. 
We are not preventing anybody from 
having a right to redress for legitimate 

damages. We are simply preventing a 
scourge that is hurting our Nation and 
our economy now. 

The Class Action Fairness Act allows 
Federal courts to hear cases that in-
volve true interstate issues while pre-
serving the State courts for true local 
issues, which is as the founders built it 
into the Constitution. 

This is a good bill. Mr. Speaker, I am 
proud to support it. 

Mr. GOODLATTE. Mr. Speaker, I 
thank the gentleman. We are also 
joined by another leader for legal re-
forms, the gentleman from Florida 
(Mr. KELLER), who has been very sup-
portive of this class-action legislation 
for several years now, and we thank 
him for his leadership on the issue and 
I am pleased to yield to him. 

Mr. KELLER. Mr. Speaker, I thank 
the gentleman from Virginia for yield-
ing. Our colleagues in Congress owe the 
gentleman from Virginia (Mr. GOOD-
LATTE) a great debt of gratitude for 
successfully and persistently pursuing 
this legislation for a great number of 
years, and tomorrow he will finally put 
the ball in the end zone, and he is to be 
congratulated. 

Mr. Speaker, I rise today in strong 
support of this class-action reform leg-
islation. 

The bottom line is that class-action 
reform is badly needed. Currently, 
crafty lawyers are able to game the 
system by filing large, nationwide 
class-action suits in certain preferred 
State courts like Madison County, Illi-
nois, where judges are quick to certify 
class actions and quick to approve set-
tlements which reward attorneys with 
millions of dollars but give their cli-
ents worthless coupons. 

Speaking of Madison County, let us 
look at this chart here, and as we can 
see, Madison County, Illinois, which by 
the way has been called the number 
one judicial hellhole in the United 
States, there were 77 class-action law-
suits filed in 2002 and 106 class-action 
lawsuits filed in 2003. Now, the movie 
‘‘Bridges of Madison County’’ was a 
love story. The ‘‘Judges of Madison 
County’’ would be a horror flick. 

Unfortunately, all too often it is the 
lawyers who drive these cases and not 
the individuals who are allegedly in-
jured. For example, in a suit against 
Blockbuster for late fees, the attorneys 
received $9.25 million for themselves 
while their clients got a coupon for a $1 
discount on their next video rental. 

Similarly, in a lawsuit against the 
company who makes Cheerios, the at-
torneys received $2 million for them-
selves, while the plaintiffs received a 
coupon for a free box of Cheerios. 

In a nutshell, these out of control 
class-action lawsuits are killing jobs, 
hurting small business people who can-
not afford to defend themselves and 
hurting consumers who have to pay a 
larger amount for goods and services. 

This legislation provides much-need-
ed reform in two key areas. First, it 
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eliminates much of the forum shopping 
by requiring that most of these nation-
wide class-action claims be filed in 
Federal court. 

Second, it cracks down on these cou-
pon-based, class-action settlements by 
requiring that attorney-fee awards be 
based either on the value of the cou-
pons actually redeemed or by the hours 
actually billed by the attorney in pros-
ecuting the case. 

Mr. Speaker, this legislation should 
comfortably pass the U.S. House of 
Representatives tomorrow. Last week, 
this exact bill received 72 votes, broad 
bipartisan support, in the U.S. Senate, 
and last year we passed a very similar 
class-action reform bill in the U.S. 
House with 253 votes. 

I urge my colleagues to vote yes on 
this class-action reform legislation. It 
is about justice. It is about common 
sense and it is about time. 

Mr. GOODLATTE. Mr. Speaker, I 
thank the gentleman. 

One of the issues that the critics of 
this legislation argue is that it would 
undermine federalism principles by re-
moving to Federal courts cases that 
should be decided by the State courts. 
Well, that is exactly the opposite of 
what is going on here. These critics are 
wrong. 

The Class Action Fairness Act re-
stores, rather than undermines, fed-
eralism principles. Why is that? Be-
cause, as I noted earlier, the fact of the 
matter is that these cases involve 
plaintiffs from often all 50 jurisdic-
tions, and when the case is brought in 
one State court, in one county in that 
State, and that judge then makes a de-
cision, that judge is deciding the law, 
not just for the State of Illinois, if you 
happen to be in Madison County, but 
he or she is deciding that case for all 50 
States, and that is something that our 
Constitution intends be available to 
people to have decided not in one par-
ticular State court jurisdiction but in 
our Federal courts. That is one of the 
principal reasons why our Federal 
courts were established, and it is in 
those courts that these types of cases 
should be heard, but under the current 
rules they cannot be. 

So what happens in Madison County, 
Illinois, as this chart shows, affects the 
whole country. The overwhelming ma-
jority of class actions filed in Madison 
County are nationwide lawsuits in 
which 99 percent of the class members 
live outside of the county. As a result, 
decisions reached in Madison County’s 
courts affect consumers all over the 
country, and the county’s elected 
judges effectively set national policies 
on important commercial issues. 

So, in terms of restoring States 
rights, that is exactly what this legis-
lation does. It makes sure that the 
rights of all 50 States are protected in 
the judicial proceedings related to 
class-action lawsuits and that one 
State does not have the opportunity to 

establish policy that directly affects 
other States. 

Let me give my colleagues another 
example of that. Several years ago, 
State Farm Insurance Company was 
sued because they were requiring their 
adjusters in automobile cases to cal-
culate the adjustments using what are 
called after-market parts. After-mar-
ket parts are not used parts. They are 
new parts, but made by companies 
other than the original manufacturer 
of the automobile. There is nothing 
wrong with the quality of the parts, 
but they are often less expensive be-
cause they are manufactured in a com-
petitive environment where anybody 
can make these parts. Therefore, the 
price is generally lower. And the rea-
son why State Farm was doing that 
was in part because it is good policy to 
save money for your insureds and keep 
your insureds premiums low, but also 
because many of the insurance com-
missioners of the 50 States also encour-
aged or, as in the case of Massachu-
setts, even required the use of after- 
market parts wherever possible. 

Well, this suit was brought, alleging 
that that was wrong, and State Farm 
was put in a position of being in a 
court in Illinois in which they were 
going to have the decisions of the 50 
State insurance commissioners, none 
of whom had any problem with this 
policy, overturned by one court judge 
who was not even experienced in terms 
of handling insurance policies like the 
insurance commissioners are that do it 
day in and day out every day, but one 
judge could overturn the policies of the 
other 50 States. So that, indeed, is a 
reason for concern. 

What happened? State Farm decided 
to go to court, to go to trial in that 
case and they lost. That jury and that 
judge found a $1.3 billion liability for 
something that 50 State insurance 
commissioners said was a perfectly le-
gitimate thing to do, that was actually 
saving consumers money, but now, be-
cause they could not remove the case 
to Federal court, they got stuck with a 
$1.3 billion judgment. 

Can my colleagues imagine the effect 
that has on the company’s ability to 
borrow money on the value of the 
stock of the shareholders of a com-
pany? It has a devastating impact. 
That case is still under appeal. 

Other companies see that and they 
know that when they get into these 
particular hand-picked jurisdictions 
where the judges and juries are known 
to be biased in favor of the plaintiff, in 
virtually every instance they know 
that when you get brought into those 
courts and you cannot remove the case 
to Federal court, where they will get 
fairer treatment, they better settle up. 
That is why we get some of these abu-
sive cases like this one I want to bring 
to my colleagues’ attention. 

b 1600 
This one involved Chase Manhattan 

Bank. Chase Manhattan Bank was 

sued, and they settled the case rather 
than go to court and risk that. Well, 
what do you suppose the plaintiffs got 
in that settlement? This is an actual 
copy of one of those settlements. Thir-
ty cents. That is what each plaintiff 
got in the case. What did the plaintiffs’ 
attorneys get? They got $4 million in 
attorneys’ fees. But the people they 
represented got 33 cents each. 

There was a catch, though. That was 
back when postage cost 34 cents and 
you had to use a 34 cent postage stamp 
to mail in your acceptance of the 33 
cent settlement, for a net loss of one 
cent. How ridiculous can you get. 

It has an impact on other insurance 
companies, too. A few years ago, I 
found I had been made a plaintiff in a 
case brought in Santa Fe, New Mexico, 
against Massachusetts Mutual Life In-
surance Company. What was it alleged 
Massachusetts Mutual had done wrong? 
Well, when you get your premium, 
your bill, from Massachusetts Mutual, 
you can pay it on a monthly, quarterly, 
or annual basis. If you pay it on a 
monthly basis, you pay a little more 
than on a quarterly basis, and that is a 
little bit more than on an annual basis. 
Why? Because if you pay on an annual 
basis, it costs them a lot less money to 
send out one bill than to send out 12 
bills a year, and they have the oppor-
tunity to get that money sooner in-
vested. So it is a little less expensive to 
them, and they pass that savings along 
to the consumer. 

The plaintiff in this case and their 
attorney said they should have to spell 
out exactly what the difference in sav-
ings is rather than simply look at the 
bill and see that these payments are 12 
times what there is and that that is a 
little more. They said they had to 
make a disclosure under laws that are 
not even supposed to apply to insur-
ance companies. 

Well, they went ahead and settled 
that case. Why? I asked them. They 
said because they did not want to get 
in the same situation that State Farm 
Insurance Company found itself in with 
a $1.3 million lawsuit. What was the 
agreed-upon settlement they sent to 
the judge in that Santa Fe, New Mex-
ico, court? Well, it provided for $13 mil-
lion in attorneys’ fees, $5 million up 
front, $5 million over a period of time, 
and a nice $3 million universal life in-
surance policy for the plaintiffs’ attor-
neys. Is that not nice? 

Now, what did the plaintiffs get? The 
plaintiffs, all the plaintiffs got a prom-
ise that Massachusetts Mutual would 
not do this again. Now there is a new 
settlement proposed because that one 
actually was withdrawn when they re-
alized how embarrassing it was for the 
plaintiffs’ attorneys to get $13 million 
in fees and the plaintiffs would simply 
get a promise for nothing. Now they 
have changed it so the plaintiffs might 
get as much as $50 off on their policy. 
The plaintiffs’ attorneys would still get 
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the massive 8-digit settlement amount 
in the multimillions of dollars. 

That is wrong. And it is just one 
more clear example of evidence why 
this is an extortion racket. Here are 
some more of what we call the class ac-
tion wheel of fortune. 

If you are a company, or if you work 
for a company that gets caught up in 
the class action wheel of fortune, 
watch out, because it can affect your 
job, it can affect the success of your 
company and get you tied up in these 
multimillion dollar cases where there 
really is little or no damage; or, even if 
there is, like there was in the Thomp-
son Electronics case, where the tele-
vision sets were not working, the at-
torneys got $22 million and the plain-
tiffs got a coupon, a $50 coupon or a $25 
coupon to buy more of the same thing 
they were not happy about in the first 
place. 

Now, let us look at the class action 
wheel of fortune. Kay Bee Toys. The 
lawyers spin the wheel and get $1 mil-
lion. The consumers get 30 percent off 
on selected products for 1 week. One 
week to go to the store and use your 
coupon to buy certain selected prod-
ucts. Maybe if you are unhappy with 
Kay Bee Toys in the first place you do 
not want to go back to settle with 
them. But that is okay, that is what 
you get, and the lawyers get a million. 

Poland Spring Water, $1.35 million 
for the lawyers, and the consumers got 
a coupon for more water. 

Ameritech, $16 million for the law-
yers. The consumers? A $5 phone card. 

Premier Cruise Lines, the lawyers 
got $887,000. The consumers, $30 to $40 
cruise coupons. If you were not happy 
with your cruise and were part of this 
lawsuit, the lawyers got almost $1 mil-
lion and you got a $30 to $40 coupon for 
future use on a cruise. 

How about computer monitor litiga-
tion involving several companies. The 
lawyers got $6 million and the con-
sumers got a $13 rebate on future prod-
uct purchases. 

Register.com, the lawyers got 
$642,500 and the consumers $5 coupons. 

This kind of abuse is what this legis-
lation is designed to correct. It is time 
to end the class action wheel of fortune 
and benefit all consumers in America 
who do not seek companies treated in 
this fashion and lawyers lining their 
pockets with excessive attorneys’ fees 
because they have an extortion situa-
tion or the defendant in the case knows 
that if they do not pay those big attor-
neys’ fees and get away with giving a 
coupon or something to the plaintiffs 
themselves, they could go to court and 
wind up with a much larger judgment 
because they are in an unfair, hostile 
court, just like State Farm found itself 
in. 

We are going to change that so that 
people, when they see this situation, 
both the plaintiffs who find themselves 
made a party to a case and the defend-

ants, can remove that case to Federal 
court. They will still have a right to 
bring the class action, but it will be ex-
amined and dealt with under more 
standard rules and in a fairer and more 
impartial judiciary. 

We have more examples. This is the 
apple juice example. As this chart 
shows, in the settlement of a class ac-
tion lawsuit alleging that Coca Cola 
improperly added sweeteners to apple 
juice, it was the lawyers who got a 
sweet deal: $1.5 million in fees and 
costs. Unfortunately, class members 
came up empty again, receiving 50-cent 
coupons but no cash. 

Crayola Crayons. Another favorite 
American brand. In the settlement of a 
class action lawsuit over alleged im-
proper manufacturing of Crayola Cray-
ons, consumers received 75-cent cou-
pons to buy more of the crayons, while 
their lawyers pocketed $600,000 in at-
torneys’ fees. 

Then we have the famous golf ball 
case. In the settlement of a class ac-
tion lawsuit over the terms of a pro-
motion for Pinnacle golf balls, the 
manufacturer paid $100,000 in attor-
neys’ fees and no cash to class mem-
bers, who received three free golf balls. 

Well, thankfully, people are begin-
ning to recognize this abuse. News-
papers all across the country, news-
papers whose editorial boards reflect 
widely different ideological viewpoints 
on many issues have found common 
ground on the need to adopt the Class 
Action Fairness Act. More than 100 edi-
torials so far support the legislation. 

I earlier cited The Washington Post. 
They also had this to say about it: ‘‘No 
area of U.S. civil justice cries out more 
urgently for reform than the high- 
stakes extortion racket of class ac-
tions, in which truly crazy rules permit 
trial lawyers to cash in at the expense 
of businesses. Passing this bill would 
be an important start to rationalizing 
a system that is out of control.’’ 

The Chicago Tribune said that the 
Class Action Fairness Act would ‘‘sub-
stantially end the practice of forum 
shopping, stop seeking a home in State 
courts that are deemed most likely to 
produce juicy settlements. This would 
go a long way to halt the worst class 
action abuses. It should be the law.’’ 
And very soon after tomorrow, it will 
be the law. 

News Day, a Long Island newspaper, 
said: ‘‘In a deal that should cement 
class action lawsuit reform, three 
Democratic Senators have now sig-
naled support for a bill. The tweaks 
they won made a good bill better. Class 
action lawsuits are ripe for reform. The 
Senate bill would curtail abuses by 
moving the largest nationwide class ac-
tions into Federal courts and tough-
ening judicial scrutiny of settlements. 
The changes Democrats won will help 
ensure that largely local cases remain 
in State courts. Congress should enact 
this needed reform.’’ 

The Orlando Sentinel said: ‘‘The Sen-
ate’s proposal is worthy of becoming 
law.’’ 

The Providence Journal, from Rhode 
Island: ‘‘The Senate should pass a long 
overdue reform to curb abuses in class 
action lawsuits. Class action suits in-
volving interstate commerce, which is 
implied by having plaintiffs in more 
than one State, clearly belong in Fed-
eral court. The consumers should no 
longer have to bear the onerous costs 
of the practice of venue shopping.’’ 

Spokesman Review, from Washington 
State: ‘‘The Class Action Fairness Act 
would restore common sense to a valid 
and needed legal procedure.’’ 

The Hartford Courant: ‘‘After 5 years 
of trying, Congress appears ready to 
curtail the worst abuses. Legislators 
have debated the issue long enough. 
There is no good reason to wait an-
other year to adopt this important re-
form.’’ 

They said that last August. They had 
to wait another year. Let us hope they 
do not have to wait any longer than to-
morrow when we will have a big bipar-
tisan vote in support of this reform. 

Earlier, I think one of my colleagues 
mentioned the Blockbuster case. That 
is the deal where in the settlement of a 
class action lawsuit filed in Texas 
against Blockbuster Video over late 
fees, currently on appeal to the Texas 
Supreme Court, the plaintiffs’ lawyers 
will receive $9.25 million in fees and ex-
penses and the class members will re-
ceive two coupons for movie rentals 
and a $1-off coupon. 

While the lawyers made enough 
money to produce their own movie, 
Blockbuster customers could not even 
use their coupons to buy a bag of pop-
corn, because their coupons only cov-
ered nonfood items. The settlement al-
lows Blockbuster to continue its prac-
tice of charging customers for a new 
rental period when they return a tape 
late. Blockbuster later changed that 
policy, but they should not be put in a 
position of being in a hostile court 
where attorneys get a $9.25 million set-
tlement, and all they do is antagonize 
their consumers by giving them cou-
pons. 

In State court class actions, the law-
yers take the money. The Bank of Bos-
ton case. The lawyers, $8.5 million. The 
plaintiffs actually lost money. The 
Blockbuster case. The lawyers, $9.25 
million. The plaintiffs, $1 off the next 
movie. The Coca Cola case. The law-
yers, $1.5 million and the plaintiffs, 50- 
cent coupons. 

And how about Cheerios? A honey of 
a deal if you are an attorney. As part of 
a settlement of a class action lawsuit 
in Cook County, Illinois, against the 
manufacturer of Cheerios, the company 
put coupons for a free box of cereal in 
the newspapers, but it was the plain-
tiffs’ lawyers who got the prize at the 
bottom of the cereal box. They milked 
the company for $2 million in fees, an 
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estimated $1,200 per hour for their legal 
services. For these class action attor-
neys, Cheerios truly proved to be a 
‘‘honey of an O.’’ 

In the case involving a lawsuit filed 
in California, more than 50 well-known 
computer manufacturers and distribu-
tors were accused of misrepresenting 
the screen size of their computer mon-
itors. The nationwide class of an esti-
mated 40 million consumers received 
an offer of a $13 rebate on new com-
puters. That is great. You have a com-
puter screen that probably does not 
bother most people that the size of the 
computer screen was a little different 
than was represented to them, but if 
they want to go out and buy a whole 
new computer, get a new screen, the 
size they might want, they get a $13 re-
bate. How do you suppose the attorneys 
did? Well, they got $6 million in legal 
fees. 

In a recent class action lawsuit in 
Cane County, Illinois, against Poland 
Spring, the class members claimed 
that the company’s bottled water was 
not pure and was not from a spring. 
Under the settlement, the consumers 
received coupons for a discount. On 
what? More Poland Spring water. Po-
land Spring admitted no wrongdoing, 
and it is not changing anything about 
the way it bottles or markets its 
waters. So what was that worth to all 
those plaintiffs, who were represented 
by the attorneys in that case, who got 
the opportunity to get a coupon for 
more water? Well, those lawyers who 
did that good work, they got $1.3 mil-
lion in attorneys’ fees. 

How about this one, where the law-
yers sail away with fees and the con-
sumers get coupons. In a class action 
lawsuit filed in Florida against Pre-
mier Cruise Lines, consumers allege 
they were charged for port charges 
higher than Premier actually paid. 
Under the settlement, the class mem-
bers received coupons for a $30 to $40 
discount on another cruise line, be-
cause Premier had since gone out of 
business. 

Imagine that. A many-thousands-of- 
dollars cruise, and you can get a $30 or 
$40 discount if you use this coupon. 
What do you suppose the lawyers got? 
They got nearly $900,000 in attorneys’ 
fees. While the lawyers made off with 
all the money, another cruise line 
gained a promotional opportunity. 

The lawyers receive $1 million and 
sell out their class in the Cook County, 
Illinois, case against Kay Bee Toys 
over alleged deceptive pricing prac-
tices. The toy company paid attorneys 
and fees costing $1 million, but no cash 
to the class members. As part of the 
settlement, the store held a 1-week, 
unadvertised 30-percent-off sale on se-
lected products. 

My colleagues, this is indeed an 
abuse. 

In addition, we want to mention 
something that helps these consumers 

in these cases. These coupon settle-
ments will get much closer scrutiny 
after this law takes effect. 

b 1615 

The bill provides a number of new 
protections for plaintiff class members, 
what you might call a consumer bill of 
rights, including greater judicial scru-
tiny for settlements that provide class 
members only coupons as relief for 
their injuries. The bill also bars the ap-
proval of settlements in which class 
members suffer a net loss. In addition, 
the bill includes provisions that pro-
tect consumers from being disadvan-
taged by living far away from the 
courthouse. 

These additional consumer protec-
tions will ensure that class-action law-
suits benefit the consumers they are 
intended to compensate. This legisla-
tion does not limit the ability of any-
one to file a class-action lawsuit. It 
does not change anyone’s right to re-
covery. It simply closes the loophole 
allowing Federal courts to hear big 
lawsuits involving truly interstate 
cases, while ensuring that purely local 
controversies remain in State courts. 

This is exactly what the framers of 
the Constitution had in mind when 
they established Federal diversity ju-
risdiction. It has taken us more than 
200 years but it is now time to make 
clear that these devices that the fram-
ers of the Constitution did not know 
about, but, certainly if they did, would 
be very concerned about, now would be 
entitled to be heard in the court best 
suited to decide these complicated, 
multistate, multiplaintiff, sometimes 
millions of plaintiff cases, sometimes 
many defendants in the case. 

Mr. Speaker, there are more abuses 
of class-action lawsuits. I think we 
have covered a great many of them. I 
think we have made plain that this is 
a situation deserving of repair by the 
Congress. In fact, I have been working 
on this legislation for over 6 years and 
it is long overdue. These abuses keep 
piling up. Each time we bring the legis-
lation up, we have more and more of 
these examples. 

It is long overdue that we finally 
have the opportunity to correct this 
problem. It is one that has a very sim-
ple correction. End the abusive forum 
shopping by a handful of lawyers who 
specialize in these cases and know the 
handful of jurisdictions where they are 
going to get this kind of spectacular 
treatment on one side and unfair treat-
ment on the other side, and let us go to 
what our judicial system is supposed to 
be all about; and that is fair treatment, 
equal application of the laws and 
standards that are imposed to make 
sure that these kinds of abusive cases 
are heard in fair courts, so that busi-
nesses do not feel like they are forced 
to deal with a situation where they 
have to settle the case because they 
know they are in a jurisdiction that is 

going to be unfair to them and do not 
want to wind up in the same situation 
that State Farm Insurance Company 
found itself in several years ago, and is 
still in, because of the slow time it 
takes to handle an appeal through the 
courts. 

In recent years State courts have 
been flooded with class actions. As a 
result of the adoption of different 
class-action certification standards in 
the various States, the same class 
might be certifiable in one State and 
not another, or certifiable in State 
court but not in Federal court. This 
creates the potential for abuse of the 
class-action device, particularly when 
the case involves parties from multiple 
States or requires the application of 
the laws of many States. 

For example, some State courts rou-
tinely certify classes before the defend-
ant is even served with a complaint 
and given a chance to defend itself. 
Other State courts employ very lax 
class-action treatment certification 
criteria, rendering virtually any con-
troversy subject to class-action treat-
ment. 

There are instances where a State 
court in order to certify a class has de-
termined that the law of that State ap-
plies to all claims, including those of 
purported class members who live in 
other States. This has the effect of 
making the law of that State applica-
ble nationwide. Where is the State’s 
rights in that? Where are the principles 
of federalism in that, where one State 
court judge can tell the other 49 States 
what the law should be in their States? 
That is not what is intended and that 
is why our Founding Fathers intended 
to have Federal courts handle cases 
just like these. 

The existence of State courts that 
broadly apply class certification rules 
encourages plaintiffs to forum shop for 
the court that is most likely to certify 
a purported class. Believe me, they do 
just that. Because most State courts 
are going to do a good job handling 
class actions, but because the system is 
designed the way it is, those attorneys 
will bring those cases to just a handful, 
a dozen or two dozen jurisdictions 
around the country, and that is what 
creates the unfairness and that is why 
the Federal courts need to be available 
as a forum to decide these cases if any 
of the parties choose to seek to remove 
the case to those courts. 

In addition to forum shopping, par-
ties frequently exploit major loopholes 
in Federal jurisdiction statutes to 
block the removal of class actions that 
belong in Federal court. For example, 
plaintiffs’ counsel may name parties 
that are not really relevant to the 
class claims in an effort to destroy di-
versity. How fair is that? Somebody 
gets sued and added to a lawsuit not 
because they have done anything 
wrong, but because by adding them 
into the case they can prevent the case 
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from being removed to Federal court. 
That abuse is also corrected. 

In other cases, counsel may waive 
Federal law claims. In other words, not 
fully represent their clients, the plain-
tiffs, in some of the measures that may 
be available to them under Federal 
laws, simply ignore those rights, ignore 
those laws, and bring the case in State 
court so that it cannot be removed to 
the Federal court. It will remain in the 
State court. 

Another problem created by the abil-
ity of State courts to certify class ac-
tions which adjudicate the rights of 
citizens of many States is that often-
times more than one case involving the 
same class is certified at the same 
time; in other words, in two different 
States or in two different counties of 
the same State. Under the Federal 
rules, that problem is solved. 

In the Federal court system, those 
cases involving common questions of 
fact may be transferred to one district 
for coordinated or consolidated pretrial 
proceedings. When these class actions 
are pending in State courts, however, 
there is no corresponding mechanism 
for consolidating the competing suits. 
It is inefficient, it is wasteful, and it 
results in unfair and differing results 
when you have two different State 
courts deciding the same thing for the 
same nationwide group of plaintiffs. 
There is no corresponding mechanism 
for consolidating the competing suits 
in State courts. Instead, a settlement 
or judgment in any of the cases makes 
the other class actions moot. This cre-
ates an incentive for each class counsel 
to obtain a quick settlement of the 
case, to be the first one to settle, and 
an opportunity for the defendant to 
play the various class counsels against 
each other and drive the settlement 
value down. 

The loser in this system is always 
the class members, the plaintiffs, the 
people who are getting these coupons 
and so on, while they watch their at-
torneys get multimillion-dollar settle-
ments. The loser in the system is the 
class member whose claim is extin-
guished by the settlement at the ex-
pense of counsel seeking to be the one 
entitled to recovery of fees. 

This bill is designed to prevent these 
abuses by allowing large interstate 
class-action cases to be heard in Fed-
eral court. It would expand the statu-
tory diversity jurisdiction of the Fed-
eral courts to allow class-action cases 
to be brought in or removed to Federal 
court. 

Mr. Speaker, I yield to the gentleman 
from Georgia (Mr. GINGREY), another 
Member of the House who has been a 
major contributor to our effort to re-
form class-action lawsuit abuse, some-
one who has championed legal reform 
and has done an outstanding job rep-
resenting his constituents. 

Mr. GINGREY. I thank the gen-
tleman from Virginia (Mr. GOODLATTE) 

for allowing me to participate in this 
hour to discuss something of such tre-
mendous import to the people of this 
country and to the small business men 
and women who are suffering so much 
because of class action and lawsuit 
abuse. 

The President was so clear in his re-
cent State of the Union Address in 
talking about the need to reform the 
civil justice system. He talked about it 
being kind of a three-legged stool. And 
class action is an extremely important 
part of that reform; asbestos litigation 
and how we deal with a trust fund for 
people that have been possibly exposed 
to, and more serious, if they actually 
have health problems related to asbes-
tos. We need to make sure that that is 
done in a fair way so that those who 
are truly hurt are the ones that benefit 
from any awards that are given or, in 
the case of asbestos, from a trust fund 
that is set up. 

Class-action reform is something 
that we have been trying to do in this 
Congress for a long time. Our friends 
on the other side of the aisle like to 
say that this is a bill that has not been 
marked up, that we just bring this be-
fore the House and it does not go 
through the committee and it does not 
go through the hearings and the mark-
up of that sort of thing. 

Senate bill 5, which we are dealing 
with now, which we will have an oppor-
tunity to debate tomorrow and pass in 
this Chamber, is almost the exact same 
bill, I think it is H.R. 1115, that passed 
this body in the 108th Congress and 
passed with really strong bipartisan 
support. 

So these arguments from the other 
side suggesting that we are rushing 
something through, nothing could be 
further from the truth. In fact, in the 
Rules Committee, of which I am a 
member, we agreed to make in order a 
rule, an amendment in the nature of a 
substitute from our friends on the 
other side of the aisle. In that amend-
ment essentially is every amendment, 
maybe except for one, but almost every 
amendment that was offered to this 
bill, Senate bill 5, in the other body 
that was thoroughly discussed and de-
bated and defeated in a bipartisan fash-
ion. 

We are going to give those on the 
other side of the aisle an opportunity 
for one more bite at the apple tomor-
row in the abundance of fairness, to 
give them an opportunity to argue 
those points once again. I think that it 
is time. Over 10 years we have been 
working on this bill, long before I got 
to the Congress. 

Let me just, if I might, go through a 
little bit of chronology in regard to 
this bill. The 105th Congress, that is 
four Congresses ago, 8 years ago, al-
most 10 years ago, the Senate had a 
bill, 2083, Class Action Fairness Act. 
The Senate hearing held, reported by 
the Senate subcommittee. H.R. 3789, 

Class Action Jurisdiction Act of 1998, 
committee hearing, markup held, re-
ported from the House Judiciary Com-
mittee, 17–12. 

106th Congress, H.R. 1875, Interstate 
Class Action Jurisdiction Act of 1999. 
Committee hearing, markup held. 
Passed the floor of this body 222–207. 

107th Congress, H.R. 2341, Class Ac-
tion Fairness Act, committee hearing, 
markup held, passed floor 233–190. And 
on and on and on. So those who would 
suggest, Mr. Speaker, that this has not 
had a fair hearing, nothing could be 
further from the truth. 

I want to ask my colleagues to look 
at this slide here to my left and the 
title of the slide, ‘‘Who Wins?’’ This is 
pretty clear. This would be a typical 
class-action abuse case. Maybe it was 
in Madison County, Illinois, where so 
many of these cases are filed in State 
court. I do not know if this particular 
one was there but we know lots of 
cases have been filed there in Madison 
County. Class members. Coupons for 
crayons, a video rental, apple juice, 
popcorn, golf balls. And what do the 
plaintiffs’ attorneys get? $11.45 million. 
That is the problem. 

Let me just give you an example of 
another case, this one from Texas, Jef-
ferson County State Court. Shields et 
al. v. Bridgestone. The suit involves 
customers who had Firestone tires that 
were among those that the National 
Highway Traffic Safety Administration 
investigated or recalled, but who did 
not suffer any personal injury or prop-
erty damage. After a Federal appeals 
court rejected class certification, the 
plaintiffs’ counsel and Firestone nego-
tiated a settlement which has now been 
approved by the Texas State court. 
Under the settlement, the company has 
agreed to redesign certain tires, in 
fact, a move that already was under-
way irrespective of this lawsuit, and 
also to develop a 3-year consumer edu-
cation and awareness campaign. But 
the members of the class received 
nada. Nothing. The lawyers? They got 
$19 million. 

This, Mr. Speaker, is why I am here 
and grateful to the chairman for let-
ting me participate in this Special 
Order to make sure that we all under-
stand that when people are injured, 
when people need a redress of their 
grievances, they do not need to be get-
ting coupons that are worthless unless 
they take the trouble of redeeming 
them, and then they are worth very lit-
tle and all the money goes to plaintiffs’ 
attorneys. This is just about leveling 
the playing field. 

b 1630 

We will be talking about the other 
two legs of the stool. I mentioned as-
bestos and, of course, civil justice re-
form in regard to medical liability, the 
Health Act of 2003, so-called tort re-
form. That is the other leg of the stool 
that we need to address, because the 

VerDate Sep 11 2014 13:26 Jan 13, 2017 Jkt 000000 PO 00000 Frm 00061 Fmt 0688 Sfmt 0634 E:\FDSYS\2005BOUNDRECORD\BOOK2\NO_SSN\BR16FE05.DAT BR16FE05ej
oy

ne
r 

on
 D

S
K

30
M

W
08

2P
R

O
D

 w
ith

 C
O

N
G

-R
E

C
-O

N
LI

N
E



CONGRESSIONAL RECORD—HOUSE 2437 February 16, 2005 
unintended consequences of not doing 
anything is if you put small business-
men and -women totally out of busi-
ness because of the cost of defending 
these frivolous cases in the health care 
field, people do not have access to 
health care in a timely fashion. 

Then doctors who practice in a high- 
risk specialty, such as emergency room 
care or obstetrics or neurosurgery, 
hang up their stethoscopes and white 
coats and pick up a fishing rod or a set 
of golf clubs at the prime of their ca-
reer. 

So that is why we are here. There is 
why this is so important. I thank the 
gentleman for yielding. 

Mr. GOODLATTE. I thank the gen-
tleman for his support of this legisla-
tion and his very cogent reasoning 
about why it is needed. 

I have one last chart I want to show 
before we close, and that is this poll 
taken in USA Today about the opin-
ions of the public on class action law-
suits. 

As I said at the outset, this bill does 
not take away the right of anybody to 
bring a class action lawsuit, and class 
action lawsuits have their place in our 
legal system. 

But the American public knows what 
is going on. When they were asked who 
benefits most from class action law-
suits? Lawyers for the plaintiffs, by far 
the number one answer. Forty-seven 
percent. 

The second answer, lawyers for the 
companies. They get paid too, 20 per-
cent. The companies being sued 7 per-
cent. Remember they get to give out 
those products promoting their prod-
ucts. They get out of what could be a 
worse situation. And the buyers of the 
products, 5 percent. And the plaintiffs 9 
percent. 

The overwhelming majority of the 
public, more than 70 percent, know 
that class action lawsuits are not serv-
ing the people that they are supposed 
to serve. The lawyers get the cash, the 
plaintiffs get the coupons, the con-
sumers pay higher prices for goods and 
services, and it is an abuse. 

Tomorrow we have the opportunity 
to correct it once and for all, to pass a 
bill that will be identical to the bill 
passed by the Senate and send it to the 
President of the United States for his 
signature. He has been a champion on 
this issue. He has indicated his willing-
ness to sign that legislation. 

I urge my colleagues to get the job 
done, to pass this legislation and re-
form the abuses in our class action 
lawsuit industry that have taken place, 
and let us return it to class action jus-
tice for plaintiffs who deserve it. 

f 

APPOINTMENT AS MEMBER TO 
COMMISSION ON CIVIL RIGHTS 

The SPEAKER pro tempore (Mr. 
JINDAL). Pursuant to section 2 of the 
Civil Rights Commission Amendments 

Act of 1994 (42 U.S.C. 1975 Note), the 
order of the House of January 4, 2005, 
and upon the recommendation of the 
minority leader, the Chair announces 
the Speaker’s appointment of the fol-
lowing member on the part of the 
House to the Commission on Civil 
Rights to fill the remainder of the term 
expiring on May 3, 2005: 

Mr. Michael Yaki, San Francisco, 
California. 

f 

ORDER OF BUSINESS 
Ms. KAPTUR. Mr. Speaker, I ask 

unanimous consent to reclaim my 5 
minutes. 

The SPEAKER pro tempore. Is there 
objection to the request of the gentle-
woman from Ohio? 

There was no objection. 
f 

LET US KEEP SECURITY IN 
SOCIAL SECURITY 

The SPEAKER pro tempore. Under a 
previous order of the House, the gentle-
woman from Ohio (Ms. KAPTUR) is rec-
ognized for 5 minutes. 

Ms. KAPTUR. Mr. Speaker, Social 
Security, our Nation’s largest retire-
ment insurance program, is supposed 
to be one leg of a three-legged stool of 
retirement security for all Americans. 

The other two legs are private sav-
ings, private savings like certificates 
of deposit, for example, and private 
pensions like IRAs and 401(k)s, or de-
fined benefit and contribution plans. 
However, in an age when personal sav-
ings are virtually nonexistent, and 
company pensions are being scaled 
back or often stripped away, Social Se-
curity has become the basic retirement 
insurance plan for most Americans, 
and surely for women. 

That is one reason why we have to 
protect it from those who would harm 
it. Unfortunately, President Bush 
wants to dismantle the one guaranteed 
element of retirement income that 
Americans have, by privatizing Social 
Security, by making retirement secu-
rity a gamble. 

In fact, he is borrowing down the So-
cial Security trust fund to mask huge 
shortfalls in other places in his budget. 
So he is creating the real problem in 
the Social Security trust fund, because 
it will not be able to meet future obli-
gations. 

I ask, how can the President defend 
his plan in the face of the statistics re-
garding the diminishment of personal 
savings by most Americans and numer-
ous recent news reports regarding the 
collapse of pension plans? 

Over the past three and a half dec-
ades, personal savings, as a percentage 
of disposable income, has trended 
downward in our country. During the 
1970s, the average rate of savings was 
about 10 percent. Then it kept going 
down, downward to the last first three 
quarters of last year; it was less than 1 
percent per family. 

Meanwhile, consumer credit card 
debt is going through the roof and has 
up-trended from an average of $41.8 bil-
lion in 1955 to $2 trillion in November 
of 2003. 

Even as the savings rate has plum-
meted, pension plans too are becoming 
less reliable. In Southern California, 
Abbott Labs recently spun off a divi-
sion and cut the retirement benefits for 
employees of the so-called new com-
pany. 

Shortly after the spin-off, employees 
were told that Hospira would be freez-
ing their accrual of pension benefits 
and eliminating retiree health care for 
many of them. Several of those em-
ployees are now suing the companies in 
an attempt to get back their promised 
benefits, accusing the companies of 
plotting the spin-off specifically to de-
prive the oldest workers of their bene-
fits. 

In my own district, Owens-Illinois, 
one of the world’s leading producers of 
glass and plastics packaging, recently 
announced that it would be cutting 
prescription drug coverage for its retir-
ees in favor of forcing the retirees to 
participate in the Medicare prescrip-
tion drug plan. The company will cover 
the $35 premium for this plan, but will 
not guarantee that the dollar amount 
will increase should the plan premium 
change. 

Another local company, Doehler-Jar-
vis, was a manufacturer of aluminum 
die cast automotive parts that had two 
plants in Toledo. The company went 
through many takeovers such as Har-
vard Industries, which then filed for re-
organizational bankruptcy. At that 
time, the company canceled retirees’ 
health benefits, but did not tell them. 
They just stopped paying claims over 
the weekend. Finally, they filed liq-
uidation bankruptcy and were unable 
to continue paying pension benefits, so 
the Pension Benefit Guaranty Corpora-
tion, the Federal insurer of the Na-
tion’s private defined benefit pension 
plans, had to step in. 

While this helped the situation some-
what, it was by no means perfect. Only 
actual retirees get benefits under the 
PBGC, not their survivors; and those 
who chose early retirement options 
previously offered by the company 
were unable to collect benefits at all 
until their regular retirement ages 
under the reorganization. 

In addition, given the flood of recent 
companies that have experienced pen-
sion problems or breakdowns, the Pen-
sion Benefit Guaranty Corporation is 
no longer failsafe as it once was. In 
fact, the General Accounting Office re-
cently placed it on the watch list of 
high-risk Federal agencies for the sec-
ond year in a row. In fact, the Pension 
Benefit Guaranty Corporation went 
from having an $11 billion surplus in 
fiscal year 2002 to a record deficit in 
2003 of $11 billion and a $23 billion def-
icit in 2004. 
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