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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 laws.

- 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.



























DATAWATCH 171

than respondents who are not owners (49 percent versus 26 percent).
Owmers also oppose income taxes more strongly than nonowners. Most
national proposals 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 concermned
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-
itly represent small business, and dozens more trade and industry groups
speak for concemns of small business. The committees’ total contribu-
tions are about 60 percent of the size of large businesses’ contributions
and thus have significant potential to influence political outcomes."

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. Even with a reduction as large as 50 percent, only half of small

Exhibit 6
Small Business Suppon For Political Candidates Favoring Various
Health Care Policies

Would a political candidate suppordng each of the following
policies make you much more likely, more likely, less likely, or
much leus likely to agpport him/her?

Much more Somewhat Somewhar lem Much bass

Health care policy likely more likely Likety Hkaly
Allgovernmental heaith
insurance 13% 6% 26% 1%
Expand Medicaid tocover
all of the poor 8 » )| 16
No change in the current SRR
svstem ? 26 42 17
Emplover mandare 6 2 ) 38

Source Louis Harmvand . AssxateaSmall Busines Survey, 1991.
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firms that do not now insure their workers are likely to elect to buy
insurance. The results of our study suggest that the government will
have to 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 to buy insurance. If policymakers choose
instead to 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 to 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 national organizations that represent small busi-
ness). ;

Finally, for those 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
with 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.

The authors gratefully acknouledge assistance recewed from Ann Hendrcks and Deborah Garmick
(Harvard School of Public Health) and Daruel Campron (Alpha Cenier) i developing the survey
mstrumer. Paraal suppomt for thus work was prowded by The Pew Chanable Trusts and The
Robert Wood Johnson Foundanon. The perspecaves preserued hee ave the sole responsibliry of the
authors and do not reflect m any way the wews of the funders.
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firms that do not provide benefits are likely to be underrepresented.
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tionship, and those “known to present frequent claims submissions.” In
some insurance companies, a plan is available to high-risk firms, 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 treatment within a specified time period prior to initial enroll-
ment (usually six or twelve months) will not be payable until the
individual 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.’ Preexisting condition
exclusion—particularly excluding an entire firm because of one em-
ployee's health status—is a practice reserved almost exclusively for small
businesses (those with fewer than ten or fifteen workers).*

Study Methods

Using a semistructured telephone interview, we surveyed forty-five
insurance companies and thirty-seven agents in July and August 1991.
We surveyed ten 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 (Tampa); Genesee 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, firms 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 RWJF 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-
uonwide. We contacted 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
in the 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 types of plans available to
small businesses; (4) employee eligibility criteria; (5) compulsory em-
ployer contributions; (6) differences in the premiums charged for large
and small businesses; and (7) whether the respondent believes small
businesses have difficulty purchasing health insurance and why. These
questions led to discussions about restrictive enrollment standards that
could result in preexisting condition exclusions and redlining.

We also received marketing materials and underwriting 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 types 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 that 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. Several respondents gave general catego-
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ries of excluded industries, most frequently “high-risk” and “hazardous,”
but over two dozen 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 1).

In addition to examples provided in the interview, thirteen of the plan
descriptions that we received included specific types of businesses con-
sidered either ineligible or restricted. The types of businesses most fre-
quently excluded illustrate the underwriting practices of most insurers.
For example, hair salons were described to us as representing a “triple
threat"—high employee tumover 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 stores, consid-
ered ineligible by ten of the plans, are perceived as bad risks because of
high employee tumover and hazardous or unhealthy working condi-
tions. In some cases, the risk being avoided is quite obvious. For exam-
ple, one company writes health insurance policies for bakeries and
confectioners but considers them ineligible for dental coverage.

Exhibit 1
Health Insurance Industry Redlining Practices

.Numberdph.m lising  Number of repoadent
indusry as lising industry
Industry Ineligible as ineligible

]
i

Bars anc raverns 10
Entertainment businesses 9
Mining and quarrving

—
NN~

Bus. hmousine. and taxi services
Hair salons
Fishing industries

Logging and sawmills
Barber shops

Detectives, secunty guards, and
collection agencies

oW OWww | \waeaew
wo|loaco

Explosives manufactunng and disnbuting
Hospuals
Liquor stores

Government agencies and municipalines
Junkyards and salvage firms
Law firms

—
WO | =0 | NN o

Nursing homes
Trucking firms
Restaurants
Physician groups
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Sourte Sunvey of insurance companies and agena. 1991,






DATAWATCH 179

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 not exclude
applicants because of rype 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 individuals who are renewing a current policy or transferring
from one insurance company policy to another.

Policv Implications

Underwriting 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 the insurability of all the people in the firm, leaving
some perceived “uninsurables” also unemployable.

Because of current underwriting practices, some small businesses
would find it difficult to respond to any financial incentives or govern-
ment mandates to provide health benefits to their employees. According
to representatives interviewed, seven of the nation's ten largest insurers
in the small-business health insurance market routinely exclude certain
types of small businesses, and all of them exclude, where state law
permits, individuals 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 individuals denied coverage because of the
adverse health problems of an employee.

Although most health insurance companies reject the applications of
specific types of firms 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-risk
businesses, the price they face as a result of premium loading represents
an effective obstacle to the purchase of a health benefit plan.’

Top advisers in the Bush administration are proposing changes in the
regulation of small-business insurance as part of their health reform
strategy. Most of the reform proposals being discussed recommend elimi-
nating preexisting condition exclusions. However, few recommend
eliminating an insurer's ability to consider a particular type of business
inehgible 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 form of de facto exclusion. It is likely that substantial
financial incentives for these businesses will have to accompany any
legislation that mandates employer-based health insurance.

This paper 1s based on research funded by The Robert Wood Johnson Fowndanon.
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Clinton

ides‘Pred_i(‘-:t'Hecltlth-Caré Plan

Will Resultin Net Job Gainin Long Term

By Ricx WARTZMAN

Staff Reporter of THE WALL STREEY JOURNAL

WASHINGTON — White House officials
predict President Clinton's healthcare
plan would generate more jobs than it
would cost over the-jong term. But they
concede that the impact on the job market
during the first few years {s less clear.".

* The employrnent issuis sure to beone
of the most politically explosive aspects of
the coming health-care debate.--

. Some studles ady-have asserted
that the president’s proposal, which would
mandate that all employers contribute to
their workers' medical coverage, would
cost millions of jobs in the long run.
" But administration dfficlals argue that
those models don‘t take Into account a
variety of offsetting factors, including gov-
ernment subsidies that would be offered to
small businesses.-.. 4™

“It's hard to know what the effects
would be in the short run, although they're
likely to be small,” sald Laura Tyson,
chairwoman of the.president’s Council of
Bconomic Advisers, 1n an interview. “*But
the beneficial effeck of. the plan would
strengthen over’timé.?” F-"~_

The idea is that by relming in the growth

of health-care ‘eoéts,—companies should -

have more money to spend in other areas,
including hiring. Ms. Tyson said the Clin-
ton plan would probably result in a net job
gain within five or six years of being put
into place, but she declined to provide a
specific estimate.

Not everyone agrees with the adminis-
tration’s assessment. Princeton Univer-
sity labor economist Alan Krueger figures
the plan would mean 200,000 to 400,000
fewer jobs in 10 years than would other-
wise be the case.

Still, Mr. Krueger, whom.the adminis-
tration credits with having one of the most
sophisticated economic models in this
area, noted that would be only a small job
loss in the context of a labor market with
120 million workers. *“This is going to be a
big issue for opponents of the plan," he
said, 'but it's largely a red herring."

Pinning down the likely impact of the
Clinton plan on the job market is a diffi-
cult, if not impossible, task. The presi-
dent's proposal would do so many things
simultaneously — extend comprehensive
health benefits to every citizen, call on
every employer to help provide insurance
coverage for their workers, and cap the
growth of both private and public-sector
medical costs — that no economic model
exists that factors in all of the variables.

**Some of this is unknowable,”” Ms.
Tyson said. *'The models are very imper-
fect.”

There are other complications as well.
“or inslance, administration economists
are still struggling to understand the
eventual impact of the proposal on early
retirees. The White House has said the
government would pick up the bulk of the
health costs for early retirees, leading
some in the administration to fear that
companies would be encouraged to shed
many of their older workers.

Early retirees, aged 55 o 65, are too
young to be cavered by Medicare, the
{ederal health-care lnsurance program for
the elderly and disabled, and have become
a particular burden for the nation's Big
Three auto makers as well as companies in
other mature industries. But it remains
unclear whether companles that take ad-
vantage Of the early-retiree provision
would be assessed a special surcharge
potentially lessening the fallout from the

measure.

In addition, the administration is try-
ing to detennine what would happen to the
ranks of the self-employed. who would
enjoy enhanced tax benefits under the
health plan. And White House officials are
wondering whether as many as a quarter
of the nation's welfare reciplents could be
prompted to enter the job market if
health coverage were guaranteed.

Of course, no part of the labor market
would be as roiled by the Clinton proposal
as would the healthcare sector. But while
some occupations, such as insurance
agents, are likely to suffer under the plan,
home-based health-care providers and oth-
ers could prosper.

In an appearance yesterday on CBS-
TV's “Face the Nation,” senior White
House adviser Ira Magaziner said that

when it comes to jobs, “‘there’s likely to be .

some gain in the short term, and then
on net balance, we think there will be some
gain in the long term as well.” In an
interview later, Mr. Magaziner clarifled
his remarks and said he was talking about
short-term gains in the health-care sector
alone. He sald he agreed with Ms. Tyson
that the net effect on the-overall job market

..Is. more uncertain during the first few

years.

During the talk show, Mr. Magaziner
was challenged on several points by the
heads of the American Medical Associa-
tion, Health [nsurance Assoclation of
America and National Federation of Inde-
pendent Business.

James Todd. executive vice president
of the AMA, said he worries about the
administration’s emphasis on cost contain-
ment. “We're beginning to wonder if
they’re putting dollars first, putting the
patent second," he said. NFIB President
Jack Faris said his 610,000 members, who
are owners of small firms, “‘tell us they
have great fear that this will put them out
of business'* because of the employer
mandate.

In response. Mr. Magaziner said the
proposal shouldn't lead to a rationing of
medical services, as Dr. Todd suggested.
because there is so much waste in the
current system to be squeezed out first.

Clinton to Call for a Ban
On Plutonium Production

By 0 WaLL STREET JOUunNAL Stoff Reporter

NEW YORK —In his first speech to the
United Nations General Assembly, Presi-
dent Clinton is expected to call for a
world-wide ban on the production of
plutonium and enriched uranium, as part
of an effort to contain the spread of
weapons of mass destruction.

Mr. Clinton believes that the spread of
such weapons represents the primary
danger to the world in the post-Cold War
period. According to a senior administra-
tion official, the need to stop the prolifer-
ation of weapons of mass destruction,
including nuclear, chemical and biologi-
cal arms, will be one of the major themes
of Mr. Clinton's speech this morning.

In addition, the president will call on
other nations to stop testing nuclear
weapons, as part of his overall support
for a comprehensive ban on such tests.
He will push for a strengthening on
the ban of export of missile technology.
Though he isn’t expected 1o give detalls,
Mr. Clinton’'s proposals reflect the fact
that the administration’s interagency re-

Clinton Backs_,:\way

From Plan to Weaken |

Welfare Work Rules

WASHINGTON (AP) — The Clinton ad-
ministration is backing away from a plan
to weaken work requirements for thou-
sands of married parents on welfare.

The Department of Health and Human
Services withdrew its plan Friday. three
days after outlining the shift in policy in a
memo to state welfare agencles.

HHS had wanted to allow welfare
recipients from two-parent families to
spend as little as eight hours a week on the
job, instead of the 16 bours Congress
required when it passed the law in 1988.

Sen. Alfonse M. D'Amato (R., N.Y.), ac:
cused the administration of weakening the
work requirements at the same time Presi-
dent Clinton has promised 0 overhaul ihe
welfare system and force recipients to take
a job after two years on the rolls.

The work requirements are to take
effect Friday and require states to find jobs

or job training for as many as 120.000 _

unemployed parents on welfare. The ad-
ministration had tried to postpone the
effective date for two years, but Congress
refused.

“Now that they can't delay any longer,
the administration is now trying to water
down these work requirements,’ Mr. D'A-
mato said Thursday after learning about
the administration's memo, but before it
was withdrawn Friday. 'It's clear that this
administration is evading welfare re-
form."

The administration, as well as state
welfare agencies and advocates for the
poor, had argued that the changes would
have given states flexibillty to design work
programs to help participants find perma-
nent jobs.

But on Friday, a senior official at
HHS said the plan had been scrapped. HHS
decided to conduct a further review after
receiving questions from lawmakers and
state welfare agencies, -sald 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
mothers on welfare into creating commu-

nity service jobs for laid-off lathers.

officials said

view of proliferation issues 1s completed.




on Revisits N.Y. pypic Seen as Uninformed

Diner to Sell Health About Tap Water Problems

Bv Ruth Marcus

Wasamgton Post Statt Wnte:

NEW YORK, Sept. 26—President Clinton to-
day returned to a Queens diner he visited duning
the primary—this time on a new campaign to
sell his health care plan to the American people.

*Siting on a stool at the counter of the Future
Dmer in Flushung Meadows, Clinton met with
people who had written to the White House
about their health insurance problems and wor-
nes.

‘Each offered a dramatic personal example of
the problems Clinton has diagnosed with the ex-
isting health care system: soaring premiums,
insurance companies that refuse to cover “pre-
existing conditions,” companies that balk at pay-
ing for recommended treatment and people
fosced into poverty by medical bills.

I just don’t believe that we have to go on for
another vear or five years or 10 years being the
only nation in the world that can’t figure out how
to give health care to everybody,” Clinton said.
He said the White House has received 700.000
letters on the issue and continues to get about
10.000 each week.

.Her voice breaking, Marcia Blaize Callender
described her family's ordeal after they learned
her 18-month-old son Matthew had a terminal
iness. When her husband lost his job, Callender
ﬂid' her insurance company refused to cover
Matthew because his illness already had been
diagnosed.

1 The couple gave up their apartment, Callender
quit work to care for her son, and her husband
100k a job with lower pay in order to qualify for
medical benefits for Matthew, who died last De-
cember. “It is not Matthew's ilness or the ill-
nesses of other children that affects the quality
of life,” she said. “It is a health care system that

ithholds support from these same children.”

' Noung that Americans change jobs on average
e'ght tumes during their working years, Clinton
said it is “unconscionable”™ that people lose their
insurance if they switch jobs or become unem-
ployed.

i

“No family should have their grief com-
pounded and their economic misery reinforced
by this kind of problem,” he said.

Linda Haftel described her fear of losing her
health insurance since being told last year that
she has multiple sclerosis—a diagnosis she has
hidden from her insurance company. “Al]l that
I've worked to build seems in jeopardy from
what will be the nising costs of a lifelong illness,”
she said.

Clinton said his system would protect people
like Haftel, “This is the only 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 bills of $800 monthly
and said that despite her college degree and
MBA. she cannot work because she would lose
her disability and Medicare coverage if she took

a job. “So I'm stuck at a poverty level with no
insurance and keep my fingers crossed,” sad
Van Wvyck. After the event, when Clinton had
left, Van Wyck appeared to suffer a seizure and
was taken from the diner 1n an ambulance.

Other people described the burden of paying
for health insurance. Mark Fish said he and his
wife, who earn $40.000 annually. pay $8.000 a
year for coverage for themselves and their
young son—an amount Chnton said would be cut
roughly in half under his plan.

Ewen Gillies said that after “a working lifetune
of paving for the very best hospital and major
medical insurance on the market.” he had to
come up with $100.000 for a bone marrow
transplant and chemotherapy for his wife be-
cause the hospital demanded the monev in ad-
vance and his insurer refused to pay more thar
$60.000 tor the treatments.

By Gary Lee

Wastengion Post Sl Wreer

Millions of Americans may be
unaware they are drinking and
showering in contammated tap wa-
ter, and federal and state officials
are to blaroe for leaving the public
largely uninfarmed, according to an
cvxmmcnu! watchdog group.

i Citing data! from the Centers for
Dz'sms'e""Coot.roI and Prevention,
tde ’ Natural, Resources Defense
Counal's two-year investigation of
t)e nation's drinking water said as
many as 900,000 people get sick
each year from waterborne diseases
gad that 900 may die annually from
water contamination.

tIn one highly publicized case in
Milwaukee last March, an esti-
miated 370,000 people fell ill and at
st 47 died after drinking contam-
imted water from the city's supply.

*Snuauons like Milwaukee are
ocmhmg all over the country on a
enjaller scale, but we don't hear
atput them because a lot of people
dm't ‘cepart illnesses,” said Erik
Qfyon, who wrote the NRDC report
fod release today. “And a lot of oth-
erdareas are at risk unless some-

g is done soon.”
. The NRDC found that lax en-
fordment of the nation's safe
Fiking water laws by federal and
etaty authorities is a major part of
the broblem. The Environmental
Protection Agency logged 300,000
sy

her problem is official si-
lance when water safety violations
arg digovered: Only in 11 percent
of_dninking water law violations is
the putlic informed in a timely fash-
jon by fpderal or state officials, the
study sad, referring to 1992 Gen-
eral Acoounting Office data.

One reason state officials appear
reJuctant to penalize water facili-
ties, Olson said, is that they seem to
feel that water departments are
performing a public service and
should bedtreated leniently.

‘EPA spokesman Chuck Fox ac-
knowledgtd that there are some
problems with drinking water con-
taminatiod-and said the NRDC re-

d federal violations in 1991
2, aoording to Olson, but ..
- only’] percent resulted in penalties.

] Study: Contamination May Kill 900 Lach Year
Plan

POrt 1S "CONStILCUL- 1 DCiping *
bring the issues to hght. “Some o!
the findings 1n the study seem to be
consistent with our own findings.”
Fox said.

He added that state enforcement
of water quality violations is a “key
problem™ and said the EPA is ac-
tively Jooking for ways to strength-
en its ability to pressure states to

more stringently enforce the Safe -

Drinking Water Act.
last month, EPA Administrator
Carol M. Browner recommended to

Congress a package of proposals i
aimed at improving the quality of |

danking water nationwide. The
proposals focus on ways to make
enforcement of water quality laws
less cumbersome. The Chnton ad-
ministration also has requested
$3.7 billion in increased funding for

enforcement of drinking water qual- !

ity laws.

Fox stressed that there is not a
major problem with water qualty.
“The U.S. has one of the safest

dninking water systems in the |

world,” he said. “We're just talkuing
about finding ways to make it bet-
ter.”

Olson also said that in general
water systems across the country |
are complying with the enwviron- |

mental rules. “There is no need for
public panic,” he added.

The number of violations of
dninking water regulations differs
significantly from region to region.
In the District, there were only two

violations registered in 1991 and °

1992, according to the study, com-

- pared to 1,990 violations in Virguua

and 332 violations in Maryland dur-
ing the same penod.

The most common contaminants
in dnnking water are mcro-
organisms such as bacteria and
pathogens, Olson said. But dnnking
water also accounts for about 20
percent of the total lead expo-
sure—mostly from pipes and soi-
der—for an average person.

The report recommends several
steps for alleviating problems with
tap water, including the estabhish-
ment of a revolving fund for loca:

water systems to upgrade the::

equipment and better enforcement
of rules that require public notrii-
cation of drinking water problems.



]ob_Losses in Health Plan Are Denied

By STEVENGREENHOUSE

Specialto The New York Times

WASHINGTON. Sept. 27 — Recog-
nizing that in this day and age the
econometric siudy 1s mightier than the
sword, the Clinton Administration has
begun fighting back against reports
concluding that its health care plan will
cause huge job losses.

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

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 cxample, expanding home-based
health care.

“There are some things in the plan
we think will tncremse employment,”
Ms. Tyson sald in an interview. ‘“‘There

are some !actors that will reduce em-
plovment. and there are things that
would change the composition of em-
plovment. 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-
les as Exhibit No. ! 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.

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

‘“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 ]'m hearing from busi-
nesses, myv anecdotal instincts tell me

losses 1s a low number," said Richard
Berman. executive director of the Em-
ployment Policies Institute, a business-
backed research orgamazation that
sponsored the study esuimating 3.1 mil-
hion jobs would be lost. *‘There are over
700,000 restaurants in the U.S.. if each
restaurant cuts back one )ob 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
1gnore the subsidies to help small busi-
nesses afford insurance premiums.
When two professors 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 officiais 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
the Clinton plan would cause far great-
er job losses among small businesses |
than the Administration predicts. They
said the Administration would have

that the estimate of three million job

problems finding money to pay for the
tens of billions of dollars in subsidies
planned for small businesses.

In early versians of the Clinton plan,
| before the submidies were added. Ad-
I ministration offleMlis estimated that
'the requirernent that employers buy
health coverage might cause small
businesses to lay off 200,000 to 700,000
workers. But with the subsidies, one
official esuimated it would cost about
150,000 jobs at small busiresses that do

not now provide health insurance. |

*That represents one month's worth
of job creation,” one Adnmiinistration
economist said. ‘Isn’t that worth 1t
when what we gain in return is heaith
security for all Americans and an end
to spiraling hea!lh care costs?"
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SHALL BUSINESSES
MAY GAIN A BREAK

Mrs. Clinton Says Health Plan
Would Limit Premiums on
Employee Insurance

By STEVEN GREENHOUSE
Spocral 10 The New York Times

WASHINGTON, July 28 — Seeking to
ease the fears of small businesses, Hil-
lary Rodham Clinton said today that
they might be allowed to pay signifi-
cantly lower health care premiums un-
der the Administration's health care
proposals than large companies would.

At a closed meeting with members of
the House Small Business Committee,
Mrs. Clinton suggested that the Admin-
istration was thinking of limiting what
many small businesses would have to
pay for health care to less than 3.5
percent of their payrolls.

Members of the committee applaud-
ed this suggestion because it 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 percent.

The Administration 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 of the meet-
ing furnished by one member of 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 getting a free
ride, and the rest of us pay through
increased insurance premiums and
taxes. Everyone must contribute."

In her remarks, Mrs. Clinton, chair-
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
50 employees. These businesses are
considered most vulnerable to the cost
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-
mittee. "'If you are going to include all
employers, you need some kind Of]
break to 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 o pay the premiums.

Officials from small-business organ-
izations said Mrs. Clinton's remarks
seemed intended to reduce the resist-
ance of small business not only to the
President's forthcoming health care
reforms but also to the President’s $500
billion deficit-reduction plan.

But Mrs. Clinton's comments did lit-
t.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
heaith care analyst, *“If you're paying
nothing now, and you have to pay in 3 to
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 final decisions have been made
on the size of 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, $2,500 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
$15,000, it would have to 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. 'l 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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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
current 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:

0 nearly half of the businesses (48%) will be forced to raise prices,
) nearly a third (31%) would have to let workers go or leave jobs unfilled,
) 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 biggest 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-eminent difficulty.

Virtually all respondents (97%) agreed that health insurance costs are a serious
problem for small business. Indeed, seven of every 10 (69%).charactcrized health
insurance prices as a "very serious” problem.
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Health-Plan Subsidy for Small Business Holds Surprises

Analysis of Four Hypothetical Firms Shows Payments Could Vary a Lot

By BRENT BOWERS
Staff Reporter of THF. WALL STREET JOURNAL

Many small businesses with low-paid
workers look forward to a federal subsidy
under President Clinton's health-care
plan. But what is their piece of the pie?

Figuring that out is no piece of cake.
The administration says annual health-in-
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 of 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 mast 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 $1,706 a year.

All three analysts emphasized, how-
ever, that computations at this early stage
of 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 of health-care policy
and legislation at Buck Consultants in
Secaucus, N.J.; and Thomas Kuhlman,
vice president in the Chicago office of
benefits consultants Towers Perrin.

Here are the four scenarios — based on
the Clinton proposal that employers would
be responsible for 80% of yearly premiums

and workers for 20%, with the annual cost
of insurance coverage projected to average
$1.800 for individuals and $4,200 for fami-
lies nationally.

A restaurant: The owners, a husband
and wife, pay themselves $20.000 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 of
$13,500 a year. Ten part-time workers — e-
venly split between individual and fam-
ily coverage needs—put in an average of 15
hours a week and make an average of
$5,500 a year.

Analysis: The employer's 80% share of
individual insurance is $1,440 for its full-
time workers and half of that, or $720, for
part-time workers. The Clinton plan proj-
ects that the restaurant's annual contribu-
tion for family insurance would be $2,240,
representing 80% of the weighted average
premium adjusted for the number of two-
worker families in a proposed regional
health alliance. For half-time workers,
family coverage would cost the restaurant
half of that, or $1,120.

Using these figures, the company's
share of annual premiums for all em-
ployees—Including the owners—would be
$33,680. But its total payroll of $230,000,
divided by 17 workers — including the
owners and counting each part-timer as
half of an employee — yields an average
wage of $13,529. That means the com-
pany's contribution would be capped at
3.8% of payroll, or $8,740. The government
would pick up the difference, or $24,940 a

ear.

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-time worker earning $15,000 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 $25,000 by
2.0 to get $12,500?"' she asks. ““The proposal
doesn't say. There are thousands of those
kinds of funanswered] questions.’

A vitamin-plll maker: Organized as a
usual C corporation, it is owned by four
partners. Each gets $110,000 in salary
and bonuses, $50,000 in dividends and
$50,000 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
of $15,600.

Analysis: The combined annual payroll
of the 50 workers' wages and the four
owners' salaries and bonuses comes to
$1,220,000, or an average of $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, it would pay the
maximum 7.9% of payroll, or $96,380 a
year. Its annual payment for 20 individual
health-insurance policies and 34 family
policies would come to $104,960. The gov-
ernment subsidy? A scant $8,580 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 of $13,000. As the sole em-
ployee, she must also pay the individual's
portion of health insurance.

Analysis: The owner would be ineligi-*
ble for a subsidy on her individual annual
contribution of $360 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% of $13,000, or $494. Uncle
Sam would fork out a $946 subsidy.

Point to ponder: The Clinton plan al-
lows the owner to deduct the entire $854
from her personal income taxes.

A textlle producer: Organized as a
so-called Subchapter S corporation, its
owner takes no salary. But he gets $170,000
a year in corporate pretax profit, which
flows to him as undistributed taxable in-
come. Sixteen full-time workers earn an
average $10,500 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 of the work force
but exclude his income, the manufac-
turer's average wage is $9,882 and the
employer's share of the health-insurance
bill would be 3.5% of $168,000, or $5,880.
Since the premium for the 17 employees
would be $34,880, the federal subsidy would
be $29,000 a year.

But if you include the owner's income
as "‘wages,” the employer's contribution
toward the premium is 5.5% of $338,000, or
$18,590. That would produce a smaller
government subsidy of $16,290.

Point to ponder: Under current federal
law, Mr. Kuhiman of Towers Perrin notes,
owners of Subchapter S corporations
“aren’t considered employees for purposes
of participating in benefit plans." Will Mr.
Clinton ignore such owners’ income in
figuring their companies' payroll? *'That'’s
an issue the administration needs to sort
out,” he says.
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Plea Last M_onth for Armor in Somalia

Was Ignored in U.S., Army Aides Say

/ By THoMas E. Ricks
And DAvID ROGERS

Staff Reporters of THE 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 in Attention

The twin crises in Somalia and Russia
have shifted the White House’s attention
away from the struggle to enact much of
its domestic agenda. Article on page
Axx. And while the crisis in Russia is
turning out the right way for President
Clinton, the other is going badly, tragi-
cally wrong. Capital Journal, page A18.

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 of
armored 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 armored 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

[
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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 aftermoon 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 (D., 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.

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 Somalja. 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 fire without armored protection.
The U.S. was forced to rely on Pakistani







And Now, Anxiéty as Terrible as the Floods

By ISABEL WILKERSON A ' '
Spectal 10 The New York Times

ST. LOUIS, Sept. 24 — On a balmy
Sunday after church, Elizabeth Crane
Stood in a parking lot trying to recall
her address. It had been a month
sjnce the river took the house she
lived in for 44 years, the little town of
Hardin, Mo., where she settled as a
war bride, the antique table linens
from her mother in Germany and
even the cemetery where she buried
her husband.

‘‘Let me see,” she said, looking to f
the pavement for clues. She thought :
hard, then opened her purse and be-
gan mining for anything with her
house number on it, growing more
frustrated with each wrong envelope |
she found.

‘““Here it is,” she said. finally, re-
trteving a scrap of paper. “Front '
Street. 402 Front Street.” ;

The river that hadbroken her heart |
took.a piece of her memory, too. !

Post-Traumatic Stress

1
]
It has been nearly three months !
since the great rivers first rose up l.
against towns and farms in the Mid- [
west. In some places the rivers are
rising again, and now — after weeks
of levee-shoring heroism followed by
the tearful taking of inventory and
determined attempts to clean up —
the signs of post-traumatic stress dis-

onder, the kind that haunts some com-
bat veterans and survivors of plane
crashes, have set in among many of
the region’s ordinarily stoic river
people.

If Hurricane Andrew, with its sin~ '
gle, violent touchdown in 1992, was
like a heart attack to South Florida,
the Midwest floods of 1993 have been
like a cancer, gradual and insidious
and frighteningly enduring. People
who have lost 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 -
if their towns will exist.

Many barely had the chance to

/ Continued-From Page Al

assess the damage and clear the de-
bris before the fall rains started,
bringing a new.wave of flooding and
prolonging the summer’s nightmare. }

‘“l can't believe this is happening
again,” said Marty Bohamonde, a
spokesman for the Federal Emergen- |

cy Management Agency, driving past ,
cornfields and roadsides flooded
anew by the Mississippi River. “A
week ago the river was in its banks.
Now it's back again. It just never
1 ends.”
What little time the flood victims had
!to clean up before winter set in could be |
lost if the rains continue. And as they
resign themselves 10 government trail-
ers or cramped apartments, flood refu-
gees grieve for the homes and lives
they fear will never be the same.
‘‘We're not over it yet,”’ said Dorothy
LeFever, a retired housekeeper whose
town, Alexandria, Mo., was wiped out
by the flood. ‘‘It gets you inside. ! shake
all over. My stomach ain’t right. My
nerves are bad. I get a choking feeling
when ] eat. Sometimes 1 walk and 1
walk. Then 1 go get my Bible. That's
only thing that comforts me."

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
what he did for a living to the 4-year-old

who still cannot talk about the cat
he flost in the flood.

/

- the rivers, the current rains are fur-

For Tracy Kehoe, a flood victim liv-
ing in a temporary apartment outside
St. Charles, Mo., with her husband and
two young daughters, the only way she
has been able to make it is to pretend
the flood never happened.

‘“Then the kids will ask if we're ever
going home, and I have to face reality,”
Mrs. Kehoe said, adding that she then
goes into the bathroom and turns on the
faucet ‘‘so the kids can't hear me cry."

Anxiety and depression have set in at
a ume when people here most need
their minds clear to negotiate the bu-
reaucracy set up to help them, togeton .
with the cleanup and to make the hard |
choices confronting them — where to
rebuild their homes, where to find work §
and schools.

Natural Grieving

Psychologists say these responses —
Mrs. Crane's memory lapse or Mrs.
LeFever's loss of appetite, for instance
— are normal reactions to painful and
extraordinary circumstances and are
part of natural grieving. They are re-
sults of crisis overload, specialists say.

‘‘The reality of the flood is something
nobody can change," said Dr. John F.
Snyder, a clinical psychologist at
Southern [llinois University in Carbon-
dale. “It lasted longer than anybody
projected. The stress factor went on
and on. It's the kind of stress that is
debilitating, that wears people down.
It's like there is a zero sum ability to
com"i

For people already beaten down by

ther insult. making life messier and
even more depressing. The rains delay
the cleanup and draw out the grieving. |
But in towns already at rock bottom, |
there is little left for the new flood-
waters to destroy.

While the rest of the country turns its
attention to President Clinton's health
care plan or the debate over the North
American Free Trade Agreement, !
things are as bad as they ever were for
many people here.

Disrupted Family Life

For the last two months Michael
Cantrell, a financial officer who lives in
Quincy. Ill. but works across the Mis-

:| selor said.

Those who appear to have the hard-
est time coping are the elderly whose
lives and memories were washed

were on the edge even before the floods
struck.

One 70-year-old Missouri man lost
his wife to cancer in May and his life's
possessions to the floods in July. He
turned to a counselor, Doug Hatfield,
for help. Mr. Hatfield recalled, ‘I was

-I siting with him this week and he said,

‘Why should | live?*
‘I have no answer to that,”” the coun-

A burly blue-collar worker broke
down at a Red Cross center, and his
troubles cascaded out: He had lost his
home and his job and was unable to tell
his wife how bad things were because
she had epilepsy and he feared she
would not be able to bear it. The two of
them were holed up in.a motel room
.with their three young children, and he
did not know how much more he could
take. A social worker, Linda Berkowitz,
guided him to a back room to talk.

‘‘His eyes were filled with tears by
the ume we sat down,”” Ms. Berkowitz
said. ““I told him, ‘Just go ahead and
cry,’ and he did. He just cried and cried
and cried. He cried for about 15 min-
utes. He kept saying, ‘1 don’t even know
who you are, and here | am crying like
ababy.’ And I kept saying, ‘You are not
the first.' **

The Loss of a Home

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 is for
those grieving the loss of a loved one,
some counselors say. Thehome may be
the repository of life possessions and
memortes and the symbol of security

and connectedness to the larger worlg, , ,
but those who lose one are expected to
pull themselves together. =3
“*American society has trouble ac-
cepting permanent scars and perma;.~
nent misfortune,’” said Aphrodite Mat-
sakis, a staff psychologist and special-”
ist in post-traumatic stress disorder at
the Veterans Affairs Medical Center ig..
Silver Spring, Md. It goes against the _

sissipp! in Hannibal, Mo., has been
forced to feave -his ‘wife and infant
daughter to live with co-workers dur-
ing the week. The bridge connecting
Quincv and Hannibal has been closed
since July, at one point making a 20-
minute commute seven hours long.

Sometimes when he returns homeon
weekends his 7-month-old daughter.
Lindsey, does not know who he is. “The
first ume 1 stayed two straight weeks,
and when | got home she didn't recog-
nize me and wouldn’t hardly look at
me,” Mr. Cantrell said. *‘I kind of feel
like a divorced father who has weekend
visiting privileges.”

He has missed milestones like her
first tooth and first attempt at crawl-
ing. His wife, Linda, has been taking
videos, but her husband is not in many '
of them.

Mr. Cantrell may be separated from
his family for some time. Before the
fall rains began, the bridge was not
expected to reopen before late October.
Now it may not be open until next
spring. ‘‘The frustrating thing is not

knowing when it's going to 'end." he
said. “‘We're going into our ninth week
doing this, and there is no end in sight.

‘Lot of Disillusionment’

The crisis has begun to drain the
deep well of pioneer spirit evidenced in
the early stages of the flood.

“The initial response was, ‘Let’s get
in there, we're a team, we’re going to

grain because we feel we are masters..
of our fate, so therefore people who
have gone through these losses are.’
encouraged to get over them quickly.”, -
That is not likely to happen in the.
flooded and still soggy sections of the ~
Midwest, where it may be more than a
year before people can return to their
homes and farmers to their land.
“It's going to be a long, long, long,..
recovery period,”" said Virginia Mok --
gaard, associate professor of human, .
development and family studies at- -
lowa State University in Ames. ‘‘We
are looking at not weeks and months,
but a vear or more."” o 0
As painful as the flood vicims' expe--
riences are, specialists note that feel-
ings cannot kill. But not all flood survi-
vors believe this. J
Vic Wilson, an 85-year-old Missouri,
man in the devastated town of Alexan-
dria, had diabetes, a heart attack, a..
light stroke and heart bypass surgery.-.
When the floods hit he was forced from. .
his home like the rest of the town and-
fell into a deep depression. ‘‘He kepy. .
saying, ‘Take me home, take me

~e

» | home, ' said Mrs. LeFever, a neigh- .
| ‘bor. ““l just cried, ‘We can't take you
i. home!" " =

Mr. Wilson died three weeks agd

., Tuesday. While his death ceruficate

may say heart failure, neighbors like
Mrs. LeFever are convinced he died of
| a broken heart.

beat this thing,’ *’ said Dr. Morris Paul
son, a clinical psychologist at the Uni
versity of California at Los Angelr

ywho worked as a Red Cross volunteer

tin flooded parts of 1llinois much of the

.summer. “Now there is a lot of disillu-l

|sionment. 1 don't think the wounds
|have healed. People are in a heightened
state of unsureness.”

away, and the residents whose lives *
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=== POLITICS & POLICY =====

*1 CLINTON: STRAYS FROM SPEECE TO DEFEND PLAN

"President Clinton told the nation's governors [8/17] that
there would be 'no free ride' under his health care reform plan
and said all Americans -- employers and individuals alike =-
would have to pay something for coverage." Clinton: "I think
every American should knecw that health care is not something paiaq
for by the tocth fairy. I don't pretend to have all the answers,
but I'm absolutely sure this is the problem that America cannot
let go, that we cannot walk away from" (R.A. Zaldivar, PHILA.
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 reform would be like "tying small
businesses to a sled and pushing them down a mountain, hoping
they'll remain upright." cClinton, "tossing out his prepared
remarks, spent much of the speech ... arguing otherwise, saying
the reform effort would promote jobs rather than cut them” (Noel
Oman, 8/17). Clinton listened to Mctley's comments backstage
where First lLady Hillary Clinton "challenged Motley's televised
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 to rebut Motley also was a cClear
demonstration of the administration's new=found resolve not to
let critics define the issue" (Edwin Chen, 8/17). Clinton: "If

you just imposed a mandate and did nothing-else,-would it cost — 422::J,
Jjobs>—Yes, it would. ... That is not what we prcpose' (Oman,
g7T7)y-. Clinton said that ¥eform would cut companies’ €o8ts,
allowing them to invest those savings "in creating new jobs"
(Hasson/Keen 8/17).

BEST OF FOUR: 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 would "require us to
replace over $5C00[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 wculd encourage employers to discontinue the health
plans they currently offer. And continuing with the current
system, would mean the gov't and employers would continue 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, L.A. TIMES, 8/17).

EMPLOYER MANDATE: Clinton "insists" that employers provide
coverage for workers (Oman, 8/17). But Clinton "wmade it plain
that his effort would seek first to reduce health care costs by
revarping the insurance system and reducirg government red tape.

3



'Health Plan’s Break fof Small Business Re

mains Blurry

Lack of Data Adds to Skepticism About Financing of Clinton Proposal

By BRENT BOWERS
Staff Reporter of Tir WALL STRERT JOURNAL

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 to 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, contribu-
tions of businesses with 50 or fewer em-
ployees would be capped from a low of just
3.5% of payroll if wages average less than
$12,000 a year to a maximum of 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 of $1,800 for individuals and $4,200
for families. (The plan calls for employers
to pay 80% of health-care premiums and for
workers to pay 20%.) The government
would pick up the rest of the tab from an
enormous ‘‘subsidy pool' of $419 billion
spread out over six years for both busi-
nesses and low-income individuals.

But small-business specialists say it

isn't clear yet how a key figure, payroll,
will 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 $12,000. ‘'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 will have to enter the
calculation, although not always in the
same way.

"They don’t define whal payroll is,"* he
says. He says his firm is assuming the
health-care plan will follow the same rules
as tax law, meaning that owners of regular
corporations will have to include all their
compensation in compuling average
wages, but that owners of 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 of detail, which cer-
tainly is missing, that's our best guess,'"
Mr. Kuhlman says. Thus, he says, a busi-
ness owner who makes $60,000 and pays
four workers a lotal of $37,000 would
have an average worker pay of $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-corporation owner pays

himself no straight salary at all. Moreover,
offsetting the difference to some extent
would be a requirement for the S-corpora-
tion owner to pay the full cost of his
own coverage as a self-employed person,
Mr. Kuhlman says.)

Sam Starr, a tax partner in the Wash-
ington office of Coopers & Lybrand, antici-
pates that any salaries that S-corporation
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, will
there be a *‘stampede’’ to S corporations?
"Thalt's one of the issues."

Questlon 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
White 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 add 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
qualify, much less how many workers they
kave. And officials at the federal Bureau of
Labor Statistics. the Small Business Ad-
ministration and the Census Bureauall 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 $419 billion
in gross subsidies on hard data or reliable
extrapolations. (The administration em-
phasizes that after subtracting expendi-
tures that would be shifted out of Medicaid
and Medicare programs, the net budgetary
cost of the subsidy program would be a
little 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 I nterim Controls
On Insurers Drgw Fire From Industry

By GREG STEINMETZ

Staff Reporter of THFE. WALL STREFT 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

Small-Business Uncertainty
Unanswered questions about the Clinton
health plan’s proposed subsidies for
small businesses are making it harder to
determine which businesses can get the
break, and how much the program will
cost. Enterprise, page B2.

“‘bogeyman’’ in the health-care debate by
accusing them of abuses they argue have
largely been eliminated by state legisla-
tion.

The Clinton plan calls for rules “to
reduce the potential for disruption in the
health-insurance industry during the tran-
sition"' to the Clinton system.

Ban on Dropping Customers

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

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 insurers
stay in the business and get burned.,”
said Thomas Pyle, an executive with
Metropolitan 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.

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-term insurance ’
industry regulations are discussed in a
239-page draft of the Clinton health pro-
posal that has been floating around Wash-
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 platform to
blast the industry. That, in turn, would
make it easier to pass health-reforrn meas-
ures the industry finds objectionable, they
say. S
y“l 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 reform."

Rules Against Abuses

By prohibiting insusers 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 |
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Existing-Home Sales Eased in August,

But Continue to Ou

By BILL RICHARDS \/
Staff Reporter of THE WALL STREET JOURNAL

Growth in existing-home sales leveled
off in August, but continued to strongly
outpace last year’'s sales, with first-time
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-
nualized 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
$109,200 from $105.000 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-home sales to remain strong for
the rest of 1993, averaging around 3.6
million units monthly, up 4.4% from 1992.

The strongest regional showing in Au-
gust came from the Northeast, where
existing-home sales climbed nearly 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
+ there.

California 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,
according 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-
!get have been mortgage rates. which con-

tpace 1992 Levels
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for 30-year fixed-rate mortgages hit 7.11%
in August, falling to 6.95% at the end of last
week. Those low rates continued to push
home-loan applications, one of the leading
resale indicators, to more than 70% above
normal, as tallied by the Mortgage
Bankers Association of America.

David Seiders, 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."

Mr. Seiders said buyers for new and
existing single-family homes are coming
from the rental market. “‘At current inter-
est 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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ing statutes similar to those used to con-
vict members of the Mafia and drug rings.
In a conspiracy case. prosecutors can pre-
sent to asingle jury a full picture of every-
thing the conspirators allegedlv did or
planned. including evidence that might
not be relevant to a specitic crime. Jjeh
Johnson. a former federal prosecutor.
notes that “'if the government can prove a
detendant was aware of the conspiracy
and did something to become involved in
Il. he becomes as hable as the rest.”

Under those rules. the government
need not prove that Abdel Rahman directly
ordered his followers to blow up anv tar-
gets. [t may be enough to show. as the in-
dictment charges. that he “provided in-
struction regarding whether particularacts
of terrorism were permissible or torbidden
[under [slamic law. presumablv]. served as
.1 mediator of disputes among members of
the urganization. and undertook to protect
the organization trom inhltration by law-
entorcement authorities.”

The racketeering statutes also offer
the government a second crack at trving
Nosair for the murder ot Kahane without
running atoul of the constitutional prohi-
hition against double jeopardv. Many peo-

ple. including the judge in'the case. were |

outraged when a state jurv convicted
Nosair of gun possession but acquitted

him of the murder itself. It 1s a well- |

established principle that the same act
can be prosecuted twice It it violates the
laws ol different “sovereignties.” And
though murder as such is not a federal
crime. killing someone to turther a racke-
teering conspiracy. as Nosair is accused
of doing. 1s.

Some legal experts think U.S. Attor-
neyv White mav have drawn the conspira-
cyv too broadly. If she cannot prove all that
1s alleged. theyv think. she may wind up
with fewer convictions than she might
have won in a series of narrowly defined
cases. As to Abdel Rahman. the feds may
have hgured thev had nothing 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 butt out of the
country,” as an official puts it.

But where could he be sent? Egypt has
put in only a quarter-hearted request for
extradition: Mubarak would vastly prefer
to have Abdel Rahman in a U.S. prison
than on trial in Egypt. tluttering terror-
ists” hearts. The sheik's lawvers have
talked about having him go voluntarily to
Afghanistan. but no one wants to see him
free in that hotbed of Islamic fundamental-
ism. Mohammad Mehdi. head of an Arab-
American organization, predicts that “the
sheik is going to be our guest in America
for many years.” Fine by Washington, as
long as his guesthouse has bars on the
windows. —Reported by Richerd Behar/New
York, Dean Fischer/Cakro and Elaine Shanman/
Washigton
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Clinton may not know it

yet, but his advisers

predict job losses from
" health-care reform

By DICK THOMPSON WASHINGTON

HILE BILL CLINTON RELAXED ON

Martha's Vineyard last week.

stafl members were sweating and

fretting back in Washington.

studying computer models for answers to

one of the most explosive questions facing

his health-care-reform proposal. That

question—the subject of a showdawn

meeting scheduled with the President this

. week—is, How many jobs will be lost dur-
| ing the long transition to reform?

Clinton has publicly stated that health-
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care reform will “boost job creation.” :
claim that unnerves many of his advisers
What they know—and what some of then
fear Clinton has not been told—is that the
Administration’s own preliminary com
puter-aided studies of the “employmen
effects” of health reform predict “signifi
cant” job losses.

TIME has learned that according to ont
computer run. the plan would slow ne
employment growth by as many as 1 mil
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 the
Urban Institute, a Washington think tani
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.

Sourvces caution that these forecasts re

18



THE FIRST LADY ON VACATION: Exerting a
“chilling ettect’ on reform sessions.

sulted from a draft of the health-reform
plan that is still being refined. and was test-
ed on an econometric model that included
“faulty assumptions” about the ways in
which emplovers. workers and health-care
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providers are likely to respond to health- |

care reform. Still. these estimates—and

others by independent economists who |

predict job losses iIn
600,000 range—galvanized Clinton's
health-reform advisers last week into a
crash program to refine both their com-
puter models and the health-care plan in

the 200.000-to- |

order to minimize their torecast of unem- |

plovment. Says a wortied official: “The
jobs issue is probably the most sensitive
one we face i1n health-care reform."”
Privatelv. several of the President's ad-
visers contend that the current runawav

spending on public and private health care |

1S a growing burden on the economy.
which. like a surgical patient who must
feel worse before he can get better. might
need to endure modestly higher unem-
plovment for several vears as the price of
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 fourcourse free lunch. Everyone
will be covered. It won't require new taxes.
It will immediately boost job creation. And
it will unmediately reduce the federal defi-
cit. “Several of us," says a political adviser
to 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 pavroll for
health insurance. For big companies. such
as automakers. which now pay about 19%,
the potential savings 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 margns.
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 five vears.
A new studv. financed by
restaurant owners. fore-
casts losses of 3.1 million.

The White House re-
jects these figures as flawed
because they don't sufti-
ciently account for jobs cre-
ated in firms that save money through low-
er insurance costs and because thev are
based on false assumptions about the tight-
lv guarded reform plan. The next computer
runs. to be conducted on the Urban Insti-
tute’'s microstmulator (called THiMm. for
Transfer Income Simulator). will include
various “‘transition subsidies’ designed to

IRA MAGAZINER: No such
thing as a tree lunch?

package—though few others believe this
schedule is realistic. She has waved off
warnings of job losses as the propaganda
of greedy business interests. Her strong
views and assiduous hunting of suspected
leakers have exerted what one ofticial de-
scribes as a "chilling effect” in sessions
she attends. Nevertheless. at a recen!
meeting. her colleagues report that Laura
Tyson. chair of the President's Council of
Economic Advisers, cautioned that once
the plan is released. respected outside
economists will run it through standard
econometric models. which will probablx
show job losses. *'and some of those num-
bers might be big.”

Clinton health-care planners have tried
to address the concerns raised by small
business. which enjoys great influence in
Congress. Thev emphasize that under the
proposal. the smallest businesses.will pay
as little as 3.5% of their payroll for insur-
ance, rather than the 7.6% top rate. with
taxpavers 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-
. @aziner, backed by Hillarx
: Chnton. has so far insulated
: the President from internal
: assessments that might
challenge his rosy scenario
- But that. officials say. will
- change in the meeting
* scheduled this week.

Many small-business
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
Audreyv Rinker, owner of
graphics shop in New Port
Richey. Florida. has been
denied coverage by threv
insurance companies he-
cause her workers have
pre-existing illnesses
Says Rinker: “We need
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| something done right now.” Even when

minimize job losses for small businesses |

and low-income emplovees. His advisers
plan to present Clinton with lour options
this week for easing the transition. hut on¢
official said thev were having trouhle de-
signing subsidies that were not “a night-
mare toadminister.”

Hillary Clinton. who heads the health-
care-reform eftort. is committed 1o a rapid
phase-in. bv January 1996, for untversal
coverage and a generous basic-henetits
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thev can get insurance, small companies
pay some of the highest rates. Barbara
Silver Miller. co-owner of a vending-
machine firm in Phoenix, Arizona. has
seen premiums for her employees rise
20% to 30% a vear.

To reform this festering mess. some
Clinton ofticials argue privately, the tran-
sitional loss of a few hundred thousand
jobs 1s not a high price to pay. Certainl\
not in an economy that employs 120 mil-
lion workers and creates 2 million jobs a
vear. Yet for the individuals involved. a
single joh lost on a Nebraska farm isn't
reallv "a net wash" when a new job—re-
quiring relocation and training—is created
in a Detroit auto plant.  —With reportisg by
Dan Goodgame /Washington
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