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Section 1 - Hawaii Private Sector Employment Levels

- Hawaii's long employment expansion period has continued nearly unabated even during 
U.S. economy-wide recessions. Hawaii's mostly services-based economy suffered only a 
mild employment decrease of 1.4 percent during the 1981-82 recession, which was largely 
confined to the goods-producing industries nationwide. The 1990-91 recession, which 
affected both the goods and service-producing sectors across the U.S., had no negative 
impact on Hawaii's employment; annual average employment actually increased 1.7 percent 
between 1990 and 1991.

- Most of Hawaii's traditional private sector base, as well as its recent growth, have been in 
service- producing rather than goods- producing industries. The private service- producing 
industries represent over 85 percent of Hawaii's private nonfarm economy.

- Total private nonfarm employment in Hawaii has trended steadily upward during the past 
two decades, increasing by more than 90 percent over the period 1970-1992. The
corresponding U.S. employment expansion was 54 percent.
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- While Hawaii has long been a services-based economy largely dependent on tourism, in 
recent years it has shifted still more towards the service- producing sector, slightly 
outpacing national trends for this phenomenon.

- By contrast, while the number of manufacturing jobs in Hawaii between 1970 and 1990 
was little changed (Table 2), the share of total employment they represented dropped by 
more than half, from 8.7 to 4 percent. At the national level, the number of manufacturing 
jobs was also little changed, while manufacturing's share of the national total declined 
from 27.3 percent in 1970 to 17.4 percent in 1990.

Section 2 - Total Nonfarm Employment Distribution by Industry 
Hawaii Compared to United States (1970-1990)

- In 1970 services comprised just under 20 percent of the State's total nonfarm 
employment; by 1990 it was nearly 30 percent of the total. For the U.S. as a whole, the 
share comprised of services grew from 16 to 25 percent over that same time period. 
(Table 1) 
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Section 3 - Employment Trends: Total Private and Selected Industries 
Hawaii Compared to United States (1970-based index)

- Compared with the U.S. as a whole, Hawaii's employment growth has been significantly 
more robust over the past twenty years. This is shown in the following charts (described 
below), which use indexes of employment change based to 1970 to illustrate the 
comparison. (Use of index values rather than actual employment figures allows a more 
direct graphical comparison of the two series, which differ greatly in magnitude.)

- Total Private Employment: By 1990, the number of private sector jobs in Hawaii had 
almost doubled since 1970, and thus the employment index stood at about 200 percent. 
The national index value was considerably smaller at 160 percent.

-Major Service Sector Industry Divisions: Wholesale and Retail Trade, and Finance, 
Insurance, and Real Estate (F.I.R.E.) in Hawaii also doubled over the 20-year period. The 
index for the Services industry was close to 300 percent by 1992, indicating a near­
tripling of the number of Services industry jobs since 1970.
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(Note: Comparable data prior to 1975 do not exist for these industries)

• •

employment. Jobs growth in this industry in both Hawaii and the U.S. was virtually flat in the

Section 4 - Health-Related Service Sector Industries
Hawaii Compared to United States (1975-based index)

employment base in this industry is very small (less than 1000 employees in 1975).

-Insurance Carriers (SIC 63) .
The growth rate of insurance carriers employment — of which medical insurance earners are a 
subset- has been much less sharp in the U.S. and Hawaii than either total or health services 
employment. Jobs growth in this industry in both Hawaii and the U.S. was virtually flat in the 
first half of the 1980s; since then, industry employment in both areas has risen, with the growth 

in Hawaii outstripping that of the U.S.

nearly two and a half times by the end of 1991 (and thus showing on the following chart an index 
value of nearly 250 percent by 1991). For the U.S. as a whole, the number of health services jobs 
doubled over the same time period (and therefore the index stands at 200 percent). The 
differential between growth rates in health services employment for the U.S. and Hawaii 

-Health Services (SIC 80) .. . .
Employment in the health services industry has grown rapidly in Hawaii since 1975, increasing

doubled over the same time period (and therefore the index stands at 200 percent)

essentially mirrors the difference in their overall employment growth rates over the period.

-Medical Insurance (SIC 632) . .
Medical insurance employment, in both Hawaii and the U.S., shows sharp percentage job gains 
since 1975. However, caution is in order in analyzing these figures for Hawaii, as the total
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-Note: These data are derived from unemployment insurance records filed by employers 
to State employment security agencies. Average annual pay is computed by dividing the 
total annual pay of employees on the payroll by the average monthly number of 
employees. Included in annual payroll data are bonuses, the cash value of meals and 
lodging when supplied, tips and other gratuities, and, in many states beginning in 1985, 
employer contributions to certain defened compensation plans such as 401(k) plans.

- Annual wages in Hawaii have consistently averaged somewhat less than the U.S. as a 
whole, probably due to the heavy service sector concentration of employment. What was 
a narrow gap in the 1970s widened during the 1980s, but the gap has begun to narrow 
again during the last three years, as Hawaii’s average annual pay has increased more 
rapidly than the national average since 1989. (Note: these data are in current dollars and 
are not adjusted for inflation.) 

Section 5 - Annual Wage Trends
Hawaii Compared to United States
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Section 6 - Number of Unemployment Insurance Reporting Units (1972-1991) 

Hawaii Compared to ·united States 

- The closest approximation the Bureau of Labor Statistics has readily available to the

number of employers in the U.S. and Hawaii is the number of "reporting units."

- Reporting units are usually business establishments located at one physical site, although
occasionally reporting units may be composed of more than one establishment.

- A reporting unit is the most detailed economic unit reported by an employer as required
by State Unemployment Insurance la·ws.

- Changes in the number of reporting, units may sometimes be due to administrative rather
than economic reasons. In 1991, for example, employers reported their data at a finer level
of detail than in previous years. This reporting change caused an artificial increase in the
number of units for both the United States and· Hawaii. Hawaii also showed a large
increase in reporting units in 1986 primarily due to the introduction of a new computer
system which led to improved reporting unit counts.
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YEAR
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1972
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1975
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1980
1981
1982
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1984
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1986
1987
1988
1989
1990
1991

Source: Bureau of Labor Statistics,
Ul Covered Employment and Wage program.

Average Annual Reporting Units, 1972 -1991
Private Ownership Totals for the United States and Hawaii with 
Year to Year Percentage Change.
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Many of the legislative proposals to address the growing problem of

First, the impact could be quite large—over 53 percent of the

attempt to address many of the problems small businesses face in offering

tions, lack of access to a policy uuc io ------ j-
mg” (that is. excluding) specific industries, exclusions of certain indi-

reguiate tne sate or policies uy mamam-s o r
of proposals focuses on providing access to insurance for small businesses

dates, “play-or-pay" proposals, and single-payer programs—and the ef­
fect of any policy on small businesses will depend on the financing levels

Small Business And The National Health Care Reform Debate 

by Jennifer N. Edwards. Robert J. Blendon, Robert Leitman, 
Ellen Morrison, Ian Morrison, and Humphrey Taylor

set in the legislation.’ A variety of tax rates and subsidy levels are being 

considered.

Jenrufr EduKxri u of du Horvani Pro-am on the Fux^e of Health Care Roden
B-rJon y chaman of the Dcparmeru of Health Pobcy and Manxmen!, Harvard Sdcd Of 
Pubic Health. Roben Lexcman u jctuot vta-fTratderu and Humphry Taylor a fncdcru and duef 
execunw officer of Louu Harm ar^ Auoaato tn New Yori Qrj Ellen Momwn b auooaae 
d/rector of the Health Care Proram at the Iraatuu for the Funtre m Menlo Pari, Cahfomtai toi 
Morruon a dnector of the prorar* and the msaaat'i preudent

uninsured Amencans to date have focused on improving access to 
health insurance for small businesses. This focus is sound for three 
reasons. First, the impact could be quite large-^ver 53 percent of the 
uninsured work for small businesses, and many more are dependents of 
someone who works for a small firm.' Second, these reforms retain our 
cunent employment-based system of providing health insurance—a sys­
tem that is favored by a large number of employers and employees. 
Third, the reforms expand access to health insurance without requiring 

that the federal government raise taxes.
Proposals targeted at covenng employees of small businesses have 

taken two forms. The first, reforms of the small-group insurance n^rket, 
attempt to address many of the problems small businesses face m offering 
health insurance to employees: high costs, rising rates, policy cancella­
tions, lack of access to a policy due to insurance policies such as redltn- 
mg” (that is. excluding) specific industries, exclusions of certain indi­
viduals or illnesses, and lack of information about rates. Such proposals 
retain the voluntary nature of health benefits and only anempt to 
regulate the sale of policies by insurance companies/The

as part of a comprehensive program to cover all of the uninsured. 
Universal access proposals fall into three categories—employer man-
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Health Benefits In Small Firms

Six findings from our survey and other studies enhance our under­
standing of the likelihood that small businesses will provide health 
insurance in the future.

Wage and benefit policies of small firms. Small businesses are less 
likely than large businesses to provide health insurance and all types of 
fringe benefits to their employees, and they pay lower wages than large 
firms. We found that half of firms with one to five employees offer health 
insurance to all or some employees; three-fourths of firms with six to 
twenty-five employees do so; and nine out of ten firms with twenty-six 
to one hundred employees offer benefits. Most small firms pay at least 
half the cost of the policy for the employee.

Through the 1980s, the share of jobs in small businesses increased 
slightly. In 1980, 48 percent of all jobs were in firms with fewer than 100 
employees; by 1990, the proponion had increased to 51 percent. Small 
firms as a percentage of all businesses held steady at 98 percent through­
out the decade. Large firms pay, on average, 35 percent more in wages 
and provide a more comprehensive range of fringe benefits (Exhibit 1 ).*

Health insurance is the most widely offered fringe benefit in small 
firms, and yet one-third of all small businesses do not provide health 
insurance coverage for employees. Our study found that the primary

Here we explore the likelihood of each proposal’s success in covering 
the employees of small businesses. To do so, we report the results of our 
national survey of small businesses, which asked about the decision to 
purchase health insurance and attitudes toward health care reform. We 
then discuss the implications of current health care reform proposals for 
small businesses and their employees, drawing on this survey and others.

Methods. In January and February 1991, Louis Harris and Associates, 
in conjunction with the Institute for the Future and the Harvard School 
of Public Health, conducted a national telephone survey of 501 small 
businesses about their purchase of health insurance and attitudes toward 
health care reform. The respondent at each firm was the chief executive 
officer or the senior executive most knowledgeable about the company’s 
policy on health benefits. The sample was drawn randomly from the 
Dunn and Bradstreet U.S. Enterprise and Establishment Microdata File/ 
The sample was stratified by three sizes of firms: one to five employees, 
six to twenty-five employees, and twenty-six to one hundred employees. 
Forty-nine percent of small businesses who were contacted completed 
the survey.’ While response rates of 49 percent are generally subject to 
significant nonresponse bias, the survey does represent a relatively high 
response rate for this population.
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reason was pragmatic: 54 percent of respondents believe that the cost is

Stnall independent 
private buiinena

too high. A survey conducted by the National Federation of Inde­
pendent Business (NFIB) found additional, more philosophic reasons. 
Not only are small firms concerned about costs, but a majority (64 
percent) also reponed that they do not believe that employers have a 
responsibility to provide health insurance for their employees.

The other reasons given by small employers in our survey for not 
providing insurance are less significant when compared with cost. These 
include: (1) employees are generally covered under a spouse’s or parent’s 
policy (23 percent); (2) the business cannot qualify for a policy (3 
percent); (3) employee turnover is too high (3 percent); or (4) the 
business has no trouble hiring without offering benefits (2 percent). 
Another factor that may affect their decision is that small employers are 
able to get insurance for themselves and their families without covering 
their employees. Two-thirds of respondents who do not provide insur­
ance for their employees reponed having coverage for themselves.

There is considerable evidence that size alone is not a good explana­
tion of why small firms do not provide insurance. The Health Insurance 
Association of America (HIAA) has found that wages are a good predic­
tor of a small firm’s decision to provide insurance benefits. Firms in 
which a majority of workers earn more than $10,000 a year are three 
times more likely to provide health benefits than are firms with workers 
earning less than $10,000 a year.' There are also differences in the 
demographics of small firms that provide insurance and those that do 
not. Firms not offering insurance are more likely to have higher propor­
tions of pan-time, female, and low-wage workers.*

Small business trade associations have reponed that their members 
are not profitable enough to provide health insurance.10 However, our 
review of the literature did not tum up any data that suppon this claim.

Medium and lar(e
Bene/i, _________________ private buiineaaa____________ private eatablUhmenti

Health insurance 66%
Life insurance 57 94
Retirement plan 35
Dental insurance 66 ----------------------

Short-term disability 73
Long-term disability H
Maternitv leave(paidandunpaid) 19 

Source U.S Department of Labor. Bureau of Labor Scanstis. Empitryer Benepu m Small Ejublufunem. 1990 

(W ashington. D.C. BLSJune 1991).

Exhibit 1 , b tx
Full-Time Employee* Participating In Selected Employee Benefit Plan*,

By Firm Size, 1990 
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The difficulty in assessing this claim is that a good measure of a firm’s 
ability to provide insurance has not been developed. Accounting princi­
ples blur the distinction between a firm’s profitabiliry and the earnings of 
the owner Charles Brown and colleagues point to data that cast doubt 
on the belief that many small employers cannot afford to provide health 
insurance." The incomes of owners of small firms compare favorably 
with those of large-firm owners; and families who own small businesses 
have incomes almost twice as high as the income of the average U.S. 
family and own assets more than five times as large.

Reduction of future benefits. As a result of rising premium rates, 
small businesses are considering reducing their health insurance cover­
age in the future. The cost of benefits is a major concern for small firms 
now providing insurance benefits. Nearly two-thirds (62 percent) of 
small business respondents reponed that they perceive their health care 
costs to be out of control. If insurance costs continue to rise 20 percent 
or more a year (a reasonable forecast for this segment of the market), 
more small-business respondents anticipate more cost shifts and cut­
backs in benefits for their work force. Small businesses often do not have 
the option to shift more costs to their employees because some insurance 
companies require the employer to pay for the bulk of coverage to obtain 
a small-group policy. Because of the high cost of insurance, 30 percent of 
small firms reported that they are likely to eliminate company-paid 
health benefits in the future. This is consistent with recent behavior of 
small businesses; 13 percent of firms in our survey reponed having 
dropped their health insurance benefits in the past three years.

Incentives to cover workers. For small employers not now covering 
their employees, it would take a very large reduction in the cunent cost 
of health insurance to induce them to offer coverage. To understand 
what public poll, v changes might improve coverage for the uninsured, 
we queried sm businesses that do not provide benefits about what 
incentives woui : lead them to offer benefits to their employees. They 
were given foi/ choices of health plans: a stripped-down insurance 
policy (one de\ d of state-mandated benefits), a health maintenance 
organization (H.MO), a plan with limited choice of providers, or a public 
plan such as Medicaid. Each option was offered at three price discounts. 
Respondents were more willing to purchase the plan that was offered at 
the lowest price, regardless of the type of plan (Exhibit 2).

The Robert Wood Johnson Foundation’s Health Care for the Unin­
sured program reponed similar findings. In nine demonstration sites, 
new insurance products or subsidized existing products were made avail­
able to uninsured small businesses at premiums ranging from 9 to 60 
percent below those of other health insurance products in their respec­
tive local markets. According to estimates made by the independent
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project directors, fewer than 25 percent of the eligible businesses have 
chosen to buy the policies.'1

Dissatisfaction with the health care system. Perhaps because of the 
serious cost problems they face, small businesses reported being highly 
dissatisfied with the U.S. health care system—much more dissatisfied 
than are large employers (Exhibit 3). On average, three out of ten 
small-business respondents believe the health care system has so much 
wrong with it that it needs to be completely rebuilt. About half of small 
businesses want to see fundamental changes, and 16 percent think only 
minor changes are needed. Small-business owners are less supportive of 
fundamental change than nonowners are. About a third (32 percent) of 
owners believe the system needs to be completely rebuilt. Compared 
with senior executives of large companies, as reported in a nationally 
representative survey of large businesses (over 100 employees) con­
ducted in 1990 by Louis Harris and Associates, small-business owners are 
much more likely to favor completely rebuilding the system.”

Support for universal access. Two-thirds of small businesses would 
support changing from the current health system to one providing uni­
versal access. Unlike larger businesses, almost half of small businesses 
prefer an all-governmental system. When given a choice of a single­
payer all-governmental system, mandated employer coverage with an

Exhibit 2
What Would Induce A Small Butina* Not Currently Offering Insurance 
To Buy A Policy’  

Type of policy offered_________________________________

A stnpped-down. no-fnlk policy
At 15 percent less
At 30 percent less
At 50 percent less ___________________________

HMO coverage with several choices of providers*
At 15 percent less
At 30 percent less
At 50 percent less______________________________ _

A plan with limited choice of providers
At 15 percent less
At 30 percent less
At 50 percent less___________________________

A publicly run program such as Medicaid
At 15 percent less
At 30 percent less
At 50 percent less ____________________

Source Louis Hams and Associates, Small Businas Survey, 1991. 

•n-151.
‘ HMO is health maintenance organuanon.
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Exhibit 4
Small And Large Business Preferences For U.S. Health Care System

Percent responding
50

32

4

Present
system

Sources: Louis Harris and Associates. Small Business Survey. 1991. and Louis Hams and Associates, “Survey

of Corporate Health Plans, 1990." in System m Cnsu The Cose /or Health Core Rcfcrm, ed. R.J Blendon and

J N Eduards (Washington. DC. Faulkner and Gray. 1991).

expanded public program, or the present system, about half of small 
businesses suppon a single-payer system, one in six prefer an employer 
mandate, and three of ten prefer the present system (Exhibit 4). Compa­
nies not offering insurance are more likely to prefer an all-govemmental 
system (56 percent) than are those who offer insurance (45 percent).

Vie find two reasons why small businesses are more likely than large 
businesses to favor a governmental solution. First, small businesses lack 

On the whole, the health care system works pretty
well, and only minor changes are necessary to
make it work bener_________________________ _

There are some good things in our health care sys­
tem. but fundamental changes are needed to make

it work bener__________________________

The health care system has so much wrong with it
that we need to completely rebuild it 10

N or s u r e 

Sources. Louis Hams and Associates. Small Business Survey. 1991. and Louis Hams and Associates, “Survey of 

Corporate Health Plans. 199C." in System m Cnsu The Com fo' Health Care Rejom, ed. R-J. Blende® and J.N. 

Edu ard? Vi ashingron. D C Faulkner and Gray. 1991).
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preference for how it is to be financed (Exhibit 5). Our survey shows that

paid by the people covered (64 percent). Only 31 percent favor an 
employer payroll tax, and 24 percent would choose an income tax.
Small-business owners are more likely to oppose an employer payroll tax
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Small Business Support For Different Ways Of Financing Expanded Coverage And 

Controlling Costs, 1991  

the capacity for exploring the health insurance choices that large busi­
nesses enjoy. Possessing smaller staffs and less-specialized roles within

year investigating health insurance). Most small firms that offer i.. 
ance rely on insurance agents when they contract for insurance and 
the agent as the primary source of information about their options. The 
second reason may be a limitation of our question: We did not state the
size of the tax burden on small businesses of an all-governmental health 
plan. Our results suggest that small businesses will choose the 
cost insurance option, even if it is an all-govemmental plan. The NFIB 
reached a similar conclusion in a recent analysis of Health Amenca, the 
proposal of the Senate Democratic leadership. The federation reported 
that under this particular plan, firms that pay employees less than $12.50 
per hour would find it cheaper to pay the tax than to provide insurance.

If there is to be a national health plan, small employers have a

Financing opoons

Higher taxes on alcohol
and tobacco

Premiums paid by people
covered_____________

Employer payroll tax
Income tax

Cost-control opdotu

Controls on prescription
drug prices

Hospital pnce controls

Phvsician pnce controls
Limits on high-technology

services______________

Longer waits for non­
urgent care _____________ 7_________ 29

Source Louis Hamsand Associaies. Small Business Survey, 1991.

the firm, small businesses do not spend much time investigating their 
insurance options (most small businesses spend fewer than ten hours a 

m..Ar-e«»avxr* VxooltV* iociir2nfpKXsi11 £ii rls tlrst offer insur*
I use

• small businesses prefer to finance expansions in coverage through hid­
den taxes such as alcohol and tobacco taxes (70 percent) or a premium
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than respondents who are not owners (49 percent versus 26 percent). 
Owners also oppose income taxes more strongly than nonowners. Most 
national rroposals now acknowledge a need to control health care costs 
while expanding access. Small businesses prefer governmental cost con­
trols on hospitals, doctors, and prescription drugs over limiting access to 
major medical technology or increased waiting times for nonurgent care. 

Political concerns. Although most small businesses are concerned 
about high health care costs, health care reform is not a salient political 
issue for most of them. Our survey shows that most respondents' votes in 
state and national elections would not be strongly influenced one way or 
the other by a candidate's position on health system reform (Exhibit 6). 
However, it appears that politicians who support employer mandates or 
who advocate no change at all face the most political risk, especially in 
the eves of those voters whose vote would be influenced one way or the 
other by health system reform issues. These negative attitudes could 
carry over into the agendas of the small-business trade associations and 
their campaign contributions. Seven political action committees explic­
nly represent small business, and doiens more trade and industry groups 
speak for concerns of small business. The committees' total contribu­
tions are about 60 percent of the si.ze of large businesses' contributions 
and thus have s1gn1ficant potential to influence political outcomes.0 

Policy Implications 

Our primary finding is that it will be difficult to get small employers to 
buy health insurance for their employees unless a very large subsidy is 
offered. E,·en with a reduction as large as 50 percent, only half of small 

Exhibit6 
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firms that do not now insure their workers are likely to elect to buy 
insurance. The results of our srudy suggest that the government will 
have co mandate coverage or subsidize the cost of a policy to induce 
small businesses to offer insurance. We found that offering a 30 percent 
government subsidy (and likewise a 30 percent reduction in price) is not 
enough to persuade most firms co buy insurance. If policymakers choose 
instead co provide a tax credit or subsidy to small firms to help defray the 
cost of providing insurance, it will be important to take into account the 
findings of Brown and colleagues, which suggest that some small busi­
nesses are able to afford to pay for coverage." We recommend develop­
ing an indicator of a business's financial ability to provide benefits and 
using it as a means test co determine the size of the subsidy given to each 
small business to apply toward its health insurance purchase. The meas­
ure should take into account the profitability of the firm and the wages 
of employees. A means-tested subsidy of this nature could significantly 
reduce the cost of a subsidy to the government. 

Given the resistance to purchasing a policy and the size of the subsidy 
that would be needed, a mandate (or play-or-pay option} may be the 
only route to achieving broad insurance coverage of small business 
workers and their families. However, this will not be achieved without 
some cost to politicians in political support (in the form of votes and 
contributions from the n�tional organizations that represent small busi-
ness). 

Finally, for chose who have suggested that the best policy may be to 
muddle through with only small, incremental changes, our analysis 
suggests that the number of uninsured workers in small businesses will 
continue to grow. If our survey proves true, in the years ahead, 30 
percent of small businesses currently providing insurance will drop their 
insurance coverage because of the high cost. This will leave our system 
wich more uninsured people who lack a regular source of care, greater 
uncompensated care burdens on hospitals, and more pressure on large 
firms to pay for the care of the uninsured in their communities. 

Tht auchari gralLf.Jly acknowltdgt aJSUianct rtc.enied frum AM Htndrick.s and �borali Gamidt 
(Haniard School of Pubuc HuwliJ and Dan.I(! Campion (Alpha Cfflur) in dn.ttlopm( r1w Nl'W1 
m.smm�t. Parnal s1,1ppon for tJw "'°"' U4S p,owJ.ed t,, � Ptw CJvrrirablt Tnua and� 
Robm Wood]ohruon Fovndarwn. TIit pmptctiuc p,OtTIU.d hfft art Ult solt rcsporuibilir, af dw 
authan and do not rt�ci in an, wcry w W"WS a/ d\t fvndns. 
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Small-Business Health Insurance: Only The Healthy Need Apply 

by Wendy K. Zellers, Catherine G. McLaughlin, and Kevin D. Frick

Several private and public programs and countless proposals have 
targeted the estimated rwenry-two million full-time workers and their 
dependents who lack health insurance.1 Most of these programs rely on 
financial incentives designed to encourage employers to provide health 
benefits to their employees. Unfortunately, because of existing insurance 
company underwriting practices, incentive-based programs would miss a 
significant proponion of uninsured workers. This is particularly true for 
employees of small businesses, which are more susceptible to these 
practices.*'

To date, repons of the barriers faced by small businesses have been 
based largely on anecdotal information about the underwriting practices 
of health insurance companies. In our study of health insurance benefits 
m small businesses, undenaken as pan of our evaluation of The Roben 
Wood Johnson Foundation’s (RWJFs) Health Care for the Uninsured 
Program, we surveyed health insurance companies and agents. We found 
strong evidence to suppon the assertions made by several small-business 
interest groups that insurance companies routinely use a variety of 
underwriting techniques to control the amount of financial risk to which 
they may be exposed in the small-business market. One of the largest 
companies doing business in this market summarized its underwriting 
guidelines; “Insurability is determined by many factors, including the 
nature of the business . . ., and most importantly, the good health of all 
employees and dependents.”

Redlining. Enrollment of high-risk firms is limited through a practice 
known as redlining, in which specific types of industries are considered 
ineligible for enrollment, at any premium. Redlined industries include 
those characterized by an older work force (over age fifty-five) or high 
employee turnover, those engaged in seasonal work or exposed to haz­
ardous working conditions, those lacking an employer/employee rela-
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tionship, and those "known to present frequent claims submissions." In 
some insurance companies, a plan is available to high-risk finns, but 
with substantial premium surcharges added or with various restrictions 
on enrollment or coverage imposed. 

Preexisting conditions. Enrollment by high-risk individuals is cur­
tailed through the imposition of preexisting condition exclusions. These 
generally apply when one or more individuals in a group have a chronic, 
potentially expensive condition at the time of application or have had 
an illness thought to predict future costly use of care. The insurer can 
refuse health insurance to the whole group, impose a substantial sur­
charge on the premiums of all members in the group, or refuse to write a 
policy for the high-risk individual(s). Many insurers restrict coverage by 
stipulating that benefits for conditions for which an individual required 
medical creatment within a specified time period prior to initial enroll­
ment (usually six or twelve months) will not be payable until the 
indi\·idual has been enrolled for six to twelve months. Some of these 
rules can be applied whether the policy is a new contract or simply a 
renewal of an expiring prior agreement. 

Redlining and preexisting condition exclusions constitute a major 
problem for many small firms; approximately 15 percent of small firms 
fall into industries that are routinely redlined. 1 Preexisting condition 
exclusion-particularly excluding an entire firm because of one em­
ployee's health status-is a practice re�rved almost exclusively for small 
businesses ( chose with fewer than ten or fifteen workers).4 

Study Methods 

Using a semistructured telephone interview, we surveyed forty-five 
insurance companies and tj'lirty-seven agents in July and August 1991. 
We surveyed cen of the largest national companies in the small-business 
health insurance market and a sample of health insurance companies 
and agents in four sites: Pima County, Arizona (Tucson); Hillsborough 
County, Florida ([ ampa); Genestt County, Michigan (Flint); and Den­
ver/Boulder, Colorado. These sites were four of the nine areas where a 
project sponsored by The Robert Wood Johnson Foundation marketed a 
health insurance plan designed specifically for small businesses. We had 
surveyed small businesses (that is, finns with two to twenty-five persons 
working at least seventeen hours per week) in these four locales the 
previous summer as part of a larger evaluation of the RW]F Health Care 
for the Uninsured Program. 

The sampling frames for the insurance companies and agents were 
provided by several sources, including Chartered life Underwriters, the 
Association of Health Insurance Agents, state insurance offices, local 
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Chambers of Commerce, and individuals familiar with the local small­
business health insurance market. We also received a list of the ten 
insurance companies with the largest small-business market share na• 
tionwide. We comacted all of the health insurance companies and 
random samples of agents on the various lists we received. 

Only nine of the fifty-four insurance companies we contacted refused 
to respond. Flint, Michigan, the smallest of the four sites, has few 
insurance companies selling small-business health plan policies. Four of 
the local companies represented Blue Cross and Blue Shield plans. Of 
the eleven companies responding to our survey in Tampa, five do not sell 
health insurance benefits to companies with fewer than twenty-five 
employees. Approximately half of the agents we contacted participated 
. h I in t e survey. 

The interviews averaged twenty minutes and addressed such issues as 
( 1 ) how long they had been writing health plan policies in general and 
for small businesses in particular; (2) the minimum and maximum size of 
businesses to which they sell policies; (3) the rypes of plans available to 
small businesses; ( 4) employee eligibility criteria; (5) compulsory em­
ployer comributtons; (6) differences in the premiums charged for large 
and small businesses; and ( 7) whether the respondent believes small 
businesses have diff1c'Jlty purchasing health insurance and why. These 
questions led to discussions about restrictive enrollment standards that 
could result in preeximng condition �xclusions and redlining. 

We also received marketing materials and underwming guidelines for 
thirty-two companies. For thirteen companies, this material included 
information on industry redlining and restrictions. Two of these compa• 
nies did not list firms or businesses that would be ineligible but rather 
provided a list of businesses they call "restricted." For several rypes of 
businesses, a precise definition of the restrictions was not included. One 
company specified a list of businesses to which premium surcharges 
apply. In addition to giving general preexisting condition rules, which 
were explained in all cases, four of the company's pamphlets included 
lists of specific preexisting conditions. 

Results 

Redlining. Barriers for small businesses in the health insurance mar­
ket are quite pervasive. The overwhelming majority of company repre­
sentatives (91 percent) and agents (73 percent) that we interviewed 
indicated chat small businesses face problems when trying to purchase a 
health benefit plan. Approximately two-thirds of the company repre­
sentatives and virtually all of the agents said that their company ex­
cluded certain industry types. �veral respondents gave general catego-
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ries of excluded industries, most frequently "high-risk" and "hazardous," 
but over two doien specific industries were named by fifty-seven of the 
respondents as examples of industries excluded by their company or plan 
for small-business health insurance.• The two most frequently men­
tioned were lawyers (too litigious) and physicians (high utilization) 
(Exhibit l ). 

In addition to examples provided in the interview, thirteen of the plan 
descriptions that we received included specific rypes of businesses con­
sidered either ineligible or resrricted. The types of businesses most fre­
quently excluded illustrate the underwriting practices of most insurers. 
For example, hair salons were described to uc; as representing a "triple 
chreac"-h1gh employee turnover with little interest in long-term em­
ployment, a high proportion of women of child-bearing age, and a high 
proportion of homosexual men. Bars, taverns, and liquor scores, consid­
ered ineligible by ten of the plans, are perceived as bad risks because of 
high employee turnover and hazardous or unhealthy working condi­
tions. In some cases, the risk being avoided is quite obvious. For exam­
ple, one company wmes health insurance policies for bakeries and 
confectioners but considers them ineligible for dental coverage. 
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Even when considered eligible for coverage by some plans, this kind of 
industry is often labeled as “restricted ” These restrictions normally 
include a sizable surcharge and sometimes include limits on coverage 
(for example, only a high copayment option) or employee eligibility (for 
example, coverage may be available on a “management only” or “of- 
fice/clerical only” basis). In certain instances, the difference between 
ineligible and restricted was not clear (one insurer considers hair salons 
an ineligible industry and barber shops a restricted industry, with a note 
to “contact your Customer Service Representative for details”).

Small businesses’ access to health insurance is compromised not only 
by explicit underwriting guidelines but also by implicit reluctance on the 
part of insurers and agents to market plans to certain small businesses. 
Several respondents made the distinction between offering a plan and 
marketing a plan. In addition, agents pointed out that quoting an exor­
bitantly high premium was one way to eliminate undesirable applicants 
without having to deny coverage.

Included in virtually every pamphlet’s discussion of eligibility was the 
caveat that these lists are not inclusive and that the insurance company 
reserves the right of refusal to any application not meeting underwriting 
criteria. In some cases, firms are denied coverage because one or more 
employees or their dependents have a preexisting condition. When 
asked why small businesses have difficulty obtaining health insurance, 
80 percent of agents and 67 percent- of company representatives cited 
preexisting conditions or “health problems.”

Preexisting condition exclusions. All of the twenty-two plans for 
which we received application information required every employee to 
fill out a detailed personal and family medical history and, in some cases, 
to submit to a physical examination. Company policies regarding preex­
isting condition exclusions were summarized in the literature we re­
ceived from some respondents. All of these respondents mentioned 
several conditions that could result in denial of the application of an 
individual or firm: acquired immunodeficiency syndrome (AIDS) and 
AIDS-related conditions, cancers (blood, lymph, bone, soft tissue, and 
organ malignancies), hean disease (including aneurysm, myocardial in­
farction, and bypass surgery), and degenerative nerve disorders (multiple 
sclerosis and muscular dystrophy). All of the plans had provisions for 
preexisting condition rules, with the standard time window of twelve 
months before enrollment for defining a preexisting condition and 
twelve months after enrollment for establishing coverage eligibility. 
Some policies, however, specified certain conditions that would never 
be covered; one plan labeled these “unacceptable medical conditions," 
for which no coverage can be provided. This plan mentioned twenty- 
one conditions but specified that this list was not all-inclusive.
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Our survey revealed some disparities in the underwriting practices 
between national company headquarters and local company offices. For 
example, several national companies stated that they did nor exclude 
applicants because of type of business or preexisting health problems, yet 
the local offices gave us a list of exclusions. In several cases, the differ­
ences between national and local practices were the result of state-based 
variation in insurance laws. About half of the states have passed laws 
that prohibit insurance companies from enforcing preexisting condition 
rules on indi\'iduals who are renewing a current JX>licy or transferring 
from one insurance company JX>licy to another. 

PoliC\· Implications 

Undervmting practices may discourage small employers from shop­
ping for a better insurance value or employees from shopping for a better 
Job. In addition, hiring practices of small employers may be influenced 
by whether or not the health status of a job applicant could threaten the 
premium rate for or che insurability of all the people in the firm, leaving 
some perce1\'ed "uninsurables" also unemployable. 

Because of current underwriting practices, some small businesses 
would find it difficult to resJX>nd to any financial incentives or govern­
ment mandates to pro\'ide health benefits co their employees. According 
to representatives intervie�·ed, seven of the n�cio•n's ten largest insurers 
in the small-business health insurance market routinely exclude cenain 
tyres of small businesses, and all of them exclude, where state law 
permits, ind1\·1duals or their firms because of preexisting conditions. 
Approximately 15 percent of small businesses fall into categories that 
are considered ineligible or restricted. No estimate is available of the 
number of businesses and indi\'iduals denied coverage because of the 
ad\'erse health problems of an employee. 

Although most health insurance companies reject the applications of 
spec1f1c cypes of fmns and individuals, some do not. Also, not all compa­
nies identify the same high-risk firms or conditions. Therefore, even 
though a small business may face difficulties finding insurance, plans are 
almost always available to that business. However, for some high-rislc 
businesses, the price they face as a result of premium loading represents 
an effective obstacle to the purchase of a health benefit plan.7 

Top advisers in the Bush administration arc proposing changes in the 
regulation of small-business insurance as pan of their health rcfonn 
strategy. Most of the reform proposals being discu� recommend elimi­
nating preexisting condition exclusions. However, few recommend 
eliminating an insurer's ability to consider a panicular type of business 
inehg1ble based on perceived risk.• Even if underwriting practices are 
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altered, the premium loading that is assessed most .. high-risk .. businesses 
represents a fonn of de facto exclusion. It is likely that substantial 
financial incentives for these businesses will have to accompany any 
legislation chat mandates employer-based health insurance. 

Tlw paper u ba.s<J on rt.lUZTch {Mndul try Tl-.t Robm Wood Joliruon Fovnd.aaon. 
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6. In sr1tt of mandatory workers' comperu.a11on laws an each State, a relauvely high
j'robat-il1ty of work-related accidcnt.s or allncsso is a key reason that many industries
art considered inel1g1blc. Most insurers we interviewed do not think workers' compen•
sa11on plans adequately protect them from medical cla1rru arising from work-related
illness or m1ury.

i. C.G. McLaughlin, 11-te Dilemma o( Affcxdabiliry: Private Health lnsl.lrance fOf Small
Busmcs.scs," in Al'!VnCQn HUJJdi Policy: Cnacal lsslALl fc,r Rt/orm, ed. R. Helms (Wuh­
mgton. D.C.: Amencan Emerpn� lnstatute, 1992).

8. J. Hoadley and J.M. Jones, •Rcgulatina Health Insurance in w Small-Group Maricct:
Proposals to Increase Availability and Affordability," National Health Policy Forum.
ls.sue Brief no. 581 (WashlJl&1oo, O.C.: The 0eoree Washin,ton Univcniry, 1991 ).



WHAT THE ECONOMIC PLAN DOES FOR SMALL BUSINESS

The Administration's economic plan contains several provisions targeted at small business. While 

some !some small business interest groups are upset because the plan raises the top corporate rate to 
36%, this provision affects only the most affluent small business owners. The following is a list 

of some of the provisions in the plan:

— Lower borrowing costs. Markets have responded to the President s deficit reduction 
plan. Long-term interest rates are at a 16-year low, and mortgage rates are at a 20-year
low. The House version proposed an increase to $25,000 while the Senate version 

proposed $20,500.

Increased expensing. The President proposed more than doubling from $10,000 the 
investment that small businesses will be able to expose immediately. This provision is 
contained in the House but not in the Senate.

Special capital gains tax cut for investments in small and medium-sized businesses. 
The President has strongly supported a new provision to cut capital gains taxes for new 
long term investment in businesses.

Retroactive extension of the 25% deduction for health insurance premiums of the 
self-employed. This provision is permanent in the House version. The Senate extends 

it for 24 months.

Retroactive extensions of the ability of State and local governments to issue tax- 
exempt bonds for small businesses. The House level is $252 and the Senate is $152.

Job Growth: During the last four years, only one million private sector jobs were created — 
just 20,000 a month. In the first five months of the Clinton Administrations, 740,000 private 
sector jobs have been created---- over 140,000 jobs per month — seven times the rate of the
last Administration. Several independent analyst have projected that growth in the economy 
under the Clinton plan will create over 8 million jobs in the next four years. Furthermore, 
studies by the Joint Economic Committee and the National Venture Capital Association show that 
the President's capital gains cut for small businesses and his expensing provisions will crate at 
least an additional 200,000 jobs in small businesses.

Only 4.2% Of small business owners that file individual returns will pay more while over 
90% will receive or be eligible for a tax cut Some small business owners who are among the 
top 1% of taxpayers will have to pay more (this is why small business special interests have 
been so unhappy about the economic plan). But only 4.2% of the business owners who file 
individual returns — proprietorships, partnerships or subchapter S corporations — will be 
affected by the increase in individual tax rates, because only 4.2 % of these returns show income 
over $180,000 a year. Over 90% of small businesses and subchapter owners S corporation 
owners will either receive or be eligible for a tax cut through increased expensing, a targeted 
capital gains tax cut or the extension of the 24% health insurance deduction for the self­



Aggressive assault in the credit crunch: The President has implemented more than 10 
regulatory initiatives designed to increase lending to small and medium-sized businesses. These 
initiatives have cut unnecessary paperwork and regulations, increased bankers' ability to make 
"character" loans, and created an ombudsman so that regulatory mistakes get conected. The 
bottom line is more business loans at lower interest rates.

employed.

Only the top 12% will pay increased income taxes. The Clinton plan raises income taxes only 
on households who earn over 180,000 a year or individual filers who take in over $140,000 a 
year ( adjusted gross income). No matter what your occupation, you will only pay more income 
tax if you have yearly income of $180,000. And no family that makes less than approximately 
$180,000 will pay nay higher income tax.

Only those business owners who make the most will pay more: Those 4.2% of business 
owners who will pay higher income taxes are quite well-off. the average business owner who 
will pay more make $560,000 a year and nearly half (43%) of all income of these taxpayers goes 
to people who make over $1 million. Often these business owners are highly paid doctors, 
lawyers or investment bankers rather than owners of small businesses such as the comer store.
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THE FIRST LADYMEMORANDUM FOR:

FROM:

Job Losees and National Health Care ReformSUBJECT:

There has been considerable speculation recently about job losses

These are 
The two key

Pension ano welfare Benefits Aoministranon 
Wasnmgton. OC 202’0

All jobs impact analyses have some common elements, 
discussed in greater depth in the attached paper, 
issues are:

How sensitive to labor costs are employment levels: 
Economists vary widely on the estimate of the employment 
loss that will result from labor cost increases. Thera is 
agreement that the employment losses from a given level of 
higher employer coots increases with time. High sensitivity 
estimates use factors ten times those of the low end. 
Mainstream estimates are that over the long-run there is a 

Who ultimately pays: Labor market theory expects workers to 
pay for most of the increased "benefits through reduced 
wages. The extent to which this occurs lowers any 
employment effects. Shifting of costs from employers to 
workers increases with time but is constrained for low wage 
workers. Minimum wage workers cannot have wages reduced. 
This requires employers to pay the full amount of any 
additional benefits.

The existing analyses may not be applicable to the
Administration's forthcoming proposal. Their conclusions are 
extremely sensitive to the specific elements of earlier 
proposals, particularly the level of benefits mandated, the 
financing mechanism (premium versus payroll) and most importantly 
the absence of subsidies for low wage workers.

RICHARD P.
U.S. DEPARTMENT OF LABO1

that might result from an employer mandate contained in the 
health care reform proposal. Some estimates have placed the 
number of jobs that could be lost in the millions.

There is little empirical basis for most of these projections. 
The few reputable analyses that have been attempted in the 
context of employer mandates contained in prior proposals have 
set the number of job losses as low as 60,000 and as high as 1.5 
million. The attached paper provides a brief discussion of the 
major issues relevant to the analysis of employment impacts and 
contains summaries of the major studies in an appendix.
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assumptions about these key 
impacts are generally short

Studies such as the recent NFIB sponsored report that purport to 
to indicate "jobs at risk" (some as high as 15 to 20 million)

essentially.meaningless.

ig very 
do not

0.5 percent decline in employment for a one percent increase 
in employer costs.

Administration staff are currently working on a complete 
employment impact projection that will be based on the specifics 

• of the reform proposal. This cannot be completed until key 
design issues are resolved, most critically the cost of the 
benefit package and the subsidies directed to small firms and low 
wage workers. A complete analysis should be available shortly 
after the President reaches final decisions en these issues.

show only workers whose benefit costs may increase and 
incorporate none o£ the key analytical processes. These are

Over the long term there should be significant realignment of 
employment from health insurance and other sectors into direct 
health care. This effect is separate from the consequences of the 
employer mandate.

A reasonable expectation is that there will be some employment 
leases concentrated among very low wage workers and in small 
businesses because they do not currently provide health benefits 
to these workers. Some of the potential employment losses can be 
avoided through subsidies directed to the employers of low wage 
workers. These types of subsidies are extremely difficult to 
design, complicated to administer and can be very expensive.

The results of any analysis are highly dependent on the
variables. Studies showing large job 
term projections that assume 

employers will pay the full cost of benefits, use high 
sensitivity to cost employment assumptions and presume no 
subsidies. The studies showing minimal job losses are long term 
projections that assume wage adjustment will be made through the 
normal operation of labor markets end incorporate large 
subsidies.
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i

A BRIEF REVIEW OF THE POTENTIAL
EMPLOYMENT EFFECTS OF MANDATORY HEALTH BENEFITS

* Changes in the willingness of sone groups to enter or 
remain in the labor market - Labor supply effects.

* A potential loss of jobs due to a higher cost of labor - A 
reduction in the demand for labor.

* Changes in the number and distribution of jobs within the 
health care industry.

RICHARD P. HINZ
U.S. DEPARTMENT OF LABOR 

JULY

over the past several years a number of analyses have sought to 
estimate the labor demand effects of an employer mandate. These 
estimates range from employment losses as low as £0,000 to as 
high as 1.5 million jobs. Most of the variation in these 
estimates is the result of differences in the basic 
characteristics of the mandate proposal such as the generosity of 
the benefits package and the nature of the financing mechanism 
(payroll tax or premium). The sensitivity to these basic design 
parameters tends to obscure much of the comparability of these 
analyses. Several critical issues are, however, common to the

The imposition of an employment based health benefits mandate 
will result in a significant increase in the cost employers must 
pay to provide benefits. This could cause employers not 
currently providing health benefits, -mostly small businesses, to 
face a major change in their cost of labor. An employer mandate 
will also substantially alter the amount and pattern of health 
care consumption. Both the labor cost and health care spending 
ramifioations of mandatory coverage have potential employment 

consequences.

The direct labor market effects of a mandate may be considered in 
terms of three closely related categories:

Most analyses of employment effects focus on the general 
employment demand effect of health care reform. The underlying 
basis of these projections is the concept that mandating benefits 
that have not previously been provided, or which are above the 
current level, will increase the cost of labor. When the 
utilisation of labor is price sensitive (a competitive market) an 
increase in costs will lower the demand for labor and lead to 
decreasing employment.
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evaluation of any labor demand analysis.

WHO PAYS FOR THE BENEFITS - THE INCIDENCE OF COSTS.

The

this process. The replacement of taxable wages with tax preferred 
benefits should be desirable to workers facing tax rates above

If the costs or the mandate are paid entirely by the
and, therefore, represent an increase in the cost of 
<
proportion to the cost increase, conversely, if wages or other 
compensation are lowered to completely offset any increased

employment afreets. The degree to which'costs are effectively 
passed on to workers is likely to be,dependent on the interplay 

. of factors related to the timing of the mandate, underlying 
economic conditions and tha nature of any particular labor 
market.

General economic conditions are relevant to this process. A 
period of high inflation will facilitate wage decreases by 
permitting employers to achieve real wage declines simply by 
holding nominal wages constant. Increases in labor productivity 
may similarly facilitate the shifting of cost burdens. During a 
transitional period, productivity gains exceeding real wage 
increases can offset increased benefit costs. This can maintain 
the marginal product of labor versus cost equilibrium preventing 
changes in employment levels.

The character of individual labor and product markets also play a 
role in the incidence of benefit costs. Workers are generally 
presumed to accept a benefit for wage exchange to the extent they 
perceive the benefits of the mandate to have value equivalent to 
the level of wage reductions required to obtain them. Tax 
considerations and community rating requirements are important to

The general equilibrium theory is that market forces limit the 
compensation of workers to the value of their marginal 
production. Externally imposed increases in labor costs, 
therefore, require downward adjustments in compensation, 
dynamics of labor markets are such that these changes tend to
occur over a period of years due to rigidities in the wage 
structure imposed by a range of factors including collective 
bargaining agreements and the often less formal, but equally 
restrictive, oompensation setting practices of employers.

A mandate imposed with short notice or a great deal of 
uncertainty regarding ite cost provides minimal opportunity for 
compensating wage adjustments. Conversely, a long phase in 
period greatly increases tha likelihood that employers and 
workers will forgo wage increases or otherwise adjust the value 
of compensation packages (labor costs) so that the workers bear 
the full cost of the mandate.

employer
cuiw, Liieie.uLO, iejJi.eocut an xnwxcaoe xn wwew wx labor the

employment effects can be expected to be negative and in 
proportion to the cost increase, conversely, if wages or other 
compensation are lowered to completely offset any increased 
benefits the total labor cost ie unchanged and there should be no
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large population nay not accept wage offsets equal to the 
employers costs because they believe ^that their benefits .

Labor economists generally agree that over the long term the 
compensation equilibrium will be maintained through adjustments 
in prices or wages following the imposition of a benefits mandate

The most rigid constraint that will impose the full incidence of 
a benefit mandate on employers are minimum wage laws. Zmployers 
of minimum wage workers who provide no current health benefits 
will experience an increase in labor costs of the full amount of 
the benefit mandate as they are legally constrained from 
negotiating a wage offset. Unless these employers are able to 
pass along the cost in the price of products their workers are 
likely to incur the greatest level of employment effects.

zero providing the benefits are perceived to exceed the 
difference between their nominal coat and the tax rate (the true 
after tax or wage equivalent cost).

If the costs of health benefits were calculated on an individual 
basis and were perfectly aligned with each workers expected 
utilization of services this exchange would be simple. Problems 
arise with group rates (in particular community rating) and from 
workers facing low tax rates. Workers with below average 
utilization (young and healthy) paying a coat averaged across a 
large population may not accept wage offsets equal to the 
employers costs because they believe ^that their benefits are not 
matched with the cost. This is exacerbated by the fact that 
these same workers are often those with no taxable income (below 
315,000) and who therefore do not effectively obtain a subsidy in 
the exchange of taxable wages for non-taxable benefits.

The extent to which these circumstances may lead to a cost 
incidence on the employer, the consequent employment impact will 
vary with the nature of the employer and the labor market in 
which the employer operates. Some industries may be able to pass 
along the costs of mandated benefits in the form of higher 
prices, particularly if there is no substitute product and all of 
their competitors face equivalent increases in labor costa. 
Employers may also be able to impose wages decreases if workers 
face few alternatives employment opportunities (where labor 
markets are highly segmented). Conversely, readily available 
substitute products and a sellers market for labor will, to a 
greater extant, impose the cost on tho employer.

Constrained labor and product market conditions may apply to the 
Hawaiian experience with mandated benefits. The unique geographic 
circumstances place a high cost on substitute products, 
especially in a service oriented economy. This facilitates 
absorption of increased benefits costs through higher prices. 
Limited labor mobility may also enable employers to more readily 
impose wage constraints on workers. The interaction of these may 
explain the limited employment effects of Hawaii's health 
benefits mandate.
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except where specific constraints (minimum wage laws) are 
applicable. Most research shows that this has generally occurred
except among younger and low wage workers.

SENSITIVITY OF EMPLOYMENT TO IASOR COST - DEMAND ELASTICITY

The sensitivity of employment to cost changes is generally 
expressed as a "demand elasticity", the ratio of the percent

The second major aspect of a labor demand analysis is the 
sensitivity of employment to the total cost of labor. While it 
is generally accepted that Increased costs lead to a diminished 
utilisation of labor there is little consensus regarding the 
magnitude of these changes. One of the reasons for this is the 
absence of any comparable experience from which to draw 
conclusions.

except among younger and low wage workers. There is broad 
agreement that any job losses that occur will be concentrated in 

this segment of the workforce.

The analyses of employment impacts which conclude that there 
would be modest effects (less than 100,000 jobs) are those which 
take a long term perspective and assume that, to the extent 
legally possible, the Incidence will fall on the worker. They 
conclude that employment effects will be primarily concentrated 
in minimum wage workers, implicitly believing that the effects on 
this group can be somewhat mitigated through price increases 
although there is no specific analysis of individual labor and 

product markets.

Analyses concluding employment losses in excess of 1 million are 
generally short term in perspective. These studies assume a 
highly rigid wage structure resulting in significant labor cost 
increases. They generally do not take into account potential 
price increases and assume that the mandate is imposed over a 
short term and effective immediately, thus precluding wage 
adjustments during a phase in period. Implicitly, due to the 
short term perspective, these analyses discount the effects of 
productivity increases, inflation or the tax preferred nature of 
health benefits in facilitating compensation tradeoffs that might 
limit employment impacts.

This is a problem both in regard to isolating the "pure labor 
cost1' effect from other factors that may ba affecting a natural 
experiment and in the applicability of prior experience to health 
care reform. It is particularly problematic in the context of a 
health benefits mandate because the potential magnitude of the 
cost increase that nay be imposed is beyond the scope of what has 
been observed. The employer of a minimum wage worker required to 
provide family coverage might experience a 40% increase in labor 
costs. Extrapolating to this level of cost increases from much 
smaller increases that can be observed introduces a great deal of 
uncertainty to the estimates.
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change in employment to the percent change in labor coats. 
Ectimatac of this relationship in recent years have ranged

A complete analysis would provide estimates over the short and 
long term and vary the incidence and cost sensitivity parameters

rom the group potentially affected by labor 
interaction should result in a declining

from
as low as l/10th of percent decline in employment for each one 

The lack of this type of dynamic projection is a major deficiency 
of the analyses to date. In addition to the uncertainty and very 
generalized assumptions about the key elements of cost incidence 
and labor demand, most present either a fully phased in system 
that has reached an equilibrium state or presume an immediate 

mandate with no opportunity for compensating adjustments in labor 
markets. The former obscures what is likely to be a complex 
process played out over several years in a widely varying manner 
across different industries and labor markets. The latter is 
simply an unrealistic possibility, the analysis of which sheds 

appropriately. This would be likely to conclude that the two 
factors will tend to offset one and other as they vary in 
opposite directions (cost shifting minimizing the impact while 
the negative elasticity of demand is accentuated with time). The 
level of cost shifting can be anticipated to have a 
proportionately greater effect over time as a full cost shift 
eliminates a worker from 
demand shifts. This ;
employment impact over time.

per cent increase in costs to as high as nearly a 2% decline in 
employment. Recent general estimatec based on observation of
mandatory benefits such as worker’s Compensation cluster around a 
1/2 percent decline in employment resulting from a one percent 
labor cost increase. These relationships vary for individual 
markets, by wage levels and from the long to the short term. The 
short term sensitivity is generally accepted to be significantly 
less than over the long term.

The labor demand sensitivity estimate, in combination with the 
assumption about the incidence of costs, are the crux of 
virtually all analyses of the employment impact of health care 
reform. An assumption that workers bear the full incidence of 
cost makes the demand elasticity far less important, and of 
relevance primarily to minimum wage workers. The view that there 
are significant impediments to cost shifting makes the elasticity 
of demand for labor paramount.

Analyses that reach the conclusion that there will be very large 
employment effects place all or most of the cost incidence on 
employers and posit a high sensitivity of employment to labor 
costs. These may be criticized as matching a short term cost 
incidence assumption with a long term labor demand elasticity. 
Analyses that find minimal impacts generally anticipate a high 
level of cost shifting and a relatively low level of sensitivity 
of employment.
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LABOR SUPPLY

t

The imposition of a health insurance mandate on employers may 
also nave an impact on the willingness of sone workers to enter 
or remain in the labor market. While a great deal of attention

The treatment of dependents under a mandate may also have 
employment substitution ramifications. Xmployers facing a 
differential cost for workers with and without dependents nay 
have cost incentives to substitute single workers for those with 
families. The potential for this will be dictated by the pricing 
and coverage requirements for dependents, particularly those who 
are working.

little light on what is likely to occur.

The consideration of these two key determinants of possible 
disemployment effects highlights the importance of several design 
aspects of a reform proposal. Any employment effects will be 
directly proportional to the cost of the mandated benefit 
package. In combination with a community rating requirement, as 
discussed above, an expensive mandatory benefit level will impose 
significant problems in regard to wage shifts for young and low 
wage workers. The degree to which legal (minimum wage) and other 
rigidities lead to increased labor costs for this group will be 

the primary determinant of job losses..

This makes the structure and extent of subsidies for low wage 
workers a critical aspect of the system design. A design that 
efficiently targets subsidies to the employers of workers subject 
to the dual problems of wage rigidities and highly cost sensitive 
labor demand can potentially mitigate most of the adverse 
employment impact of a mandate. This is an extremely difficult 
task due to the complexity of possible subsidy schemes and the 
lack of prior experience on which to base expected outcomes and 
because the level and targeting of these subsidies is contingent 
on an accurate assessment of the dynamics of this segment of the 
labor market. Subsidies that fully offset employment effects are 
also likely to be very expensive.

The manner in which dependents and part-time workers are treated 
under a reform is also important. The extent to which employers 
are required to pay the full benefit costs of less than full time 
workers will create potentially significant cost advantages for 
employers to substitute fewer full time workers for part timers. 
In general a fixed benefit cost for full time workers and any 
cost for others will make it more attractive for employers to use 
existing workers at overtime rates rather than to add to their 
workforce during cyclical upswings or the early stages of an 
expansion.
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When the Incidence of benefit costs fall on workers and coverage 
is universal a mandate may function as a "tax" on some labor 
resulting in a diminution of labor supply. Estimating the 
sensitivity of labor supply to this "tax'' has all of the 
difficulties attendant to estimating demand elasticities, 
particularly the lack of a comparable precedent from which to 
project behavior.

The generally accepted view is that the labor supply behavior of 
workers who are the sole or primary earners for a family and who 
have no alternative sources of support is unaffected by marginal 
changes in the effective tax rate at the level imposed by a 
health insurance mandate. High wage earners (above the median) 
are also presumed to be have inelastic labor supply behavior.

This leaves several sub-groups on which the mandate may have some 
effect. The two of greatest relevance are older workers nearing 
retirement and individuals currently out of the labor force and 
receiving medicaid.

currently many workers eligible for retirement benefits but not 
yet eligible for medicaid (55 to 64 year olds) may be remaining 
in the labor force primarily to retain health benefits as part of 
an employment based group. Their implicit cost of this coverage 
is usually far below the benefits received and much less than 
alternatives they would face upon leaving employment. This is 
especially true of those with pre existing conditions who could 
not purchase coverage at any price upon leaving employment. 
Universal coverage, elimination of pre existing condition

has been focussed on the consequences of labor demand changes 
these potential labor supply effects have been afforded little 

interest.

When the total level of labor costs maintains a long term 
equilibrium through compensating adjustments in wage levels some 
workers wages may be expected to fall more than the value of the 
additional benefits they receive. This is particularly an issue 
when a community rate for benefits such as health insurance is 

mandated.

Community rating by definition results in half of the population 
receiving benefits below the mean. This imposes a potential 
disincentive for young and healthy workers to incur the average 
cost in the form of a wage reduction. A family rate structure 
and subsidies for non workers poses similar problems. The non­
worker, through subsidies, may be able to keep coverage at no 
cost. Likewise a family member who, when not working, is simply 
an addition to a family policy, faces a similar zero cost of 
coverage while out of the labor force. This potentially 
diminishes the incentives for some workers to enter or remain in 

• the labor force.
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exclusions and community rated prices could induce many of these 
older workers to leave the labor force.

A managed competition type of reform with mandated universal 
coverage will likely have three types of effects on employment 
within the health care industry. It will substantially reduce 
employment in the administrative occupations prevalent in the

The universal health insurance coverage that will result from a 
mandate and expanded programs to cover non-workers has 
potentially very significant consequences for employment. The 
utilization of health care services can be anticipated to 
increase commensurately with the increased coverage and spending. 
A reform which leads to changes in the pattern of health care 
consumption, away from acute care and toward preventative and 
long term care, also has ramifications due to the differing level 
and types of labor required for these services.

HF. A I,TH CARE INDUSTRY EFFECTS

Alternatively, families now receiving medicaid often face loss of 
coverage upon entering the labor force. This imposes an
effective ’'tax" on their labor that may be as high as 50% by some 
estimates, creating a powerful disincentive to work. An employer 
mandate with subsidies directed toward these low wage workers 
could remove this barrier because these families would continue 
to maintain coverage at presumably low costs aven upon entering 
the labor force at low wage levels. This could potentially 

. create a significant positive labor supply response.

As with the labor demand analysis considerable uncertainty exists 
regarding the magnitude of labor supply responses to a mandate. 
There has been no significant analysis of this issue to date that 
has attempted to assign a number or project outcomes. Because 
any supply effects are likely to occur primarily among narrow 
subgroups of the population that are the focus of some of the 
major elements that must be considered in the design of a reform 
proposal, the treatment of these groups (older workers, medicaid 
recipients, low wage secondary workers) will dictate any labor 
supply results.

The conventional wisdom, to the extent it exists, is that there 
are likely to be offsetting supply changes that will leave net 
labor supply essentially constant but cause a relatively low 
level of substitution among workers. Low wage older workers 
remaining in the labor force primarily to retain health benefits 
and low wage spouses of high wage workers will depart to some 
extent. Current medicaid recipients, to the degree that they now 
remain out of the workforce to retain health benefits, will 
presumably replace them.
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It is not unreasonable to expect, however, that because the 
reduction in expenditures on administration will be less than the 
increase in spending on health care, over the long term there 
will be a net increase in employment in the health care sector. 
This will be preceded, however, by a period of some employment 
losses in conjunction with dislocation and retraining of workers 
before a new, stable, and potentially higher level of employment 
is reached.

9

current structure of the industry, increase employment overall in 
health care services, and alter the mix of jobs within the 

industry.

It reasonably certain that major employment reductions will occur 
in the insurance industry and in hospital administration. This 
Will be due to the standardization of administrative practices 
such as claims processing and the reduction of experience rating 
and medical underwriting in most insurance contracts.

Most analysts project a significant consolidation in the 
insurance industry as smaller insurers face increased competition 
for larger groups. Consolidation of small employers in 
purchasing groups will also reduce employment in the marketing 
and administration of insurance. The savings in all of these 
sectors will provide some of the resources to finance universal 
coverage. The employment losses in these areas will be directly 
proportional to the savings achieved and are likely to be in the 

hundreds of thousands.

Increased expenditures on health care (financed partially through 
these savings) and the reallocation of resources toward health 
care resulting from the mandate will lead to substantial 
increases in employment in the health care industry. This 
employment growth will be enhanced to the extent consumption of 
services is redirected toward preventive practices and long term 
care both of which are relatively labor intensive. Large 
increases in the employment of nurses, nurse practitioners, 
physicians assistants, all of the occupations related to the 
operation of long term care facilities can be expected.

As with the general labor market effects these trends will 
develop over time. It is likely that the job losses in the 
administration of insurance and health care will come early in 
the process with the job gains occurring somewhat later as 
consumption of health care slowly increases. This time variance 
will also be caused by the lags required to train workers to fill 
the demand in the health care sector in occupations such as 
nursing that have often had labor shortages and which require 
substantial training.
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car* reform has yet to be developed.
are highly sensitive to the specifics of fundamental design 
issues such as benefit levels and the subsidies afforded loi

income workers.
ow

income workers. Projections made in the context of prior 
proposals are, therefore, generally not applicable to alternative 

designs.

Previous studies have provided estimates addressing only the 
effects of an employer mandate on the overall demand for labor. 
These analyses project a decline in labor demand ranging from 
60,000 jobs to up to 1.5 million jobs. These projections 
incorporate widely varying assumptions about the ability of 
employers to shift costs and the sensitivity of employment to 
these costs, factors about which there is no broad consensus 
among analysts. The high job loss analyses use worst case 
assumptions and make a short term point in time estimate. The low 
estimates are long term equilibrium state projections. This 
fundamental difference further obviates their comparability.

CONCT.USTONS

A definitive analysis of the total employment effects of health 
care reform has yet to be developed. The results of any analysis

It can be expected that a mandate will have some negative 
employment consequences as employers (primarily small businesses) 
react to increased benefits costs. These can be minimized with a 
transition period that facilitates wage adjustments and 
effectively targeted subsidies, particularly if the subsidies 
efficiently reach employers of low and minimum wage workers. 
These types of subsidies are complicated and potentially very 
expensive but are the key element of a system design in regard 
it's employment effects.

A complete picture of employment effects should incorporate an 
analysis of labor supply shifts and changes in the health care 
industry. Universal coverage may induce movements both in and out 
of the labor force that could be offsetting. The health care 
industry can be expected to increase its share of employment 
after a period of some dislocation. Some of this increased 
employment will be a realignment from other industries, however, 
which decline in size as the health care industry grows.

A reasonable expectation of the employment consequences of health 
care reform would anticipate some job losses in general and 
considerable short term dislocation within the health care 
industry. This would be followed by considerable job growth in 
the health care industry, as people enter work there instead of 
other industries. The long term result of the reform would, 
therefore, be the job losses associated with the increased 
employer costs of hiring workers and some degree of shifting of 
employment into the health oare industry.
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to lose their jobs in the first year of implementation, with 43% 
of this job Iocs falling on workers in businesses with under 20

This study estimates that according to conservative estimates, a 
pay or play mandate with a 7% tax will cause over 712,742 workers

SUMMARY OT STUDIES AND TESTIMONY OP THE BMPDOYMENT IMPACT OP 
MANDATED BENEFITS

Director of Research, Employee Benefit 
Testimony before the United States 

senate committee on Finance, June 9, 1992.

Custer, William S. 
Research institute.

Shells, John. Vice President, Lewin-ICF. Testimony before 
the united States senate Committee on Finance, June 9, 1992.

"Run From Coverage: Job Destruction from a Play or Pay
Health Care Mandate.H Prepared for Richard A. Armey, Joint 
Economic Committee (1992), April 9, 1992.

under a play-or-pay plan, with a 9 percent payroll tax, EBRI 
estimates that between 130,000 and 965,000 jobs could be lost if 
wages and other components of total compensation do not adjust.

The witness was asked to discuss the potential for lost 
employment under the Health America Act, a pay-or-play plan under 
which employers would face the option of providing health 
insurance or covering workers under a payroll tax contemplated to 
be about 8 percent of payroll. Most economists agree that any 
loss of employment resulting from this plan would be concentrated 
primarily among minimum wage workers. It is believed that most 
employers of low-wage workers would choose to pay the tax rather 

than provide insurance.

There is remarkable consensus among economists that the loss of 
employment due to increases in the minimum wage has historically 
been small, with most of the impact concentrated among young 
teens. Lewin-ICF estimates that the loss of employment under the 
Health America Act would be between 23,000 and 63,000 jobs. 
estimate is consistent with independent job loss estimates 
developed by Dr. Kenneth Thorpe, Dr. Karen Davis, and the 
Congressional Budget Office.

Based on a simulation done by the Employee Benefit Research 
Institute (EBRI), between 200,000 and 1.2 million workers could 
become unemployed as a result of a mandate that employers 
provided health benefits. These estimates assume that wages and 
other benefits do not change as health benefits are added.
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Three-fourths of workers ages 18 and younger hold jobs-at- 
risk. 18% of women (91 of men), 16% of African-Americans

The following three studies by CONSAD Research corporation 
were each designed to measure the potential impact of an 
employer mandate on the levels of employment for different 
groups. Information from each study is partly taken from 
previous consad studies.

"Jobs-At-Risk and Their Demographic Characteristics 
Associated With Mandated Employer Health insurance." 
Prepared by CONSAD Research Corporation for The
Partnership on Health Care and Employment, April 1992.

Findings indicate that under a federal pay or play health 
insurance plan, about 9.1 million jobs would be at-risk (12% 
of private sector jobs where workers are employed more than 
18 hours per week). "At-risk" entails dramatic changes in 
the employee compensation package through wages, hours, 
benefits and/or loss of job. It is measured by comparing 
the additional premium costs to wages. By definition, only 
workers earning under $10,000 can ba considered to hold an 
at-risk job. One-third of all employees working more than 
18 hours per week who do not receive own-employer coverage 
would be part of this at-risk group.

Slightly more than half of the jobs-at-risk are held by 
workers ages 19-34 and 57% are held by women. Three-fourths 
of the jobs-at-risk are held by white workers, while one- 
fifth are held by people who have not completed high eohool. 
28% of jobs-at-risk are held by members of families with 
annual incomes less than $10,000.

employees. 
Florida would account for 42% of these job lessee, 
tax would result in the loss of 807,416 jobs.

This study utilized data on payroll costs from the paper, "Pay or 
Play Employer Mandates: Effects on Insurance Coverage and costs," 
by Sheila zedlewski, Gregory P. Acs, Laura Wheaton, and Colin 
Winterbottom, published in the U.S. Department of Labor's JiaaJXh 
Benefits and the Workforce. It then took these costs and 
calculated firm-specific costs and the negative employment 
effects they generated by assuming a demand elasticity of “«73 
for those workers currently uninsured and a demand elasticity of 
-.40 for those workers requiring upgraded insurance. These 

estimates of demand elasticity were considered to bo conservative 
in light of the evidence that the short run demand is very 
elastic (-0.87 to -1.20) for workers with the characteristics of 

uninsured workers.

The four states of California, Texas, New York, and
- - - A 9% payroll
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risK. 18% or women (9% of men), 16% of African-Americans 
and Hispanics (12% of white workers), and 83% of workers 
earning less than $B,000 per year also hold jobs-at-rlsK.

This analysis excludes workers employed lees than 17.5 hours 
per week and assumes an employer premium share of 75%.

"Employment Impacts Associated With Proposed Employer 
Health Insurance Options." Prepared by CONSAD Research 
Corporation for the Health Care Financing Corporation, 

March 1, 1993.

This study estimates the effects of four health care reform 
proposals on employment- 5936/ S* 1227f the California
proposal, and the Jackson Hole Group proposal. The Study 
concludes that H.R. 5936 would have the smallest impact on 
employment (200,000 to 400,000 jobe-at-riek), the California 
proposal would have the second smallest impact (7.3 to 9.4 
million jobs-at-risk), S. 1227 would have the third smallest 
impact (12.5 to 15.6 million jobs-at-risk), and the Jackson 
Hole proposal would have the largest impact (20.1 to 21.8 
million jobs-at-risk). By comparison, the study estimates 
the number of jobs-at-risk to be 16.3 million in a scenario 
where employers would be required to contribute all 
employees' health care coverage at the same rate they 
currently contribute to their insured employees.

The study found that the demographic characteristics of 
workers who experience the greatest job impact for one 
health proposal would be most affected by the other 
proposals.

"The Employment Impact of Proposed Health Care Reform 
on Small Business." Prepared by CONSAD Research 
Corporation for The NFIB Foundation, May 6, 1993.

This study Utilizes the same methods as CONSAD's earlier 
report for HCFA, only this report also includes the Heritage 
Foundation proposal.

In establishments with fewer than 500 employees 
(representing 68.7 million private-sector workers), it was 
concluded that both the Heritage Foundation proposal and the 
House proposal would result in a negligible total of jobs at 
risk, while the California proposal would result in 9.6% of 
total private sector employment in jobs-at-risk (6.6 million 
workers), the Senate proposal would result in X6.7% in jobs- 
at-risk (11.5 million workers), and the Jackson Hole Group 
proposal would result in 23.6% in jobs-at-risk (16.3 million 
workers).
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Mitchell, Olivia. 
Packages."

In general, the literature suggests that when labor costs rise by 
10 percent, overall labor demand will be reduced by 1 to 5 
percent. Mandating employers to provide health benefits is 
likely to alter relative labor costa in addition to overall labor 
costs; this will likely induce employers to substitute away from 
low-wage, low-skilled employees toward more highly-skilled labor 

and capital.

' Many researchers have equated the mandating of health benefits to 
an increase in the minimum wage. Nearly every study done in this 
area has concluded that raising the minimum wage by 10 percent 
results in a 0.5 to 3 percent reduction in employment among 
teenagers, with a much lesser effect among adults.

The literature also suggests that absenteeism would increase ae a 
result of an employer mandate, since the value of the benefit to 

•workers is not affected by a few additional absences. If health 
coverage were mandated, changing jobs would be made easier, 
leading to higher recruitment and training costs, which reduces 
productivity and output. In addition, more people might be 
induced to enter the labor force, as was seen in a study where an 
increase in unemployment insurance payments by 20 percent 
increased the fraction of women working by 1 percent and raised 
the hours worked by women by 121.

"The Effects of Mandatory Benefits
1 In Research in Labor Economics. Eds. L. Baeai, 

D. Crawford and R. Ehrenberg. Greenwich, CT: JAI Press,

1991: 297-320.

In this study, Kierman compares the first order effects of 
mandated health benefits to ths impact of raising the effective 
minimum wage. Estimates of the employer cost of mandated 
coverage range from 10 to 40 percent of the annual wages of full- 
time workers earning the minimum wage. From this, it was 
concluded that a ten percent rise in the minimum wage would yield 
a less than two percent decrease in employment. However, it 
should be noted that the recent increase In the minimum wage 
combined with the potential imposition of a mandated benefit will 
result in increased uncertainty as to the exact magnitude of the 
employment effects.

In terms of the affected population, workers who would lose their 
jobs and/or wages will be concentrated among those who currently 
do not have employer-provided insurance (about 13 percent of all

Klerman, Jacob Alex.
Benefits." In paalth Benefits and the Workforce. 
Department of Labor, Pension and Welfare Benefits 
Administration, 1992.
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Karen Davie, Professor of Economics and Chairman, Department
o of Health Policy and Management, Johns Hopkins University 

School of Hygiene and Public Health. Testimony before the

o

I

workers), as well as among those who are currently covered by 
another family member’e employer (about 25% of all workers). 
These workers are likely to be young and part-time workers of 
small employers, many of the same workers who are currently 

uninsured.

United States senate Committee on Labor and Human Resources, 
100th Congress, November 4, 1987.

The testimony was regarding S. 1265, the Minimum Health Benefits 
For All Workers Act of 1987. In her testimony, Ms. Davis cited a 
study which used the Data Resources Institute econometric model 
to predict that there would be a loss of about 100,000 to 120,000 
jobs from mandating insurance coverage on employers (adding about 
.1 percentage points to the unemployment rate). Much Of the 
unemployment effect will be concentrated among African American 
teenagers. It was emphasized that this study may actually 
overestimate the loss of jobs, since it does not consider the 
creation of jobs from new health services (which Davis estimates 

to be about 100,000 new jobs).

The sectors of the economy most likely to be affected by the 
mandate are retail trade, the service sector, and the 
construction sector—sectors which have less impact on 
international competitiveness.

In her testimony, Davis criticized a study done by Gary and
Aldona Robbins for the Institute for Research on the Economics of 
Taxation (IRET), which estimated a loss of one million jobs from 
the same proposed legislation. Davis claimed that the 1KET study 
overestimated the per worker cost of the 5. 1265 benefit package, 
it assumed that most employers would have to upgrade existing 
coverage, it failed to account for coordination of benefits to 
avoid duplicate coverage, and it did not consider the creation of 

any health services employment.

Dr. Edward M. Gramlich, Acting Director congressional Budget 
Office. Testimony before the United States Senate Committee 
on Labor and Human Resources, 100th Congress, November 4, 

1987.

While the testimony does not focus on unemployment resulting from 
mandated benefits as much as it does on cost estimates, some 
unemployment estimates are provided. Gramlich believes that 
Karen Davis is likely to be close to reality in her estimate of a 
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The author also indicates that the reduction in employment 
predicted is not necessarily caused by workers being discharged.

The author points out that the literature on the impact of 
raising the minimum wage on employment is generally in agreement. 
The more than two doaen time series studies on the estimated 
impact of a 10 percent increase in the minimum wage on teenage 
employment find that the reduction in employment amounts to 1 to 
3 percent. This translates into an estimated increase in the 
teenage unemployment rate in a range from o to 3 percentage 
points. The popular belief that these employment effects 
adversely affect African American teenagers more than white 
teenagers has only been verified from about half of the studies 
done.

Brown, Charles. "Minimum Wage Laws: Are They Overrated?" 
Journal of Economic Perspectives. Volume 2, Number 3, summer 
1988, pp. 133-145.

Gary Robbins, president of Fiscal Associates, incorporated. 
Testimony before the United States Senate Committee on Labor 
and Human Resources, 100th Congress, November 4, 1987.

Gary Robbins and Aldona Robbins are co-authors of Mandating 
Health Insurance, a project done for the Institute for Research 
on ths Economies of Taxation (IRET). They estimated that S. 1265 
would result in a loss of 1 million jobs (largely as a result of 
an estimated $100 billion increase in employer-provided health 

insurance costs.

In reconciling the differences between their estimates and the 
estimates of researchers who found less of an impact on 
employment, Robbins claimed that survey data indicate that many 
existing employer-provided plans would not meet the minimums 

specified in S. 1265.

The burden of increased payroll costs would fall more on those in 
labor intensive sectors of the economy, more on small businesses, 
and more on low wage workers.

loss of 100,000 jobs from an employer mandate of a minimum health 
insurance package.

Gramlich also cited the Minimum Wage Study Commission, which 
concluded from the existing literature that a ten percent rise in 
the minimum wage would reduce total employment among teenage 
workers by one percent to three percent. The overall effect on 
adults would likely be minimal.
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Workers in retail trade, services, and low-wage manufacturing may 
be particularly vulnerable to reduced employment. The author 
believes that the estimates provided are conservative.

since turnover rates in minimum wage jobs are very high.
One surprising conclusion is that even under the assumption that 
the minimum wage had no employment effect, its effect on poverty 
or the income distribution is not very large. For example, in
1976 when the minimum wage was S2.30, earnings of workers making 
less than $2.80 per hour accounted for only 11 percent of the 
after-tax, after-transfer income of the poorest fifth of all 
households. Thus, raising the minimum wage substantially does 
not raise the Income of the poorest households by much at all.

"Effects of Mandatory Pensions on Firms, 
Workers and the Economy." In Government Mandating of 
Employee Benefits. Edited by Dallas Salisbury. Washington 
D.C.; Employee Benefit Research Institute, 1987.

The effect of a mandatory universal pension that would provide 
for a minimum 3 percent defined contribution each year and a 
participation standard of age 20, one year of service, and 500 
hours worked, with 5 year vesting would have cost $12 billion in 
1902. The author estimates that thio would have resulted in an 
increase of .05 of one percentage point in the unemployment rate 
in the first year. In the short run, 160,000 jobs would have 
been lost, while in the long run, 60,000 jobs would have been 
lost, one half of jobs lost would be lost by workers in firms of 
fewer than 25 employees and another 21 percent would be lost by 
workers in firms of 25 to 99 employees.

Chollet, Deborah. "Public Polidy Options To Expand Health 
Insurance Coverage Among the Nonelderly Population." in 
Government Mandating of Employee Benefits. Edited by Dallas 
Salisbury. Washington D.C.: Employee Benefit Research 

Institute, 1987.

Imposing a mandatory minimum health insurance benefit is 
presumably equivalent to raising the minimum wage in its effect 
on employment in low-wage jobs. In reviewing the literature, 
among teenagers, a 10 percent increase in the minimum wage 
reduces employment by 1 to 3 percent. This figure, however, 
might be somewhat misleading because many teenagers who would 
otherwise look for work, stop looking for jobs and thus are not 
counted in unemployment statistics. The unemployment effect 
might actually be greater among adults with similar wages to 
teenagers, because these adults have a stronger attachment to the 

labor force.
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The data for this analysis was produced by the ICF Employee 
Benefits Cost Allocation Model, 1979-1980, using the quarterly 
model of the U.S. economy developed by Data Resources, Inc. 

(DRI).

Mitchell, Bridger M. and Charles E. Phelps. "National 
Health Insurance: Some Costs and Effects of Mandated 
Employee Coverage," Journal of Political Economy. Vol. 84, 
NO. 3 (1976), pp. 553-571.

This paper estimates that the consequences of mandating employers 
to provide insurance for their employees and dependents would 
cause a short-run increase in the unemployment rate of 0.3 
percentage points for a low-coverage plan and an increase of 1.4 
percentage points for a high cost plan. Most likely, employers 
would accomplish the change in the employment pattern by reducing 
the rate of new hiring and postponing the replacement of 
employees who quit. Essentially there would be no long term 
effects on employment, except for workers at or near the minimum 

wage.

The sectors with relatively large unemployment effects are 
agriculture, construction, wholesale and retail trade, and 
services. If payroll taxes were used instead of an employer 
mandate, similar but less pronounced employment effects would 
result. In addition, the authors predict that for a high 
coverage plan, the average increase in mandated premiums would be 
2.9 percent of wages, which would be recouped in 4 to 5 months of 
no nominal wage increases if inflation and productivity increase 
at a combined a percent annual rate.

The data for this paper are 1975 projections of data from the

1970 Health Care Survey.
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for the Steelman Commission.)

HEALTH CARE COSTS AND THE ECONOMY

Out-of-control health care costs affect not only the financial well being of individuals and 
employers coping with them directly. They also hurt the economy at large. When health spending 

rises relentlessly faster than overall economic growth...
It defers money from other consumption spending, chiefly by dampening the growth 

of cash wages. The bulk of health care spending is charged to employers’ total labor costs in the 
form of Medicare taxes and company-paid health insurance. Since the growth of total labor costs

growth, the less is left to pass onto workers as raises.
FACTS: The Bureau of Labor Statistics reports that from June 1980 to 

June 1992, the average weekly wages of production and non-supervisory workers, 
adjusted for inflation, fell from $235 to $218. Rising employer health care costs 

were a central reason.
* Reduced consumption spending economywide means a lower overall 

standard of living. Kenneth Thorpe, a health economist at the University of North 
Camlina projects that the growth of health spending (from 12% of the economy 
in 1990 to 32% in 2020) will shrink other consumption from 55% of economic 
activity to 38% - a drop of nearly a third in the relative living standard. 
It defers money from investment, from which future economic growth arises. In the 

Thorpe study just cited, investment - from education and infrastructure to savings and business 
capital formation — would drop from 15% of the economy in 1990 to 10% in 2020. The 
Economic and Social Research Institute calculates that through 1997, the annual increase in 
health care spending will absorb an average 28% of each year’s total economic growth. 

It balloons the federal deficit and cripples the abilities of government at all levels. 
Medicaid is the fastest-growing item on nearly every state budget, soaring from an average 9% 
of state spending in 1980 to 19% in 1990 and to an estimated 26% by 1995, according to the 
National Governors Association. Medicare, Medicaid and other federal health care spending are 
a solid roadblock to closing the nearly $400 billion-a-year budget deficit Lewin-ICF projects that 
health care spending will consume 50% of the expected $783 billion increase (in nominal dollars) 
in federal revenue from 1993 through 1997. Social Security will consume 26% and interest on 
the federal debt, 18%. That would leave a mere 6% of the increase for all other spending needs.

SEE ALSO: discussion of health care and employment m "Other Health Professionals," 

section on HEALTH PROFESSIONALS.



HF.AT TH CARE COSTS AND THE ECONOMY - continued

SOURCES - continued

The following is excerpted from E

October 1992

A-50
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Walter B. Maher, Director, Federal Relations, Chrysler Corp.
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How Rising Costs for 
Private Health Insurance 
Affect the Economy

human resources policy; Karl Volpe, health care; Rae Bond, press/public affairs. 

(202) 624-5898.

In the United States, most people's health care 
is financed through employment-based insur­
ance plans. Such plans dominate the market 
because they are implicitly subsidized by the 
government: when employers provide health

ic Implications of Rising Health Care Costs 
a Congressional Budget Office study published in October 1992:

4 economic implications of rising health care costs

insurance as a fringe benefit, they can deduct 
it as an expense, but employees do not have to 
pay income tax on it. Employer-provided 
health insurance is also not subject to payroll 
taxes. In essence, employees whose jobs offer 
insurance can pay for it using pretax income, 
which encourages them to buy more insurance 
than they otherwise would.

As the costs of health care have risen, more 
people have become concerned that the ex­
pense of providing these benefits has impaired 
the private sector of the economy. For ex­
ample, some analysts claim that these costs 
have reduced the ability of U.S. firms to com­
pete in the world marketplace. This study 
finds that such concerns are overstated.
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In the short run, unanticipated increases in 
health care costs could affect employment, 
profits, and competitiveness, although the pat-

Why Do Insured Workers 
Ultimately Bear These Costs?

1970

To answer this question, one must look at the 
self-interests of both employers and employ­
ees. In a competitive environment, employers 
seek to keep the total compensation of workers 
in line with labor productivity. If the real cost 
of insurance to employers goes up by a dollar 
(and the additional expenditures on insurance 
do not affect productivity), employers face 
strong pressure to cut a dollar from some other 
form of labor compensation, such as real 
wages. Employers who fail to make this ad­
justment would be raising workers’ compensa­
tion above their productivity, an action that 
could create unsustainable losses. Such losses 
could make it difficult for a firm to raise funds 
for maintaining and modernizing its capital 
stock and could lead to bankruptcy.

tern of these effects would vary company by 
company and is difficult to predict. Unan­
ticipated costs would probably be most sig­
nificant for firms with long-term labor con­
tracts, but they could also affect companies

There are other reasons, however, to be seri­
ously concerned about the rising cost for pri­
vate health insurance. The sharp rise in 
health costs, together with slower growth in 
productivity and total compensation, are the 
main reasons for the weak growth in workers' 
real wages and salaries over the past 20 years 
(see Figure 3). Between 1973 and 1989, two 
years in which the economy was operating 
close to full capacity, employers’ contributions 
to health insurance absorbed more than half of 
workers' real gains in compensation, even 
though health insurance represented 5 per­
cent or less of total compensation. Thus, the 
higher costs for health insurance have had a 
significant impact on household budgets.

that have implicit contracts with their work­
ers to maintain real wages at certain levels. 
But unanticipated health care costs probably 
do not have strong and persistent adverse ef­
fects on economywide profits and competitive­
ness.

At the same time, health insurance pro­
vides a valued service to workers, which 
means that they would be willing to give up 
some of their income to obtain it, just as they 
spend income to buy other goods and services

A-51

SOURCE: Congressional Budget Office based on data 
from the Department of Commerce, Bureau of 
Economic Analysis.

NOTE: Deflated by the consumer price index for all urban 

consumers.

Figure 3.
Inflation-Adjusted Compensation 
and Wages per Full-Time Employee: 
Actual Data and 1973-1989 Trends

Thousands of 1989 Dollars
32---------------------------------------  

Although employers initially pay a signifi­
cant portion of employer-provided health in­
surance, in the long run employers shift most 
of their costs to workers in the form of lower 
wages or less generous nonmedical benefits. 
Because workers largely bear these costs, the 
rising cost for insurance generally has little 
direct effect on the international competitive­
ness of UK companies (although there could 
be an indirect effect on competitiveness if 
higher health costs increase the size of the fed­
eral budget deficit, as discussed later). Like­
wise, business profits are probably not affected 
much, except for those of firms that have un­
funded retiree health benefits.



October 1992

A-52

6 ECONOMIC IMPLICATIONS OF RISING HEALTH CARE COSTS

made the availability of employment-based 
insurance more important in choosing a job.
The result has been to reduce the flexibility of 
the labor market and possibly to hamper its 
ability to respond to new challenges and op­

portunities.

The Effects on the Shape and 
Structure of the Labor Market

How Do the Costs of 
Government Health 
Programs Affect 
Government Budgets 
and the Economy?

2. Discretionary spending is divided among three cate­
gories: riefense, international, and domestic. The do­
mestic programs include education, training, social ser­
vices. health care and research (excluding Medicare and 
Medicaid), income security and veterans' affairs, the en­
vironment and natural resource management, and 

transportation.

If insurance were fully valued at the em­
ployers' cost, workers would be willing to pay 
that aw mint in the form of lower real wages. 
But even if workers do not fully value health 
insurance, it seems likely that they would 
eventually bear most of these costs anyway. 
Because many workers who have insurance 
are unlikely to drop out of the labor market or 
otherwise reduce their hours significantly 
when real wages decline, employers can shift 
the costs of health insurance to them with 
little adverse effect on production and profits.

Although workers probably bear the em­
ployers' costs for insurance, they do not pay for 
the whole cost of insurance; a portion of that 
cost is subsidized through the tax system. Of 
course, someone must ultimately pay for the 
subsidy, but where the burden finally falls is 
difficult to discern. For example, although the 
subsidy could be paid for by higher taxes on 
some people, it could also be borne by others in 
the form of reduced public services or, alter­
natively, by future generations in the form of 
a larger federal debt. Despite these analytical 
uncertainties, an increase in the subsidy (be­
cause of higher costs for insurance) would 
probably increase the size of the federal bud­
get deficit under current policy because there 
is no automatic mechanism to offset such reve­
nue losses with either spending cuts or tax in­

creases.

The rising costs for health insurance may 
have also distorted the shape and structure of 
the nation's labor markets. That may explain 
why some employers have moved low-wage 
workers to part-time status with no insurance 
or eliminated the lowest-paid positions and 
hired independent contractors to do their jobs 
instead. For example, many firms no longer 
have janitors, gardeners, cafeteria staff, and 
general-duty workers on their payrolls; in­
stead, those tasks are done by independent 
contractors. Higher health costs have also

The growth in health care costs imposes 
anhatantial pressures on government budgets 
as well The federal government's health care 
entitlement programs-Medicare and Medic­
aid-are the fastest-growing portions of its 
budget. Spending on these two programs has 
grown from about 1 percent of GDP in 1970 to 
3.0 percent in 1991. CBO expects that under 
current policy these programs will eventually 
rise to 6.1 percent of GDP by the year 2002.

The increasing share of Medicare and Med­
icaid will make budgeting in the 1990s more 
difficult Just the growth in their GDP share 
between 1991 and 2002 will cost the govern­
ment an additional $313 billion in the year 
2002. By 2002, these increased costs alone 
will absorb 17 percent of total federal reve­
nues and amount to 23 percent of all non­
health spending (excluding net interest) and 
almost half of all discretionary spending.^ If 
they are financed through a larger budget 
deficit, they will raise the interest costs on the 
federal debt by $91 billion in 2002.
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Effects on State and 
Local Budgets

Rising health care costs have exerted similar 
pressures on the budgets of state and local 
governments. Their spending for health care 
as a share of GDP has grown consistently over 
the past decade, and increases in health care 
costs will continue to challenge state and local 
governments in the coming years.

States spent about $100 billion on health 
care in 1991. CBO projects that such spending 
could rise to $244 billion by the year 2000--an 
average increase of more than 10 percent each 
year. Most of this increase will result from an 
escalation in the costs of the Medicaid pro­
gram, although states also provide funds for 
public hospitals, clinics, and public health ser­
vices. In fact, just the growth in Medicaid's 
GDP share between 1991 and 2000 will add 
almost $70 billion to the budget woes of state 
governments.

Because almost all states have balanced 
budget agreements, they will have to finance 
increases in health spending by raising reve­
nues or cutting public services. Illustrative 
calculations suggest that the increase in Med­
icaid's GDP share could absorb 12 percent of 
state revenues (less grants-in-aid) and amount 
to 18 percent of nonhealth state spending (also 
less grants-in-aid) by the year 2002. Thus, 
rising Medicaid costs are likely to crowd out 
other state priorities, such as rebuilding infra-
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and the competitiveness of U.S. industry-de­
teriorated.

structure, funding grants to local govern­
ments for education, or providing tax relief.

Should policymakers be concerned about the 
rapid growth in health care costs? There are 
many reasons to answer yes. First, health 
care markets are not truly competitive and 
therefore do not work very well. Because 
health care spending does not have to meet the 
usual market tests, health resources are not 
allocated efficiently. Too much money seems 
to be spent on procedures that have little val­
ue. At the same time, many people believe 
that too few resources are devoted to preven­
tive care, such as immunizations. Such alloca­
tions may not reflect individual or social pref­
erences, and many U.S. consumers do not be­
lieve that they are receiving their money's 
worth in health care.

In addition, a reduction in federal borrow­
ing would improve the competitiveness of U.S. 
industry. Lower levels of borrowing would 
permit a decline in the real value of the dollar 
compared with that of other currencies, which 
in turn would allow the prices of U.S. tradable 
products to fall in relation to those produced 
overseas. The same process operated in re­
verse in the 1980s; as federal deficits rose in 
the early 1980s, the real value of the dollar 
climbed about 20 percent higher than its level 
in the late 1970s. In turn, the trade balance-

Federal borrowing of this magnitude will 
significantly affect the economy because it 
will cut into private saving that would other­
wise have been used for investment here or 
abroad. CBO's calculations suggest that if 
federal spending on Medicare and Medicaid 
could be held to its 1991 share of GDP, output 
(real GDP) would be about 2.2 percent higher 
than the CBO baseline by the year 2002. In­
comes (as measured by real gross national 
product) could rise even more—by about 2.4 
percent-because servicing costs on debt to 
foreigners would be reduced. Of course, there 
is nothing unique about holding the line on 
health care costs. Many fiscal policies that 
reduce the deficit by the same amount would 
have roughly comparable effects, although the 
precise economic impact would depend on 
which policy was selected.

Effects on the Federal
Budget Deficit

Increases in health costs will lead to larger 
federal budget deficits if policymakers do not 
enact legislation to finance these expenditures 
(either through cuts in other types of federal 
spending or increases in federal taxes). CBO 
projects that under current policy the federal 
deficit, after declining in the first half of the 
1990s, will swell to more than $500 billion by 
the year 2002, largely as a result of increased 
spending for Medicare and Medicaid.

Second, rising health care costs have sig­
nificantly reduced many people’s access to 
medical care. An increasing number of people 
do not receive health insurance from their 
employee Moreover, the costs of individual 
health policies have become prohibitively ex­
pensive for many. Without access to health in­
surance, studies have shown that these people 
receive reduced levels of medical care. Rising 
health care costs seem to be creating a dual 
system of medical treatment in the United 
States. Although most people enjoy access to 
the best and latest care in the world, an in­
creasing number of people are shut out.

Third, rising costs place significant burdens 
on workers. Rising health care costs have 
absorbed much of the growth of employees’ 
real compensation over the past 20 years. To­
gether with the slow growth of productivity, 
the rising costs for health insurance explain 
why workers’ cash wages have hardly grown 
over the past two decades. The squeeze has 
meant that workers have less to spend on 
everything else. This situation has undoubt- 
ably frustrated wage earners who have trou-
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i.e making ends fleet. These frustrations 
probably add to tensions between labor and

pay for it-reflects all these costs. Resources 
are diverted to health care and, as a result, 
both workers and governments have less to 
spend on other priorities. At the same time, 
the distortions in the labor market, and espe­
cially the reduction in national saving that is 
likely to occur as a result of the presstires on 
the federal budget, will reduce investment and 
substantially cut future incomes-in CBO's 
projection, by almost 2.5 percent in 2002 and 
even more thereafter.

Whether these opportunity costs, together 
with costs associated with the growing prob­
lem of the uninsured, exceed the benefits like­
ly from an increase in health care spending, is 
a complex question that lies beyond the scope 
of this study. Without a doubt, the growth of 
costs has gone hand in hand with enormous 
improvements in the ability of doctors to diag­
nose, treat, and even prevent previously in­
tractable conditions. But there is no mech- 
anism-either a market or a government regu­
latory plan-in the current health care deliv­
ery system that ensures that costs will be kept 
in line with benefits. Instead, many factors, 
detailed in this study, encourage higher 
health care spending, and little stands in their 

way.

management as well.

Fourth, rising health care costs have most 
likely distorted the nation’s labor market and 
made it less flexible. Because the costs of in­
surance are now so high, the availability of 
health insurance is becoming a more impor­
tant factor in choosing a job. Moreover, rising 
costs may explain why large companies are 
eliminating positions for low-wage workers, 
such as janitors, and hiring independent con­
tractors instead.

Fifth, rising health costs have also put sub­
stantial pressures on government budgets. 
Health programs are gobbling up a large por­
tion of government resources and are threat­
ening to crowd out other priorities, toe. On the 
federal level, health spending is the only 
category of the budget, with the exception of 
net interest, that is rising as a share of GDP. 
At the state level, increases in Medicaid costs 
will make it more difficult for states to fund 
other programs or provide tax relief.

The opportunity cost of rising health care 
spending-what the nation gives up in order to



Sparing the knife
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drug companies are cutting prices and 
trimming fat in order to sell products to
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Many workers worry about Clinton’s plan. But experts predict that job creation in 

the health services and drug industries should continue—at a slightly slower pace.
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managed-care organizations. The phar­
maceutical industry has announced the 
elimination of 10,000 positions over the 
past two years. In addition, many entre­
preneurs worry that Clinton’s health re­
forms could cause job losses at small 
businesses, where anticipated federal 
payroll premiums, flat premiums for 
each employee or a combination of the 
two will raise costs for companies that 
don’t offer health insurance.

But despite the rampant fears of
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arbara Sterling used to 
care for pregnant moth­
ers with acute asthma 

and high blood pressure. But 
today, the 37-year-old regis­
tered nurse pushes paper in­
stead of pampering patients at 
the University of Illinois Hos­
pital and Clinics in Chicago. 
Several months ago, as part of 
an effort to trim $17 million 
from its budget, the hospital 
announced the elimination of
176 registered nursing posi­
tions, including Sterling’s in 
the OB-GYN clinic. Sterling 
was fortunate enough to find 
work in the pre-admissions 
testing department, but many 
other hospital workers in Chi­
cago may not be as lucky. Just 
down the street, Rush Presby­
terian-St. Luke’s Medical Cen­
ter has announced that it will 
cut 450 to 800 positions this
year. Says Maty Sheehan, di­
rector of nursing at the Uni­
versity of Illinois Hospital and
Clinics, “There is not a hospi­
tal in this metropolitan area 
that is not looking at some way 
to contain costs.”

Displaced nurses like Bar­
bara Sterling are becoming in­
creasingly common in urban ar­
eas across the country today as 
hospitals pare their budgets in 
order to attract business from 
cost-conscious managed-care 
organizations. And President
Clinton’s anticipated health 
care reforms, which are expect­
ed to revolve around purchasing alli­
ances that will shop for the highest-quali- 
ty, lowest-cost care, will only accelerate 
this streamlining. Registered nurses, 
who represent one of the largest labor 
groups in health services-2.2 million 
out of approximately 9 million workers - 
are feeling the pinch first. Beyond health 
services, the 260,000 U.S. pharmaceuti­
cal workers are also vulnerable because

small businessmen and the recent mon- 
ey-saving_moves at hospitals and phar­
maceutical companies, most analysts be­
lieve that the downward cost pressures 
from Clinton’s health care reforms will 
be mild. As a result, say experts, both the 
health services and drug industries 
should experience slower - but not nega­
tive-job growth. And a recent study in­
dicates that small businesses will see only 
minor job losses. Says David Brailer, a 
professor of health care systems at the
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The cement makers’not add to-the health care'costs~tKat_

long, sweet ride
iikeb/benefit. The^reason: Employee sal-

And Washingtons new environmental war

o

Lafarge Corp.’s Paulding cement plant congressional study. But the fact is, more

tional insurance plans mcIuBe pre-e?dst-

alysts agree that the rapia'gfowth'rate in 
.U.S. medical costs, which is pushing up-

back many companies, is far more devas-

By Sara Collins Waste not. A Bath, Pa., cement plant built to bum coal now bums wastes, too.

U.S.News & World Report, July is. 1993
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plan will rgsulLin sojne economic pain? 
But most economists and health care an"

n flat farmland outside
the town of Paulding,

Ohio, sits an agglom­
eration of storage tanks, con­
veyors and long, rotating kilns 
that bum 60,000 tons of haz­ 
ardous waste a year. Yet ask

. i.

isn’t likely to come to mind. 
What does is the new Waste 
Technologies Industries incin­
erator located clear across the 
state, in East Liverpool.

The newer facility got a lot 
j  of attention last December

anyone who lives nearby about Ohio’s when Vice President-elect Gore threat­
major burners of toxic substances and the ened to keep it from opening pending a" Boosting productivity. If he makes 

good on his promise to offer health in­
surance to everyone regardless of medi­
cal condition, Clinton’s reform plan 
could- also helplmake U.S.' companies

America’s . budget ^deficit and~holdjngy

fating to jpng-term-gfowtlf'lliah'health” 
care refonn will ever be.'~~ ■
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”mg .CQndition. clauses'that require em- 
ployeesjpjvait. before the plan provides 
coverage. But a study by the EmpTo'yee' 
Benefits Research Institute in Washing­
ton, D.C., found that only 12 percent of 
those surveved-ever turned down a job 
Because it did not offer medical bene- 
’fits. Says Mark Pauly, a health econo­
mist at the University of Pennsylvania, 
“This is a serious problem affecting only 
a small segment of the labor force.”

It’s clear_that Clinton’s health care

I '

their current health care costs. But the 
Clinton administration insists that the " 
payroll tax or flat premium will: replace - 
T" *JJ *“ ‘*— *“-***•---------- -
more than 60 percent of small- and medi­
um-sized businesses curreryly pay. And if~ 

mium—which would tax all employers at 
the same rate-small businesses would

-sr =

Tewer than 26_worigrs_compar£d_with 
130,100 f6r~bustnesses.with-n}Qr<Lthan 
LOGO workers. In essence, this means that 
largFTbmpanjerwouId'sybsidize ’small 
ones. Moreover, the White House prom- 
ises that its health care plan will phase in., 
any payroll taxes over timeaaiLthat the 
plan will include a subsidy pr tax incen- 
tive to alleviate the shock of new ex­
penses fpLsmall?businesses. “
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more productive by allowing workers to 
leave jobs they have outgrown'without 
fear of losing their insurance. Such a 
plan w'ould help-John Sullivan, a 42- 
year-old Indianapolis"~lawyer.- Sullivan 
has a 5-year-old daughter with acute^ 
asthma who receives special treatment? 
four times a day and has been hospital­
ized three times at a cost of $10,000 per 
stay. Because her pre-existing condition 
makes her a significant liability for an 
insurance company, if Sullivan were to 
change jobs he could have trouble ob­
taining insurance from a new employer. 
“If I wanted to change jobs,” says Sulli­
van, “I would be taking a $10,000 risk.”

According to KPMG Peat Marwick, 
63 percent of businesses with conven-
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.impact on employment.”
There are several explana-

"rr.

WALKING TO A NEW JOB

>_*
says she “would probably hire_fewgr

of Lewin-VHUa. Virginia health’cafe-

But regulation-weary entrepreneur^ 
Fike Sharon'Miller stilTworry about the 111 iiivii vvaiJj iiiaiij

do_payjpremploy<
the tax as an additii

Clinton's plan could boost some companies ’productivity by allowing workers with 

medical problems to move to new jobs without losing their health insurance.

F’X: ji

have a dramatic effect on the number 
of jobs or growth rates on a long-term 
average basis.” Merck, a New Jersey­
based pharmaceutical company that 
employs 20,607 U.S. workers, is a case 
in point. The company offered early re­
tirement incentives to 1,600 employees 
this spring, but it still expects to see 
slight growth in employment over the 
next decade.

Experts also believe that small-busi­
ness layoffs won’t be widespread if^ 
jainton’s'plaiTfdfTfealtfi’ care reform 
utilizes payroll premiums? John Shells' 

consulting firm, has told Congress that 
a payroll premium of 8 percent would 
result in a loss of 23,000 to 63,000 jobs.'

Uniicisity. Of Pennsylvania, 
‘“Reforming the health care sys- 

'tem is not going to have a major

continue, says Tom Runiewicz 
of the WEFA Group, a Penn- 
sylvania forecasting firm, but it 
will ease from the 4 to 5 percent 
annual rate of the last five years O’SiS 
to about 3 to 4 percent. “In­
stead of going 50 miles per
hour,” says Runiewicz, “health 
services employment will be go­
ing 30 miles per hour—slower 
but still going forward.” Many 
analysts believe this slowdown _ 
in job creation will be less dam- 
aging to the economy than con-~ ’ 

’tinued increases in health care costs, 
which grew at a real annual rate of 5.5 
percentover thFlast decadFandare con­
tributing to the nation’s budget deficit. 
‘The cost'of failing to get costs under 
control?’ says Joshua Weiner

tributing to"the'natidh’s'budget deficit. 
‘The cost of failing to get costs under 
control?’ says Joshua Weiner of the 
Brookings Institution, “will be much 
larger than any impact [on the economy] 
through health reforms.”

Job growth in the pharmaceutical in­
dustry is expected to follow the pattern 
of health services. Paul Bishop of the 
WEFA Group points out that the cur­
rent employment growth rate in the 
drug industry of 2 to 3 percent is slower 
than in the boom period of the late 
1980s, when job growth averaged more 
than 5 percent a year. But, says Bishop, 
the rate today is in line with the indus­
try’s 2 percent average annual growth 
rate of the last decade. And, says Bish­
op, even health care reform “will not 

so

terprise Group and National Small Busi­
ness United, an association for small 
businesses, 81 percent of trompanieswith 
fgwer than 500 employees were opposed 
to a payroll tax. Those companies sur­
veyed that do not currently offer health 
insurance objected to a sudden increase 
in their costs; many of the companies that 
do pay for employee health benefits saw 
the tax as an additional expense on top of

U.S.NEWS & WORLD REPORT, JULY 19,1993

bottom-line impact of reform.’Miller, 
who owns three small companies in

Midlan^Mich., now offers health 
.benefits ta her workers. ShTTielleyer 
that buying health "insurance through’- 
jone of Clinton’s purchasing alliances 
would reduce the 10 to 15 percent annu: 
51 rate of growth in her premiums. Still] 
if forced to pay a payroll tax or a flat 
premium for each employee, Miller_ 
says sHe~“wouI3 probably hire fewer
workers.”

Miller is hardly an exception. In a re­
cent survey by the Arthur-Andersen En-

i

tions for this surprising finding. 
Even with Clinton’s health re­
forms, demand for medical care 
will almost certainly increase. 
That’s because America’s aging 
population will require more 
from the health care system in 
coming years. In addition, the 
increasing emphasis on preven­
tive medicine should boost job 
creation in outpatient clinics 
and home health care, where 
growth in employment has aver­
aged 17 percent per year since 
1988. Finally, Clinton’s pledge 
to provide health coverage to 37 
million uninsured Americans 
means there will be more work 
for the health care industry.

Slowdown. This is good news 
for the economy. The health 
services industry created 1.4 
million jobs between 1988 and 
1992, half the total positions 
produced in America. Job 
growth in health services will



If those estimates are correct, reform not only would help dampen inflation 
and slow the rising federal budget deficit, it would also ease the tremendous 
impediment that high health care costs have put on U.S. employers as they 
compete with the Japanese in world markets.

Mark Zandi, an economic consultant in West Chester, Pa., likened the economic 
effect of Clinton’s health care reform plan to the decline in gasoline prices in 
the 1980s. While it ultimately proved to be a boon to the economy, it brought 
considerable short-term hardship, especially in oil-producing states.

"In the long term, health care reform is an unambiguous positive," Zandi 
said. "But initially, certain elements of the health care industry, and those 
employers who are going to pay for it, are going to suffer negative 

consequences."

While the President’s plan for reform will not be unveiled at least until 
September, the plan’s general outline is already known: Clinton favors using a 
combination of free-market forces and price controls to restrict health care 
spending and provide coverage for all Americans.

In the long term, Clinton’s proposal is expected to ease the pressures that 
have fueled a nearly sevenfold increase in U.S. medical expenditures in the last 
three decades. By some estimates, it could trim health care spending by more 
than $700 million by the year 2000.

Health Care Reform Prognosis: Pain in the Early Stages
7/6/93, L.A Times

When President Clinton pledged to reform the health care system, he promised 
that his efforts would improve U.S. economic competitiveness in the world by 

slowing the growth in medical costs.

Yet, with the President’s proposal still being drafted at the White House, 
there is evidence that health care reform will bring slower growth, fewer jobs 
and smaller profit margins long before it pays the economic dividends that 

Clinton has promised.

In anticipation of health care reform, some companies are already deferring 
hiring, hospitals and drug companies are laying off workers, managed-care 
companies are declining to sign up new specialists and the pharmaceutical 
industry’s stock prices are in a tailspin.

Such hardships are to be expected, according to some economists, whenever the 
government sets out to revamp an industry as vital to the economy as health 

care.



Most economists say they agree with the principal goal behind Clinton’s plan.

their workers, the cost of doing business would increase.
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Lewin-VHI, a consulting firm in Alexandria, Va. "The increase in demand will

services surely will increase once these people are insured, she predicted, the

«

Yet despite an anticipated increase in demand, many sectors of the health

economists predict that the economic disruption it causes could shave between 
0.2% and 0.5% off the nation’s annual economic growth rate and deprive the

care industry are girding for leaner times because they expect the President’s 
plan to impose a new cost-cutting discipline on them.

"The health care industry has been growing in recent years in anticipation of

other forecasters predict a nearly $50-million increase.

Audrey Freedman, a well-known labor economist in New York City, cautioned 
that, even though 35 million more people would be insured under Clinton’s plan, 
demand will not increase as dramatically as those numbers suggest.

Freedman said many uninsured people now receive treatment but often not until 
they need high-priced emergency care. Thus, while the demand for routine 
services surely will increase once these people are insured, she predicted, the 
demand for emergency care is likely to decline.

As the President has stated repeatedly: "We will never revive oureconomy or 
cope with the deficit until we get health care costs under control."

In the first two years after enactment of health care reform, however, some

for medical services initially as 35 million currently uninsured people are 
provided with coverage. Increased demand could, in turn, fuel a surge m 
inflation in the first few years after reform.

"Initially, it means a giant increase in demand and a lot more money going 
into the industry.. .," said John Shiels, a health care economist for 
Lewin-VHI, a consulting firm in Alexandria, Va. "The increase in demand will 
also create bottlenecks, causing price increases in areas where there are 

shortages."

Estimates vary widely on how reform will affect overall health care spending 
in the first few years. According to a summary of economic forecasts published 
recently by Congress’ Office of Technology Assessment, some analysts foresee an 
initial annual savings of nearly $22 million under Clinton’s reform plan, while

economy of as many as 750,000 new or existing jobs.

Hardest hit would be the Northeast and Midwest, whose economies are more
dependent on the health care industry, the economists said. In the South and 
Southwest, where a higher percentage of employers do not now offer health 
coverage to their workers, the cost of doing business would increase.

While health care reform is supposed to dampen demand for expensive medical 
services in the long run, some economists predict that it will increase demand



Layoffs already are spreading through the hospital industry. At Rush-St. 
Luke’s Hospital in Chicago, for example, the management recently announced plans 
to lay off about 800 employees.

If the shortage of primary-care physicians continues, as expected, Reinhardt 
predicts that market forces will quickly boost pay for lower-paid general 

A recent survey conducted by Group Health Assn, of America, a trade group, 
and the U.S. Public Health Service, found that more than half of the nation’s 
health maintenance organizations are finding it increasingly difficult to 
recruit primary-care physicians.

Likewise, some economists predict that Clinton’s health care plan will cause 
hundreds of small insurance companies to go belly up. The plan favors the big 
insurers that already are abandoning high-priced indemnity health insurance in 
favor of establishing more economical managed-care networks of physicians.

Under the system of managed care that is fast supplanting indemnity health 
insurance across the nation, primary-care physicians are supposed to act as the 
"gatekeepers" who control patient access to high-priced specialists. But 
insurers reported that there is already a critical shortage of primary-care 
physicians and a surplus of specialists.

Hospital officials say they expect to feel the crunch almost immediately, 
especially if Congress also follows through on a plan to cut Medicare payments. 
Hundreds of hospitals are likely to close in the next few years under pressure 
to eliminate excess capacity, according to the American Hospital Assn., and many 
of those that remain open will be forced to scale back their operations.

Like hospitals, manufacturers of pharmaceuticals and medical devices are also 
beginning to lay off workers as part of cost-cutting moves prompted by Clinton’s 
criticism of their earlier price increases, according to the Pharmaceutical 
Manufacturers Assn. Drug industry stock prices are down 15% so far this year.

"It will wipe out many small insurance companies and wreak havoc on the 
free-standing hospitals and the free-standing clinics that are not part of a 
vertically integrated network of providers," said Uwe E. Reinhardt, a health 
care economist at Princeton University.

Lewin-VHI has estimated that the system advocated by Clinton could save more 
than $11 million.a year in insurers’ administrative and paperwork costs. But 
that also means some insurance company employees involved in billing and 
administration can expect to be out of work.

rising prices as far as the eye can see," Zandi said. "Now, they know they are 
going to have to control growth in costs."



Many economists say they are skeptical of the federation’s projections. 
Reinhardt predicted that no more than 100,000 small-business jobs would be 
lost because of a mandate; Shiels said the figure would not exceed 60,000.

Even many big employers that already provide health insurance are nervous, 
fearing that a proposed new payroll tax to fund health care reform could exceed 
their current outlays. Only in the auto industry, where health care accounts for 
about 20% of total payroll costs, are employers confident that they will be 
paying less under the President’s plan.

Not all of the economic turmoil caused by reform will occur within the health 
care industry, of course. Because Clinton aims to require all employers to 
provide health care coverage, proprietors of many struggling enterprises have 
predicted that they will be forced out of business by health care reform.

Whatever the increased cost of reform, Shiels predicted, it will result in 
lower pay for workers. "The only thing that Karl Marx managed to get right," he 
said, "is that in the end the worker pays all of the bills."

As Freedman put it: "Leaving the system alone is a decision too, and an 
expensive one."

The National Federation of Independent Business, which opposes a mandate on 
employers to provide insurance, recently published a list of as many as 18 
million jobs that would be "at risk" if Clinton were to ask all small-business 
owners to foot the bill for covering their employees.

Well-positioned to benefit from the shortage of general practitioners are 
nurses and physician assistants, who are widely deemed to be capable of 
performing many of the less complex procedures usually carried out by doctors. 
But some economists said many nurses are likely to be laid off by hospitals 
before their occupation benefits from the changes wrought by health care reform.

Many employers are frightened by Shiels’ prediction that reform could 
increase the aggregate costs of health care to U.S. corporations by as much as 
$132 million. But until Clinton decides on a financing scheme, these estimates 
are speculation.

practitioners and lower wage scales for high-priced specialists. Soon, he said, 
physician salaries in excess of $300,000 a year will be rare.

While health care reform certainly will require some sacrifice in all of 
these areas, experts were quick to note that Americans also will pay dearly if 
Clinton and the Congress fail to agree on a plan. Unrestrained, health care 
costs can be expected to continue to erode profits and add to the federal 
deficit.



NFIB A Leading Opponent

The 65,000 member National Small Business United, although somewhat more 
moderate in tone, also is likely to campaign against the payroll tax plan, 
according to spokeswoman Marsha Bradford.

To ease the burden on small businesses not providing insurance currently, 
the administration is promising to use government subsidies to phase in the 
requirement over a period of between three and six years, sources told BNA.

"What we’re hearing from our members is that a 7 percent payroll tax would 
cost them about $ 50,000, which they can’t afford," Bradford told BNA. 
"Politically, there will be a battle on this one."

One of the most vocal opponents of any employer mandate is the 
600,000-member National Federation of Independent Business, which plans to lobby 
heavily against the requirement once the bill reaches Congress. In a pre-emptive 
strike against the White House plan, the group recently released a study warning 
that a mandate on small businesses to provide health insurance could cost 
900,000 jobs and place the wages or benefits of 18.3 million workers at risk of 
being cut.

Small Businesses Prepare To Battle Clinton Payroll Tax 
Bureau of National Affairs. 6/16/93

Representatives of small businesses are preparing for a major legislative 
battle with the Clinton administration over financing health care reform with a 
payroll tax, setting the stage for a contentious partisan debate once the bill 
is sent to Capitol Hill.

Along with price controls and global budgets for health care spending, the 
payroll tax financing mechanism is likely to be one of the most controversial 
components of the administration’s health care plan, congressional sources and 
private sector observers told BNA. While Republicans and conservative Democrats 
will oppose the plan in the interest of small businesses, the Democratic 
leadership will pursue passage of the president’s reform package, including 
payroll tax financing, sources predicted.

The White House plan is expected to propose requiring small employers-perhaps those 
with fewer than 1,000 workers-to pay a "wage-based premium" or payroll tax for the health 
care coverage of their workers, defined either as a percentage of payroll or a per person 
amount. While no firm numbers have been set, a 7 percent payroll tax has been mentioned 
by White House officials, along with a matching contribution of 2 percent by individual 
employees, sources said. States may be allowed to set the payment amount 
according to the demographic characteristics and budget requirements of their 

state.
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GOP Opposition Expected

On Capitol Hill, the payroll tax will face stem opposition from Republicans 
and also some conservative Democrats, and may also be obstructed by Sen. 
Chairman Daniel Patrick Moynihan (D-NY), sources predicted.

"Republicans are not enthused about a payroll tax" because of its effect on 
small businesses, Julie James, a minority staff member of the Senate Finance 
Committee, recently told the ERISA Industry Committee. "There is a real concern 
among Republicans that you can’t impose an employer mandate without wreaking 

havoc on the economy."

Another Senate GOP aide told BNA that even moderate Republicans "will reject 
the proposal out of hand" because of the perceived burden on small business. 
The Clinton proposal would "suck money out of everyone’s employment base . . .

The U.S. Chamber of Commerce, with 95 percent of its 215,000 members having 
fewer than 100 employees, also would lobby against a payroll tax financing 
scheme, lobbyist Kristin Bass told BNA. While open to the concept of a mandate 
on employers to offer health insurance if there were subsidies for low-wage 
workers, the Chamber opposes the payroll tax as a vehicle because many of its 
members operate on very slim profit margins, Bass told BNA. According to one 
study, the payroll tax rate could reach as high as 18 percent in some areas if 
states were allowed to set their own rates, she noted.

Also gearing up to oppose the payroll tax is the Healthcare Equity Action 
League (HEAL), a 600-member coalition of employers and health care industry 
groups founded to oppose government mandates and promote incremental reforms. 
Many of HEAL’s larger members are in the food and lodging industry, which 
generally employ lower-wage workers without health insurance benefits.

The payroll tax is "totally inconsistent" with HEAL’s mission statement and 
"would only increase the burden on small businesses who are struggling to 
provide insurance now," Joan Simmons, a member of HEAL’s board of directors, 

told BNA.

Not all small business representatives are unequivocally opposed to a 
payroll tax, however. The Small Business Legislative Council, an coalition of 
approximately 100 trade and professional associations, may be receptive to the 
concept if the plan also firmly controls health care costs, analyst John Satagaj 
told BNA. At least two-thirds of small employers currently provide health 
insurance, and most would benefit financially if their health care costs were 
held to 7 percent of payroll, he said.

"We have a bias against mandates, but we’re not going to rule anything out 
until we see how it all fits together [in the plan]," he added.



[and] give it to little IRSs" that run the health system, the aide said. "It’s 
not going to fly."

Some conservative Democrats are expected to join Republicans in attempting to 
quash the payroll tax proposal. Rep. Jim Cooper (D-Tenn), the chief sponsor of 
managed competition legislation introduced last year (HR 5936), recently called 
the employer mandate "a clumsy and inefficient way" to ensure universal access. "In a 
jobless [economic] recovery, you need to make sure you don’t punish job creation," he said.

Perhaps an even more formidable obstacle will be Moynihan, chairman of the 
Senate Finance Committee, which has primary jurisdiction over financing health 
reform. Aides to Moynihan told BNA that historically the senator has had 
concerns about using a payroll tax for various purposes, but emphasized he has 
not yet taken a definite position on the Clinton health plan one way or the 
other. "He has made some statements about job loss, but he is not in the school 
of anti-mandates," one aide said.

Those who did support play-or-pay still hold key positions in the Senate, 
however, and can be expected to be leading advocates of Clinton’s payroll tax
plan. Chief sponsors of that legislation included Senate Majority Leader George 
Mitchell (D-Maine), Senate Labor and Human Resources Committee Chairman Edward 
Kennedy (D-Mass), and Sen. John D. Rockefeller (D-WVa). Payroll tax financing is 
also likely to be supported by House Ways and Means Committee Chairman Dan 
Rostenkowski (D-Ill), also a previous supporter of play-or-pay legislation.

Sources agreed it is too early to predict whether a payroll tax will pass 
Congress, noting that its fate is closely linked to the popularity of the 
overall health care reform plan. "It really depends on how the public feels 
about [the plan] and how much support Clinton can gain," one source said. "It 
remains to be seen how the politics play out-we haven’t seen anything yet."

Nevertheless, Moynihan declined to co-sponsor the Senate Democratic 
leadership’s "play-or-pay" health reform bill introduced in the last session of 
Congress (S 1227), which would have required employers to provide health 
insurance for their employees or incur a payroll tax set by the secretary of 
health and human services.
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Representatives of small businesses are preparing for a major legislative 
battle with the Clinton administration over financing health care reform with a 
payroll tax, setting the stage for a contentious partisan debate once the bill 
is sent to Capitol Hill.

Along with price controls and global budgets for health care spending, the 
payroll tax financing mechanism is likely to be one of the most controversial 
components of the administration’s health care plan, congressional sources and 
private sector observers told BNA. While Republicans and conservative Democrats 
will oppose the plan in the interest of small businesses, the Democratic 
leadership will pursue passage of the president’s reform package, including 
payroll tax financing, sources predicted.

To ease the burden on small businesses not providing insurance currently, 
the administration is promising to use government subsidies to phase in the 
requirement over a period of between three and six years, sources told BNA.
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Bureau of National Affairs. 6/16/93

The White House plan is expected to propose requiring small employers-perhaps those 
with fewer than 1,000 workers-to pay a "wage-based premium" or payroll tax for the health 
care coverage of their workers, defined either as a percentage of payroll or a per person 
amount. While no firm numbers have been set, a 7 percent payroll tax has been mentioned 
by White House officials, along with a matching contribution of 2 percent by individual 
employees, sources said. States may be allowed to set the payment amount 
according to the demographic characteristics and budget requirements of their 
state.

The 65,000 member National Small Business United, although somewhat more

"What we’re hearing from our members is that a 7 percent payroll tax would 
cost them about $ 50,000, which they can’t afford," Bradford told BNA. 
"Politically, there will be a battle on this one."

One of the most vocal opponents of any employer mandate is the 
600,000-member National Federation of Independent Business, which plans to lobby 
heavily against the requirement once the bill reaches Congress. In a pre-emptive 
strike against the White House plan, the group recently released a study warning 
that a mandate on small businesses to provide health insurance could cost 
900,000 jobs and place the wages or benefits of 18.3 million workers at risk of 
being cut.

moderate in tone, also is likely to campaign against the payroll tax plan, 
according to spokeswoman Marsha Bradford.
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and also some conservative Democrats, and may also be obstructed by Sen. 
Chairman Daniel Patrick Moynihan (D-NY), sources predicted.

Another Senate GOP aide told BNA that even moderate Republicans "will reject 
the proposal out of hand" because of the perceived burden on small business. 
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"Republicans are not enthused about a payroll tax" because of its effect on 
small businesses, Julie James, a minority staff member of the Senate Finance 
Committee, recently told the ERISA Industry Committee. "There is a real concern 
among Republicans that you can’t impose an employer mandate without wreaking 
havoc on the economy."

Not all small business representatives are unequivocally opposed to a 
payroll tax, however. The Small Business Legislative Council, an coalition of 
approximately 100 trade and professional associations, may be receptive to the 
concept if the plan also firmly controls health care costs, analyst John Satagaj 
told BNA. At least two-thirds of small employers currently provide health 
insurance, and most would benefit financially if their health care costs were 
held to 7 percent of payroll, he said.

"We have a bias against mandates, but we’re not going to rule anything out 
until we see how it all fits together [in the plan]," he added.

The U.S. Chamber of Commerce, with 95 percent of its 215,000 members having 
fewer than 100 employees, also would lobby against a payroll tax financing 
scheme, lobbyist Kristin Bass told BNA. While open to the concept of a mandate 
on employers to offer health insurance if there were subsidies for low-wage 
workers, the Chamber opposes the payroll tax as a vehicle because many of its 
members operate on very slim profit margins, Bass told BNA. According to one 
study, the payroll tax rate could reach as high as 18 percent in some areas if 
states were allowed to set their own rates, she noted.

Also gearing up to oppose the payroll tax is the Healthcare Equity Action 
League (HEAL), a 600-member coalition of employers and health care industry 
groups founded to oppose government mandates and promote incremental reforms. 
Many of HEAL’s larger members are in the food and lodging industry, which 
generally employ lower-wage workers without health insurance benefits.

The payroll tax is "totally inconsistent" with HEAL’s mission statement and 
"would only increase the burden on small businesses who are struggling to 
provide insurance now," Joan Simmons, a member of HEAL’s board of directors, 

told BNA.



Those who did support play-or-pay still hold key positions in the Senate, 
however, and can be expected to be leading advocates of Clinton’s payroll tax 
plan. Chief sponsors of that legislation included Senate Majority Leader George 
Mitchell (D-Maine), Senate Labor and Human Resources Committee Chairman Edward 
Kennedy (D-Mass), and Sen. John D. Rockefeller (D-WVa). Payroll tax financing is 
also likely to be supported by House Ways and Means Committee Chairman Dan 
Rostenkowski (D-Ill), also a previous supporter of play-or-pay legislation.

Sources agreed it is too early to predict whether a payroll tax will pass 
Congress, noting that its fate is closely linked to the popularity of the 
overall health care reform plan. "It really depends on how the public feels 
about [the plan] and how much support Clinton can gain," one source said. "It 
remains to be seen how the politics play out--we haven’t seen anything yet."

Nevertheless, Moynihan declined to co-sponsor the Senate Democratic 
leadership’s "play-or-pay" health reform bill introduced in the last session of 
Congress (S 1227), which would have required employers to provide health 
insurance for their employees or incur a payroll tax set by the secretary of 
health and human services.

Some conservative Democrats are expected to join Republicans in attempting to 
quash the payroll tax proposal. Rep. Jim Cooper (D-Tenn), the chief sponsor of 
managed competition legislation introduced last year (HR 5936), recently called 
the employer mandate "a clumsy and inefficient way" to ensure universal access. "In a 
jobless [economic] recovery, you need to make sure you don’t punish job creation," he said.

Perhaps an even more formidable obstacle will be Moynihan, chairman of the 
Senate Finance Committee, which has primary jurisdiction over financing health 
reform. Aides to Moynihan told BNA that historically the senator has had 
concerns about using a payroll tax for various purposes, but emphasized he has 
not yet taken a definite position on the Clinton health plan one way or the 
other. "He has made some statements about job loss, but he is not in the school 
of anti-mandates," one aide said.

[and] give it to little IRSs" that run the health system, the aide said. "It’s 
not going to fly."



Rockefeller warned NFIB that to reject the Clinton proposal would mean that the U.S. 
health care system will remain unchanged.

The 600,000-member NFIB and other business groups remain steadfastly opposed to the 
idea of mandating employers to provide coverage for workers, said to be a component of 
the Clinton plan.

"The status quo is what you do not want," he told the group. "What benefits would be 
covered? A little bit less than last year. Insurers will continue to charge you whatever they 
want. Cost controls will be every person for himself," he said. Large employers and the 
government will have the clout to negotiate the
best deals with providers, which will set rates for small businesses to make up for the 
discounts with larger purchasers, he added.

Rockefeller urged the group to weigh the Clinton proposal on its merits. "Put the costs 
and sacrifices in perspective from what we stand to gain from it," he said, predicting that 
there will be a national "sigh of relief' when the plan is introduced and "we can begin to 
explore and analyze it for what it is."
Senate Republicans’ Approach

Rockefeller Says Clinton Plan May Include Small Business Assistance 
The Bureau of National Affairs. 7/5/93

The Clinton administration’s health care reform plan may include a provision to assist 
small businesses in paying for their employees’ coverage, Sen. John D. Rockefeller IV (D-W 
Va) told the National Federation of Independent Business June 28. Assistance from the 
federal government would be intended as a "bridge" to help small businesses and may be 
coupled with a 100 percent deduction of premiums for the self-employed and a total reform 
of the insurance industry, said Rockefeller, who participated in a panel discussion with Sen. 
John Chafee (R-R I). These factors would help make health care affordable for all 
businesses, Rockefeller said. "Why mandate someone to pay something they can’t afford to 
pay?" he asked, prompting a rare burst of applause from the NFIB members at the 
organization’s annual meeting.

"Every insurer will design its own [claims] forms - thousands of them... Small businesses 
will continue to pay up to 40 percent more than big businesses just to cover the 
administrative expenses and overhead," Rockefeller said.

"The American people don’t like government," but that does not mean the federal 
government cannot step in to ensure health care is made affordable for all, Rockefeller said. 
"If there is a way in which we can cause those who don’t provide health insurance to be able 
to afford it, that is not an unreasonable
thing to do," he added.



The Senate Republicans’ health care proposal will ensure that small businesses have the 
ability to join forces with other small businesses to bargain effectively with providers and 
insurers for health care coverage, Chafee said.

Declining to give specifics about the proposal, Chafee said the plan also will include 
insurance reforms to provide security that insurers "should not pull the rug out from under" 
small companies if they employ workers with pre-existing conditions or workers who 
subsequently become ill.

According to Steelman, Andrews’ proposal is a version of a managed competition plan. 
It would require all employers with fewer than 1,000 workers that offer health coverage to 
use a health insurance purchasing cooperative to offer coverage for employees, she said. 
However, employers would not be required
to pay for or contribute to the cost of coverage under the plan, said Steelman, an attorney 
who chaired the the Advisory Council on Social Security. Competition would be based on 
price and quality. The proposal contains no price controls, no global budgets, and no 
employer mandate, Steelman said.

The plan includes no employer mandates, Chafee emphasized. "We don’t believe any 
program should mandate whether or not you should contribute to your employees’ health 
insurance," he said. "That should be arranged by you and your employees." Rep. Mike 
Andrews (D-Texas) is developing a health reform proposal
that strikes a middle ground between the Clinton plan and the Senate Republicans’ 
approach, said Deborah Steelman, moderator of the panel. Andrews was scheduled to 
appear with Rockefeller and Chafee but was called away for a House vote.
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The results of the survey support the conclusion that 
saall business owners, like aost other Asericans, share 
najor concerns about the rapidly escalating costs of health 
care and health insurance. Xn addition, the responses 
reflect the confusion and frustration that result from not 
being able to identify an easy solution to the problem.

Background

My purpose hero today is to report on the major 
findings of a health insurance survey conducted by the 
National Federation of Independent Business Foundation and 
authored by myself and Dr. John Ruder. The survey consisted 
of a randomly dravn sample of small business owner members 
of NFXB in the Spring of 19S9. Over 5,300 completed usable 
surveys were received for a response rate of 29*. We 
believe that these responses are reasonably representative 
of small business owners throughout the United States by 
industry, type and location — except for those with 4 or 
fewer employees which are slightly under-represented. In 
addition, as a group the respondents represent firms that 
are a bit older and more mature than the universe of small 
businesses.

I appreciate the invitation to speak at this public 
hearing on health insurance options.

Small businesses have always been a dynamic force in 
the American economy. They remain so today. Millions of 
Americans own and operate small businesses. Over 19 million 
report income or loss from business activity. Self- 
employment (Including saall closely held corporations) is 
the principal occupation for over 9 million Americans and 
their employees.

Small business has earned a reputation over the past 
two decades as the. nation’s "job generator." New firms and
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Small business now

cars servlets and health insurance. On many 
saall business owners disagree among themael1

services, and the responsibility of businesses to provide 
health Insurance coverage for their employees, there is
consensus.

*

63.St agree or strongly ag 
should receive a minimum 1
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They are

Key findings include:

69% of the saall business owners agree or strongly 
agree that every American has a right to basic 
health care.

those with fewer then 20 employees have been reaponsible for 
a disproportionate share of the net now employment generated 
over the last 20 years. The U.S. Small Business 
Administration estimated that firms with fewer than 100 
employees created 64% of the 10.5 million net new jobs that 
wore created between 1980 and 1986. Small business now 
employs over half of the private sector workforce.

As will be presented later, the majority of small 
businesses with fewer than 100 employees do provide health 
insurance coverage for their employeea. Therefore, else 
alone ia an insufficient reason for not sponsoring employee 
health coverage. This testimony is designed to provide the 
Committee with insight as to why some small businosaes offer 
health insurance and why others do not.

Key findings of the NFIB Foundation Survey

A discussion with any American about his/her health and 
the health of others is very likely to evoke strong feelings 
and value statements. Because health care services and 
health insurance are seen as factors influencing an 
individual’s health and the burden of illness, discussions 
of these markets are also likely to be affected by strong 
value judgements. Owners of smsll businesses are no 
different. Because they are business owners, they also have 
strong feelings about the economic viability of their 
enterprises. In an effort to identify and measure some of 
these attitudes, the survey Incorporated a number of 
questions about small business owners’ attitudes toward 
general health-related Issues and the markets for health 
care services and health insurance. On many of these issues 
small business owners disagree among themselves, 
disagreement that is not easily explained by economic 
factors. However, on important issues like the right to 
health care, the cost of health insurance and health

ree that all Americans 
_evel of health care 

regardless of their ability to pay.

Small business owners across the nation are a diverse 
group with varied opinions about many issues. They are, 
however, virtually unanimous in their serious concern about 
the cost of both health care and health insurance.
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37.6% of the respondents already provide health

92.4% agree that the cost of health insurance la a 
serious business problem. Noto that only 30% of 
the respondents feel that the cost of employee 
health insurance can bo passed on to customers in 
the form of higher prices, and 72.71 feel that 
health insurance costs would raise payroll costs 
to the point whore it would bo difficult to 
compote.

90.31 believe that health care is becoming 
prohibitively expensive.

Those results leave no doubt about how important the 
cost of health services is to operators of small businesses 
across the nation. Thia is consistent with a 1986 study in 
which small business owners Identified "cost of health 
insurance" as their single most important problem (out of 75 
listed problems). Further,

861 feel that individuals themselves have the 
first responsibility to see that they have health 
insurance coverage, while only 24.81 believe that 
employers have a responsibility to provide 
employee health insurance.

Nevertheless, over half (53.31) feel that health 
insurance should be one of the first employee benefits that 
employers provide, when they are able to do so, and 64.11 
said that they would like to provide better (or some) health 
insurance for their workers. This, perhaps, stems from the 
fact that 64.31 felt that businesses cannot attract first- 
rats employees without providing health insurance.

Yet, 73.51 of the respondents felt that their 
employees would prefer a straight wage increase to 
an increase in health Insurance beneflta, and
75.91 would be more inclined to handle an increase 
in compensation through a wage increase.

The economic ability and/or incentive for employers to 
provide health insurance benefits depends upon the market 
conditions for their product or service, the labor market 
conditions from which they obtain their employees, and the 
firm's particular cost structure. There were significant 
differences In coverage by industry group, with wholesale 
and manufacturing firms most likely to provide Insurance, 
while agriculture, retail and service firms were at the 
other end of the spectrum. Sponsorship of health insurance 
vent up in direct proportion to the percentage of employees 
that were perceived as heads of households) conversely, 
coverage declined as the proportion of part-time employees 
increased.
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insurance benefits for all their employees, while 
another 25.St
Just over a

we have already seen that snail businessmen and women 
strongly support the idea that all Americans are entitled to 
some basic level of health care services. They also 
expressed a majority opinion that the individual should be 
primarily responsible for his/her own health insurance. 
However, relatively few believed government should directly 
pay for health benefits.

Given their limited support tor government involvement 
in paying for health services, it came as no surprise that a 
substantial number of small business owners felt that 
"government interferes in health care too much."
Respondents were not asked to identify where or how thio 
interference takes place. It is reasonable to inter that 
Medicare and Medicaid, as the two largest government health 
care programs, must be major factors.

Like most Americans, small business owners 
reflected some confusion and frustration in 
dealing with the crisis. Though less than 42% 
felt that government should pick up the cost of 
health insurance even for the unemployed, over 60%

Not surprisingly, coverage was directly related 
to the sise of the firm (if over 50 employees,
63.4% had coverage for all employees; if less than 
5 employees, only 21.2% provided insurance), firm 
location (nearly 49% of urban firms had coverage, 
while less than 28% of rural firns did), and the 
age of the firn (the longer in business, the more 
likely to have coverage). There was little 
variation by ragion of the country.

Health insurance coverage also reflected a 
straight line relationship with both gross 
sales/receipts and the owners' salary or draw, 
surprise here. The access to coverage is 
determined mainly by the cost of insurance.

Xt comes as no surprise thst over 62% of the small 
business owners surveyed disagreed or strongly disagreed 
that "the cost of employee health insurance can bo passed on 
to customers in the form of higher prices." That some 
disparity exists no doubt reflects the wide range of 
businesses represented in the survey. Nevertheless, most 
small business owners clearly did not see a price hike as a 
variable alternative. Indeed, over four times as many 
respondents (18.5%) strongly disagreed with the statement 
that prices could be raised as compared with those that 
strongly agreed.
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felt that government must play a more direct role 
in health care to bring costs under control. At 
the ease time, less than 13% would support a tax 
increase to support health care assiatance to the 
poor.

here likely, thia apparent contradiction reflects the 
ambivalence that most Americans feel when confronting the 
complex issues relating to health care. The traditional 
American reluctance to support "big government11 seems to run 
head-on into a growing frustration with a system that all 

Nearly 50% of small business owners disagreed with 
the atatement that "insurers compete hard to sell 
me employee health insurance." Less than 7% felt 
strongly that there was strenuous competition for 
their health insurance business. Insurers would 
probably agree. Few actively compete in the small 
group health insurance market, however, health 
insurer competition was not necessarily more 
strenuous for the business of employers with a 
larger number of employees and which already 
offered a health Insurance plan than it was for 
the very small.

The majority of respondents agreed with the statement 
that there is no real competition among providera of health 
care services. This small business perception of the health 
care marketplace is not likely to be shared by health care

• >

or logically.

Lest it be thought that small businesa owners are 
insensitive to the health insurance needs of their 
workers, it should bo noted that when those who 
had a plan wore asked why they instituted them, by 
far the moat common answer was that the tmolovt«i 
needed it (59.4%). On the other hand, the most 
common reason for not having a plan • again by a 
wide margin - was that Bremiu»R ire tea hi oh 
(65.3%). This is a classic clash between values 
and economic reality.

For a number of years, policy makers have openly 
expressed disappointment regarding the ability of regulatory 
policy to successfully control the cost of health care. As 
an alternative, many have supported efforts to rely more 
heavily on policies designed to increase competition among 
health insurers and health care providers. Small business 
owners, most of whom are in very competitive markets, are in 
a good position to tell us about the degree of competition 
they witness in the health insurance and health services 
markets.
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Finally, when thoie who currently do not provide 
coverage were asked what would pronpt thea to 
XfiluntiUlY provide health Insurance to their full

Less than 201 of the saall business owners who 
responded to the survey reported personal earnings 
of $50,000 per year or more. This suggests that 
aany of thea could earn aore working for soaeone 
else than by naintaining their own business and 
supporting their faailies through that business. 
While aost of thea are probably willing to pay 
soae price for independence, we cannot ignore the 
fact that the added burden of aandated insurance 
coverage could well drive aany of thea out of 
business.

67.1% disagreed with the idea of requiring 
employers to provide health Insurance benefits.
Taken in conjunction with the stated desire of 
over 64% to provide better benefits, this suggests 
that aany saall business owners slaply do not feel 
they have the capacity to do so. Even at rather 
aodest levels of costs fe.g., $50, $100, or $150 
per eaployee per aonth), it was clear that such 
aandates could have a severe impact. At the 
aiddle range ($100), less than half (46.3%) felt 
that they could purchase the aandated insurance 
and aake adjustments elsewhere, while staying in 
business. Over 23% indicated that they would let

■ all of their employees go and try to continue 
operating. Another 21.5% simply responded that 
they would get out of business. Even allowing for 
sone overstatement of their probable reactions, 
these results suggest that there could bo a 
significant inpact on employment from such a 
mandate.

providers, most of whom feel that they currently face 
intense competition for market share.

Survey participants were also asked about 
responsibility for employee health insurance coverage, it 
is apparent that the majority of respondents felt the 
primary responsibility for seeing that the eaployee has 
health insurance coverage lay with the individual employee 
and not the employer. Fewer than 6% of respondents 
disagreed or strongly disagreed with the statement that 
individuals have first responsibility to see that they have 
coverage. The majority of saall business owners did not 
believe it was their responsibility to provide eaployee 
health insurance, and the smaller the employee group the 
less likely the owner was to feel this responsibility. In 
fact, the consequences of mandated benefits would bo very 
negative.
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tin* •nploy***, the two aoet frequently 
reeeone, by a vide nargin, were Increan

"prohibitively expensive" represent a completely 
different and difficult problem.

Canelm i an

very important and vexinq problem, 
believe that because of the high

wasted.

their ability to pay. 
mandated benefits.

*
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Thank you for the opportunity to present these 
findings.

Furthermore, many are of the opinion that because their 
employees* families are often covered by the policies of 
other family members, much of the premium expense would be 
— '--2. Despite the many reasons to not sponsor health 
insurance, the majority la offer a plan to at least some 
employees, and another majority indicated they would like to 
provide better or some health insurance for employees. It 
all boils down to an issue of cost.

Clearly, the problem of the uninsured is a serious one. 
There is evidence that most small business owners share 
concern about the problem with the rest of society, and like 
the larger body politic, they are unsure of the solution.

time employees, the two most frequently mentioned 
reasons, by a vide margin, were increa««d and/or 
more stable oroflts, and a reduction of 50% in 
inauranee easts. It is safe to say that the 
latter is not going to happen. There is also 
emerging an equally serious problem — the problem 
of rising health care and insurance costs pricing 
small business out of the marketplace. The 90% 
who deemed health insurance as becoming

Not unlike other Americans, owners of small businesses 
seem to bo faced with a serious dilemma regarding their 
values about the provision of health services, the high cost 
of these services, and vho has the responsibility for paying 
the bill for health care. The vast majority of small 
business owners feel every American has the right to basic 
health care and most agree with the statement that Americans 
should receive a minimum level of health care regardless of 

They do not, however, support

Aespondents view the cost of health care and health 
insurance as a very important and vexing problem. Many 
buaineaa owners believe that because of the high cost of 
health insurance premiums, their firm's marginal 
profitability position, and their belief that they could not 
pass on the cost to customers, providing any (or better) 
health insurance benefita to their employees would not be a 
wise financial decision. Further, approximately one-fifth 
of owners who do not sponsor a plan believe they do not 
qualify for group health insurance policies, and many owners 
believe their employees would prefer wage increases to 
increased insurance benefits.

insurance, the majority la offer a plan to at 
employees, and another majority indicated the 

health L
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Even more than the award, however, I appreciate the 
leadership, and support from Bill Herrle and the folks at 
NFIB-Florida. You were a great help in passing a law that 
will work for all of us.

It's an honor to accept this plaque on behalf of all of the 
people in Florida who worked hard to make our health care 
reform plan a reality.

GOVERNOR LAWTON CHILES
National Federation of Independent Business 

June 28, 1993

• My state has confronted the health care crisis head on and 
today, I want to offer my view from the "front lines." We've 
examined the problem — and we've developed a Florida 
solution. But, we still face a national challenge that all of 

us must help to solve.

These two issues are by far the biggest threats to our 
economy and to our status as a world leader.

Bill, I look forward to working with you again later this year 
when we take on workers' compensation reform. We came 
close during the last session. Next time, we're going to make 
it.

Nd£2:2T E66T ‘82 NTir
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• Health care costs are draining the budgets of American 
households, robbing state and local treasuries, contributing 
to the uncontrolled growth of the national deficit, and are 
placing a growing burden on our small businesses.

• The skyrocketing cost of workers' comp has limited the 
ability of our small businesses to expand, offer higher 
wages and take advantage of new opportunities.

• One in four Americans has a member of their family who's 
without health insurance.

• Our workers' compensation system was designed as a 
safety net for people injured on the job. You know 
firsthand how that net has grown into a tangled mass of 
litigation and paperwork. More resources are spent on the 
process than on the people who need help.

• But, those rising costs haven't translated into expanded 
access or greater coverage. Instead, just the opposite is 
true. More and more Americans are now unable to afford 
insurance for themselves and their families.

• People on pensions aren't safe either - some are being 
cancelled.

£0’d WdSSrZT E66T ‘BE NflT
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Strange}
Bedfellows

• This is the cover of the January issue of "Florida Trend", a 
statewide business magazine. That’s me on the left. On 
the right is Jon Shebel, the president of our state's oldest 
and largest business group, Associated Industries of 
Florida.

* In Florida, ten percent of the cost of a new home goes to 
cover workers' compensation costs. Nationally, Ford now 
spends more money for health care than steel.

★
*

80,000 new school children
30,000 new community college and university 
students
Florida was number one in violent crime 
We had overcrowded prisons

3

r: " • W

• The year before, we had gone head-to-head over a tax 
increase I needed to fund the growing needs of a growing 
state:

* Nearly 1,000 people a day move to Florida
*

★

_______
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((((((KILL LIGHTS - TURN ON SLIDE PROJECTOR)))))) 
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• We realized we had a common problem and decided to 
work together to solve it. The result was the passage of 
two major health care reform acts, the most recent of 
which takes effect in three days.

• After absorbing increases in health care costs, we had no 
other revenues left over. Mr. Shebel told me about how 
skyrocketing health care costs were eating up members' 
gross profits.

S0'd Nd92:2T ESGT ‘02 NTIf
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• You already pay 25 - 30 percent more in premiums than 
larger businesses. Will you be able to afford coverage 
that's growing even more expensive?

• That top red line shows the projected increase in average 
wages. The bottom yellow line shows the projected 
increase in health care costs for the average employee. 
Around the year 2000, health care coverage could be the 
primary form of compensation and salaries will be a fringe 
benefit of employment.

• It's the same with workers' comp premiums. They've more 
than tripled since 1980. Small businesses are bearing the 
brunt of both our workers' comp and health care problems. 
You represent the fastest-growing segment of our 

economy.
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• But you are already paying more than your share. As a 
result, you should also expect to see a greater share of the 
savings realized from health care reform.

I 
I 
I 
I

• You and I agree that small businesses shouldn't pay more 
than its fair share to finance national health care reform. 
Everyone should share the responsibility for paying for it.

• After tax profits: In 1965, health costs took 14%. Twenty 
four years later, over 100% of your after-tax profits.

i
i
I
i

• Some of you now provide health care coverage to your 
employees. Some of you have been forced to drop 
insurance as the prices have soared. And, some of you 
have never been able to provide it.

• Whatever your situation, none of you are on a level playing 
field with our international competition.

6

AS A PERCENTAGE '

OF PRE AND AFTER 1AX PROHIS. 
1965 AND 1989
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• In 1965, health costs ate up just 8.4% of pre-tax profits. By 
1989, they ate up over half.
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spend nearly 12 percent of our gross domestic product on
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Let's look at how we stack up against the rest of the world in 
terms of what we pay versus what we get.

• I believe that our government also has a legitimate 
responsibility to give our businesses - especially the small 
businesses that are the heart of our economy - a better 
chance to compete in today's world market.

7
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• Those nations have made a critical investment in their 
human resources -- and their industries are reaping the 
benefits.

/ J / /

of the Perceut of Uninsured tcnui Fer<:.wuRe <>|
CruM nomcillc Product on ffv itih Care 

IW

• Look at Japan, Canada, England and Sweden. They have 
everybody covered and nowhwere do they spend more 
than nine percent of their G.D.P. to do it.

• Nearly 14 percent of all Americans are uninsured, yet we 

health care. In Germany, only two percent of the 
population is not covered, and they spend just a little over 
eight percent of their G.D.P. on health care.

<

' - __
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• We all pay for it. The costs are shifted on to the people 
who do have insurance.

• Make no mistake, uninsured Americans do get care. But, 
they get it in the emergency room at four or five times the 
cost of a doctor's office visit.

• That means if we want workers' comp reform, our first step 
must be to fix the health care system.

• Ironically, I am told by many small business owners that 
the reason they can not afford health care is that workers' 
comp premiums are too high. And, we know that health 
care costs are driving up workers' comp prices.

• I once believed that we couldn’t have full access without 
cost controls. Now I realize that the reverse is true: We 
will never be able to control costs until we have full access.

NdBZiZl £661 *B2 NFIT
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• In the first hour of Saturday, April third, the Legislature 
passed Florida's landmark health care reforms. I 
remember that day well -- it was my 63rd birthday. It was 
the nicest birthday present I've had in a long time.

r
»,
pi.

• And we're getting back to the original concept of insurance 
- spreading out the risk over a large group of people.

• We're going to let the market forces work the way they do 
in your business.

• We went with a market-based approach that involves 
business. There are no employer mandates.

• Instead of regulations, we're counting on information to 
hold the providers accountable.

• We're going to pool the buying power of the self-employed 
small business and government. That way, you can get 
the same or better deal that large businesses get.

3
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i FLORIDA REFORM 
' WHAT IT DID

♦ Market-based with business 
participation

♦ Uses Information rather than 
regulation to discipline the market

,v i. ♦ Volume purchasing
' **?'

!‘i. ♦ Broad-based assumption of risk
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REGION 7

REGION 9

REGION e

I am confident now that we are on our way to a better, more
efficient health care system for all our residents.

((((((KILL PROJECTOR - TURN ON LIGHTS))))))
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RCOION 11

• Of the 17-member boards that run them, two-thirds of the 
members will be from business, and the majority of those 
will be from small business.

• CHIPPAs will be private, non-profit bodies controlled by 
business.

• We've dividided our state up into eleven regional 
Community Health Purchasing Alliances. These alliances 
will pool their local money and bargain for the best health 
care at the best price.

Best of all, the emphasis is on local control, because that's 
where health care is produced and consumed and that's 
where the decisions should be made.

REGION 5

REGION 8

r 1 REGION 4

io

&

CHPA Regions
X REGION 2

A-

REGION 3
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We accomplished this goal by engaging the very people and 
groups we'd have to rely on to build the new system.

• We need organizations like NFIB to come to the table at 
the beginning of our discussions - so that we can count on 
their help when the issue reaches Congress and their 
individual state Legislatures.

• I'm pleased that we are developing Florida solutions to 
national problems. But, let me emphasize that we still 
need the federal government as a full partner in these 
efforts as well.

• Our next challenge is to bring together many of those 
same players to help us overhaul the workers’ comp 
system.

• But all of us agreed that our biggest challenge -- and our 
overriding concern - was to provide full access.

• In November of 1992, we held a summit that brought 
together representatives from business, government, the 
health care and insurance industries, and many other 
areas.

11
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Daniel wants to keep providing health insurance to 

his employees but he Is going to need help to do it.

Daniel is the administrator of a nursing home 

owned by his family. It employs 150 people.

One of your members, Daniel Richardson, from 

Rochester, New York, is having the kind of 

problems many of you are facing.

Providing health care coverage for those 

employees is getting increasingly more difficult 

because the costs are rising 12 to 15 percent a 

year.

ET’d UdBEiST ESGT ‘BZ NCIT
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• With a federal plan, we can establish some real controls on 
workers' comp rates too.

• From talking with many of your members, I know your 
feelings about the proposals for a national health care plan. 
And, I know that tomorrow, you will travel to the Capitol and 
express those feelings to your elected representatives.

• We need a comprehensive federal plan that guarantees 
everyone the right to health care. Otherwise, the cost­
shifting will continue, and we will be right back where we 
started.

• Let me share some perspective from my 18 years on the 
Hill. There’s no shortage of people who will point out 
problems with new ideas. There are entire industries in 
this town that exist for that reason.

• I'm very encouraged that we now have a President who 
appreciates the magnitude of the challenge we face and is 
open-minded about how to get the job done.

• For the first time ever, we^now have real leadership from 
the White House on the issue of health care reform. I am 
confident that the President as well as the First Lady are 
committed to giving states flexibility to develop and 
implement their own strategies.

». . rs*
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But, as NFIB-Florida demonstrated, you can play a 
powerful role not just In the debate - but also In 
the development of the policy.

i ’ti 86«ei Deomxg



• I challenge you to offer your expertise and your leadership

t

Thank you.
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to help build a plan you can support. Add your voices to 
those who are seeking a solution. Be there when the 
discussions begin - and stay there until the last gavel 
strikes.

I hope that will be the focus of your efforts as we face up to 
our national challenge.

• If there is any lesson to be learned from our Florida 
solution it is that success is based on a spirit of 
cooperation and good-faith negotiation.

h

• That's what NFIB-Florida did on the health care issue. 
That's what I will ask them to do again for workers’ comp. 
And, that's what I ask you to do now.

• Realize that your political clout and influence can be put to 
greater use than simply opposing a bill you don’t like.

ST'd NdT£:ET ESGT *02 NCir
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Excuse me, why?Q

ANDERSON: Why?MR.

Mr. Bowles was on the record this morning, why

I don't know.MR. ANDERSON:

Dee Dee said it would be on the record.Q

The briefing is on the record.MR. ANDERSON:

Your just fighting for broadcast interest now and

Well, in that case it's a —Q (Laughter.)

I do apologize for the many

MORE

Q
we appreciate it.

Q
isn't he on the record this afternoon?

PRESS BRIEFING
BY 

ERSKINE BOWLES, ADMINISTRATOR, 
SMALL BUSINESS ADMINISTRATION

AND
KEN THORPE, DEPUTYAKBSISTANT SECRETARY, 

HEALTH AND HUMAN SERVICES

We also had an opportunity to go to a small business 
here in the District, and we had small businesses from throughout the 
country come and visit with the President and talk to him about their 
concerns and their thoughts about health care and the solution to our 
health care problems.

ADMINISTRATOR BOWLES: Good afternoon. I think we've 
had a — at least for the small business community, an exciting and 
good day with the President. We had a chance this morning, as you 
know, for a number of people who had written the President to come 
visit with him and to read their letters and talk about their 
concerns about health care.

MR. ANDERSON: This will be an on the record briefing 
featuring Erskine Bowles, Administrator of the Small Business 
Administration. The topic is health care reform and small business. 
Mr Bowles will be joined by Ken Thorpe, who is a Deputy Assistant 
Secretary at the Department of Health and Human Services. And Mr. 
Bowles will have a short opening statement. After that we will end 
sound and camera.

MR. ANDERSON: Fair enough. I do apologize for the many 
delays. As you might imagine this is a scheduling meltdown of 
historic proportions — this coming into this week before the 
President's speech. The problem principally is one of principles and 

- them being torn apart in different directions. Mr. Bowles has just 
come from a meeting with the members of the Black Caucus. And we do 
apologize for the delay but we are ready. Erskine Bowles.
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ADMINISTRATOR BOWLES: Clearly, I can’t say whether or 
not that will change. What — I do think it's a mischaracterization 
to say a number of the small businesses would experience increased 
costs. I think a few of them will. But clearly, the vast majority 
would experience not only lower costs, but the availability to have 
real insurance coverage — comprehensive, rock solid coverage.

Q Mr. Bowles, some of the small business owners there 
with more than 50 employees said that under the President's plan, 
their costs would go up — double or triple what they are now. Some 
of them said they are now paying, in the case of Daryl Routzahn, only 
2.9 percent of payroll. One other business owner said he talked to 
President Clinton after the formal session and he indicated some 
interest in looking into, or changing that 50 employee cut-off so 
that businesses — small and mid-size businesses with more than 50 
employees — might also get some government subsidy. Is that under 
consideration now? Has that changed? Will businesses with 50 or 
more employees get a government subsidy?

And the last thing we talked about was offering 100 
percent deduction for the self-employed instead of 25 percent that 
they have now to put them on a level playing field.

I think we had a good day. We had a large group of 
small businesses there representing lots of different markets, and I 
think we all had a chance to learn something. I know the President 
felt he benefitted from it greatly. Thank you, I'll take your 
questions.

Let me give you an example, okay? One of the people 
that was there today, Marilyn Hart of Design Plastics in Fort Worth,
Texas — today Ms. Hart, who has 65 employees so she doesn't fall

And the President had a chance to listen to them and 
talk about his plan. And he had a chance to talk to them about the 
plan he would present and how that plan would offer to them real 
insurance, rock solid comprehensive insurance, and insurance that 
they could afford.

He talked about the caps and subsidies that would hold 
down the cost of health care, and he talked about the mechanisms that 
would keep the cost of health care from increasing at too rapid a 
rate.

And he also had a chance to talk to them about something 
they brought up, which was workers' comp, and how workers' comp was 
the only item on most of these small businesses' income statement 
that was increasing at a more rapid rate than health care, and how we 
would hold that down.

I think over and over again we heard small businesses 
talk about the absolutely skyrocketing increases of health care costs 
that they are experiencing — health care costs that are growing by 
20 to 50 percent a year. And we also heard these same small 
businesses talk about the abuses of a current health care system that 
are focused upon them. And I'm talking about things like exclusions 
for pre-existing conditions, things that I've experienced with a 

diabetic child.

Each one of these small businesses talked over and over 
again about how they had tried to control the cost of health care, 
how they had tried to do such things as to hold the cost of health 
care down by switching programs, by going to managed care, by trying 
self-insurance, by reducing benefits, by passing a bigger cost along 
to their employees, and how nothing had really helped. That the cost 
of health care continued to rise and rise rapidly and eat into their 
profits.
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Q If I could follow on Gene's question. When tl
President said that this was one of the things that he was most

When the

about?

ADMINISTRATOR BOWLES:

ADMINISTRATOR BOWLES:

What

ADMINISTRATOR BOWLES:

out and hire more employees.

But you know a lot about small business. What's

I spent my entire career in

MORE

Q
the profile of —

concerned about — this 50 employee cut-off — what was he talking 
What is he prepared to do to relieve that burden?

I just can't give you an exact 
I'm sorry.

I don't know. I can tell you that
I did read Ms. Staddler's article the other day, and she quoted five 
small businesses, and four out of those five would have reduced 
costs.

3 3  And she's going to save money, and that
will^enable her to go out and hire more people.

ADMINISTRATOR BOWLES:
percentage, I just don't know.

Q Do your surveys specifically quantify how many 
people who have employed between 50 and 100 would be affected 
adversely by this?

ADMINISTRATOR BOWLES:
small business — (Laughter.)

$85,000, which is a savings of almost 50 percent. <.— 
she would be able to offer her employees would be better.

Q The other side that NFIB and other people are 
saying is that not only might people have some increased cost, say in 
the 50 to 100 employee range, but some there will be substantial job 
loss. I know you all are starting to look at the question of what 
the job loss will be like. What types of small businesses are likely 
to not only have increased cost, but suffer job loss? 
conditions —

Well, as you well know, this 
President is focused on small business. And he has spent — I can't 
tell you the countless hours — making sure that we put together a 
health care plan that would help small business, that would be good 
for small business, that would hold down the costs for small 
businesses.

Now the cap is at 50 today, and it is probably one of 
the things that the President would like us to take a look at. But 
we are going — you know, today for companies with less than 50 
employees, clearly the vast majority of them — if you call them up 
and ask them, just ask them — you know, how are you going to be 
under this new plan? — they'll tell you that we're going to have 
better coverage at a lower rate.

Q But you've done extensive surveys. You don't have 
any numbers that can tell us? When you say a vast majority would get 
lower cost, you don't know how many would get —

Again, I think the vast 
majority of all small businesses will have lower costs. And 
therefore, with lower costs, they will clearly, clearly be able to go

under the less than 50 cap -- she pays $166,000 a year for coverage. 
That's for 100 percent of her employees. Okay, that's 15.4 percent 
of payroll. Under the plan, she would only have to pay about 
$85,000. which is a savings of almost 50 percent. And the coverage

Now, if she chooses to cover not only the employer 
portion, but the employee portion too, she would still save 25 
percent. So she's going to be far better off, and her employees are 
going to be far better off. r 
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person

Could you answer the question please?Q

won't win.

Q

Have you given out an 800 number?Q

ADMINISTRATOR BOWLES: No, but we will.

MORE

Do you think it's important for people to know 
which types of businesses the conditions that will exist, where they 
will have job loss?

ADMINISTRATOR BOWLES:
okay, so you can live with this.

ADMINISTRATOR BOWLES: I think what I have just told you 
is I believe that the vast majority of all small businesses will be 
able to offer their employees comprehensive, rock-solid, real 
insurance. Not some insurance that's going to be jerked away two 
years from now. Or not some insurance where the rate is going to 
skyrocket a year from now. Or not some kind of insurance where 
you're subjected to pre-existing conditions exclusions. But real 
insurance, and insurance at a lower rate.

I think what we have asked small businesses to do is to 
call a 1-800 number to the SBA, give us your numbers, okay, and we'll 
tell you exactly whether you are going to have increased costs or 
decreased costs. And we believe that the vast majority will find out 
the costs will go down.

ADMINISTRATOR BOWLES: Every single company, you know, 
That's impossible, okay? But the vast majority will.

And that's what I'm trying to drive home to you.

Q The President said today — he conceded today, I 
believe for the first time, that there would be some gross job loss. 
That overall, if the current system stays in place, there will be 
more job loss. And that if your system passes, he says, there will 
be reduced job loss. But he did concede that there would be some job 
loss —

average payroll of about $7,400. Well, you know what it's going to 
cost that small business that doesn't provide health care to provide 
health care to its employees? Less than a dollar a day.

They also said for the average small business that 
provides health care coverage to their employees, the average payroll 
is about $15,600.
two dollars a day.

Q Mr. Bowles, what I want to follow up on is you're 
saying the vast majority will have lower costs. As you well know, 
the vast majority of small businesses, when you get to businesses 
that have five or fewer employees or very few employees, that is the 
vast majority. But when you get to this segment that has more 
employees, you are getting to more substantial businesses that are 
more the engine of the economy — the small businesses that are 
really contributing more to the economy and —

ADMINISTRATOR BOWLES: — the way their health care 
costs are increasing, the health care is going to end up being the 

It's going to cost that small business less than 
______  _ And I dare say, that's going to be a significant 

savings for that*small business, and they are going to be able to 
take those dollars and go out and hire new people and buy — and — 
go out and make new capital expenditures that will create jobs.

Q Right. So what's the profile of a small business 
------who wouid t>e imperiled not with only increased costs, but 
maybe having to cut jobs or shut down.

Let me give you some statistics, 
National Small Business United came 

out"1 today"1 — or just last week — and they said the average small 
business that doesn't supply health care to their employees has an 
average payroll of about $7,400. Well, you know what it's going to
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I don't —ADMINISTRATOR BOWLES:

— regardless of size?Q

I don't know anyI'm sorry.

Do you have figures on gross jobs lost and gross

I'm sorry, I don't.ADMINISTRATOR BOWLES:

Yes, sir?ADMINISTRATOR BOWLES:

You

MORE

What arguments would you make to the NFIB and other
If you were sitting down with them now,

Q
jobs gained?

ADMINISTRATOR BOWLES: 
business has the worst of all worlds, 
have every abuse in the system today.

ADMINISTRATOR BOWLES:
numbers on those.

Q 
groups for employer mandate? 
what —

What I'm saying is today small
It can't be any worse. We
The cost shifting that goes on 

is all shifted right onto the backs of small business. We have a 
skyrocketing cost increase. You know, those people who can afford to 
buy insurance — you know, the costs are going out of the roof. Some 
people, because the costs are so bad or insurance is just not worth 
it anymore, you know, can't buy it.

Q How about the projection of overall job loss in 
small businesses? I'm not disputing your point that the vast 
majority may end up saving money —

Q Do you have figures on — you don't have — there's 
been no study on this?

salary and your cash wages are going to be in the fringe benefits the 

way it's growing.

But given that, you said that this group 
' ’ J---, is that something 

Q Indeed. 1 
is something the President wants you to look into.

ADMINISTRATOR BOWLES: I believe that you will see job 
gains in the small business community. I think the example that I 
just gave you of Marilyn Hart is a perfect example of the kind of 
person who is going to have — be able to go out and hire more 
people, not less. She's going to save money. She can use that money 
to hire additional people. She can use that money to go out and make 
capital expenditures to become more productive. I think she'll be 
able to have job gain, not job loss.

So what I'm saying is this plan addresses the need.
know, NFIB has come out with some statistics that I saw themselves 
the other day. They did a survey back in — let me see if I can find 
it — that some — Professor Charles Hall — Temple did. And in that 
survey they said — they found out that 92.4 percent of small 
business owners agree that the cost of health insurance is a serious 
business problem. Sixty-nine percent of small business owners agree 

be affected by the plan, to go and take that information and come 
back and evaluate it and see how we can improve a plan. I mean, we 
always are looking for ways to improve a plan, and we'll do that up
until the day it goes forward.

q What are your projections on the job loss in the 
insurance industry?

that's going to be done now? Will —

ADMINISTRATOR BOWLES: Oh, we continually — continue to 
take the input. The very purpose of having meetings like today is to 
listen to the small business community, to listen to others that will 
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I’m just trying to get by the

I understand thatQ

And the facts are the plan will

I'm not worried about politics.ADMINISTRATOR BOWLES:
I'm here —

You're not?Q

ADMINISTRATOR BOWLES:

MORE

bootleg copy of it. ]
That is a portion of a plan.
it's one of the things that's been in the discussion for a long

ADMINISTRATOR BOWLES: 
be really good for small business.

ADMINISTRATOR BOWLES:
rhetoric and get to the facts.

Q But is wasn't a week ago. A week ago you were 
treating independent contractors as employees.

q But the reality of the lobbying fight that you're 
facing on the Hill gives NFIB a lot of weight.

Q The NFIB apparently made a case, though, with the 
administration to treat independent contractors the way they are 
currently treated under tax law. And I'd like to know the rationale 
behind why the administration decided to change the treatment on up 
to 10 million business owners?

Q — but I'm talking about political reality on 
Capitol Hill. A lot of people whose jobs depend on support from 
organizations like the NFIB will obviously be listening to their 
complaints about the plan. How are you prepared to counter that?

are attacking tne prooiems tnav me uumpuuuuxuy w*. 
businesses. We're going to reduce the cost. We're going to put 
mechanisms in to control the increase in cost. And we're going to 
provide rock-solid, comprehensive, real insurance. And I think if you 
call the members of the NFIB — individual companies and ask them 
what it costs today and what it costs under the plan, you'll find 
that the vast majority will have better coverage at lower cost.

I certainly wouldn't give any
trade organization credit for that position. I think that's a 
position that we have and I think it's the right position.

or strongly agree that every American has a right to basic health 
insurance. Sixty-four percent of all Americans should — small 
businesses agree that all Americans should receive a minimum level of 
health care, regardless of their ability to pay. And probably the 
most important one is over 60 percent of small businesses in this 
NFIB survey felt that the government must play a more direct role in 
health care to bring the cost under control.

So what I would say — we are doing exactly that. We 
attacking the problems that are compounding on the backs of small 

We're going to reduce the cost. *

ADMINISTRATOR BOWLES: — as a business person. Okay? 
I spent my entire career in the business sector and the private 
sector, so I'm here to tell you the truth. And the truth is that I 
believe that the vast majority of all small businesses will be better 
off. That's why we're asking small businesses to call us — tell us 
what it costs today and what your coverage is today, and we'll tell 
you what it'll cost tomorrow and what the coverage is tomorrow. And 
I think you will find out if you go and ask the businesses — get by 
the rhetoric, okay? Look at the facts, and the facts will tell you 
that the vast majority of all small businesses will be better off.

ADMINISTRATOR BOWLES: I think clearly, as we go through 
this process, we are looking at a plan that is still — you know, the 
President hasn^t even delivered the plan yet. I know you may have a

But this is a plan that's still being developed. 
. It is one of the things we looked at,
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period of time.

Q
asking.

I don't know if the position was

Is was in the original ---Q

ADMINISTRATOR BOWLES:

MORE

* ■ , And a position has been taken, and that position is

the one you just said.

Why did you change your position, is what I'm

MR. SPERLING: You know, we've just — so far there has 
not been a study that has accurately portrayed our plan. The studies 
that the NFIB has assume no subsidies. They have no clue as our plan 
did not look at the lower administrative costs. So there has not — 
there has not been a serious study in that regard.

Q
this program in the small business sector, 
it on and how many do you expect?

ADMINISTRATOR BOWLES:
changed, to tell yo the truth.

Well, all I can do is base it on 
the ones that I have talked to — okay? — in the surveys that I have 
done myself. And I can tell you that we have called literally 
hundreds of small businesses, and we have found that the vast 
majority of those small businesses will have lower costs and be able 
to offer better coverage.

The main point that Erskine is trying to say is if the 
overall majority of businesses you have are going to see their 
administrative costs go down, are going to see their — those who are 
providing, see their health care costs go down, that is going to 
lower both their security in hiring more people, and it's going to 
lower their cost of hiring. And the chances — for those small 
businesses, the net gain — that their job gains will lead to a net 
job gain is very strong.

Q That's not the question I asked you. The question 
I asked you — the question I asked — Mr. Bowles, the question I 
asked was how many net job gains you expect from this and on what you 
based that job gain expectation? Do you have some, Gene?

But, Gene, you asked about the 50 to 100, but you just 
asked as if the whole universe of those businesses don't provide 
health insurance. Those who do provide health insurance are clear 
winners. Those who provide full coverage are going to see their 
costs go down — are going to see their costs go down dramatically. 
And even if there are some small businesses who see some of their 
costs go up, I say — want to suggest there is very little evidence 
to suggest that that would in any way lead to a job effect. That 
people might — that may be their theory, but the studies that have 
looked at the minimum wage lately have shown there have been far 
greater minimum wage increases, that there was no employment effect 
at all. And I think that's been reported by some of your papers. 
Those were talking about even when New Jersey increased from $4.25 to 
$5.05, which was an eight — a substantial increase in cost that did 
not have any job effect at all.

So the overwhelming thing to keep in mind is most 
businesses and most small businesses provide health insurance, their 
costs will go down. Their administrative costs will go down. Their 
security in hiring more people will go down. So any logic that would 
lead you to say that some people have higher costs and that will have 
a job effect, that same logic should mean that there will be job — 
there will be job gain. I don't know if there is a conclusive study

ADMINISTRATOR BOWLES: I could say that we've gone 
through lots of different times of looking at it.

You said you expected some net job gains out of
I mean, what do you base
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at this moment on what the effect is.

Thank you.THE PRESS:

END 4:20 P.M. EDT

But overwhelmingly — and I mean, Erskine’s heard this. 
We've heard this all through the campaign. The fear, the insecurity 
over health care costs is — clearly has a deterrent affect on people 
— on employers. And I don't know if there is a conclusive study. We 
have not even put out the final facts of our study. But I do suggest 
that one should look very, very skeptically to anything that one has 
heard on the negative side, and that the overwhelming — that if you 
provide insurance, your costs are going down and that that will have 
a positive wage or employment affect. Either your current workers 
will likely receive a higher wage, or you will have more capacity to 
hire future workers.

  ’ , But I will say that anything
that's being put out there that's suggesting there is job loss is 
bogus. And that is pretty generous.

Q I think we're wondering, Gene, where the President 
got his information that would lead him to acknowledge that there 
might be a job loss involved here.

MR. SPERLING: The President said — he said that's he's 
not going to tell you that everybody is going to be — that every 
single person is going to immediately feel an immediate financial 
benefit in every single way. But that does not mean that there is 
not going to be a job gain — I mean, this is part of an overall 
economic plan that is designed to bring the deficit down, to bring 
low interest rates down, to give people security that they can hire 
workers without having to fear an explosion in health care, or that 
if one of their workers were to get sick, their health care costs 
were to go out of control — this is part of an overall plan that I 
don't think we have any question is going to be good for the economy 
and good for job growth.



Clinton A ides· Predic{ Health.Care Plan 

Will Result in Net]ob Gain in Long Tenn 
By RICK WAKTZMA." measure . 

.siaff R�po••�• o/TKB WAU. ST'JIEET Jou,u,.u. In addlllon, the administrallon ls try· 
· WASHINGTON - White House officials ing to detennine what would happen to the 
predict President Olnton's beallh<are ranks or the setr·employed, who would 
plan would generate more jobs than It enjoy enhanced tax benerits under the 
would cost over the JQnr tenn. But they health plan. And White House ortlclaJs are 
concede that the impact on the job market wondering whether as many as a quarter 
dwinr the first r�y�ls Jess clear:. or the naUoo's welfare recipients could be 

· The employment lssulls sure to be one prompted to enter the Job market If
or the most politically exJ>losive aspects or health coverage were guaranteed. 
the coming heaJUH:att debate.· · or course, no part or the labor martet 
. Some studies �-have asserted would be as roiled by the Clinton proposal 
tfiat the president's proposal, which would as would the health-are sector. Bui while 
mandate that all employers contribute to some occupations, such as insurance 
their workers' medlcal coverage. would agents, are likely to suffer under the plan, 
cost millions of Jobs 1n ttie long run. home-based health-care providers and olb-
• : Bui admlnlstration·cfflclals argue that ers could prosper.
those models don't take lnto account a In an appearance yesterday on CBS-
variety of orrsetting factors, including gov• TV's "Face the Nation," senior White 
emmenl subsidies lb.al would be offered to House adVJser Ira Magaziner said !bat 

aJI b j _1- when It comes to jobs, "there's likely to be sm us nesses.-.. �- ,_., 
"It's hard to know what the effects some gain in the short term, and then 

would be in the short l"Wl. &Jlhough they're on net balance, we think there will be some 
likely to be small.". aald Laura 1)$0n, gain In the long term as well." In an 
chairwoman or the.president's C.Oundl of interview later. Mr. Magaziner dartrled 
Economic Advisers, ·in an interview. "But his remarks and said he was talldng about 
the benericial effects ol. the plan would short·tenn gams in the health-care sector 
strengthen over!lkne'..�J;'---._ &Jone. He sald he agreed with �- Tyson 

The idea ls tbat by re1ri1ng In the growth that the net effect_on th�verall Job martet 
oI health-are "'9&t:l,-<l0mpanles should. ·: 1s more. uncertalD dunng the first few 
have more money to spend 1n other areas, years, . 
Including hiring. Ms. Tyson said the Clin· Ounng the talk &bow, Mr. _Magaziner
ton plan would prob&bty result in a net job was challenged on _several �mts by the 
gain within five or six yea.rs or being put h_eads or the Amencan Medical Assoeia-
into plac.e. but she declined to provide a lion, Health ln�urance As�laUon of 
specific estimate. America an� National Federation or lnde-

Not everyone agrees with the adminis· pendent Business. . . . 
lrallon·s assessmenL Princeton Un.iver· James Todd, executive Vlce president 
s\ty labor economist Alan Krueger figures or the. AMA. �aid he �nies about ':he
the plan would mean 200.000 to 400,000 admim��ll.on s emph8:5LS on cost contam· 
fewer jobs In 10 yean tba.n would other· ment. We re beg,Mmg to wonder If 
wise be the case they're putting dollars first, putting the 

Still, Mr. �r. whom.the adminis· patient s�n�," he said. NFIB President 
tration credits wilb having one or the most Jack Fans said his 610,000 members. who 
sophisticated e<X>DOmic models 1n this are owners or small fumS_. "teU us they 
uea, noted that would be only a small job have g,:eat r�ar that Ibis will put them out 
toss In the context or a labor market With or busmess because or the employer 
120 million workers. "This is going to be a mandate. . . 
bie- Issue for opponents or the plan " he In response. Mr. Magaziner said the 
said, "but it's largely a red herring.': proposal shouldn't lead to a rationing or 

Pinning down the likely impact or the medical servlce�. as Dr. Todd sug�ested, 
Clinton plan on the job market is a diffi• because there 1s so much waste m the 
cult, if not Impossible, task. The presi· current system to be squeezed out first. 
dent's proposal would do so many things 
simultaneously - extend comprehensive 
health benefits to every citizen. caU on 
every employer to help provide insurance 
coverage for their worters, and cap the 
rrowth or both private and public-sector 
medical costs - that no economic model 
exists that factors In au or the varlabies. 

"Some or lhJs ls unknowable," Ms. 
Tyson said. "The models are very imper· 
feet.·· 

There are other compUcatlons as weU. 
'or inst:.nce. administration economists 
are still struggtinf to understand the 
eventual impact or the proposal on early 
retirees. The Wlute House has said the 
government would pick up the bulk of the 
heaJth costs for early rettrees, lea.ding 
some in the adminlstratl on t.o rear that 
companies would be encouraged to shed 
many or their older worters. 

Early reUrees. aged !i5 to 65, are too 
young to be covered by Medicare. the 
federal health-care lnsuran� program for 
the elderly and disabled, and have become 
a particular burden for the nation's Big 
Three auto muen a.s weU as companJes In 
other mature industries. But It remams 
unclear whether compa.nl� that take ad· 
vantage or the euly•reoree proVJS1on 
would � assessed a special surcharje 
potentially lessening the fallou1 lrom tt1° 

Ginton to Call for a Ban 

On Plut-0nium Producti-On 
B11 a WAu. ST'IIEET JOUllNAJ.. S101/ R�po••�• 

NEW YORK -In his first speech to the 
United Nations General Assembly. Pres!· 
dent Clinton Is expected to call for a 
world·wide ban on the production or 
plutonium and enriched uranium, a.s part 
or an effort to contain the spread or 
weapons of mass destruction. 

Mr. Clinton believes that the spread uf 
such weapons represents the primary 
danger to the world In the post-COid War 
period. According to a senior administra· 
lion orrid&J. the need to stop the proiller­
ation or weapons or mass destruction, 
mcludlnr nuclear, chemical and blologi· 
cal anns, will be one or the major themes 
or Mr. Clinton's speech this morning. 

In add.loon, the president wUl call oo 
other nations to stop testing nuclear 
weapons, as part or his overall support 
for a comprehensive ban on such tests. 
He Will push for a strtngthening on 
the ban or export or missUe ttthnolor)'. 
Though he Isn't expected to five detalls, 
Mr. Clinton ·s proposals reflect the fact 
that the adm1n1stra11on·s mteragency � 
view of prohferallon Issues 1s complettd. 
ofhc1als said 

Clinton Backs Away 
From Plan to.Weaken 
Wtl£areWo�k Rules 

WASHINGTON (AP) - Tbe Clinton ad• 
ministration is backlng away from a plan 
to weaken work requirements for thou· 
sands or married parents on welfare. 

The Department or Health and Human 
Servlces withdrew Its plan Friday, three 
days after ouUlning the shill ln policy in a 
memo to stale welfare agtodes. 

HHS had wanted to allow welfare 
recipients from two,parent families to 
spend as liltle as eight hours a week on the 
job, Instead or the 16 bouTs C.Ongress 
required when It passed the law in 1988. 

Sen. Alfonse M. D'Amato {R.. N.Y.I, ac· 
cused the administration or weakeninr the 
work requirements at the same time Presi· 
dent Clinton has promised to overhaul aie 
welfare system and fon:e recipients to take 
a job after two years on the rolls. 

The work requirements are to lake 
effect Friday and require stat.es to find jobS 
or Job training for as many as 120,000

unemployed parents on welfare. The ad· 
ministration had tried to postpone the 
errecuve date for two years, but C.Ongress 
refused... Now that they can·t delay any longer. 
the administration is now trying to water 
down these work req\_1irements," Mr. o·A· 
mato said Thursday after learning about 
the administration's memo. but before it 
was withdrawn Friday. "It's clear that this 
administration is evadlng welfare re­
form." 

The administration, as weti as state 
welfare agencies and advocates for the 
poor. had argued that the changes would 
have gwen states nexlblllty to design �•ork 
programs to help participants find penna· 
nent jobs. 

But on Friday, a senior oHiclal at 
HHS said the plan had been scrapped. HHS 
decided to conduct a (wther review after 
receiving questions from lawmakers and 
state welfare agencies, -said the official. 
who spoke on condition of anonymity. 

States and advocates for the poor 
have complained that the new rules will 
force them to shift money away from 
training and education programs for single 
molhPrs 0n wctr!lN' inro rreatlng commu· 
nity semce jobs for laid-off lathers. 



on Revisits N.) • Public Seen as Uninformed
Diner to Sell Health About Tap ·water Problems

,NEW \'ORK, Sept. 26-President Clinton to• 
daY returned to a Queens diner he v1s11ed dunng 
th� prunary-th1s time on a new campaign to 
sejJ his health care plan to the American people. 

'Sitting on a stool at the counter of the Future 
Omer in Fluslung Meadows, Clinton met wllh 
people who had written to the Yt'hite House 
about their health insurance problems and wor• 
ri�s. 

·Each offered a dramatic personal example of
the problems Cllnton has diagnosed with the ex• 
isttng health care system: soaring premiums, 
insurance companies that refuse to cover �pre· 
elOsting condll1ons,· companies that baJk at pay­
ing for recommended treatment and people 
forced into poverty by medical bills. 

i•1 Just don't believe that we have to go on for 
a�other year or five years or 10 years being the 
only nation in the world that can't figure out how 
to gwe health care to everybody,· Clinton said. 
He said the White House has received 700.000 
letters on the issue and conll.nues to get about 
10.000 each week. 

. Her voice breaking, Marcia Blaize Callender 
dtscribed her family's ordeal after Lhey learned 
her 18-month-old son Matthew had a tenninal 
ilttess. When her husband lost his job, Callender 
�id. her insurance company refused to cover 
Matthew because his illness already had been 
dilgnosed. 

, The couple gave up their apartment, Callender 
quit work to care for her son, and her husband 
took a job with lower pay in order to qualify for 
medical benefits for Matthev.•, who died last De­
cember. "It is not Matthew's illness or the ill· 
nesses of other children that affects the quality 
of life,· she said. "It is a health care system that 
wjthholds support from these same children." 

• Noting that Americans change jobs on average 
eight times during their working years, Clinto_n 
said it is "unconscionable" that people lose their 
insurance if they switch jobs or become unem• 
ployed. 

WNo family should have their grief com­
pounded and their economic misery reinforced 
by this kind or problem,■ he said. 

Linda Haftel described her f�r of losing her 
health insurance since being told last year that 
she has multiple sclerosis-a diagnosis she has 
hidden from her insurance company. MAU that 
I've worked to build seems in jeopardy from 
what will be the rising costs of a lifelong illness," 
she said. 

Clinton said his system wouJd protect people 
like Haftel. WTh.is is the onJy country in the world 
where you can lose your insurance because you 
really need insurance," he said. 

Mary Jayne Van Wyck, who received a liver 
transplant, has prescription bi!Js of $800 monthly 
and said that despite her college degree and 
MBA, she cannot work because she wouJd lose 
her disability and Medicare coverage if she took 

a job. NSo I'm stuck at a po\"erty le\'el \l.ith no 
msurance and keep my fingers crossed," said 
Van Wyck. After the event, when Clinton had 
left. Van Wyck appeared to  suffer a seizure and 
was taken from the diner m an ambulance. 

Other people described the burden of paying 
for health insurance. Mark Fish said he and lus 
wife. who earn $40.000 annual!}. pay $8,000 a 
year for coverage for themselves and their 
young son-an amount Clinton said wouJd be cut 
rouRhJY in half under his plan. 

Ewen G1lhes said that after ·a workinR h!etune 
of paymg for the \'ery best hosp1ul and ma)Or 
medical insurance on the market." he had to 
come up with S l 00.00<J for a bone marrow 
transplant and chemotht:rapy for his wile be· 
cause the hospital demanded the monev in ad­
,·ance and h1; insurer refused to pay more thar. 
$60.000 ior the trc:atment�. 

p la 11 
Study: �ntamination Alay Kill 900 fuclz }ear

pon 1s ··con�1ruc11\, · 1.i i1, ,jji:·.;: · 
bnng the issues to hght. ·Some o: 
the findings in the study seem to Ix-

By Gary Lee 
w-.,,.., ""'' 5u11w,..,.

Millions of Americans may be consistent \I.1th our own f1ndmg,." 
usiaware they are drinking and Fox said. 
�g in lCOOt.aminated tap wa• He added that state enforcement 
ur and federal a.nd state officials of water qualny violations is a •kty 
ue' to blame :tor leaving the public problem" and said the EPA is ac-
a.rge11 �. according to an lively looking for ways to strength• 
�tat watchdog group. en its ability to pressure states to 
· i CinJ1i,data\from the Centers for more stringently enforce the Safe
Dis.ease-..'Cool:rol a.nd Prevention, Drinking Water Act. 
ue ; Natural; Resources Defense Last month, EPA Administrator 
Clow¥::il's �year investigation of Carol M. Browner recommended 10 , 
�e nation's drinking water said as Congress a package of proposal; 
runy as 900,000 people get sick aimed at improving the quaJ1t)' of 
each year from waterborne diseases drinking water nationwide. The 
a.ad that 900 may rue aru1ually from proposals focus on ways to make 
water contamination. enforcement of water quallly Jaw; 

I In one highly publiciz.ed case in less cumbersome. The Clinton ad• 
Milwaukee last March, an esti• ministration also has requested 
uiited 370,000 people fell ill and at $3.7 billion in increased funding for 

enforcement of drinking water qual­least 47 died after drinking cont.am· 
th . , 1 ity laws. dtM water !rom e city s supp y. 

Fox stressed that there is not a I-situations like Milwaukee are 
major problem with water quality. OCbltring all over the country 00 a 
"The U.S. has one of the safest l4a1ler scaJe, but we don't hear drinking water systems in the atput them beaU.9C a lot of people 
world," he said. "We're just talking ctcii't ·report illnesses." said Erik 
about finding ways Lo make it bet-Olfon, who wrote the NRDC report 
ter." f�reJease today. "And a lot or 0th• 

Olson aJso said that in general e� are at ris1t unless some- water systems across the country �g is done soon." are complying with the envuon• 
. 1he NRDC found that lax en• menul rules. "There is no need for f�t or the nation's safe public panic,� he added. dndcing water laws by federal and The number or violations or �

�
-uthorjties is a ma?r part of drinking water regulations differs 1thl! roblem. The Eovironmenul significanUy from region to region. l 

f>".>t · � logged 300,000 . In the District, there were only two
s!,

�
, {tjSeral �lations in 1991. violations registered in 1991 and ·

·and, 2, accordin& to Olson, but·· 1992, according to the study, com- , . only· percent result� in pen:3ltie� ..•. pared to 1,990 violations in V11guua
,,An er problem Ii official si• and 332 violations in Maryland dur•

� �en water saf�ty violations ing the same period.
ac,: �vered. Only 10 11 percent The most common conlarrunants al.. drinking water law violations is in drinking water are nucro-
the puli.ic informed in a timely fash• organisms such as bacteria and 
;o.i by �ral or state officials, the pathogens, Olson said. But dnnking 
stndy sad, referring to 1992 Gen· water also accounts for about 20 
era! Accounting Office data. percent of the total lead expo-

One rusoo state officials appear sure-mostly from pipes and sol· 
rcluctan� to penalize water facili- der-for an average person. 
ties, Olsoo said, is that they seem to The report recommends several 
feel that water departments are steps for alle\'lating problem$ wnh 
l)etform.iqg a public service and tap water. including the estabhsh-
sbou}d beltreated leniently. ment of a re\"oh·mg fund for loca: 

:.EPA stokes.man Chuck Fox ac• water systems to upgrade the1,.
knowledgkl that there are some equipment and better enforceme�t
problems with drinking water con· of rules that require pubhc not111·

tami.natio4 ·and said the NRDC re,, cation of dnnlung water problem�. 

1.• 



Job Losses in Health Plan Are Denie"d 
By STEVEN GREENHOUSE 

s-... 110 nw N<-w Yor11 Times 
WASHINGTON. Sept. 27 - Recog• 

nmng 1ha1 in 1h1s day and age the 
econometric study 1s m1izh11er than the 
sword. 1he Clinton Adm1nis1ra11on has 
begun fighting back against reports 
concluding that 11s health care plan will 
cause huge Job losses. 

One study, largely financed by com­
panies that do not provide health insur­
ance for their employees, asserts that 
requiring employers to pay for health 
coverage would wipe out 3.1 million 
Jobs. Another study, sponsored by the 
Na110nal Federauon of Independent 
Business, a small-business lobbying 
group, esumates that such costs would 
put 12.7 million jobs at risk and cause 
one million layoffs. 

Labor Secretary Robert B. Reich 
said in an 1n1erv1ew that the studies 
were "incorrect," adding, "They're 
based on questionable assumptions and 
they didn't factor In our subsidies for 
small business." 

Gene Sperlin3, an asslSlant 10 the 
President for economic poJicy, called 
the studies "bogus" and "inaccurate." 

Research Called Sloppy 

And In a letter to the study est1mu­
in1 3.1 million lost Jobs, Laura D'An­
drea Tyson, chairwoman of the Council 
of Economic Advisers, sounded like 
the economics professor she used to be 
as she chided the authors for what she 
v,ewed as sloppy research. She said, 
for example, that the study ignored 
how the plan would hold down health 
costs for companies large and small, 
enabling them to expand. 

These officials also said the studies 
overlooked how President Clinton's 
plan might create hundreds of thou­
sands of new jobs in certam areH by, 
for example, expandlna home-based 
health care. 

"There are IC>ffle thinp in the plan 
we thinJl wm incraN employment." 
Ms. T)'991'1 _saJd In u lntervtew. "There 

are some !actors that will reduce em­
ployment, and there are things that 
would change the compos111on of em­
ployment. When we weigh all these 
things. we believe the net effect on the 
101al of J0bs will be small." 

'Dr. Kevorkian Prescription' 
Republicans have seized on the stud­

ies as Exhibit No. I 10 oppose that part 
of Mr. Clinton's plan to require all 
businesses to pay part of the cost of 
insurance for their employees. 

"We're likely to lose 3.1 million Jobs 
because of this plan," said Representa• 
uve Dack Armey of Texas, chairman of 
the House Republican Conference. 

Clinton officials 
say the plan will 
hold down costs 
for businesses. 

"The plan is really a Dr. Kevorkian 
prescr1puon for the jobs of American 
working men and women." 

As so often happens when Govern­
ment proposes a new burden on em­
ployers, business lobbyms are howling 
- not that the mandate will eat into
their profns (that wins little sympa­
thy), but that it will force them to lay
off their workers.

Small-business opponents or the plan 
requiring employers to buy health cov­
erage make a straightforward econom­
ics argument: It would increase t.he 
cost of labor. And when labor becomes 
more expensive, employers are not 
able to afford as much of it. The result: 
layoffs and fewer new hirings, espe­
cially among low-wage workers. 

"From what I'm hearing from busi­
nesses, my anecdotal insuncts tell me 
that the esumate of three ru.Uhon job 

losses Is a low number," said Richard 
Berman. execuuve director of the Em­
ployment Policies lnsutute, a business­
backed research orgamzauon that 
sponsored the study esumaung 3.1 mil­
hon Jobs would be lost. "There are over 
700.000 restaurants in the U.S .. 1! each 
restaurant cu1s back one Job on aver­
age. that gives you almost 25 percent of 
the total." 

Small-Business Subsidies 
The Administration's biggest com­

plaint with the studies 1s that they 
ignore the subsId1es to help small busi­
nesses afford insurance premiums .. 
When two professor�from Baruch Col­
lege, June and Dave O'Neill, did the 
study for the Employment Policies In­
stitute, they esumated that small, low­
wage companies like restaurants and 
retailers that do not now offer insur­
ance would have to spend more than 
$4,000 per worker 1n health care premi­
ums for many low-wage workers, equal 
to more than 30 percent of their wages .. 

Adm1n1strat1on officials note that the 
President's plan would place a ceiling 
on what businesses pay. Under the 
plan, many small businesses with low­
wage workers would receive Federal 
subsidies, so they would pay no more 
than 3.5 percent of their payrolls. 

"For a worker earning the minimum 
wage of $4.25 an hour, our cap would 
cost Just 15 cents an hour more." Sec­
retary Reich said. "That shouldn't 
cause much In the way of layoffs." 

Ms. O'Neill and Wilbur Steger, an '\ 
author of the study estimating a loss of /, 
one million jobs, conceded that the 
figures they used differed from those In 
the plan announced by the President. 
But they said they made the best esti­
mates they could with the information • 
available. 

The two economists contended that 
I the Clinton plan would cause far great­

er Job losses amon1 small businesses 
than the Admmastration pred1cts. They 
said the Admmlac.rauon would have 
problems flndm1 money to pay ror the 
tens of bilhons of dollars in subsicues 
planned for small businesses. 

In early veraaaof the Clmton plan, 
I before the .,,.,...,.,. were added, Ad· 
1 m101stration .n.1s esumated that 
1 the reqwren.nt that employers buy

health covenae ml&ht cause small 
buaineues to lay ott 200,000 to 700,000 
woners. But with the subsidies, one 
offlaal esuma&ed It W9ldd COS( about 
150,000 jobs at small buainesles that do 
not now provide health Insurance. ., 

"That repreNnU one month's worth 
of job creation," one Adnurustration 
economist said. "Isn't that worth 11 
when what we pin in return 1s health 
security for all Americans and an end 
to spiraling health care costs?" 

' 
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SMALL BUSINESSES 

MAY GAIN A BREAK 

Mrs. Clinton Says Health Plan 

Would Limit Premiums on 

Employee Insurance 

By STEVEN GREENHOUSE 
Spc.-<11110 The Ntw York Tunes 

WASH ING TON, July 28 - Seeking 10 
ease the rears or small businesses, Hil­
lary Rodham Clinton said today 1ha1 
they might be allowed 10 pay signifi­
cantly lower health care premiums un­
der the Adminls1ra11on's health care 
propos�ls than large companies would. 

Al a closed meeting with members or 
the House Small Business Committee, 
Mrs. Clinton suggested that the Admin­
istration was thinking or limiting what 
many small businesses would have 10 
pay for health care 10 less than 3.S 
percent or their payrolls. 

Members or the commlllee applaud­
ed this suggestion because ii could 
mean that the small businesses would 
pay far less than the 7 percent to 9 
percent of payroll that had earlier been 
discussed. Some Administration offi­
cials say large businesses will pay 7 to 
9 percenL 

The Adminis1ra1ion plans to require 
all businesses to pay for their employ­
ees' health Insurance. The most likely 
mechanism 1s a payroll premium; for 
companies that already provide insur­
ance, this would replace the money 
they now pay in premiums for private 
policies. 

Break for Low-Wage Companies 
As quoted In a summary or the meet­

ing furnished by one member or Con­
gress, Mrs. Clinton said: "As it now 
stands, the small businesses who cur­
rently provide health Insurance bene­
fits are subsidizing those who do not. 
This cannot be allowed to continue. 
Those employers and employees who 
are not contributing are gelling a free 
�ide, and the rest of us pay through 
increased Insurance premiums and 
taxes. Everyone must contribute." 

In her remarks, Mrs. Clinton, chair- 1
woman of the President's task force on 
health care reform, sought to placate 
many owners of small businesses who 
are not now paying health care premi­
ums and worry that the Administra­
tion's plan, by requiring payment for 
insurance, could force them out of busi­
ness. 

White House officials said in inter­
views afterward that the Administra­
tion was leaning toward giving the 
most generous treatment to low-wage, 
low-profit businesses with fewer than 
SO employees. These businesses are 
considered most vulnerable to the cost 

/J of the new requirements. But the offi-
cials said they had not yet decided how 
to define which companies were low 
wage and low profit. 

"This is important, no question about 
It," said Representative John J. La· 
Falce, a Buffalo-area Democrat who is 
chairman of the Small Business Com· 
miuee. "If you are going 10 include all 
employers, you need some kind of 
break 10 ease the plight of these types 
of businesses." 

One Adversary Isn't Mollified 
Mrs. Clinton also said the Adminis­

tration would allow an appeal process 
for small businesses that Insist they 
are unable 10 pay the premiums. 

Officials from small-business organ­
iiations said Mrs. Clinton's remarks 
seemed intended 10 reduce the resist­
ance of small business not only 10 the 
President's forthcoming health care 
reforms but also to the Pres1den1 's SSOO 
billion deficit-reduction plan. 

But Mrs. Clinton's comments did li1-
1:e to ease the concern of the Adminis­
tration's main small business adver­
sary, the National Federation of Inde­
pendent Business, which has more than 
600,000 members. 

"We don't believe the Government 
should be telling any business owner 
how much he or she should contribute," 
said Leslie Aubin, the federation's 
health care analyst, "If you're paying 
nothing now, and you have to pay in 3 10 
4 percent of payroll, that will seem like 
an awful lot." 

One White House official said that 
even at the original 7 percent to 9 
percent level, the plan should also re­
duce the percentage of payroll that 
many large businesses pay for health 
care. 

Break for the Self-Employed 
In another move that reassured 

small business, Mrs. Clinton said that 
under the Administration's plan the 
self-employed would be able to deduct 
100 percent of their health care premi­
ums. 

Administration officials assert that 
their health care plan will not call for 
new taxes but rather premiums that 
will replace the health care premiums 
that employers and employees now 
pay. No rlnal decisions have been made 
on the size or the premiums, officials 
said, adding that the package will prob­
ably be made public in September. 

One official working for the health 
care task force said the Administration 
was leaning toward a fixed per-em­
ployee premium, like those now used 
by most Insurance firms. Such a pre­
mium of, say, S2,SOO per employee, 
would replace a premium that is now 
based on a percentage of an employ­
ee's income. 

Under Mrs. Clinton's suggestion, If 
there was a 4 percent cap on health 
care premiums for a small business in 
which the average worker was paid 
SIS,000, ii would have 10 pay $600 per 
employee. 

Representative Jan Meyers of Kan­
sas, the senior Republican on the House 
Small Business Committee, gave a 
mixed review to Mrs. Clinton's outline 
of the plan. "I generally do not like 
employer mandates, and there is an 
employer mandate in this plan," she 
said. "For those who aren't offering 
insurance, it may be very difficult for 
those small businesses who are barely 
making it." 

But she said that for those small 
businesses now offering health insur­
ance, the Administration's plan would 
probably slow, and perhaps stop, the 
rapid spiral of health care premiums. 
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President and C.E.O, of the NFIB, Jack Faris, led the 
press conference off by saying the NFIB agreed with 
probably 90% of the President's speech and that his six 
strategic points were "excellent." Their press release 
for today, however, read, "SMALL BUSINESS OWNERS REAFFIRM 
'SOLID OPPOSITION' TO HEALTH INSURANCE MANDATE."

September 23,

Faris then released the results of their recent Gallop 
poll, which stated that 85% of small business were in 
opposition to mandated health insurance. The poll was a 
random telephone sampling of 1000 of their members, 
having reached 970 in the Monday through Wednesday time 
frame. Their key point was the 60% said they "strongly 
opposed" requiring employers to contribute 80% of the 
premiums for the purchase of health coverage for full- 
time employees. John Motley chimed in at one point 
reiterating that NFIB represents its members and that its 
members are "dead set against employer mandates."

Faris was alerted to Governor Celeste's presence as soon 
as he arrived. As soon as the conference was over, all 
reporters gathered around Celeste who then gave a solid 
5 minutes on how the President's plan will implement many 
of the NFIB's goals. Jack Faris then joined Celeste and 
fiercely questioned him on employer mandates. Celeste 
pointed out that 80% of Americans have said this is the 
"most fair" method for achieving broad-based care.

5-6
Times

cameras, including CNN, the Washington 
BNA News (see Kiki Moore for others).

Faris and Motley both made the comment "subsidies are 
temporary, mandates are forever." Faris said the NFIB 
reflected its members' wishes, and that once the 
President's plan was submitted to Congress, the NFIB 
would give its members a "menu" of options to choose 
from, including Chaffee's bill, Cooper's, etc., 
then release an endorsement accordingly.
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SMALL BUSINESS OWNERS REAFFIRM "SOLID OPPOSITION" 
TO HEALTH INSURANCE MANDATE
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FOR IMMEDIATE RELEASE: 
September 23, 1993

FFI, CONTACT: Terry Hill or Angela Jones 
(202) 554-9000

WASHINGTON, D.C.--The Administration’s elaborate campaign touting the virtues of its 

health reform plan has won few, if any, converts among the small-business community.

Preliminary results of a Gallup poll, released today by the National Federation of' 

Independent Business, show 85% of the small-business owners surveyed still oppose 

proposals that would require employers to pay 80% of the cost of health insurance 

premiums for all full-time workers. The Administration’s plan to force business owners 

to pay a pro-rated share of premiums for part-time employees met similarly monolithic 

opposition (84%) from survey respondents.

"The Administration has been trying to sell small-business owners on the alleged 

benefits of accepting an employer mandate," sa;d Jack Faris, president of the 600,000- 

member NFIB. "The survey shows that, even when sugar-coated with promises of a 

government subsidy, small-business still isn’t swallowing this bitter pill."

Faris said his group commissioned the Gallup study to determine if the

Administration’s effort to court support for his plan had changed small-business owners 

previously documented opposition to a health insurance mandate. "We don’t 

underestimate the President’s eloquence or his ability to sway opinion on this or any other 

issue," Faris said. "But the survey confirms that small-business remains steadfastly 

opposed to this part of the Administration’s plan."

While enthusiastically supporting many elements of the Administration's health 

reform plan, NFIB has adamantly opposed efforts to require all businesses to pay for 

employee health coverage. The small-business group has maintained that such a mandate 

would create severe economic problems, including the loss of as manv^TS million*^ 

private sector jobs.
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The Gallup survey supported NFIB's contention that small-business payrolls have 

little elasticity to accommodate higher costs associated with employee benefits. When 

asked how they would adjust to just a 3.5 percent increase in payroll, over a third (35%) 

said their first move would be to hike prices, passing the cost on to consumers. One in 

seven (14%) said their initial response would be to lay off at least some workers or leave 

curr�nt vacancies unfilled. A quarter of the respondents hoped to avoid immediate lay� 

offs by cutting or freezing worker pay (11 %), reducing the hours of some employees 

(9% ), or paring back other employee benefits. 

Most respondents indicated more than one action would be needed to offset a 3.5% 

increase in payroll costs. Survey results indicate that both consumers and employees 

would pay a heavy price if business owners implemented "phase two" of their effort to 

deal with higher payroll costs: 

o nearly half of the businesses (48%) will be forced to raise prices,

o nearly a third (31 %) would have to let workers go or leave jobs unfilled,

o 28% would have to freeze or cut worker pay (the same percentage that
would cut their own earnings from the business), and a quarter would
reduce hours for at least some of their workers

o 15% would trim employee benefits.

Conducted this week. the survey polled 870 small-business owners throughout the 

country. The vast majority (78%) said the single bi&gest problem with America's health 

care system is its cost. Only nine percent of the respondents identified lack of universal 

insurance coverage as the system's worst problem, and only two percent agreed that the 

quality of health care is the pre•emincnt difficulty. 

Virtually all respondents (97%) agreed that health insurance costs are a serious 

problem for small business. Indeed, seven of every 10 (69%) characterized health 

insurance prices as a "very serious" problem. 

##### 



. Health-Plan Subsidy for Small Business Holds Surprises 
· 

J Analysis of Four Hypothetical Firms Shows Payments Could Vary a Lot 
Qy BRENT BOWERS 

Stqf/ ReporlA!r of TIIP. WALL STRP.f:T JOURNAL 

Many small businesses with low•pald 
workers look forward to a federal subsidy 
under President Clinton's heallh·care 
plan. But what Is their piece or the pie? 

Figuring that out is no piece or cake. 
The administration says annual heallh·ln· 
surance contributions of companies with 50 
or fewer workers would be capped from a 
low of 3.5%of payroll where wages average 
less than $12,000 a year to a high or 7.9% 
where they average more than $24,000. 
However, the administration is vague 
about defining payroll and the exact 
methods for calculating an employer's 
projected payments. .

So, The Wall Street Journal asked three 
health-care analysts to compute the Clin· 
ton plan's expected subsidies for four 
hypothetical small companies. Their con­
clusion: Small-business owners should ex­
pect surprises. The size of a subsidy could 
vary tremendously - more than most en· 
trepreneurs realize-and would depend on 
numerous factors such as a company's 
structure. Thus, In the four case studies, 
the average subsidy per worker ranged 
from $159 to S1,706 a year. 

All three analysts emphasized, how­
ever, that computations at this early stage 
or the health-care debate depend a lot on 
guesswork. The analysts are: Jane Jensen, 
a principal and health-care actuary at 
William M. Mercer Inc. In Denver: John 
O'Donnell, director or health-care policy 
and legislation at Buck Consultants in 
Secaucus, N.J.; and Thomas Kuhlman, 
vice president In the Chicago office or 
benefits consultants Towers Perrin. 

Here are the four scenarios - based on 
the Clinton proposal that employers would 
be responsible for 80% or yearly premiums 

and workers for 20%, with the annual cost 
of Insurance coverage projected to average 
SI.BOO for Individuals and $4,200 for fami· 
lies nationally. 

A restaurant: The owners. a husband 
and wife, pay themselves S20,000 each a 
year. The dining establishment employs 10 
full-timers: three need Individual coverage 
and the rest require family coverage. 
These workers each earn an average or 
St3,500 a year. Ten part-time workers - e­
venly split between Individual and fam­
ily coverage needs-put In an average or 15 
hours a week and make an average of 
S5,500 a year. 

Analysis: The employer's 80% share or 
Individual Insurance Is Sl,440 for lls full­
time workers and half or that. or $720, for 
part-time workers. The Clinton plan proj­
ects that the restaurant's annual conlribu· 
lion for family insurance would be S2,240, 
representing 80% or the weighted average 
premium adjusted for the number or two­
worker families In a proposed regional 
health alliance. For half-lime workers, 
family coverage would cost the restaurant 
half or that, or $1,120. 

Using these figures, the company's 
share or annual premiums for all em· 
ployees-lncluding the owners-would be 
$33,680. But its total payroll or S230,000, 
divided by 17 workers - Including the 
owners and counting each part-timer as 
half or an employee - yields an average 
wage or $13,529. That means t�e com· 
pany' s contribution would be capped at 
3.8% of payroll, or S8,740. The government 
would pick up the difference, or $24,940 a 
year. 

Point to ponder: "There are glaring 
omissions" In the Clinton proposal for 
calculating employment levels, says Mer-

cer's Ms. Jensen. Take a company with one 
full-lime worker earning 815,000 and one 
half-timer earning $5,000. "Do you fig­
ure average wage by dividing $20,000 by 1.5 
to get $13,333, or do you assume the 
half-timer is 'equivalent' to a full-timer 
earning $10,000 and thus divide S25,000 by 
2.0 to get S12.500?" she asks. "The proposal 
doesn't say. There are thousands or those 
kinds or (unanswered) questions." 

A v1tamln-plll maker: Organized as a 
usual C corporation, It Is owned by four 
partners. Each gets $110,000 in salary 
and bonuses. SS0,000 in dividends and 
S50,000 in tax-deferred profit-sharing and 
pension benefits. The 50 full-time em· 
ployees - 20 with Individual coverage and 
30 with family coverage - earn an average 
or St5,600. 

Analysis: The combined annual payroll 
or the 50 workers' wages and the four 
owners' salaries and bonuses comes to 
St,220.000, or an average or $22,593. With 
an average wage below $24,000, the manu· 
facturer meets one requirement for a lower 
cap on payroll contributions. But the con· 
cern wouldn't receive the lower cap be­
cause its work force exceeds 50 people, 
including the owners. So, ii would pay the 
maximum 7.9% or payroll. or S96,380 a 
year. Its annual payment for 20 individual 
health-Insurance policies and 34 family 
policies would come to $104,960. '.fhe gov­
ernment subsidy? A scant S8,580 a year. 

A consulting company: The company, 
set up as a sole proprietorship, Is owned by 
a woman who takes Its entire annual 
pretax profit or $13,000. As the sole em· 
ployee, she must also pay the Individual's 
portion or health insurance. 

Analysis: The owner would be lnellg"i-' 
ble for a subsidy on her Individual annual 
contribution or S360 because she makes 

more than 150%of poverty-level income for 
someone living alone. As the employer. 
however, her yearly contribution would be 
capped at 3.8% or St3,000. or S494. Uncle 
Sam would fork out a S946 subsidy. 

Point to ponder: The Clinton plan al· 
lows the owner to deduct the entire S854 
from her personal Income taxes. 

A textlle producer: Organized as a 
so-called Subchapter S corporation. its 
owner takes no salary. But he gets Sl70,000 
a year in corporate pretax profit, which 
flows to him as undistributed taxable in· 
come. Sixteen full-time workers earn an 
average SI0,500 a year. Four get individual 
coverage and the rest get family cover· 
age. 

Analysis: The picture here is murky. 
Indeed. two sets of assumptions produce 
startlingly divergent results. If you count 
the owner as a member or the work force 
but exclude his income, the manufac­
turer's average wage Is S9,882 and the 
employer's share or the health-Insurance 
bill would be 3.5% or St68,000, or $5,880. 
Since the premium for the 17 employees 
would be $34,880, the federal subsidy would 
be 529.000 a year. 

But if you include the owner's income 
as "wages." the employer's contribution 
toward the premium is 5.5% or $338,000, or 
SIB.590. That would produce a smaller 
government subsidy of $16,290. 

Point to ponder: Under current federal 
law, Mr. Kuhlman of Towers Perrin notes. 
owners or Subchapter S corporations 
"aren't considered employees for purposes 
or participating In benefit plans." Will Mr. 
Clinton ignore such owners' Income in 
figuring their companies· payroll? "Thal ·s 
an issue the administration needs to sort 
out," he says. 
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Plea Last Month for Armor in Somalia 
Was Ign()red in U.S., Army Aid� Say 
✓ By THOMAS E. RICKS 

And DAVID ROGERS
Slaff Reporter, o/TKE WALL STREET JOURNAL 

WASHINGTON - U.S. casualties in So­
malia this week might have been far 
lighter if a request made last month by the 
U.S. commander there for additional ar· 
mored protection had been acted on by 
Defense Secretary Les Aspin, Army offi· 
cials said. 

In early September. Army Maj. Gen. 
Thomas Montgomery. the deputy com· 

A Shift Jn Attention 
The twin crises in Somalia and RU88ia 
have shifted the White House's attention 
away from the struggle to enact much of 
its domestic agenda. Article on page 
Au. And while the crisis in Russia is 
turning out the right way for President 
Clinton, the other ia going badly, tragi­
cally wrong. Capital Journal, page Al8. 

mander of the United Nations military 
force in Somalia and commander of the 
U.S. contingent there, told his superiors in 
the U.S. that he needed a battalion or 
annored troops - that is, about 600 to 800 
soldiers, with about 55 tanks or armored 
personnel carriers - to protect the light 
infantry already there. The request, in 
somewhat reduced form, was relayed by 
Marine Gen. Joseph Hoar. head of the U.S. 
Central Command, which oversees Soma­
lia, and forwarded to the Joint Chiefs of 
Staff. 

The disclosures could aggravate Con­
gress's already sour mood over the Soma­
lia situation. The Senate Appropriations 
Committee Chairman Robert Byrd has 
vowed to press for a vote this week on a 
cutoff of funds for the mission. The Clinton 
administration is anxious for more time, 
and the president is scheduled to meet 
today with top national security advisers 
and military leaders in the expectation of 
announcing a policy decision soon. 

While Gen. Montgomery's request for 
armored troops was never formally re­
jected, it wasn't acted on either, despite 
extensive discussions down the chain of 
command. Frustrated by the inaction, se­
nior Army officers at least once informally 
prodded the staff of the Joint Chiefs for 
action, an Army officer said. Mr. Aspin 
declined at the time to send the armored 
troops after receiving conflicting advice 
from Gen. Colin Powell and other members 
of the Joint Chiefs, a Pentagon official 
said. 

Others familiar with the situation said 
there was little sense of urgency at the 
Pentagon when the request arrived. And 
the need for the annored vehicles wasn't 
as clear last month as it is now, partly 
because the forces of Somali warlord Mo­
hamed Aidid hadn't yet begun to show how 
adept they could be at shooting down U.S. 
helicopters. In addition. they said, com­
manders on the ground always ask for 
more resources than they really need. 

However. in the wake of Sunday's fight­
ing, which more than doubled the number 
of U.S. combat deaths in Somcl4a, the 
Pentagon acted quickly to fulfill Gen. 
Montgomery's request Mr. Aspin ordered 
the deployment of four heavy tanks and 14 
Bradley Fighting Vehicles and other equip­
ment making up about one-third of what 
the general asked for last month. 

Mr. Aspin's failure to act on Gen. 
Montgomery's request is already provok· 
ing members of Congress, irate over the 
seven-hour delay that occurred Sunday 
before a group of U.S. troops were rescued 
in downtown Mogadishu. The bulk of the 
nearly 100 casualties that the U.S. forces 
suffered in the Somali capital occurred 
during those seven hours before U.N. 
forces were able to rescue a group of 
90 U.S. Army Rangers pinned down under 
heavy ftre without annored protection. 
The U.S. was forced to rely on Pakistani 

and Malaysian armored vehicles to rescue 
the Rangers because it had no tanks of 
its own. About 70 of the 90 Rangers were 
killed or wounded in the firefight. 

The nervousness in Congress was evi­
dent yesterday afternoon during a 
crowded closed-door Capitol briefing with 
scores of lawmakers and high administra­
tion officials. Defense Secretary Aspin 
and Secretary of State Warren Christopher 
intended to consult with Congress on the 
Somalia policy, but the format and lack of 
specific answers only angered members 
and reinforced the perception that the 
mission's goals remain unclear. 

The pressure now is for the White 
House to narrow the American mission in 
order to expedite withdrawal. Another 
alternative, calling for a larger buildup, is 
favored by some prominent lawmakers 
who fear the U.S. would otherwise be seen 
as deserting the U.N. But this would / 
require a consensus and resolve that didn't 
show itself yesterday. 

"Either have a buildup or get out as 
soon as possible," declared Rep. John 
Murtha (D .• Pa.), chairman of the House 
Appropriations defense subcommittee. 
Senate Majority Leader George Mitchell 
said: ''I'd be amazed if the the Senate 
voted for an immediate withdrawal as long 
as we have hostages over there." 

Among Republican conservatives. 
there was open hostility. And while Senate 
GOP Leader Robert Dole argued to give 
Mr. Clinton until Oct 15 to spell out his 
goals, rank-and-file members were clearly 
frustrated. 

"Not a chance," said Rep. Harry John­
ston CD .• Fla.), who heads the House 
Foreign Affairs Africa subcommittee. 
when asked if a majority in the House 
would vote to sustain funding for the 
Somalia mission. 
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Job Losses in Health Plan Are Denied

put 12.7 million job 
one million layoffs.

for businesses.

1 I

THE NEW YORK TIMES, TUESDAY, SEPTEMBER 28, 1993

"The plan is really a Dr. Kevorkian 
prescription for the jobs of American 
working men and women.”

As so often happens when Govern­
ment proposes a new burden on em­
ployers, business lobbyists are howling 
— not that the mandate will eat into 
their profits (that wins little sympa­
thy), but that it will force them to lay 
off their workers.

Small-business opponents of the plan 
requiring employers to buy health cov­
erage make a straightforward econom­
ics argument: it would increase the 
cost of labor. And when labor becomes 
more expensive, employers are not 
able to afford as much of it. The result: 
layoffs and fewer new hirings, espe­
cially among low-wage workers.

“From what I’m hearing from busi­
nesses, my anecdotal instincts tell me 
that the estimate of three million job

losses is a low number,” said Richard 
Berman, executive director of the Em­
ployment Policies Institute, a business- 
backed research organization that 
sponsored the study estimating 3.1 mil­
lion jobs would be lost. "There are over 
700,000 restaurants in the U.S.; if each 
restaurant cuts back one job on aver­
age, that gives you almost 25 percent of 
the total.”

Small-Business Subsidies
The Administration’s biggest com­

plaint with the studies is that they
ignore the subsidies to help small busi­
nesses afford insurance premiums. 
When two professor* from Baruch Col­
lege, June and Dave O’Neill, did the 
study for the Employment Policies In- ; 
stitute, they estimated that small, low- | 
wage companies like restaurants and 
retailers that do not now offer insur­
ance would have to spend more than 
$4,000 per worker in health care premi­
ums for many low-wage workers, equal 
to more than 30 percent of their wages.

Administration officials note that the 
President’s plan would place a ceiling 
on what businesses pay. Under the 
plan, many small businesses with low- 
wage workers would receive Federal 
subsidies, so they would pay no more 
than 3.5 percent of their payrolls. 

"For a worker earning the minimum 
wage of $4.25 an hour, our cap would 
cost just 15 cents an hour more,” Sec­
retary Reich said. "That shouldn’t 
cause much in the way of layoffs.”

Ms. O’Neill and Wilbur Steger, an 
author of the study estimating a loss of 
one million jobs, conceded that the 
figures they used differed from those in 
the plan announced by the President. 
But they said they made the best esti­
mates they could with the information . 
available.

The two economists contended that i 
the Clinton plan would cause far great-1 
er job losses among small businesses 
than the Administration predicts. They j 
said the Administration would have 
problems finding money to pay for the 
tens of billions of dollars in subsidies 
planned for small businesses.

In early versions-of the Clinton plan, 
i before the subsidies were added, Ad- 
I ministration officials estimated that 
‘the requirement that employers buy 
health coverage might cause small 
businesses to lay off 200,000 to 700,000 
workers. But with the subsidies, one 
official estimated it would cost about 
150,000 jobs at small businesses that do 
not now provide health insurance. fj 

“That represents one month s worth 
of job creation,” one Administration 
economist said. “Isn’t that worth it 
when what we gain in return is health 
security for all Americans and an end 
to spiraling health care costs?”

Labor Secretary Robert B. Reich 
said in an interview that the studies 
were “incorrect,” adding, “They’re 
based on questionable assumptions and 
they didn’t factor in our subsidies for 
small business.”

Gene Sperling, an assistant to the 
President for economic policy, called 
the studies “bogus” and “inaccurate.” 

Research Called Sloppy

And in a letter to the study estimat­
ing 3.1 million lost jobs, Laura D’An­
drea Tyson, chairwoman of the Council 
of Economic Advisers, sounded like 
the economics professor she used to be 
as she chided the authors for what she 
viewed as sloppy research. She said, 
for example, that the study ignored 
how the plan would hold down health 
costs for companies large and small, 
enabling them to expand.

These officials also said the studies 
overlooked how President Clinton’s 
plan might create hundreds of thou­
sands of new jobs in certain areas by, 
for example, expanding home-based 
health care.

“There are some things in the plan 
we think will increase employment,” 
Ms. Tyson said in an interview. “There

By STEVEN GREENHOUSE 
Special io The New York Times

WASHINGTON, Sept. 27 — Recog­
nizing that in this day and age the 
econometric study is mightier than the 
sword, the Clinton Administration has 
begun fighting back against reports 
concluding that its health care plan will 
cause huge job losses.

One study, largely financed by com­
panies that do not provide health insur­
ance for their employees, asserts that 
requiring employers to pay for health 
coverage would wipe out 3.1 million 
jobs. Another study, sponsored by the 
National Federation of Independent 
Business, a small-business lobbying 
group, estimates that such costs would 

’ jobs at risk and cause
Clinton officials 
say the plan will 
hold down costs

are some factors that will reduce em­
ployment, and there are things that 
would change the composition of em­
ployment. When we weigh all these 
things, we believe the net effect on the 
total of jobs will be small.”

‘Dr. Kevorkian Prescription’
Republicans have seized on the stud­

ies as Exhibit No. 1 to oppose that part 
of Mr. Clinton’s plan to require all 
businesses to pay part of the cost of 
insurance for their employees.

"We’re likely to lose 3.1 million jobs 
because of this plan,” said Representa­
tive Dick Armey of Texas, chairman of 
the House Republican Conference.



And Now, Anxiety as Terrible as the Fioods
By ISABEL WILKERSON A I : -Fo� Tracy Kehoe, a fl� victim
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Spoc1.1r •0 Toe New Yori! Times , Ing in a temporary apartment outside 
ST. LOUIS, SepL 24 - On a balmy SL Charles, Mo., with her husband and ' Those who appear to have the hard­

Sunday after church, Elizabeth Crane two young daughters, the only way she eSt Lime coping are the elderly whose 

ood · h been bl lives and memories were washed 
st tn a parking lot trying to recall as a e to make it is to pretend away, and the residents whose lives 
h�r address. It had been a month th;, flood never happened.. • were on the edge even before the floods
since the river took the house h 

Then the kids w1U ask 1f we re ever struck. 
lived in for 44 years the little t 

s � going home. an� 1 have to face reaJity," One 70-year-old Missouri man lost 
Hardi'n ' own ° Mrs. Kehoe said, adding that she then•. Mo .. where she settled as a goes Into the bathroom and wrns on the his wife to cancer in May and hrs life's 
war bride, the antique table linens faucet "so the kids can't hear me cry." possessions to the floods in July. He 
from her mother in Germany and Anxiety and depression have set in at ' turned to a counselor, Doug Hatfield, 
even the cemetery where she buried a 11me when people here most need for help. _Mr. _Hatfi�ld recalled, "I was 
her husband. their minds clear to negotiate the bu- · ��ung w11h him this week and he said,

"L " • I reaucJ'acy set up to help them, to get on .�Y should I live?' 
I et me see, she said, looking to with the cleanup and to make the hard · I ha�e no answer to that " the coun-

the pavement for clues. She thought : choices confronting them _ where 10 , selor said.
hard, o:ie� opened her purse and be· rebuild their homes, where to find work ; A burly blue-collar worker broke
gan mmmg for anything with her and schools. down at a Red Cross center, and his 
house number on it, growing more 

troubles cascaded out: He had lost his 
frus

.
trated with each wrong envelope 

Natural Grieving h�me_and his job and was unable to tell 

she found Psychologists say these responses - his wife how bad things were because 

"H 
: ,. . . Mrs. Crane's memory lapse or Mrs. she had epilepsy and he feared she 

. _ere it is. she said, finally, re- LeFever's Joss of appetite, for instance would not be able to bear iL The two of 
tnevmg a scrap of paper. "Front• - are normal reactions to painful and them were holed up in,a motel room 
Street. 402 Front Street" : extraordinary circumstances and are . with their three young children and he 

The river that had broken her heart I part of natural grieving. They are re- did not know how much more he could 
took.a piece of her memory, too. : sults of cnsis overload, specialists say. ta�e. A 5?Cial worker, Linda Berkowitz, 

"The reality of the flood is something guided him to a back room to talk. 
Post•TraumadcStress , nobody can change," said Dr. John F. "His eyes were filled with tears by 

. It has been nearly three months : Snyder, a . cl!nical ps�ch?logist at , the ume we sat down," Ms. Berkowitz

smce the great rivers first rose up I Southern Illinois Universny in carbon- said. "I told him, 'Just go ahead and 

against towns and farms in the Mid• r• dal�. "ll lasted longer than anybody cry,' and he did. He just cried and cried

wesL Jn some places the rivers a proJected. The st�ss factor went on and cried. He cried for about 15 min-
. . . re and on. It's the kind of stress that is utes. He kept saying, 'I don't even know

rtSmg agam, _and now - after weeks ' debilitating, that wears people down. who you are, and here l am crying like
or levee-shonng heroism folJowed by It's like there 1s a zero sum ability to a baby.' And I kept saying, 'You are not 
the tearful taking or inventory and . cope." the first.' " 
detez:mined attempts to clean up - For people already beaten down by The Loss or 8 Home 
the signs of post-traumatic stress dis- · the rivers, the current rains are fur-
orfer, the kind that haunts some com- ther insult. making life messier and 
bat veterans and survivors of I even more depressing. The rains delay 
crashes h v . P ane the cleanup and draw out the grieving. •. � e set. In among !Danr of But in towns atready at rock bottom, 
the region s ordinarily stoic river there is little left for the new flood. 
people. waters to destroy. 

If Hurricane Andrew, with its sjn- While the rest of the country turns its 
gle, violent touchdown in 1992 was attention to President Clinton's health 
like a heart attack to South Fl�rida care plan or the debate over the North 
the Midwest floods of 1993 have bee� 

American Free Trade Agreement, 
like a cancer, gradual and insidious 

things are as bad as they ever were for 
many people here. 

What makes it especially hard for 
some ·people is that there is not the 
same social validation for those griev­
ing the loss of a home as there 1s for 
those grieving the loss of a loved one, 
some counselors say. The home may be 
the repository of life possessions and 
memoQ_es and the symbol of security 
and connectedness to the larger worl<J., ,., 
but those who lose one are expected to 
pull themselves together. ;·,: 

and frighteningly enduring. People 
who have Jost everything and lived 
like orphans in motel rooms and rela­
tives' basements do not know when or 
if they will be able to rebuild or even 

"American society has trouble ac­
cepting permanent scars and perma;:,'. 

Disrupted Family Life nent misfortune," said Aphrodite Mat.' 

if their towns will e.xisL 
Many barely had the chance to 

/ �tinued-From Page Al

For the last two months Michael sak1s, a staff psychologist and speciar:·· 
Cantrell, a financial officer who lives in ist in post-traumatic stress disorder at 
Quincy. Ill .. but works across the Mis- the Veterans Affairs Medical Center uL 
sisslpp, in Hannibal, Mo., has been Silver Spring, Md. "It goes against the
forced to leave ·his ·wife and infant grain because we feel we are masterit ·
daughter to live with co-workers dur- of our fate, so therefore people wtio · 
ing the week. The bridge connecting have gone through these losses arl!·:
Quincy and Hannibal has been closed encouraged to get over them quickly.M · 
s1�ce July, at one point making a 20- That is not likely to happen in the''.' 

assess the damage and clear the de- minute commute seven hours long. flooded and still soggy secuons of tlie ·• 
bris before the fall rains start d 

Someume� when he returns home on Midwest, where it may be more than a 
bringing a new. wave or flood• 

e 
d weekends his 7-month-old daughter. year before people can return to theu-

prolonging the summer's nl ��g an l Lindsey, does not know who_he is. "The_ homes and farmers to their land. "· 

.. , . . 
g mare. f first ume 1 stayed two straight weeks, "It's going to be a long, long, long,_. 

! �n t _believe this 1s happening
I 

and when I got home she didn't recog- recovery period," said Virginia Mol-•·· 
again, said Many Bahamonde. a nize me and wouldn't hardly look at gaard, associate professor of human .. -. 

SP._O�esman for the Federal Emergen- �e," Mr. Cantrell said. "I kind of feel development and family studies a-I· •

cy Manageme t Ag · d . . ; hke a divorced father who has weekend Iowa State University in Ames. "We. 

. n enc}'., nvmg past , visiting privileges." are looking at not weeks and months, ..
cornfields and roadsides flooded He has missed milestones like her but a year or more." ' ·• 
anew by the �ississipp! �iver. "A first tooth and first attempt at crawl- A� painful as the flood vicums' expe:·. 
week �go the nver was m its banks. ing. His wife, Linda, has been takmg nences are, specialists note that feel­
Now it's back again. It just never videos, but her husband is not m many , ings cannot kill. But not all flood surv,-
ends." of them. vors believe this. , 

What little time the flood victims ha:I ' Mr. Csntrell may be separated from Vic Wilson, an 85-year-old Mlssour;i_ 
I to clean up before winter set in could be J his family for some time. Before the man in the devastated town of Alexan•
lost If the rains continue. And 

.
as they 

l 
fall rams began, the bridge was not dria, had diabetes, a heart auack, a ..

resign themselves to government trail• expected to reopen before late October. light stroke and heart bypass surgery.r .
ers or cramped apartments, flood refu• Now 1t may not be open until next �en the f!oods hit he was forced from ...
gees grieve for the homes and live.s spring. "The frustrating thing is not his home hke the rest of the town and, 
they fear will never be the same. knowing when It's going to end,'' he fell mto a deep depression. "He keRL

"We're not over it yet," said Dorothy said. "We're going into our ninth week saying, 'Take me home, take me­

LeFever, a retired housekeeper whose doing this, and there 1s no end in sight." home,' " said Mrs. Le Fever, a neigh-...
town, Alexandria, Mo., was wiped out 'Lot of Disillusionment' ' h

bo
o
r
m
. 
e
•;_
'. j,ust cried, 'We can't take you 

by the flood. "It gets you inside. I shake 
all over. My stomach ain't right. My The crisis _has beg�n. to _drain t�e Mr. Wilson died three weeks ago 
nerves are bad. I get a choking feeling deep well of pioneer spmt evidenced m . Tue.sday. While his death ceruficate
when J eaL Sometimes I walk and 1 the early stages of the flood. may say heart failure, neighbors like 
walk. Then J go get my Bible. That's "The initial response was, 'Let's get Mrs. LeFever are convinced he died of 
onJy thing that comforts me." in there, we're a team, we're going to a broken heart. 

As the crisis wears on, flood victims 
are exhibiting a range of reactions 
from anger to depression to denial _: 
from the auto. mechanic who after 
losing everything, could not remember 
w

�
t he did for a living to the 4--year-old 

bo who still cannot talk about the cat
he ost in the flood. 

beat this thing,' "said Dr. Morris Paul-==============

son, a clinicaJ psychologist at the Uni 
versity or cautornia at Los Angelr 

rwho worked as a Red Cross volunteer 
, in flooded parts or Illinois much of the 1 
, summer. "Now there is a lot of disilJu-1 
slonment. I don't think the wounds 
have healed. People are in a heightened 
state of unsureness." 
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"President Clinton told the nation's governors [8/17) that 
there would be •no trea rid•' undar his health care reform plan 
and said all Americans -- employers and individuals a.like -­
would have to pay something for coverage." Clinton: "I think 
avery American should know that health care is not somQthing paid 
for by the tooth fairy. l don't pretend to have all the ans\oiers, 
but I'm absolutely sure this is the problem that America cannot 
let go, that we cannot walk away from" (R.A. Zaldivar, PIULA. 
INQUIRER, 8/17). CHICAGO TRIBUNE reports that "more than once" 
he "pushed the idea of shared sacrifice. in helping to provide 
coverage" for the uninsured (Steve Daley, 8/17). 

AD LIBBING: ARKANSAS DEMOCRAT-GAZETTE reports that NFIB's
John Motley made an appearance at the NGA prior to Clinton's 
speech in which he said refonn would be like "tying small 
businesses to a sled and pushing them down a �ountain, hoping 
they'll remain upright." Clinton, "tossing out his prepared 
remarks, spent much of the speech ..• arguing otherwise, saying 
the reform e!fort would promote jobs rather than cut them" (Noel 
Oman, 8/17). Clinton listened to Motley•s coDlltlent5 backstage 
where First Lady Hillary Clinton "challenged Motley's televis.ad 
image, saying again and again that he was wrong" (Judy Keen/Judi 
Hasson, USA TODAY, 8/17). L.A. TIMES: "Clinton and Motley 
succeeded in highlighting what clearly will be a major point of 
contention in the coming debate: whether health care reform will 
hurt business or help it, stimulating job-creation or stifling 
it . ... The president•s decision �o rebut Motley also was a clear 
demonstration of the administration's new-found resolve not to 
let critics define the issue" (Edwin Chen, 8/17). Clinton: "If 
you just i1!1posed a mandate and did nothing else, would--.it. cos� 
�es 1.t woula. . •. That is not what we ropose" (Oman, 

• 1.nton said tha rm wou cut compan�es �, 
allowing them to invest those savings "in creating new jobs" 
(Hasson/Keen 8/17). 

BEST OF FOOR: Clinton said an employer mandate is the bast 
of the four available alternatives. TRIBUNE: "For the first 
time in a public forum, Clinton rejected the idea of a single­
payer, Canadian-style program favored by many Democrats" (Daley, 
8/17). Clinton said a single-payer plan w-ould "require us to 
replace over $500[B) in private insurance premiums with nearly 
that much in new taxes. I don't think that's a practical 
option." Clinton said requiring all individuals to purchase 
insurance would encourage employers to discontinue the health 
plans they currently offer. And continuing with the curr�nt 
system, would mean the gov't and employers would continuQ to pay 
for the insured. Clinton: "That leaves the fourth alternative, 
which is to build on the system we now have" (Paul Richter/Edwin 
Chen, t.A. TIMES, 8/i7). 

EMPLOYER MANDATE: Clinton 11 insists11 that employers provide 
coverage for workers (Oman, 8/17). But Clinton "made it plain 
that his effort would seek first to reduce health care costs by 
revamping the insurance system and reducing government red tape. 

J 
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Healrh Plan's Break fof.Small Business Remains Blurry 
Lack of Data Adds to Skepticism About Financing of Clinton Proposal 

By BKP.NT 80WP.KS 

sroff Rt•110rrrr 0JT1m WA1.1. s,-111-:r.r JoURNl\1. 

Small-business owners panting to fig­
ure out the subsidy they could get under 
President Clinton's health-care plan might 
need lo put their calculators back in the 
drawer for a while. 

Some unanswered questions about the 
plan's proposed subsidies for small busi· 
nesses are making it harder lo say who can 
gel the break, and how much the program 
will cost. 

The shortage of hard data is adding lo 
skepticism about how the health-care over· 
haul will be financed. "The Clinton num­
bers have changed from week to week and 
In some cases are based on unrealistic 
assumptions," says Rep. Jan Meyers of 
Kansas, the ranking Republican member 
of the House Committee on Small Busi· 
ness. "Probably a lot of the figures we 
have won't be worth much, not by design, 
but because people don't have a full grasp 
of the numbers." 

Under the Clinton proposal. contrlbu· 
lions of businesses with 50 or fewer em· 
ployees would be capped from a low or just 
3.5% of payroll if wages average less than 
$12,000 a year to a maximum or 7.9% if 
wages average more than $24,000. 

Thus, many small companies would 
pay only a few hundred dollars a year for 
health coverage that Is projected to cost an 
average or Sl,800 ror Individuals and S4.200 
ror families. (The plan calls for employers 
to pay 80% of health-care premiums and ror 
workers to pay 20%.) The government 
would pick up the rest of the tab from an 
enormous "subsidy pool" or $419 billion 
spread out over six years for both busi­
nesses and low-income individuals. 

But small-business specialists say ii 

isn't clear yet how a key figure, payroll, 
wlll be defined. Indeed, administration 
officials acknowledge that they haven't yet 
worked out a formula for calculating a 
company's average wage. 
A Big Omission 

That is a big omission. For example, a 
work sheet prepared by the administration 
contains a ·"scenario" In which a small 
business has 10 employees who earn an 
average S12,000. "Business pays no more 
than $420 per employee, or 3.5% of average 
worker pay," the work sheet says. 

But Thomas Kuhlman, vice president in 
the Chicago office of employment-benefits 
consulting firm Towers Perrin, notes that 
the owner's pay wltl have to enter the 
calculation, although not always in the 
same way. 

"They don't define what payroll ls," he 
says. He says his firm Is assuming the 
health-care plan wlll follow the same rules 
as tax law, meaning that owners or regular 
corporations will have to Include all their 
compensation in computing average 
wages, but that owners or so-called Sub· 
chapter S corporations won't, because they 
aren't considered employees. (Such corpo­
rations are legally organized as corpora­
tions. but taxed as partnerships.) 

"In the absence or detail, which cer· 
talnly Is missing, that's our best guess," 
Mr. Kuhlman says. Thus, he says, a busl· 
ness owner who makes 560,000 and pays 
four workers a total of S37 ,000 would 
have an average worker pay or $9,250 at an 
S corporation and qualify for the most 
generous subsidies, while the same owner 
would have average pay of $19,400 at a 
regular corporation, and qualify for much 
less relief. (This hypothetical example 
assumes that the S·corporallon owner pays 

himself no straight salary at all. Moreover, 
offsetting· the difference to some extent 
would be a requirement for the S·corpora­
tlon owner to pay the full cost of his 
own coverage as a selr-ernployed person, 
Mr. Kuhlman says.) 

Sam Starr, a tax partner In the Wash· 
lngton omce or Coopers & Lybrand, antici­
pates that any salaries that S-corporatlon 
owners pay themselves would probably be 
included In computing average wages, 
but company earnings that flow through to 
them as undistributed taxable income 
might not. 

An official who Is advising the Clinton 
administration on the small-business 
aspect of the plan acknowledges that "S 
corporations are an Issue. We're having 
discussions." 

As businesses attempt to lower their 
average worker pay, the adviser asks, wlll 
there be a "stampede" to S corporations? 
"That's one of the Issues." 
Question of Stock Options 

The adviser, who requests anonymity, 
adds: "We haven't defined payroll. We're 
having a number of discussions" about 
what should be included. Some question 
marks: Do stock options, stock dividends 
or capital gains count? "We do need to 
refine our plan," he says. 

Another unanswered question Is what 
small-business's share of the $419 billion 
subsidy pot would be. While this hasn't 
been spelled out, "It's a huge chunk," says 
While House health-reform spokesman 
Kevin Anderson. 

Even so, the nation's biggest 
small-business lobbying organization, the 
National Federation of Independent Busi­
ness. opposes the Clinton proposal. One 

reason, says Leslie Aubin, the federation's 
health-care-policy analyst, Is that small 
businesses don't trust the administration's 
figures. "The numbers don't ndd up." 
she says. "How do you find out how many 
businesses qualify for subsidies? If we 
don't get the right numbers, we won't be 
able to achieve health-care reform." 

No Figures 
Indeed, the administration hasn't yet 

worked out exactly how many concerns 
quallry, much less how many workers they 
have. And officials at the federal Bureau or 
Labor Statistics, the Small Business Ad· 
ministration and the Census Bureau all say 
that they have no figures breaking down 
average wages at companies with fewer 
than 50 workers. Private consulting firms 
also say they lack such data. 

"That's a number we're still working 
on," says Mr. Anderson, the White House 
spokesman. "The models come up with 
dollars that you need in macro terms 
before they come up with a head count." 

Some specialists say they are confident 
the administration has done Its homework 
and is basing Its calculation of S419 bllllon 
In gross subsidies on hard data or reliable 
extrapolations. (The administration em· 
phasizes that after subtracting expend!· 
lures that would be shifted out of Medicaid 
and Medicare programs, the net budgetary 
cost of the subsidy program would be a 
tittle over $160 billion.) 

Mr. Kuhlman of Towers Perrin says he 
Is eager to see the final numbers. "It's 
really going to be an Interesting economic 
game," he says. 
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Clinton Health-Plan Interim Controls 
On Insurers Dr<JW �ire From Industry 

By Gm: STEINMETZ 
Staff Reporter o/TKF. WALL STREET JOURNAL 

Interim controls on the insurance in· 
dustry under the Clinton administration 
health plan could hasten the exodus of 
small insurers from the health-insurance 
business but big insurers would feel little 
impact. according to industry officials. 

Nevertheless. the officials charge the 
rules cast the entire industry as the 

SmalMlusiness Uncertainty 
UD.1D.1Wered que.tiou about the Clinton 
health plan'• propoeecl 1ublidies for 
slUll bua� are making it harder to 
determine which businaaet can get the 
bru.k. and bow much the procram will 
co.t. Enterpriee. page 81. 

''bogeyman" in the health-care debate by 
accusing them of abuses they argue have 
largely been eliminated by state legisla­
tion. 

The Clinton plan caJls for rules "to 
reduce the potential for disruption in the 
health-insurance industry during the tran· 
sition" to the Clinton system. 
Ban on Dropping CUsromers 

Among the proposed rules are require­
ments that insurers not drop sick cus­
tomers during the transition and that they 
stop isolating specific Individuals and 
groups for hefty rate increases. The draft 
of the Clinton plan also calls for the 
creation of a pool, subsidized by the 
insurance industry, to cover people whom 
insurance companies turn down. 

The prospect of interim controls isn't 
new. Clinton administration officials dis· 
closed last spring that such a step was 
likely because they feared some insurers 
would try to dump people from their rolls 
before a new health system was up and 
running. Indeed, the short-tenn insurance 
industry regulations are discussed in a 
239-page draft of the Clinton health pro­
posal that has been floating around Wash- 1 
ington for weeks.

But the issue has gotten renewed atten­
tion In recent days after senior White 
House adviser Ira Magaziner spoke to 
reporters about it. 

Insurance officials say the administra· 
tion appears to be promoting the transition 
rules because they provide a platfonn to 
blast the industry. That. in tum, would 
make It easier to pass health·refonn meas· 
ures the industry finds objectionable, they 
say. . . 

"I think it's peculiar that they bring 
this out as an issue," said Chip Kahn, 
executive vice president of the Health 
Insurance Association of America. · 'I think 
there's an organized campaign to make it 
look like insurers are against refonn." 

Rules Against Abuses 
By prohibiting insurers from selec­

tively jacking up rates and dropping sick 
people. the proposed rules make It seem as 
if such practices are widespread, Mr Kahn 
said. But. he said, most states have al· 
ready passed rules against those abuses. 
Besides, most people are covered by self· 
insured plans and government plans, such 

as Medicare, where such abuses have 
never been a problem, industry officials 
argue. 

Nevertheless. some small insurers do 
rely on their ability to raise rates and drop 
customers. By forcing insurers to keep 
every customer without being able to 
charge that customer more for coverage, 
the administration is saying to insure.rs 
"stay in the business and get burned." 
said Thomas Pyle, an executive with 
l\fetropolltan Life Insurance Co. 

The Clinton health plan already puts 
the squeeze on small insurers by encourag­
ing health maintenance organizations over 
traditional fee-for-service medicine. Small 
insurers don't have the money to set up 
HMOs, potentially driving many of them 
out of the health-insurance business. The 
tranSition rules would only hasten their 
departure. industry officials say. 

Consumer advocates. however, say the 
transition rules are a must. in part because 
the state reforms are riddled with loop­
holes. · 'The protections are needed as an 
interim step." said Gail Shearer of Con­
sumers Union. "The president is trying to 
curb some of the most insidious abuses." 
They also say the creation of a pool to 
pick up people not covered by insurers is 
essential, and goes well beyond anything 
the states have. 

Existing-Home Sales Eased in August, 
But Continue to Outpace 1992 Levels 

By BILL RICHARDS ✓ 
��. •..& .�. • ..... 

, 
SIQ// Reporlff of THE WALL STRl':T.T JOURNAL lii.Aaal, ... -.-.. 

Growth in e.xisting-home sales leveled S-of existing single-family--. 
off in August. but continued to strongly in millions 
outpace last year's sales, with first-time 425 __________ _ 
buyers leading the push to take advantage 
of low interest rates. 

Sales of existing single-family homes 
fell to 3.81 million units in August, accord­
ing to the National Association of Realtors. 
That's down about 1.3% from July on a 
seasonally adjusted, annualized basis. An· 
nuallzed figures reflect what would be the 
yearly sales if they continued at the August 
pace. 

August existing-home sales were up 
14.1% from August 1992, marking the 
second-strongest, year-to-year increase af· 
ter July. The national median resale price 
for single-family homes rose by 4% to 
Sl09.200 from Sl05,000 a year ago. 

Frederick Flick, the association's vice 
president for research. said that while 
August's sales growth wasn't as strong as 
July's, the latest figures reflect continuing 
market strength. Mr. Flick said he expects 
existing-borne sales to remain strong for 
the rest of 1993, averaging around 3.6 
million units monthly, up 4.4% Crom 1992. 

The strongest regional showing in Au­
gust came from the Northeast. where 
existing•hOme sales climbed nearty 9% 
over July. Resales in the Midwest, which 
had been strong in July, dropped by 9% last 
month, in part, said Mr. Flick, because of 
the bad weather and heavy flooding 

3.00....., .......... _ ........ _____ .._. 
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for 30-year fixed·rate mortgages hit 7.11% 
in August. falling to 6.95% at the end or last 
week. Those low rates continued to push 
�loan applications. one of the leading 
resale indicators, to more than 70% above 
nonnal. as tallied by the Mortgage 
Bankers Association of America. 

· ; there.

David Selders, chief economist for the 
National Association of Home Builders, 
said that while the national resale figures 
were interest-driven in August. the low 
rates also underscore the economy's basic 
weakness. "Interest rates continue to 
trend down," he said, "because the econ­
omy is weak., job growth is weak and 
consumer confidence is weak." callfomia continued to feel the impact 

. . . . of defense and computer-industry cuts, 
lagging behind the rest of the nation in 
August. with resales down 2.9% from July, 
accon1ing to separate figures released 
yesterday by the California Association of 

, . Realtors. The state's resale pace was 
. : about 10% ahead of the year-earlier pace, 

. . the group said. 
Driving the strong national resale mar· 

ket have been mortgage rates. which con-
.: ____ ·- --?- . . -·

Mr. Seiders said buyers for new and 
existing single-family homes are coming 
from the rental market "At current inter­
e�t rates, a lot of people are discovering it's 
cheaper to buy than rent," he said. As a 
result. multifamily-housing starts are at 
"abysmal lows," Mr. Seiders said. 
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. HEALTH CAREing statutes similar to those used to con• 1 
v1ct members of the Mafia and drug nngs. 
In a conspiracy case. prosecutors can pre- 1 
sent to a single jury a lull picture of every- 1 
thin!? the conspirators alleeedly did or 
planned. including endence that might 
not be relevant to a specihc crime. Jeh 
Johnson. a former federal prosecutor. 

PROGNOSIS: FEWE 
notes that "if the government can prove a 

l : defendant -.1,as aware ol the conspiracy 
and did somethinl! to become involved in , 1·11. he becomes as liable as the rest.'' 

l'nder those rules. the government 
need not prove that Abdel Rahman d1rectl�· 
ordered his followers to blow up an�· tar• 
j?ets. It may be enoujZh to show. as the in- 1 
dictment charges. that he "provided in­
struct ion regarding whether pa rt 1cular acts 1 
ot terrorism were penn1ss1ble or lorbidden , 
(under Islamic law. presumablvJ. served as 
,1 mediator ot d1spu1es amonl! members ot 
1he urganiz.auon. and undertook 10 protect 
the orizamz.auon trom inhltra11on by law- , 
entorcemeni au1horn1es:· 

The racketeertnl! statutes also ofter 1 
the jZovernment a second crack at trytnlZ 
'l:osair for the murder ot Kahane w11hou1 
running atoul of the constitutional prohi• 
hit ion against double jeopardv. Many peo­
ple. including the judge m"the case. were 
outraged when a state 1ury convicted 
�osatr of gun possession but acqumed 
him of the murder itself. It 1s a well­
established principle that the same act 
c:an be prosecuted twice 11 it \'lOlates the 
laws ot different "sovereignties." And 
though murder as such is not a federal 
cnme. killing someone to lurther a racke­
teertnl! conspiracy. as Nosair is accused 
of doing. 1s. 

Some legal experts think U.S. Allor• 
ney White may have drawn the conspira­
cy 100 broadly. If she cannot prove all that 
1s alleged. they think. she may wind up 
w11h fewer conv1c11ons than she might 
have won in a series of narrowly defined 
cases. As to Abdel Rahman. the feds may 
have hgured they had nothmg to lose. 
They had no narrow case against him, 
and if he is acquitted of the larger 
charges, they can resume deportation 
proceedings and "kick his bu It out of the 
country,·· as an official puts it. 

But where could he be sent? Egypt has 
put in only a quaner-hearted request for 
extradition: Mubarak would vastly prefer 

Clinton may not know it 
yet, but his advisers 
predict job losses from 
health-care reform 

to have Abdel Rahman in a U.S. prison I Br DICK THOMPSON WASHINGTON 
than on trial in Egypt. fluttering terror· I 
1sts' hearts. The sheik's lawyers have I w HILE BILL CLINTON RELAXED ON 
talked about having him go voluntarily to i Martha's Vineyard last week. 
Afghanistan. but no one wants 10 see him I stafl' members were sweating and 
free in that hotbed of Islamic fundamental• I fretting back in Washington. 
ism. Mohammad Mehdi, head of an Aral>- I studying computer models for answers to 
American organization. predicts that "the one of the most explosive questions facing 
sheik is going to be our guest in America I his health-care-reform proposal. T hat  
for many years." Fine by Washington. as  I question-the subject of a showdawn 
long as his guest house has bars on the I meeting scheduled with the President this 
windows. -R�brRkh«TIU-IH.w week-is. How many jobs will be lost dur­
Y� o.an n.c-,c.ro and o-. � ing the long transition to refonn? 

care reform will "boost job creation." , 
claim that unnerves many of his advisers 
What they know-and what some of therr 
fear Clinton has not been told-is that th1 
Administration's own preliminary com 
puter-aided studies of the "employmen 
effects" of health reform predict "signiJi 
cant" job losses. 

TIME has learned that according to on, 
1 computer run. the plan would slow ne 
I employment growth by as many as I mil 
I lion jobs over the next five years. Othe 

Administration forecasts-based on com 
, puter simulations of the U.S. economy a 

various government departments and th1 
Urban Institute. a Washington think tanl 
on contract to the White House-have pro 
duced lower estimates of job losses 

, sources said. But they do not support Clin 
ton ·s claims of job gains. 

w..,.,_,. Clinton bas publicly stated that health· 1 Sources caution that these forecasts re 
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THE F1RST LADY OH \ACATION: Exerting a 
"chilling effect" on reform ses5ion5. 

suited from a draft of the health-refonn 
plan that is still being refined. and was test­
ed on an econometric model that included 
"faulty assumptions" about the ways in 
which employers. workers and health-are 
providers are likely to respond to health­
care refonn. Still. these estimates-and 
others by mdependent economists who 
predict job losses m the 200.000-to-
600.000 range-galvanized Clinton's 
health-reform advisers last week mio a 
crash program to refine both their com­
puter models and the health-care plan tn 
order to minimize their torecast ol unem­
ployment. Says a worried official: "The 
jobs issue ts probably the most sensitive 
one we face m health-care reform." 

Privatelv. several of the President ·s ad­
visers contend that the current runawav 

spend mg on public and private health care 
1s a growin!? burden on the economy. 
which. like a sur¢cal patient who must 
feel worse before he can get better. might 
need to endure modestly htgher unem­
ployment tor several years as the price of 1 
reform. Trouble is. Clinton has not pre­
pared the public for any sacrifice. He and 
his top health-care strategist. Ira Maga­
ziner. have been selling health-care re­
form as a four<ourse free lunch. Everyone 
will be covered. It won't requtrt: new taxes. 

package-though few others belteve this 
1 schedule is realistic. She has waved off 

wammizs of job losses as the propaganda 
of greedy business interests. Her strong 
views and assiduous hunting of suspected 
leakers have exerted what one official df'­
scribes as a "chilling effect" in sessions 

It will 1mmed1ately boostjob crea11on. And 
ii will unmed1ately reduce the federal defi­
cit. "Several of us." says a poliucal adviser 
lo Clinton, "are worried that we're creat­
ing expectations for health care that can't 
be met." 

No business will be required to pay 
more than 7.6% of its total payroll for 
health insurance. For big companies. such 
as automakers. which now pay about 199o, 
the potential savmgs would provide an in­
centive to hire new workers. But for small 
firms that now provide no health insur­
ance. the requirement will add to the cost 
of labor. Some of these firms will cover the 
cost by cutting profits. raising prices. with­
holding raises or extending 
overtime hours. But many 
firms will not have these op­
tions. Most vulnerable are 
enterprises like restaurants 
and farms. which employ 
many of the nation's 4.8 
million ·minimum-wage 
workers and often operate 
with slim profit margins. 
For them. cutting jobs may 
be the only option. The Na­
tional Federation of Inde­
pendent Business has esti­
mated that 1.6 million jobs 
will be lost over hve :vears. 
A new studv. hnanced bv 
restaurant ·owners. fore­
casts losses of :u million. 

The White House re­

she attends. Nevertheless. at a recent 
meeting. her colleagues report that Laura 
Tyson. chair of the President's Council of 
Economic Advisers. cautioned that oncl' 
the plan is released. respected outs1dl' 
economists will run it through standard 
econometric models. which will probabl� 
show job losses. "and some of those num­
bers might be big." 

Cltnton health-care planners have tried 
to address the coocerns raised by small 
busmess. which enjoys great influence in 
Congress. They emphasize that under the 
proposal. the smallest businesses.will pa� 
as little as 3.5% of their payroll for msur­
ance. rather than the 7.6% top rate. with 
taxpayers subsidizing the rest. And the 
smallest businesses will be allowed a slow­
er phase-in of the new expense. Insists Ma­
gaziner: "We think we can do this without 
having a negative employment effect." Ma· 

ga.ziner, backed by Hillar: 
Clinton. has so far insulated 
the President from internal 
assessments that might 
challenge his rosy scenario 
But that, officials say. v.ill 
chaoge in the rneetin!! 
scheduled this week. 

jects these figures as flawed IRA MAGAZINER: No auch 
because they don't suffi- thing an tree lunch? 
ciently account for jobs cre-

Many small-busines:-. 
owners who want to pro­
vide health coverage for 
their workers will back re­
form because the current 
situation inflicts large and 
growing burdens on them 
Audrey Rinker. owner ot ,1 
graphics shop in New Pon 
Richey. Florida. has bet-11 
denied coverage by thn•t· 
insurance companies ht-­
cause her workers ha\·r 
pre-existing illnesse;, 
Savs Rinker: "We need 

ated in firms that save money throu!!h low­
er insurance costs and because they arc 
based on false assumptions about the ught­
ly guarded reform plan. The next computer 
runs. to be conducted on the Urban lnsti­
tute·s microsunulator (called THIM. for 
Transfer Income Simulator). will include 
various "transition subsidies" dest!!lled to 
mmimize job losses for small bustnesse;, 
and low-income emplovees. His advisers 
plan 10 present C.:linton with tour opt1onf> 
this week tor easmg the 1rans111on. hut onl' 
official said they were havtnl! trouhle df'­
sigmng subsidies that were no1 "a niizht· 
mare 10 administer." 

something done ·right now." Even when 
they can get insurance. small companie-. 
pay some of the highest rates. Barbarc1 
Silver Miller, co-owner of a vendmg­
machine hrrn in Phoenix. Arizona, ha� 
seen premiums for her employees rn,t· 
20% to :iU<lo a vear. 

To reform this festering mess. somt· 
Cltnton officials argue privately, the tran­
sitional loss of a few hundred thousand 

I jobs ,s not a high price to pay. Certain!� 
not tn an economy that employs 120 mil­
lion workers and creates 2 million jobs a 
year. Yet for the individuals involved. a 
single joh lost on a Nebraska farm isn't 
really "a net wash" when a new job-rt-­
quiring relocatton and trainlng-i.s created 

Hiltarv Clinton. who heads the health­
care-reform effort. is committed to a rapid 
phase-in. by January 1996. for unavPrsal 
coverage and a generous bas1c-henetits 1 

in a Detroit auto plant. -WHltreporlJncby 
0..�tw..,,.,.._ 
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Health Care Quandary:
Will Coverage Cut Jobs?

“You’d expect to see fewer low-wage percent of payrolls, about half what
Pbs^usnr w^ more exA >^00^

along.

earn the least.

Subsidies to business would grow or 
shrink with the actual number of jobs 
lost, but they are very difficult "to de­
sign and could wind up stimulating 
accounting games if not outright de­
ceptions by businesses. That could 
swell the Federal budget deficit, a very

sive to hire less-skilled workers," said 
Barbara Wolfe, a labor economist at 
the University of Wisconsin. “There’s 
reason to be very concerned and very 
cautious."

Daniel Hamermesh, a labor econo­
mist at the University of Texas in 
Austin, said: “Either there are going to 
job cuts or wage cuts or, more likely, a 
combination of both. It’s got to be one 
or the other.”

Ira C. Magaztner, the President’s top 
health care adviser, recently called 
worries about job losses "crazy." But 
economists involved in the planning 
process have been raising the issue all

risky step given the public focus on it, 
not to mention the Administration s 
own push to cut its growth. The official 
line is that the subsidies will be small 
and can be financed by “administra­
tive savings” or, at most, a tax on 
smokers, but most economists are
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Heavy Burdens Seen
in a study released recently by the 

Employment Policies Institute, a re­
search organization backed by busi­
ness, Professor O’Neill and her hus­
band, Dave M. O’Neill at Baruch Col­
lege, both highly regarded labor econo­
mists^ concluded that the problem was 
potentially far bigger than the Admin­
istration has been saying.

The O’Neill study assumed that the 
average cost of a policy for a single 
worker would be $2,400 and the aver­
age cost of a family policy would be 
$5,900, about the average cost of cover­
ing workers today, and that employers 
would not be able to cut pay below $8.50 
an hour. From this they calculated 
that, while overall labor costs in the 
entire economy might rise just 2.5 per­
cent, certain industries, restaurants, 
for example, would face potential in­
creases in their labor costs of 16 per­
cent.

Economists involved in the health 
care planning process, on the Other 
hand, assume that the plan will cost 
roughly $2,000 per worker, far less than 
the average businesses pay now -rt and 
that businesses will be able to cut more 
from low-wage workers’ pay and.'wind 
up cutting fewer jobs.

Other labor economists consider the 
O’Neills’ estimates credible.

"1 think her estimates could be fairly 
conservative,” said Finis Welch. 'a la­
bor economist at Texas A&M Universi­
ty-

employers is balanced by potentially high-wage workers, 
large Government subsidies, it is those
low-wage workers, not businesses, who 
are likely to wind up footing the bill as 
employers seek to compensate for in­
creased costs.

Lost Jobs or Wage Cuts

WASHINGTON, Aug. 26 — The Clin- 
I ton aides finishing up his health plan 
i are wrestling with a devilish quanda­

ry: how to keep the creation of univer­
sal coverage from costing low-wage 
workers a pay cut or even their jobs.

At first glance, it would seem that 
these workers would be the plan’s big­
gest winners. Domestics, farm work­
ers, sales clerks and others with mod­
est earnings account for most of to­
day’s 16.3 million uninsured workers.

A policy paid by employers that is as 
good as that offered by Fortune 500 
companies would be the equivalent of a 
raise of several thousand dollars, 

t seemingly just what is needed for 
1 workers who, as a group, have seen 
their pay and benefits shrink for nearly 

• two decades. .
But labor economists in the Adminis- 

I tration and academia are acutely

Administration officials are aware of
the problem, although they are under
strict orders not to discuss estimates of 
potential job losses. “We’re studying 
the issue intensively so that our plan 
has the largest possible job creation 
impact,” said Gene Sperling, deputy
assistant to the President for economic 
policy.

Estimates Vary Widely
Potential job losses depend, among

I many other things, on the cost of cover-
i age and how much of the direct cost of highly skeptical, 
employing low-wage workers would in­
crease. Administration officials say po­
tential job losses for low-wage work­
ers, in the absence of a subsidy, is 
likely to be 200,000 to 700,000.

Some academics outside the Admin­
istration, maintaining that universal
coverage is likely to cost more than the 
Administration now realizes, believe 
the potential lost jobs could be two or 
three times that large, ranging up to 3
million.

Many Republicans view Govern­
ment requirements like the minimum
wage and family leave as hurting small

1 businesses, and they are likely to 
pounce on this issue when the health
care plan is made public.

Labor economists believe that when
the Government requires employers to
provide a benefit, most of its cost is 
eventually shifted to workers, through
cuts in their cash wages or other bene­
fits. But since it is difficult to squeeze 
the pay of workers who earn close to 
the minimum wage, employers have
often cut jobs, substituting machines
for people and, more often, more
skilled workers for less skilled ones.

“Many workers will be totally unaf­
fected, but it will have a serious effect 
on low-wage workers,” said June
O’Neill, a labor economist at Baruch
College who says job losses are fioten- 
tially very large.

The overwhelming majority of the
uninsured are low-wage workers in a
handful of industries like restaurant

To limit the impact on low-wage 
workers, health care planners have 
suggested that the requirement be 
phased in over five to seven years and 
that the amount small businesses 
would have to pay be limited to 3.5

By SYLVIA NASAR 
Special to The New York Times

service, retail sales, construction and 
farming. Because they are not‘ scat­
tered throughout the economy, their 
employers face potentially large in­
creases — in the double digits — in 
payroll costs.

“Somebody who keeps their job and 
has health insurance may be better 
off,” said Robert Topel, a labor econo­
mist at the University of Chicago. “ But 
you have to think about the millions 
who no longer have jobs.”

Some Administration officials say 
they are confident that job gains in 
high-wage companies will offset losses, 
if any, at the bottom of the job ladder. 
Thus, the Administration’s plan could 
reinforce a host of trends that..have 
been bearing down on the least-skilled, 
least-educated Americans for the last 
two decades and add to the schism

aware that unlesTthe requirement for between the fortunes of low-wage and

2: 
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recommended that employees’ contri­
butions be capped based on their in­
come and that the Government provide 
subsidies.
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‘A Globa! Ethic’
Jbe Parliament will close next Sat­

urday when the Dalai Lama speaks in 
Grant Park and a group of religious

will major Jewish leaders, includ­
ing Sir Sigmund Sternberg of England 
and'Rabbi Emil Fackenheim of Israel. 

■^The National Council of Churches 

"will be represented by its president, the 
Rev. Syngman Rhee, and its executive 
director, the Rev. Joan B. Campbell. 
Homi Dhalla, world leader of Zoroas- 
trians, has come from India, and Abd­
ullah Omar Nasseef, secretary general 
of the World Muslim League, from 
Saudi Arabia.

Feminist spiritual movements cen­
tered on goddess worship will be repre­
sented by writers like Riane Eisler and 
Charlene Spretnak, among others.

Mother Teresa canceled her sched­
uled appearance because she is recov­
ering from malaria.

But even within the religious world, 
there is disagreement about the Parlia­
ment’s merits. The Southern Baptist 
Convention, for instance, is among 
groups that declined to send a repre- 
senutive. Many evangelical and funda­
mentalist Christians believe that such 
gatherings are at best a distraction 
from spreading the Gospel and at 
worst a confusing compromise of their 
belief that Christianity is the only way 
to salvation. Conservative and funda­
mentalist believers in many other reli­
gions hold similar positions. 

‘Same Desire for Peace’
“We have the same desire for peace 

and reconciliation as 100 years ago,’’ 
said Dr. Daniel Gomez-Ibanez, the ex 
ecutive director of the group that or 
ganized this year’s Parliament. “Bu 
then there was a mood of optimism ii 
the United States. Today there is t 
mood of anxiety all around the world.”

Besides the change in mood, a com­
parison of the two Parliaments reveal 
other telling changes in the United 
States. The handful of people repre- 

isenting Hinduism and Buddhism in 

■Two prominent black American 
NHyslims, the Imam Warith Deen Mo­
hammed, a Sunni, and Louis Farra- 
khan of the separatist Nation of Islam 
will make presenutions.

. >m- Gloomy Prospects

Swami Vivekananda denounced-the 
sectarianism that “has filled the earth 
with violence, drenched it often and 
ofrerrwith human blood,” and he called 
for “the death knell to all fanaticism.”

This week, too, appeals for an end of 
rehgious warfare are present and have 
become a virtual litany, while major 
sessions-are-alsp devoted to environ­
mental issues and political and eco­
nomic injustices.

Today, participants heard a report 
arguing that the “old dream had 
failed” and that the earth could not 
sustain unlimited economic growth. 
Thereport was delivered by Dr. Gerald 
adStfrhey, a physicist who directed a 
similarly gloomy “Global 2000 Report” 
farPresident Jimmy Carter in 1980. 

'«We are now a species without a 
vision,” Dr. Barney said, appealing to 
the religious leaders to grapple with 
the.scientific and economic realities 
and “’dream a new dream” for the 
planet.

A 2d World Parliament
J

leaders meeting here issue a "Declara­
tion of a Global Ethic.” The Rev. Hans 
Kung, a Swiss Catholic theologian and 
frequent object of Vatican censure, 
oyersaw the drafting of the 5,000-word 
document.

,The Vatican itself is represented 
here by Archbishop Francesco Gioia of 
the, Pontifical Council for Interreli­
gious Dialogue.

.fither participants in the Parliament 
include Russell M. Nelson, one of the 
Council of Twelve Apostles of the 
Chprch of Jesus Christ of Latter-day 
Saints; Thich Nhat Hanh, a Vietnam­
ese Buddhist monk, and Imam Mustafa 
Ceric, a leader of Muslims in Bosnia 
ai 

By PETER STEINFELS
Special to The New York Times

CHICAGO, Aug. 29 — With two hours
of invocations and blessings that 
should have roused the heavens — or 
possibly created stupor there — reli­
gious leaders from every comer of the 
globe and virtually every imaginable 
faith opened a once-in-a-century Par­
liament of the World’s Religions this 
weekend.

On Saturday, Buddhist monks, Hindu
swamis and Muslim imams, along with 
Sikhs, Zoroastrians, Bahais, Theoso- 
phists and goddess worshipers, joined 
more familiar religious figures like Jo­
seph Cardinal Bemardin, Roman Cath­
olic Archbishop of Chicago, to begin 
eight days of prayer, meditation and 
dialogue with 6,000 participants at the 
Palmer House Hilton Hotel.

Among the world’s ills that the inter­
national Who’s Who of religious leaders 
in attendance hope to heal are some, 
including violence, caused by religion 
itself. The leaders are also asking 
whether their religions can unite to 
deal with issues like AIDS and violence 
against children.

’The meeting is the centennial of the
1893 World’s Parliament of Religions,
held as part of the Columbian Exposi­
tion here. That first gathering, held on
the site of what is now the Art Institute 
of Chicago, was a landmark in Ameri­
can religious history.

Swami as Star of 1893

Besides signaling a place for Catholi­
cism and Judaism in the American 
religious mainstream, the 1893 Parlia­
ment introduced Eastern religions like
Hinduism, Buddhism and Bahai to a 
wide public, aiding their growth on 
these shores.

Thousands of fascinated Midwest­
erners observed a crimson-robed 
James Cardinal Gibbons, Roman Cath­
olic Archbishop of Baltimore, offer an 
opening prayer amid Eastern Ortho­
dox prelates in unfamiliar black robes, 
a Shinto high priest in flowing white, a 
turbaned Hindu in saffron, and Confu­
cian and Buddhist leaders in Chinese 
and Japanese dress.

It was a scene somewhat like this
weekend’s but startling to a public that 
like the great majority of the 400 offi- 
cial delegates, was overwhelmingly
Christian. The star of the 1893 assem­
bly was Swami Vivekananda, a 30- 
year-old spokesman for Hinduism.

“Do not care for dogmas, or sects, or 
churches, or temples,” he preached. 
“They count for little compared with 
the essence of existence in each man 
which is spirituality.” It was a mes- 
sage-that struck chords in an America 
where schoolchildren encountered sim­
ilar. Thoughts in the writings of Ralph
Waldo Emerson and Thomas Jeffer-

1893 or the sole Muslim — an American 
convert — would today find at least 
tens of thousands of fellow believers in 
the Chicago area alone.

There are more than a dozen Hindu 
places of worship around the city and 
suburbs, 28 Buddhist organizations and 
scores of mosques.

Leadership in organizing the current 
Parliament was taken five years by 
local Hindus, Buddhists, Bahais and 
Zoroastrians as well as some sympa­
thetic Christians. For several years it. 
continued on a shoestring budget, al­
most collapsing entirely in 1991.

Eventually more than 125 religious 
groups joined in the group that organ­
ized the Parliament, which is financed 
by grants from foundations and donors 
and registration fees. The overflow 
number of registrants will have a 
choice of more, than 700 lectures, panel 
discussions, workshops and exhibits of 
religious art, music and dance.



F Clinton Takes Back 50% of Early Gains

For Some Firms Under Health-Care Plan
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By Rick Wartzman /
And Hilary Stout v

Staff Reporters of The Wall Street Journal

WASHINGTON - The Clinton adminis­
tration has decided to take back half the 
early financial gains realized by compa­
nies that take advantage of a Clinton 
proposal in which the government would 
pay most of the medical costs for early 
retirees.

The decision on early retirees came as 
President Clinton’s health-care team all 
but completed the financing provisions of 
his health-care overhaul plan, shrinking 
its deficit-reduction figure to about S70 
billion through the year 2000 from an 
earlier estimate of $91 billion.

Under the early retirees’ provision, the 
government would pay 80% of the average
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ployees in the business. According to Clin­
ton aides, the updated plan would make 
the caps, which still range from 3.5% to 
7.9% of payroll, sensitive to the size of the 
company’s workTorce as welt One ofHciar 
said that this change, which is sure to be’ 
contested by some small businesses, 
wouldn’t affect the overall cost of the 
subsidies.

Because the administration
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Caipers Serves Notice
Calpers, the giant pension fund, said it
expects health-care providers to agree to
a 5% rollback in premiums for 900,000
families. Separately, small-business em­
ployees hope the Clinton health-care
plan wipes out fraud involving a multi­
ple-employer welfare arrangement Ar­
ticles on pages B5 and B2.

cost of a federally guaranteed package of
health benefits. This population, age 55 to
65, is too young to be covered by the federal
Medicare program, and has become a
major burden for the nation’s auto makers
in particular.

But in order to replenish the Medicare
and Social Security trust funds, companies
that reap a windfall from the government’s
assumption of early retiree medical costs
would have to pay back an assessment to
Uncle Sam. Each company’s assessment
would be equal to half the gain it realizes
over the first three years from the retiree
provision, according to Clinton officials.
After the three-year period, these compa­
nies would enjoy the full gain.

Despite the smaller deficit-reduction
estimate and the nailing down of certain
policies, officials said most of the final cost
and savings estimates in the health plan, ........... ...........

■ J.iUle ced th°SV°lindJn? i doesn’t anticipate pas*sag7c>rthe health 
c™. ■, J—*. ; plan until iate next year> ciinton officials

said they’ve stretched out the deadline 
slightly for states to come into the new 
system. The draftjhailput it at Jan. 1.1997. 
Officials said it would probably be shifted 
to later in that year. The belated passage 
of the plan would also delay the imposition 
of the increased tobacco taxes, one factor 
in the lower deficit-reduction figure.

The near-final numbers were dlsetlSsea"? 
at a meeting yesterday afternoon between 
senior White House adviser Ira Magaziner, i 
Deputy Treasury Secretary Roger Altman, 
White House Budget Director Leon Pan­
etta and his deputy, Alice Rivlin, and 
several administration economists. The 
new figures reflect fresh analysis from the 
Treasury and the Office of Management 
and Budget. The administration aims to 
have a detailed legislative proposal up to 
Capitol Hill by late next week or early the 
following week.

For all the "scrubbing” of the numbers 
by Treasury and 0MB officials, the main 
elements of the Clinton plan remain the ’ 
same as they’ve been for months. The 
proposal includes no broad-based tax in­
creases. but rather generates most of its 
financing from a new mandate that all 
employers pay for part of their workers’ 
health coverage.

Nonetheless, significant changes were 
made in a few areas. One relates to the 
subsidies that would be provided to small

help them afford a federally guaranteed 
package’oTTreattlrbenefits. Because the 
administration is now using new, higher i 
inflation projections and has decided to 
build in an extra cushion in case more 
people qualify for the subsidies than ex­
pected, the cost of ttiis measure has in­
creased to about $90 billion when fully in~ 
effect 10997 from $80 biliion.

Officials said they also intended to alter 
the provision capping the required health 
contributions of small, low-wage compa­
nies. The draft would have based the caps 
for those with fewer than 50 employees 
solely on the average wage of the em-
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widely circulated Sept. 7 draft of President 
Clinton’s proposal.

Most notably, the administration is 
sticking by its earlier estimates for Medi­
care and Medicaid savings, which have 
been attacked by lawmakers in both par­
ties as too ambitious. The total estimated 
savings from capping expenditures in the 
two giant government health programs 
will be within a couple of billion dollars of 
the earlier $238 billion, five-year projec­
tion, Clinton officials said.

The latest set of calculations are sub­
ject to one more round of computer runs 
and then approval by Mr. Clinton during 
the next several days.

Officials said they’ve also decided that 
large corporations that elect to stay out­
side the regional insurance-purchasing 
pools established by the Clinton plan would 
pay an annual surcharge of 1% of payroll. 
This special assessment, which is designed 
to bring in about $4 billion to $5 billion a 
year, would be used to help fund academic 
medical centers and other parts of the I 
“health-care infrastructure.”

Additionally, the health-care team will 
recommend to the president that the tax on 
cigarettes be raised by between 75 cents 
and $1 a pack, officials indicated; the 
current federal levy is 24 cents a pack. The 
exact amount, one of the most politically 
sensitive details in the proposal, was still 
being closely guarded last night. Officials 
said they also will propose taxing all other 
tobacco products, including cigars and 
chewing tobacco.
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By Robert S. Greenberger •
Staff Reporter of The Wall Street Jol-...... ..

WASHINGTON - Germany has 
emerged as Iran’s champion in the West, 
and is infuriating the Clinton administra­
tion by obstructing U.S. efforts to isolate 
the regime in Tehran.

In recent months, negotiations have 
begun on restructuring Tehran’s short­
term debt to German financial institu­
tions, which would relieve immense pres­
sure on the government. Germany also has 
blocked or objected to initiatives to restrict 
Western trade with Iran until it halts 
terrorist activities and its huge arms 
buildup. A Germany company also may be 
involved in talks to help Iran complete 
work on a massive nuclear reactor.

German diplomats insist that their gov­
ernment has a different approach toward 
Iran-instead of isolating the regime, they 
say, it is more productive to engage Iran 
constructively to try to persuade it to alter 
its behavior. But U.S. officials insist that 
Germany's actions have gone far beyond 
that.

Although U.S.-German relations are 
basically sound, Secretary of State Warren 
Christopher recently delivered a “stern” 
message during a meeting with Germany’s 
foreign minister to complain about actions 
toward Iran. Mr. Christopher told his Ger­
man counterpart that the U.S. was particu­
larly disturbed by several high-level Iran­
ian visits to Bonn, and that at a time when 
Iran was trying to undermine the Middle 
East peace process, it was important to put 
pressure on Tehran, not reward it. 
Shared Intelligence

After the meeting, U.S. officials shared 
with German officials U.S. intelligence 
that documented examples of Iranian sup­
port for terrorist activities.

The U.S. has urged its allies to forgo 
commercial interests and join in pressur­
ing Iran. Following a meeting with allies in 
Luxembourg in June, Mr. Christopher 
said: “Iran’s economy is in trouble. Iran 
will be vulnerable to concerted pressure 
from the West.”

Earlier this year, Germany and 
France, concerned about Iran’s mounting 
foreign debt, heeded the U.S. message and 
curbed their credits to Tehran. By March.
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German financial institutions had stopped 
honoring letters of credit from five major 
Iranian banks.

But now, after a series of high-level 
visits from Tehran, negotiations are under 
way to reschedule about $5 billion in 
short-term Iranian debt, including about $1 
billion that is due this year. In addition, 
according to a senior U.S. official, Ger­
many is trying to persuade France and 
Italy to do the same.

“Short-term debt is exactly where Iran 
is vulnerable.” the official says. “If they 
can’t repay their short-term debt, corpora­
tions won’t do business with them.” The 
official complains that Germany is under­
mining U.S. policy and even working 
with Iran to thwart it.

Bonn also is strengthening other, more 
ominous ties. This month, Iran’s minister 
of intelligence and security, Ali Fallahian- 
Khuzestani, visited Germany. On his 
schedule was a meeting with his German 
counterpart, as well as a private meeting 
with officials at Siemens AG, which once 
had a contract to build the Busheir nuclear 
reactor for the shah of Iran. The overthrow 
of the shah and the Iran-Iraq war put the 
project on hold, even though much of it had 
already been paid for by Tehran. As a 
result of U.S. pressure, Siemens said after 
the Iran-Iraq war that it wouldn’t complete 
the project.

Now, however, it may be coming out of 
the deep freeze. Iranian officials and the 
German company are believed to be dis­
cussing a plan under which work on the 
reactor would be completed by a subsidi­
ary of the Czech group Skoda. However. 
Siemens holds a stake in the Czech subsidi­
ary, according to intelligence sources. But 
a German official said Bonn had decided 
not to cooperate in the Busheir project and 
therefore it was “extremely unlikely” that 
Siemens was involved.
Economic Benefits

Some U.S. officials say Bonn is encour­
aging, or at least not blocking, such activi­
ties because they provide export earnings 
to a German economy that has been hard- 
pressed by the costs of unification with 
the former East Germany. Historically, 
Germany also has had a special relation­
ship with Iran. While the U.S. and Britain 
held sway over most of the Middle East, 
Germany believed that Tehran was- its 
sphere of influence.

U.S. officials complain that Germany 
has become Iran’s primary supporter in 
international meetings. For example, at 
the Group of Seven meeting of major 
industrial nations in Tokyo in July and at 
a meeting last month of U.S. and European 
Community foreign ministers, Germany 
blunted U.S. efforts to increase the pres­
sure on Tehran. One U.S. official said a 
statement issued after the September 
meeting would have been stronger had it 
not been for German objections. “What’s 
behind this is a different view of how 
one should deal with Iran,” says a German 
official.

The U.S. believes that Iran remains 
actively involved in terrorism. U.S. intelli­
gence analysts believe that the recent 
shooting of William Nygaard, the Norwe­
gian publisher of Salman Rushdie’s “The 
Satanic Verses,” represents a double mes­
sage from Tehran. It was the third attack 
on a foreigner associated with the book, 
whose author is under a death threat from 
Iran for what it says blasphemes Islam. 
And, analysts believe, the shooting was 
meant to express Iran’s displeasure over 
Norway’s prominent role in promoting 
Mideast peace.
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begin to overtake efforts to provide benefit

inf one pt his workws who was able to «t panies frequently end up covering stnaB- 
cxnrerage through his wife’s company. The business employee* whose spouses work at

f high risk Mills $313

Fur 23 years, he’s been offering his 
-kens health insurance, in addition to a

many businesses of his sire. He runs three

Insurance from IE
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I''They’re proposing to cover the 37-mil- ness "My expensei will go up but I won't be
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las County.
Recently, however. Mills stopped cover-

month per employee, he said.
This year, Mills himself qualified for

the larger company. More than half of the 
estimated 37-miIlion uninsured Americans 
are small-businesses employees and their

It bothers Mills to eliminate a benefit he 
It also

Mills-Anderson Opticians Inc. shops in Pinel- health care system tn the United States.
Small companies frequently don’t provide 
insurance for their workers and large com-
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health an reform 

wU affect Item

Although the plan has not been complet­
ed, it is fairly certain that the business

Please see INSURANCE GF

Jar covering most of his workers, is fearful, 
despite reassurances from proponents of the 
pbn that he will come out ahead.

worker, who wm considered a 
because of previous surgery, cost 1  
a month to insure, the highest of all his  

 workers. Another employee may be able to dependents.

small-business owner who thinks providing has nrided Thtmaelf °on orovidinb It also rrD A ™tnra,Uee headed by Hillary Rodham 
health coverage to his workers is the right SSt C,,ntnu ha# 8pent nK>n‘hs trying to hanuacr

^g to do. out. comprehensive health plan that would
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mittee.
ax J- -L ..--------- -■-----------------— He knows of — and likes — the proposal

Medicare. He had been without coverage for that would combine the medical components

workers health insurance, in addition to a “We’re in critical times because of the 
pension plan — both benefits hard to find in economy and competition,” he said, 
many businesses of his sixe. He runs three That’s how it works under the current

Costs

T- dther .* H’J LPr«niuni. payroll n^in msurance costs are equivalent to program. If Clinton opts for a tax to finance tax. in fact, shook I assure cost cmtrSs'
taxes or a combmahon of both. about 18 percent of his payroll, and Mills says the plan, the figures most often mentioned cause it will take a n act of C^iress to rase

Because they think they pick up the tab he P*/5 between 36 and 38 cents on every are around 7 percent for employers and 2 taxes
for small employers who don't provide insur- P*’™*1 doflar ,o covf r benefits. While that percent for workers. "Increases (in taxes) ar» no. ..n Um. 1

hr,, St'«’■« I
But many small-business owners dread

the result, still perhaps months away.

TJj ■Eddie Mills has prided himself

1 on providing his employees with 

health and pension coverage. But 

..he’s having to cut back, and 

* worried about the Clinton plan.'

ployera who don't provide insur- Pavro41 dollar Io cover benefits. While that
large businesses back Clinton’s Pension plan he provides his - ----------------------—  „ , MW,a< ww. u you rwauy lam at Ute tacts are

«riJrS' d0”n *lnC “de WOrl<ers comPC11- Pay™” « sufficient to pay for all the far more reluctant to raise taxes than’ the
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out of control.
But Kevin Andlerson, an analyst with the 

non-partisan AUiamce for Health Reform in '

„ . - - - - - insurance into a single comprehensive health Tying spending on healfft buefits to a Mnoii
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about 18 percent of his payroll, and Mills says the plan, the figures most often mentioned

payroll dollar to cover benefits. While that percent (or workers.
> Buf Mills doesn’t believe a 7 percent 11^ w^TyoJ aT^XuX'

, n things the administration wants and he feels private sector is to raise premiums " he said
When the continually rising premiums on sure the mandated tax will only get higher — Mills fears that if the dan 

workers comp pushed his payroll taxes to 51 for both workers and business owners. care costs, it couk 1 hurt his eyewear bust-

of the system. He made a number of his I

of employees to below the minimum required adequate. It wili take more.’’ 1  
Mills predicts taxes could go as high as 15 it will only be so thi? first year ” 

Mills has been following closely the to 20 percent in five years. He's seen the " ’
___ 2____ ’ " - '—---  -------- ' costs of other government programs spiral 

come out ahead." J

When the continually rising premiums on sure the mandated tax will only get higher —

niunbeJ is their intention, then 7 percent will not be honestly don't think I II Cw,I= wui ahead’ :
Mills said. "If it’s beneficial tome financial^,
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But he would Ibc happy to be
wrong.

Mills picks up the full cost of insuring five for workers’ comp coverage 
of the six employees who work at his three I 1
stores. It runs him about $150 to $160 a machinations of Clinton’s health-reform com-
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Beaten trucker, on eve of trial: ‘Give them

III
Boston Celtics captain Reggie Lewis 27

game in April, died Tuesday night after 
collapsing while shooting baskets.

“It’s a time of incredible grief,” said Celt­
ics executive Dave Gavitt late Tuesday.

After Lewis’ April collapse, team doctor 
Arnold Scheller said he had a life-threaten­
ing heart ailment like the one that killed 
college basketball star Hank Gathers in
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1990, and probably would not r 
"You can die from this,” Sche 

told Lewis, a 1987 first-round di 
But Lewis, against team wishi 

-J was told 
nerve condition that could be o

Lewis arrived at Brandeis Ui 
about 4 p.m. ET Tuesday and w; 
baskets, said Brandeis’ Jack Me

Witnesses said Lewis fell to 
about 5 p.m., was limp anc 
stopped breathing and had no p 

Lewis “wasn’t doing anything
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A QUICK READ ON THE NEWS

STREET: Dow Jones industrial average slins 
2.24 points to 3565.46; NASDAQ composite index falls to 701- 
30-year Treasury bond yield rises to 6.68%. 1,3B. ’

Dialing 900-
number phone service starting

■

Marco’s second stop:
TUisa, Okla.
Where should our reporter’s 
next stop be, Cheyenne, Wyo.,
Colorado Springs, Colo., or
Santa Fe, N.M.?
Call and vote. Details, ID
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Pittcbnroh >, ,Pennsylvania Gov. Robert Casey leaves 
Pittsburgh hospital, recuperating from heart, liver trans­
plant, critics question his candor about health history. 9A.

ILLEGAL IMMIGRATION: President asks Con- 
gress for $172.5 million and more help, including 600 more 
Border Patrol agents, to combat illegal immigration. 4A.

IBM CUTS: Computer giant, led by new CEO Louis 

Gerstner, left, will cut 35,000 jobs 
by end of next year; slashes quar­
terly dividend, reports $8 billion 
quarterly loss. 1,2B.

CANCER RISK: Workers in 
smoky bars, restaurants can face 
50% greater risk of lung cancer 
than others. ID.

PHONE CALL:

AP Nov. 1 will give caller warning of 
__ - noll’e n/v.4 _ _ 1__
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ATTACK: Video image of Reginald Denny during attack.
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Employees would pay 20% 
of their medical insurance pre­
mium under a health-care re­
form financing plan favored by 
White House advisers.

President Clinton still has to 
agree before unveiling health­
care reform in mid-September.

It has been delayed while he 
pushes his deficit-cutting pack­
age through Congress.

How to pay for reform has 
been the biggest holdup. Other 
elements have already been 
decided. Included: coverage 
for abortion and more mental­
health care than most have.

How financing would work:
► Employers and workers 

would pay insurance premi­
ums, but the amount would 
vary depending on regional 
costs. Employer share: 80%.
► All employers would be 

required to provide insurance 
— even those who hire only a 
domestic worker like a nanny. 
But those not paying for insur­
ance now would be phased in.

Small businesses would get a 
subsidy, but the requirement is 
still a stumbling block.

“We’ve got enough man­
dates on employers,” says Sen­
ate Minority Leader Robert 
Dole of Kansas.

“They can call it a premium 
if they want to,” says Leslie Au­
bin, National Federation of In­
dependent Business. “It’s still a 
tax on payroll, and it will result 
in fewer people getting hired.”

Clinton’s advisers expect to 
save $60 billion by streamlin­
ing the health-care system.

That money would go into a 
national fund to cover the unin­
sured and subsidize premiums 
paid by low-income workers 
and small businesses.

Before the plan is out, a 
White House rapid response 
team — modeled on the Clin­
ton campaign’s “war room” — 
will be answering critics.

Political adviser Paul Be- 
gala says security will be the 
key to the sales pitch.

“Is this going to make my 
life better? Will I be able to 
look at my kids when I put 
them to bed and know that if 
something happened that we 
could pay for the health care, 
that even if I get old or sick, I

Vietnam veterans groups 
Tuesday applauded a new 
study that links more diseases 
to wartime exposure to the de­
foliant Agent Orange.

The Clinton administration 
quickly pledged to extend dis­
ability benefits.

“Relief will be available for 
people long overdue for it, as 
well as for their widows and or­
phans,” says Bill Crandell of 
Vietnam Veterans of America.

The National Academy of 
Sciences study is the most com­
prehensive look yet at whether 
herbicides used to defoliate 
Vietnam’s jungles caused dis­
eases in U.S. troops.

It found sufficient evidence 
linking Agent Orange to:
► 3 types of cancer.
► 2 skin disorders.
And, pending further study, 

it left the door open for cover­
age of other serious diseases.

Vets already are compensat­
ed for two of the cancers — 
soft tissue sarcoma and non­
Hodgkin’s lymphoma — and 
the skin disorder, chloracne.

Now they’ll be eligible for 
benefits for Hodgkin’s disease, 
a type of cancer, and a meta­
bolic disorder called porphyria 
cutanea tarda.

Of 40,097 Agent Orange 
claims, 1,600 veterans say they 
have Hodgkin’s disease from 
Agent Orange exposure; an un­
known number say they have 
the metabolic disorder.

Retired Navy admiral Elmo 
Zumwalt Jr. was one of the 
commanders who ordered the 
spraying of Agent Orange.

Son Elmo HI was exposed 
and died of lymphoma in 1988.

“This is the first report that 
has not been manipulated by 
the government, therefore, it 
does represent progress,” says 
Zumwalt, who has led the fight
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The forecast for the flooded 
Midwest is cautiously upbeat as 
dry weather moves in and Con­
gress antes up aid for victims.

Tuesday, the House over- 
whelmingly passed $3 billion in 
flood aid. The 400-27 vote 
came after days of stalling by 
conservatives who tried to off­
set funds with budget cuts.

Before the vote, President 
ack for St 1

Employees would pay 20% 
of their medical insurance pre­
mium under a health-care re­
form financing plan favored by 
White House advisers.

President Clinton still has to 
agree before unveiling health­
care reform in mid-September. 

It has been delayed while he 
pushes his deficit-cutting pack­
age through Congress.

How to pay for reform has 
been the biggest holdup. Other 
elements have already been 
decided. Included: coverage 
for abortion and more mental­
health care than most have. 

How financing would work:
► Employers and workers 

would pay insurance premi­
ums, but the amount would 
vary depending on regional 
costs. Employer share: 80%.
► All employers would be 

required to provide insurance 
— even those who hire only a 
domestic worker like a nanny. 
But those not paying for insur­
ance now would be phased in.

Small businesses would get a 
subsidy, but the requirement is 
still a stumbling block. 

“We’ve got enough man­
dates on employers,” says Sen­
ate Minority Leader Robert 

I Dole of Kansas.
“They can call it a premium 

if they want to,” says Leslie Au­
bin, National Federation of In­
dependent Business. “It’s still a 
tax on payroll, and it will result 
in fewer people getting hired.” 

Clinton’s advisers expect to 
save $60 billion by streamlin­
ing the health-care system. 

That money would go into a 
national fund to cover the unin­
sured and subsidize premiums 
paid by low-income workers 
and small businesses.

Before the plan is out, a 
White House rapid response 
team — modeled on the Clin­
ton campaign’s “war room” — 
will be answering critics. 

Political adviser Paul Be- 
gala says security will be the 
key to the sales pitch.

“Is this going to make my 
life better? Will I be able to 
look at my kids when I put 
them to bed and know that if 
something happened that we 
could pay for the health care, 
that even if I get old or sick, I 
won’t get dumped?”
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across the bay from San Francisco.
He’s a solid liberal, supporting gun

By Judy Keen 
USA TODAY

By Judi Hasson
USA TODAY

With his graying hair and authori­
tative air, Rep. Fortney “Pete” Stark 
is the very picture of the dignified 
lawmaker.

A liberal, 11-term Democrat from 
northern California’s Bay Area, he 
easily could be an unexceptional 
House veteran.

Except for that mouth.
The irrepressible Stark, who with 

little provocation spouts caustic 
quips, has lately aimed at President 
Clinton’s health-care reforms — dub­
bing them “fairy dust” in one of his 
more printable references.

Stark chairs a Ways and Means 
health subcommittee that could be 
an early test of the administration’s 
overdue reform plan. His fealty to 
party and president will be doubted 
if he doesn’t support it. So far, he’s 
resisting mightily.

The mouth has gotten him in trou­
ble before: In 1990, he had to apolo­
gize after he called Louis Sullivan, 
President Bush’s only black Cabinet 
officer, a “disgrace to his race.”

Stark wants a Canadian-style

mott, who also backs a Canadian- 
style system.

Some of Stark’s ire is borne of the

PHOTOCOPY
PRESERVATION
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White House health adviser
ing about for a way to finance
reform, are settling on a solutii 
will be familiar to most peopli

Employers and employees
share the cost of health insurt

The difference: Under the p 
al now on President Clinton’s 
all employers — even those wl 
one worker — would be requ; 
provide insurance.

The objective is to fullfill Cl 
campaign promise: provide t 

prehensive, affordable packs 
benefits for all Americans, inc 
those now uninsured; provide: 
ty so you can never lose your 
ance even if you lose your job 
sick; and not penalize those v
ready have good benefits.

The financing proposal appt 
carries more weight than pa: 
balloons because top White
health advisers are behind it

It replaces a much-criticize
roll tax. Some argued higher-i:
workers would be penalized b<

 _ the tax, a percentage of pay,
health' plan -"just one big system fi- STARK ASSESSMENT: Californian doesn't mince words on the health-care rise with pay levels. 
nanced by the federal government plan: ‘Someplace that's supposed to exist that does not exist.'
— and he’s not going to get it from
this White House.

So he calls Ira Magaziner, the top
White House health-reform guru, a
“nut” and a slang word for a rear
portion of the human anatomy.

He muses about whether it’s politi­
cally correct to call the president
and other Arkansans “crackers” — a
derogatory term for some Southern
whites.

Of Clinton and his staff, Stark ob­
serves: “They think they’re pretty
smart, and they don’t think there’s
anybody else smart in town. ...
They’re freezing us out.”

Magaziner, acknowledging Stark’s make it clear to the White House that
“leadership on health care," says the he thinks there are some serious er-
two agree on the need for reform, rors in their proposals,” says McDer-
“We disagree on other points ... but
hope we can come to agreement.”

Stark doesn’t think Clinton under-

(Clinton and his staff) think 
they’re pretty smart, and 
they don’t think there’s 
anybody else smart in town. 
... They’re freezing us out

55
— Rep. Fortney ‘Pete’ Stark

The plan envisions the nun 
uninsured — now 37 millio

cost controls and regulations that growing — will shrink drams 
permit states to enact Canadian-style as all workers get health insui 
systems. “And then I’ll be with them
in a New York minute.”

And the unemployed wot 
covered by a national fund usi

The rogue role comes naturally to billion the White House projet 
Stark. Before going to Congress in be saved by revamping the sy 
1973, he was a “rich white banker.” f C2
One reason for his bank’s success, he billion in Medicare because 
says: the neon peace sign he plopped workers covered by those 1 
on its headquarters building just programs would get insu 

through the workplace.
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 ► $21 billion because hospi
control and legalization of some longer would have to should 
drugs, and has won most elections cost of most uninsured patieni 
handily. ► The rest coming as tax re’

A workaholic who spends his rare grow through efficiencies in ti 
time off playing tennis and traveling, system. By that theory, as c 
Stark says his 85-year-old mother is creases slow and companie 
his top health adviser. money on health insurance,

He says he’s trying to be more po- have more taxable income. C|

concerns ai 
the biggesi
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President Clinton is reviewing 
a health-care reform proposal 
that contains these elements.

i bay from San Francisco, 
solid liberal, supporting gun 
md legalization of some

By Judi Hasson
USA TODAY
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► Price controls on doctors, 
hospitals, laboratories, etc.
► Whether to tax benefits that 

exceed a basic package or to tax 
companies that provide benefits 
beyond a basic package. Compa­
nies now can deduct all health in­
surance costs.

Administration officials hope cov­
erage for all can be in force by 1996 

Patients would still have out-of- — when Clinton faces re-election.

Small firms’

► Coverage for illegal immi­
grants. They could get free emer­
gency hospital care if indigent.

plans, following national rules.
► Prescription drugs would be 

covered with 20% co-payment by

patient; no deductible.
► Children’s dental-care cov­

ered; adult dental care phased in.
► More mental-health cover­

age than most people have now.
► Abortion coverage. 
► Long-term care phased in.
► A national budget limiting 

health spending.

► Everyone would have a basic 
package of benefits, provided 
through local consumer pools.
► All employers would pay 

80% of insurance premiums; an 
employee would pay 20%.

For parMime workers, employ­
ers would pay a pro-rated share. 
A national fund would make up 
the difference and pay full premi-

include an annual deductible of $200 
for individuals and $400 for families, 
and a 20% co-payment for services. 

Consumers could choose individ­
ual coverage, a family plan or one 
for an adult and one child. Two-earn­
er couples would not be penalized. 

When Clinton unveils his plan, re­
quiring all employers to participate 
could be a stumbling block.

Says Leslie Aubin of the National 
Federation of Independent Business, 
“We are worried about forcing small, 
marginal, struggling new businesses 
to bear new costs.”

Says Senate Minority Leader Rob­
ert Dole, R-Kan., “Employers have 

________ limits, too, on how much they can ab-
► $9 billion in Medicaid and $11 ™ " By h. DaTeSr usa today" sorb without losing jobs or shutting

billion in Medicare because some DOLE: ‘Employers have limits, too, ”

I,

I •"

r

urns for the unemployed.
Small businesses and low-in­

come workers would get subsi­
dies, too.

Big companies — 5,000 or 
more workers — could opt out of 
local pools and run their own

concerns are 
the biggest

»
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White House health advisers, cast­
ing about for a way to finance health
reform, are settling on a solution that
will be familiar to most people.

Employers and employees would
share the cost of health insurance.

The difference: Under the propos­ 
al now on President Clinton’s desk,
all employers — even those with just
one worker — would be required to
provide insurance.

The objective is to fullfill Clinton’s
campaign promise: provide a com­
prehensive, affordable package of
benefits for all Americans, including
those now uninsured; provide securi­
ty so you can never lose your insur­
ance even if you lose your job or get
sick; and not penalize those who al­
ready have good benefits.

The financing proposal apparently
carries more weight than past trial
balloons because top White House
health advisers are behind it

It replaces a much-criticized pay­
roll tax. Some argued higher-income
workers would be penalized because
the tax, a percentage of pay, would

s words on the health-care rise with pay levels.
oes not exist.’ The plan envisions the number of

uninsured — now 37 million and
rols and regulations that growing — will shrink dramatically
ites to enact Canadian-style as all workers get health insurance.
‘And then I’ll be with them And the unemployed would be
York minute.” covered by a national fund using $60
jue role comes naturally to billion the White House projects will
fore going to Congress in be saved by revamping the system:
vas a “rich white banker.” ►SO billion in Medicaid and $11
>n for his bank’s success, he Uu>uu 
icon peace sign he plopped workers covered by those federal on how much they can absorb.
eadquarters building just programs would get insurance

through the workplace. 1  „ .  . . 
► $21 billion because hospitals no package; employees would pay 20%. yet to brief Congress or other groups 

longer would have to shoulder the ‘  “  "

   But an intensive lobbying effort
aholic who spends his rare grow through efficiencies in the new pay more or les than they do now. will begin once Congress recesses in 
laying tennis and traveling, system. By that theory, as cost in- Employees could choose among August Clinton is expected to begin 
s his 85-year-old mother is creases slow and companies save three systems — a health mainte- discussing the plan publicly in Au-
•alth adviser. money on health insurance, they’ll nance organization, a list of doctors gust and unveil details in September.
5 he’s trying to be more po- have more taxable income. Current- organized in a network, or old-fash-
; dealings with the nation’s ly, they can deduct their insurance ioned fee-for-service medicine.
;d officials, but he warns, costs no matter how much it is. F™—L. " L-“ Z— --

■

down their business.”
The White House, preoccupied 

with getting the president’s econom- 
their region of a guaranteed health ic package passed by Congress, has

Until the White House details the on the key element of financing the
d has won most elections cost of most uninsured patients. benefits package, it’s hard to say nearly finished health plan.

► The rest coming as tax revenues whether average Americans would FJ. ’ ‘  1 

Employees could choose among August Clinton is expected to begin
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The irrepressible Stark, who with 
little provocation spouts caustic 
quips, has lately aimed at President 
Clinton’s health-care reforms — dub­
bing them “fairy dust” in one of his 
more printable references.

Stark chairs a Ways and Means 
health subcommittee that could be 
an early test of the administration’s 
overdue reform plan. His fealty to 
party and president will be doubted 
if he doesn’t support it. So far, he’s 
resisting mightily.

The mouth has gotten him in trou­
ble before: In 1990, he had to apolo­
gize after he called Louis Sullivan, 
President Bush’s only black Cabinet 
officer, a “disgrace to his race.”

Stark wants a Canadian-style 
health plan — just one big system fi­
nanced by the federal government 
— and he’s not going to get it from 
this White House.

So he calls Ira Magaziner, the top 
White House health-reform guru, a 
“nut” and a slang word for a rear 
portion of the human anatomy.

He muses about whether it’s politi­
cally correct to call the president 
and other Arkansans “crackers” — a 
derogatory term for some Southern 
whites.

Of Clinton and his staff, Stark ob­
serves: “They think they’re pretty 
smart, and they don’t think there’s 
anybody else smart in town. ... 
They’re freezing us out.”

Magaziner, acknowledging Stark’s

one worxer — wuuiu oe ieq 
provide insurance.

The objective is to fullfill ( 
campaign promise: provide 
prehensive, affordable pad 
benefits for all Americans, ir 
those now uninsured; providt 
ty so you can never lose yoi 
ance even if you lose your jo 
sick; and not penalize those 
ready have good benefits.

The financing proposal ap] 
carries more weight than p 
balloons because top White 
health advisers are behind ii

It replaces a much-criticu 
roll tax. Some argued higher 
workers would be penalized 
the tax, a percentage of paj 
rise with pay levels.

The plan envisions the nu 
uninsured — now 37 mill 
growing — will shrink dran 
as all workers get health ins

And the unemployed w 
covered by a national fund u 
billion the White House proj 
be saved by revamping the i
► $9 billion in Medicaid 

billion in Medicare becaus 
workers covered by those 
programs would get ins 
through the workplace.
► $21 billion because hos] 

longer would have to shou 
cost of most uninsured patie
► The rest coming as tax r 

grow through efficiencies in 
system. By that theory, as 
creases slow and compani 
money on health insurance 
have more taxable income, 
ly, they can deduct their ir 
costs no matter how much i

Under the proposal, en 
would pay 80% of the averag

u
(Clinton and his staff) think 
they’re pretty smart, and 
they don’t think there’s 
anybody else smart in town. 
... They’re freezing us out

55
— Rep. Fortney ‘Pete’ Stark
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, make it clear to the White House that 
“leadership on health care,’’'says the he thinks there are some serious er- 
two agree on the need for reform, rors in their proposals,” says McDer- 
“We disagree on other points ... but
hope we can come to agreement”

Stark doesn’t think Clinton under-
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' \ ■ “Hospitals and health-care organi-
pools that will negotiate for lowest- zations can find their revenues 
cost care, he says, is like the fountain raised or lowered by the favor or dis- 
of youth: “Someplace that’s supposed favor of Mr. Stark. Imagine his pow- 
to exist that does not exist.” er if all of America’s health-care fi-

To make his point, Monday he in- nances were controlled by his
troduced a bill that would force subcommittee.”
members of Congress to enroll their But Stark’s mutiny has limits. One 
families in the cheapest health plan day, he knows, Clinton will appeal to 
in their districts. him as a loyal Democrat to endorse

Behind Stark’s barbs lie a warning the administration’s approach, 
and a desire to help, says Rep. Jim When that happens, Stark says, “I 
McDermott, D-Wash. “He’s trying to will.” But first, he’ll try to win firm

■ >-

By H. Darr Beiser, USA TODAY 

STARK ASSESSMENT: Californian doesn’t mince words on the health-care 
plan: ‘Someplace that’s supposed to exist that does not exist.’

cost controls and regulations that 
permit states to enact Canadian-style 
systems. “And then I’ll be with them 
in a New York minute.”

The rogue role comes naturally to 
Stark. Before going to Congress in 
1973, he was a “rich white banker.” 
One reason for his bank’s success, he 
says: the neon peace sign he plopped 
on its headquarters building just 
across the bay from San Francisco.

He’s a solid liberal, supporting gun 
control and legalization of some 
drugs, and has won most elections 
handily.

A workaholic who spends his rare 
time off playing tennis and traveling, 
Stark says his 85-year-old mother is 
his top health adviser.

He says he’s trying to be more po­
lite in his dealings with the nation’s 
top elected officials, but he warns, 
“Deference isn’t acquiescence. I 
can’t change the way I am.”

Some White House aides hope re- 
 _  form legislation can be routed

Pete Stark with thanks for your help around Stark’s subcommittee. The
and best wishes!” it reads. administration treats him gingerly

And he spares the first lady from — it hasn’t shut him out of meetings,
much of his verbal venom. “She’s and aides say they’re sure he’ll even-
bright,” he says. “She’s light years tually be on their side.
ahead of Ira Magaziner. But political- “He commands hundreds of pages 
ly, her idea is to say something com- of fine print of law and regulation 
foiling to every group. She never de- that determine the flow of over $200 
livers any bad news.” billion a year in Medicare and Medi-

Stark says there’s lots of bad news caid spending,” says Alain Enthoven, 
in the evolving Clinton plan. the economist who conceived the

Ils untried concept of universal Clinton health-care philosophy, 
coverage organized by consumer ‘ “ 

mott, who also backs a Canadian- 
style system.

 Some of Stark’s ire is borne of the
stands health care or Congress. He arrogance that comes with knowing 
wants the president to skip writing a an issue inside and out. His subcom- 
bill and instead send Congress broad mittee basically runs the nation’s 
outlines to shape into legislation. Medicare system, and he’s been 

“He should let us try,” Stark says, thinking and breathing health care 
“He’s treating us like children.” for decades. He wants to be a player.

At the White House, Stark’s name- “They keep telling us we don’t 
calling is dismissed as resentment have anywhere else to go. Bull—. We 
because he’s not getting his way. don’t have anywhere else to go: We 

Still, he displays a photo of himself can write our own bill.” 
and Hillary Rodham Clinton in his
Capitol Hill office. “To chairman




