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Clinton Reform Plan Splits Old Alliances, Spawns New (Ones

SPLINTER FROM PAGE 523

guide shows. (See ‘‘Handicapping Health
Care’s Major Players,’’ Page 528.)

For years, unions, businesses, senior
citizens, doctors, and insurers each re-
mained vaguely unified on reform—if for
no other reason than that debate about
change was couched only in broad, murky
terms. But now that they are faced with a
specific plan with a realistic chance of
passage, they are split in two ways: be-
tween idealists and pragmatists, and—per-
haps more important—between big outfits
that stand to benefit from reformn and little
ones that could be wiped out by it.

The Clinton plan now circulating on
Capitol Hill—which calls for universal
health coverage, big consumer coopera-
tives, and large networks of health pro-
viders—is changing the political land-
scape in seismic ways that will long out-
live this debate. It’s a bewildering, ever-
changing scene, with alliances coalescing,
splintering, and re-forming. Groups find
themselves staunch allies on one key detail
of health reform and harsh enemies on
another.

Divide and Conquer

And that’s not surprising, given how
much the health-care industry has grown
and diversified since the last time anyone
attempted a major overhaul.

““You're talking about a $900 billion
industry, and any proposal is going to af-
fect different people differently,”” says
Warren Greenberg, a professor of health
economics at George Washington Univer-
sity. ‘“To talk about six or seven interest
groups, when you’re talking about health
reform, is no longer enough.”’

It’s been said that the Clinton reform

Joshua Weiner: MA doesn’t
necessarily speak for all doctors.

single-minded group as represented by the
AMA.”

As physicians increasingly move into
health maintenance organizations, medical
schools, and large group practices, their
interests are not necessarily represented by
the AMA, says Joshua Weiner, senior fel-
low at the Brookings Institution and a
member of the Clinton health task force.

At the same time, tension is growing
between family doctors and the high-paid
specialists who have more to lose under
reform.

The result: Doctors cannot muster uni-
fied opposition to Clinton’s reform, as

NOLONRMY NISO¥

they have to other efforts to transform
health care over the years.

The American College of Physicians,
smaller and more liberal than the AMA,
supports the Clinton plan far more vigor-
ously than does its big cousin. The 5,500-
member Physicians for a National Health
Program is arguing loudly for Canadian-
style reforms that the AMA hates. The
American Hospital Association has
emerged from the shadows with its own
priorities.

And those who have traditionally been
kept on the sidelines of medicine—nurses,
physician assistants, chiropractors—see
the reform process started by President
Clinton as a chance to grab influence.

*“There is a sense that Gulliver is being
besieged by Lilliputians,’” Young says.
*“The psychologists, the social workers,
the whole list of brother and sister profes-
sions have constantly clawed away, and
they are starting to be effective.”’

The Center Cannot Hold

Insurance companies, meanwhile, are,
if anything, more fragmented than doc-
tors. The Health Insurance Association of
America, with 250 member companies,
has long acted as sole representative of the
industry. As Clinton’s plan gained mo-
mentum, the HIAA tried to please all its
members by making halfhearted moves
toward reforin.

Instead, it pleased no one. The five
biggest insurance companies—which
stand to benefit greatly from the presi-
dent’s proposal—dropped out and formed
their own association, the Alliance for
Managed Competition. And 25 smallerin-
surance companies, terrified that the ad-

ministration's plan will squash them, also
created their own group, the Council for
Affordable Health Insurance.

This disintegration of alliances is not
limited to medicine. Other groups that
care about health—unions, consumers, the
elderly—all are split to some degree over
Clinton’s plan.

Dissension in the Ranks

Since the New Deal, most liberal activ-
ists have favored national health insur-
ance, under which—unlike Clinton’s pro-
posal—all citizens would buy health
jointly through the federal government.

But these activists are delighted to be
insiders after 12 years in the cold, and
many believe that it would be stupid to
ignore a chance for real reform. On Sept.
21, AFL-CIO President Lane Kirkland
announced that his organization unequiv-
ocally supports the Clinton plan, a posi-
tion reaffirmed at last week’s AFL-CIO
convention.

But at least one left-leaning union, the
Oil, Chemical & Atomic Workers, refuses
to jump on board and continues to endorse
passionately a single-payer system. This
reflects a sentiment widespread in the
labor movement, says Pete Strader,
OCAW's international representative.

*“‘We think it’s going to be difficult,”
Strader says of his group’s bid to gain
support for a single-payer plan despite the
opposition of the AFL-CIO leadership.
‘‘But once this thing is getting debated,
which is starting now, we think American
workers and the American public will un-
derstand where we’re coming from.""

SEE SPLINTER, PAGE 527
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America’s Most Trusted Profession
Asks You to Support
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ndependent retail pharmacists—health care profes-
sionals and small business entrepreneurs—are

America’s most accessible health care resources.
Repeatedly in recent Gallup Polls the public has
judged druggists/retail pharmacists to be the nation’s
most trusted professionals.

The National Association of Retail Druggists (NARD)
is the association representing the professional
and proprietary interests of the nation’s
independent retail pharmacists.
Consumers obtain 70 percent of the
nation’s retail prescription drugs
and related pharmacy services
from independent retail pharma-

Small business strongly supports H.R. 9, including the
Small Business Legislative Council (SBLC), the inde-
pendent, permanent coalition more than 100 trade and
professional associations representing the interest of
more than 4 million small businesses in manufactur-
ing, retailing distribution, professional and technical
services, construction, transportation and agriculture.
The insurance industry stands virtually alone for price

fixing and against increased competition.

Although the record fully supports repeal,
H. R. 9 is not on outright repeal of the
McCarran-Ferguson antitrust exemp-
tion. It is a compromise. It specifi-
cally immunizes from any antitrust

cists. The 40,000 independent
retailer pharmacies NARD rep-
resents, where over 75,000
pharmacists practice, are con-
cerned about the wide variety of
health and business issues. The
insurance industry's price fixing,

challenge activities that are unique
and essential to the insurance
industry. The state regulation of
insurance provisions of the Act
remain intact.

Industry is attempting to miscast H.




health and business issues. The
insurance industry's price fixing,

its access to unfairly priced drugs,
and the consequential denial of con-
sumer equal access to participate in inured
concerns. H.R. 9 will reestablish for these pro-
grams the hallmarks of our private prescription drug
marketplace: consumer choice and fair competition.

he Insurance Competitive Pricing Act, intro-
Tduced by Chairman Jack Brooks (D-Tx) and
Senators Howard Metzenbaum (D-Oh), Edward
Kennedy (D-Ma), Joseph Biden (D-De), and Paul Simon
(D-1), as H.R. 9 is the product of a long-term, thoughtful,
steady, patient effort to substitute pro-consumer and pro-

competitive market forces for price fixing, tying, monopo-
lization and market allocation.

E@QUALw

ACCESS

Industry is attempting to miscast H.
R. 9 as partisan. It is not—unless sup-
porting small business and consumer
interests in preventing price fixing and other
anti-competitive insurance activity is the exclusive
domain of Democrats. Industry opponents will ask you
to defend insurance price fixing and their coercive,
anti-competitive practices that deny your constituents
equal access to small businesses, including pharma-
cies.

The answer is never simple: these practices are
indefensible.

In the 102nd Congress, the House Judiciary Commit-
tee approved H.R. 9.

Stop Price Fixing by the Insurance Cartel

PHOTOCOPY
PRESERVATION

Support
“THE INSURANCE COMPETITIVE PRICING ACT”

John M. Rector, General Counsel

Department of Government Affairs ¢ Legislative Defense Fund
National Association of Retail Druggists « 205 Dangerfield Road
Alexandria, Virginia 22314

NARD ® and logos are proprietary marks of NARD.
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Meanwhile, business groups are fight-
ing their own civil war.

Big companies like the Chrysler Corp.,
which spends more on health than it does
on steel and foots the medical bills for an
army of retirees, are. greeting Clinton’s
plan with relief.

But that’s not the case with small busi-
ness. “‘The large employers have been
paying a lot for health insurance,’’ says
Greenberg, the GW professor. ‘‘Jack’s
Records or Harry’s Cleaners have perhaps

been paying none. Suddenly, the small

businesses have to pay, and theydon’t like
i.”’

In fact, the National Federation of In-
dependent Business—the leading associ-
ation of sinall businesses—was so angry at
Clinton’s proposal it refused to testify be-
fore the president’s health-care task force.
The NFIB also has assembled a 57-page
report for distribution to Congress esti-
mating how many jobs Clinton’s plan
would eliminate.

Playing Musical Coalitions

While some groups are splintering, oth-
ers are coalescing. Interests across the
spectrum eagerly announce the formation
of a coalition, only to jump to a new one
with each fresh turn in the debate-—often
leaving it unclear just how much the mem-
bers had in common to begin with.

The AFL-CIO’s journey illustrates this
coalition-mania. In 1991, AFL-CIO Pres-
ident Kirkland joined something called the
Alliance for Health Care Reform, created
by Sen. John Rockefeller [V (D-W.Va.).

At the same time, many AFL-CIO
unions joined the National Leadership
Coalition for Health Care Reform, co-
chaired by former Presidents Jimmy Car-
ter and Gerald Ford, which issued a
health-care proposal two years ago.

Then, last February, the AFL-CIO
jumped into the Coalition to Preserve
Health Benefits, a group of business or-

Sara Nichols of Public Citizen (left) and Ronald Pollack of Families USA have traditionally seen eye-to-eye
on the issue of health reform, but Clinton’s plan has divided the two consumer advocacy groups.
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1nen, 1dayt recoiualy, (Ic Nt Leaiv
jumped into the Coalition to Preserve
Health Benefits, a group of business or-
ganizations opposed to the taxation of
benefits. But many labor leaders were
uncomfortable with that coalition’s con-
servative leaning, and the AFL-CIO
dropped out in May.

Now all three of those coalitions have
been relegated to the sidelines by the
president’s plan. Soon Sept. 10, the AFL-
Cl10 joined yet another alliance—the
Health Care Reform Project, a broadly
pro-reform front including labor, busi-
ness, and seniors groups.

One message seems to be that today’s
friend is tomorrow's enemy.

**In the "90s, you can’t really frame the
debate in terms of adversaries and allies,"’
says Bermadette Budde, vice president of
the Business-Industry Political Action
Committee and a veteran of numerous po-

litical battles. **]1 see too many particles

out there. How you do frame it, 1'm not
quite sure yet."’

. Friend and Foe Together

The chaos is summed up by the tale of
the tobacco and alcohol industries. Both
belong to the Coalition Against Regressive
Taxation, and they jointly have fought
proposals for a new sales tax to finance
health reform.

But President Clinton split the fraternity
when he decided to tax cigarettes, but not
alcohol. Tobacco supporters turned on
their former allies, loudly complaining
that Clinton should spread the pain by
taxing alcohol as well. This, of course,
has infuriated liquor’s minions.

Ken Stinger, secretary of the Coalition
Against Regressive Taxation, insists the
spat has cooled off. It’s critical that rela-
tions remain smooth, he adds, if alcohol
and tobacco are to have any hope of killing
the sales tax.

“*The question is, ‘Will they stick to-
gether or not? Will they be more united?” '
says Stinger. **Hopefully, they’ll realize it
would be smarter to stick together and not
point fingers. This is the beginning of the
effort, not the end. And at the beginning,
you want to be united."’
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1 (800) 854-9043

Order today!

1-5 copies
6-10 copies  $8.95 each
11-20 copies $7.95 each

21+ copies

One day you hear that bioresearch will
stagnate under a national health-care
plan. The next day you hear a national
plan will give researchers the support
they’ve never had before.

It's no surprise that there are so
many conflicting stories and numbers
surrounding the health care issue. It
seems every source of information has
interests at stake and an agenda to
promote.

Until now. Health Care’s Hour
examines all facets of health-care
reform legislation
without making
judgments or taking
sides. Which means
you get the solid
foundation of facts
you need to under-
stand events as they
unfold, from a

$9.95 each

$5.95 each

company thats been
publishing nonpartisan reporting on
Congress for nearly fifty years.

With Health Care’s Hour,
you’ll be able to...

® Know the upcoming key players
and interests as you follow Presi-
dent Clinton’s health-care reform
bill through the legislative process

® Understand the roles of the com-
mittees and subcommittees that
will determine the fate of health-
care legislation

® Have the most consistent and
reliable statistics at your fingertips
throughout the months of debate

® Master the complex terminology
surrounding the health-care issue

With its probing articles, straight-
forward infographics and extensive
glossary, Health Care’s Hour will be
your most trusted reference, whether
you're following or forging health-care
legislation. Order your copies today!
Call 1(800) 854-9043 and take
advantage of these bulk order
discounts!

Congressional Quarterly Inc.
CQ 1414 22nd Street N.W.
Washington, D.C. 20037
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Health-Care
Providers

AMERICAN MEDICAL
ASSOCIATION

© BUDGET: $205 million total, $8 million for D.C.
office.

e MEMBERS: 300,000 physicians.

e KEY LOBBYISTS: James Todd, executive vice
president. Lee Stillwell, senior vice president of
government and political affairs. Richard Deem,
director of federal affairs.

® PAC: Spent $6,263,920 in the 1991-92 election
cycle and $747,250 in the first eight months of
1993.

o BOTTOM LINE: Wants patients to have the
nower to choose their own doctor.

LEGAL TIMES « WEEK OF OCTOBER 11, 1993

I NTERESTS

American health care.

**1993 Campaign Action Kit’’ offers the following
comments for doctors when addressing local business
and civic groups and, as encouraged, television and
radio talk shows.

**I am a doctor, and the more I hear politicians and
pundits talk about health system reform, the more |
realize the one voice they don’t hear anymore is the
voice of my patients,’’ the script reads. *‘. . . It has been
left to physicians to stand up as the only advocates with
enough clout to speak out for what is best for their
patients.”’

But the AMA’s pro-patient line has been undercut by a
rival group, the 80,000-member American College of
Physicians, which backs the Clinton plan. Naturally,
relations between the two groups are not friendly.

The AMA is a federation of medical-specialty groups
ranging from radiologists to eye doctors; the ACP, which
is a member group within the AMA, represents internists
and other doctors who treat internal organs. While the
ACP has generally been a loyal follower of its parent’s
lead, President Clinton’s health package has created a
rare public rift between the two. ACP leaders have not
been shy about publicizing their disappointment with the
AMA’s stance.

*‘I think the AMA is frankly somewhat duplicitous,””
says Robert Chlopak, who lobbies for a health reform

AND

AGENDAS

Handicapping Health Care’s Major Players

Months of pre-season jockeying are over. Position papers have been distributed; slogans have been
drafted. The TV ads are on the air. The Clinton health reform package has been unveiled. And the
greatest lobbying bonanza in memory has begun.
= In an effort to sort out who's doing what to whom, Legal Times presents a user’s guide to 25 major
. health-care players—their wish lists, lobby weapons, and field position in the titanic battle to overhaul

j: This guide was written by Naftali Bendavid, T.R. Goldman, and Sheila Kaplan, with assistance from
) Robert Schmidt. Political action committee data are included where applicable; figures were compiled
o by the Federal Election Commission, except where otherwise indicated.

Doctors can also claim victory over the
administration’s proposal to change the ‘‘collateral
source’’ rule. Under the Clinton plan, jury awards would
be offset by any amount the victim received from other
sources, such as workers’ compensation or health
insurance. That offsetting amount could reduce the
amount paid out by doctors. The change represents the
kind of practice guideline that doctors have long pushed
for.

But the AMA faces formidable opposition on the
malpractice provisions from the Association of Trial
Lawyers of America, which keeps watch over the
interests of plaintiffs attorneys, and from Congress
Watch and the Health Research Group, both affiliates
of consumer crusader Ralph Nader’s Public Citizen.

As it girds for battle, the AMA is not relying much on
outside help. Its political strength has traditionally
stemmed from its grass-roots lobbying strength and its
political action committee, which consistently ranks
among the most generous PAC:s in the country. The
group is advancing its cause via an extensive ad
campaign and the trench work of some 20 in-house
lobbyists. And the AMA’s executive vice president, Dr.
James Todd, has been a fixture on the press-conference
circuit.

—Sheila Kaplan
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© BOTTOM LINE: Wants patients to have the
power to choose their own doctor.

credibility problem.

Although its advocates maintain that the group
supports health-care reform, the doctors lobby has hit the
administration package hard in newspaper ads and in
missives to its members.

For instance, the AMA has sent leaflets to 630,000
doctors for display in their offices, with the heading: s
the Clinton proposal for health reform good for you and
your family? You need to think about
these 10 questions.*’ That’s followed by
questions designed to raise public
concemns about the plan, from “*Will |
still be able to see my own doctor?’’ to
**Will the quality of care my family

The American Medical Association has a

receives be maintained under a new system?’’ The AMA
literature meant for public consumption omits the
doctors’ foremost concem—reduced medical fees.

At the heart of the AMA’s advocacy is the claim that it
is speaking for patients, not just-for doctors. The group’s

James Todd

143910 IDMLVd

*‘I think the AMA is frankly somewhat duplicitous,”
says Robert Chlopak, who lobbies for a health reform
coalition that includes the ACP. Despite AMA members’
objections to the Clinton plan, *‘they don’t want it to
appear as if physicians have a real problem with this.

. . . I's important that they clarify where they are,"’
Chlopak says.

Some insiders believe that when the smoke clears
from the debate, the ACP’s profile and clout will have
risen—atthe AMA’s expense.

*“There’s one overarching issue that permeates
everything,”’ observes one health-care advocate, **and
that’s who is going to represent medicine in
Washington—the AMA or ACP?"’

The challenge to the AMA’s influence from within the
physicians’ community comes at an especially tough
time for the group. Once the undisputed dominant force
in medical politics, the AMA since the 1970s has seen a
decline in the percentage of doctors who sign up. And
unlike some groups in the current health-care fray, who
are free to focus on one or two discrete parts of the
package, the AMA’s members stand to be affected by
virtually every facet of the massive Clinton plan.

In addition to the issue of patients’ choice of
physicians, which the group fears will be limited by the
proposed regional health alliances, the AMA is lobbying
on several other fronts. The group is using its longtime
counsel, Chicago’s Sidley & Austin, in a bid to prevent
Clinton from including limits on physicians’ fees—an
idea the administration’s health team has batted around,
but did not include in the proposal. The law firm issued a
pre-emptive strike, reporting to the AMA that fee limits
could constitute an illegal taking under the Fifth
Amendment.

The AMA will continue to push for relief from
existing antitrust laws, which bar physicians from
combining to negotiate with larger entities. The Clinton
plan eases the antitrust restrictions on hospitals, but not
on doctors.

The AMA will also be lobbying Congress to keep two
benefits that it has already secured in the package:
deregulation of clinical laboratories and increased
protection for doctors charged with malpractice. The
malpractice protections include permission for those
found liable to pay compensation in installments, rather
than the lump-sum payments required under current law,
as well as a provision limiting plaintiffs lawyers’ fees to
one-third of the total damages in a case. Attorneys in
medical malpractice cases rarely charge more than that,
but in the ongoing tug of war between doctors and
lawyers, the provision is a clear win for the doctors’
camp.

circuit.
—Sheila Kaplan

AMERICAN COLLEGE OF
PHYSICIANS

® BUDGET: $41 million overall, $1 million in D.C.
office.

e MEMBERS: 80,000 physicians practicing internal
medicine and its subspecialties.

o KEY LOBBYISTS: John Ball, executive vice
president. Howard Shapiro, director of public
policy.

® BOTTOM LINE: Backs most of the Clinton plan;
has some concerns about medical malpractice
and the threat posed by regional health alliances
to doctors' autonomy.

universal health care. Next, it endorsed a national

health budget and backed most of the Clinton
reform plan, calling it *‘a moderate and uniquely
American approach to reform that will be the vehicle for
building consensus and moving legislation through
Congress. "’

More noteworthy than this enthusiastic endorsement
by a doctors group, however, is the ACP’s lobbying
strategy on the Clinton plan. The ACP has sent shock
waves through the medical community by picking a
public fight over the plan with the longtime kingpin of
health politics, the American Medical Association. The
division among doctors, who normally close ranks on
health-care policy, could be a harbinger for the Clinton
administration—a sign that the health-care package will
not die due to monolithic opposition from physicians.

The two doctors groups differ in several ways. While
the much larger AMA represents the range of medical
specialties, the ACP, whose members are technically
part of the AMA, represents doctors who practice
internal medicine and its subspecialties, such as
cardiology and gastroenterology. As a result, ACP
members are more likely to be providers of primary care
and much less likely than specialists, such as surgeons,
to see their fees cut under the Clinton plan.

As arule, the ACP’s members are younger than the
AMA’s. As for D.C. lobbyists, the ACP has about five

SEE GUIDE, PAGE 529

F irst, the American College of Physicians called for
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HEALTH-CARE

Insurers

HEALTH INSURANCE
ASSOCIATION OF AMERICA

e BUDGET: $20.6 million annually.

® MEMBERS: 250 insurance companies, boasting
189 million policyholders.

e KEY LOBBYIST: Willis Gradison Jr., president.
Former ranking Republican on House Ways and
Means Subcommittee on Health.

® PAC: Spent $301,400 in the 1991-92 election
cycle and $50,900 in the first half of 1993.

® BOTTOM LINE: Does not want purchasing
cooperatives to determine what health plans
consumers can buy. If that happens, the HIAA is
terrified that many of its members will be shut out
and, ultimately, forced to fold.

probably the most desperate of the health lobbies,

and its tactics reflect its panic. The citizens’
cooperatives envisioned under President Clinton’s plan
will buy policies only from insurance companies that
meet certain standards, and this could drive many
companies out of business.

Not only does the prospect of health reform have the
group on the run; it has depleted the HIAA's power.
Four mammoth insurance companies—which, unlike the
rest of the industry, will prosper under Clinton’s
reforms—abandoned the HIA A to form their own group.
(A fifth joined them without actually quitting the HIAA.)

And two dozen of the smallest companies, which have
the most to lose under reform, also have created their
own organization.

The HIAA is left to flail away in the middle. And the
White House, figuring the insurance industry is the one
entity despised more than government, has been happy
to engage in a public fight.

On Sept. 7, the HIAA distributed to the press a
statement headlined, **Bureaucrats choose, consumers

T he Health Insurance Association of America is
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INTERESTS AND

want reform as much as the American people and you
do.”

But what has upset the HIAA’s opponents most have
been its television commercials, on CNN and targeted
local stations, showing a middle-aged, middle-income
couple distraught that Clinton’s plan won't let them
choose their insurance.

The Democratic National Committee aired counter
ads stressing that the HIA A spots were funded by the
insurance industry. The consumer group Families USA
jumped in with commercials declaring the HIAA ad
misleading. And a broad coalition called the Health
Care Reform Project—with members ranging from the
AFL-CIO to the Chrysler Corp.-—blasted the ads in a
Sept. 15 statement.

The ads have been withdrawn. An HIAA
spokeswoman said they’ve “‘served their purpose.’’

HIAA spokesman Richard Coorsh says insurance
companies are being unfairly attacked. **This is a
well-orchestrated campaign to somehow come up with a
villain,”” Coorsh says. ‘‘Regrettably for us, we’ve been
cast in thatrole."”

The HIAA has signed up CMF&Z, a Des Moines-
based firm, which is getting $200,000 for public-
relations work; Mellman-Lazarus-Lake, a D.C.
Democratic polling outfit;and O’Brien Calio,aD.C.
political consulting firm, to plot legislative strategy.

But the HIAA’s big gun is Gradison, an 18-year
House veteran who joined the group in February,
bringing his connections and an extensive knowledge of
health-care policy. As ranking Republican on the House
Ways and Means Subcommittee on Health, Gradison, a
moderate, worked closely with subcommittee Chairman
Pete Stark (D-Calif.). Stark will have a central role in
shaping whatever health-care reform package emerges
from Congress.

The HIAA has apparently settled on the ever-popular
*‘choice’’ slogan as its chief sales message—in this case
denoting a consumer’s freedom to choose his or her own
insurance company. Consumer groups ridicule the
notion that anyone cares about that.

The HIAA is also spearheading a group called the
Coalition for Health Insurance Choices, which
includes insurance agents, small businesses, and others.

Despite its wounds, no one doubts the HIAA's power
to influence the health-care debate.

**They have tremendous clout because they have the
agents on their side,”’ says Robert Hunter, president of
the National Insurance Consumers Organization and
a longtime HIAA critic. **And the agents are politically
powerful because they are the small-business people in
every town.””

AGENDAS

Formed in March, Oldaker, Ryan & Leonard is
especially well-positioned to pushits client’s agenda.
William Oldaker is a major Democratic fund-raiser,
having cemented ties to congressional leaders as a top
aide to then House Speaker Jim Wright. Robert
Leonard was staff director of the House Ways and
Means Committee until earlier this year. And Thomas
Ryan was the top staffer at the House Energy and
Commerce Committee several years ago.

The alliance’s advertising has thus far been confined
to a single ad earlier this year, taken out in such
inside-the-Beltway publications as National Journal and
Roll Call, says CIGNA spokesman Randall Gerber.

‘‘We believe in immediate and fundamental reform of
America’s health care system,’" says the ad, apparently
intended to contrast with the HIAAs less-enthusiastic
endorsement of reform.

Inrecent weeks, the alliance has hired as media
director John Gibbons, who had been working as a
consultant to the Pharmaceutical Manufacturers
Association. Before that, Gibbons was deputy
spokesman to then Health and Human Services Secretary
Louis Sullivan.

The alliance’s lobbying has been quiet. **We have
chosen not to be as strident as the HIAA,"’ Gerber says.
*‘We find we're most effective in sharing our vision of
health care and managed care in one-on-one meetings
with decision-makers."’

The alliance mostly likes the Clinton plan; its main
goal is killing the cap on insurance premiums. The Big
Five also would love to weaken the consumer
cooperatives that will be bargaining with them over
prices and benefits.

Among the group’s likely champions is Rep. Barbara
Kennelly (D-Conn.). She’s from Hartford—where most
big U.S. insurance companies are based—and, as the
Democrats’ chief deputy whip in the House, is in charge
of lining up votes on key issues. —N.8.

BLUE CROSS AND BLUE
SHIELD ASSOCIATION

e BUDGET: $131 million annually.

© MEMBERS: 69 Blue Cross and Blue Shield plans,
boasting 68 million policyholders nationwide.

e KEY LOBBYIST: Mary Nell Lehnhard, senior vice
president.

® PAC: Spent $228,070 in the 1991-92 election
cycle and $72.610in the firct half ~é 1009




On Sept. 7, the HIAA distributed to the press a
statement headlined, **Bureaucrats choose, consumers

HIAA’s Willis Gradison

lose under Clinton health reforms.*’ The next day, the
White House shot back in its daily newsletter that
**HIAA appears to be saying they don't want health care
reform.”” HIAA President Willis Gradison Jr.
answercd with a letter saying, ‘‘The White House
Communications Office should know better than to say
what it said."’

Meanwhile, Goddard*Claussen/First Tuesday, a
media company based in Malibu, Calif., is running a
$1.5 million advertising campaign on the HIAA’s
behalf. It includes newspaper ads that shout **Surprise!"’
and insist that insurance companies strongly favor
reform. On the day of Clinton's Sept. 22 speech
unveiling his health-care package, the HIAA ran
full-page ads consisting of an open letter from Gradison
to Clinton, saying, **We in the health insurance industry

v s sasunar msurance LoOnsumers Organization and
a longtime HIAA critic. **And the agents are politically
powerful because the:y are the small-business people in
every town."’

—N.B.

ALLIANCE FOR MANAGED
COMPETITION

® BUDGET: Roughly $1 million.

® MEMBERS: The five largest insurance
companies, with a clientele of 60 million
policyholders.

e KEY LOBBYISTS: Executives of the top five
insurance companies.

e BOTTOM LINE: Wants no caps on insurance
premiums.

hen the CIGNA Corp. left the Health
wmsurance Association of America in 1991, it

was a bad omen for the group. CIGNA, with its
chain of 49 HMOs, had much to gain from changes in
the health-care systern stressing HMO-type care, and its
executives were impatient with what they perceived to be
the HIAA’s dillydallying on reform.

For the HIAA, decisions about reform have meant
reconciling the often competing interests of its members.
Many small firms in the group could fold if they're shut
out by the large purchasing cooperatives envisioned in
the Clinton plan. But large insurers—many of which,
like CIGNA, own lots of HMOs—are favored under the
reform and so support it.

Eventually, three other large insurers followed
CIGNA out of the HIAA. And early this year, these four
defectors and one other who has kept ties with the HIAA
went a step further.

CIGNA, the Prudential Insurance Co., the
Metropolitan Life Insurance Corp., The Travelers,
and the Aetna Life & Casualty Co.—the nation’s five
largest health insurance companies—formally created a
brand-new trade association, the Alliance for Managed
Competition, to throw their weight behind the Clinton
effort.

The alliance has no office suite. Instead, its lobbying
is coordinated by two 'Washington political consulting
firms, The Ridley Group and Oldaker, Ryan &
Leonard.

e KEY LOBBYIST: Mary Nell Lehnhard, senior vice

president.
Including regional PACs, Blue Cross spent
e BOTTOM LINE: Wants no caps on health
The nation’s 69 Blue Cross and Blue Shield
Unlike other insurance firms, they are non-profit, are
This gives them the aura of being
° ’ Yet Blue Cross operations have
and reducing their clout. New York’s Empire Blue Cross
The Blue Cross and Blue Shield plans, which are
heavily on managed-care networks like HMOs:; this
For more than a year, the Blue Cross and Blue Shield
coordinate its attack. O’Neill was a top staffer to
The Blue Cross programs are pushing much the same
alliances—groups of consumers who will buy health care
otherwise, they argue. But it’s also true that making the
plans—who will be selling the alliances health care and

e PAC: Spent $228,070 in the 1991-92 election
$307,450 in the 1991-92 cycle, according to the
premiums. Wants purchasing cooperatives to be

companies are odd creatures in the health-care
tied to specific regions of the country, and were
above the profiteering of the rest of the
been torn by mismanagement scandals over the past

and Blue Shield, forexample, is accused of filing

independent, together insure more than one-quarter of

positions them to take advantage of the Clinton reforms,

Association has depended on Joseph O’Neill, president

Treasury Secretary Lloyd Bentsen when Bentsen was in

things as other insurance companies. They want to kill

jointly—to be voluntary, not mandatory.

alliances voluntary would weaken them, to the

bargaining over the terms. —N.B.

PHOTOCOPY
PRESERVATION

cycle and $72,610 in the first half of 1993.

Center for Responsive Politics.

voluntary, not mandatory.

jungle.
originally created to insure those with lower incomes.
health-care industry.

decade, draining their resources, hurting their image,
misleading data with the state.
the U.S. population, at all income levels. And they rely
which also stress such networks.
of the lobbying firm Public Strategies Washington, to
the Senate.
the cap on insurance premiums, and they want the health

The alliances will become huge bureaucracies
advantage of those—like the Blue Cross and Blue Shield

SEE GUIDE, PAGE 537
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Fund-raising effort targets senior fears

& Cntics say the National
Committee overstates threats tc
Soqal Secunty and Medicare
beneftts to raise maney.

By DAVID DAML
Nirwn Swtt wiiter =

WASHINCTON — A direct-mail orga-
nization is raising $30-rillion a year by
seading scnior citizens alzrrmist letters ask-
ing for money to protect their Social Se-
curity ard Medicare beneftts from cats in
Washington.

Where does the senixs’ money go?

Some of it pays the mlaries of lobbyists
and stAff at.the orgamzation, called the
National Committee to Preserve Social Se-
aaity and Medicare.

Some of it goes mto the campaign ac-
counts of members of Ccagress.

And at least haif of it i5 spent to sead out
more fund-raising letters.

The Naticnal Canmittee, as it is known,
haz been criticized by tte Sodal Security
Adminis‘ration and other senor ddsens’
groups for sending letters thit overstate
threats to Sodal Securi'y and Medicare
besefits. -

“The whole notian of irying to frighten

people into giving contributions is abhoc-
rent,” said Gwendolyn King, commissioner
of Sodial Security. “I would strongly recom-
mend that they ignore solidtatioas that
show up in the mail.”

After recetving oomplaiats from cor-
suners, King's ageacy thismoath asked th2
National Committee to halt fund-aising
appeals cantaining “nsisuations” that led
seniors to ‘“‘eer that their benefits are
being reduced or going to stop.”

The group's letters are familiar tc many
senior atizens. They measare 11-bv-13%
inches — research shows large envelopes

Pilease soe SENIORS 3A

—
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Seniors .o~
ure less likely o be discarded — and they
carry big-print warnings. i
“WATCH OUT!,” one letter says in red
and blue ink. “Washmgtou is trying 8 new
fast shuffle with your Medicare Benefits!”
(The waruing refera to an attempt in April to

" curb Medicare and other entitlement spend-

ing by permitting increases only for inflation
and population growth. The effcrt failed.)
Inside the envelopes, a letter typically
describes the latest “assault” og besefits and
agks seniors for $10 in annual dues plus
“special donations™ tu finsnce the fight
against cutbacks, Separate but similar ap-

peals are sent two or thrae times s year to

raise money for its political action cammittee
(PAC), said Max Richtman, the group's exec-

. utive vice president.

to
ra
da
i
s
Tresy

“Our intent i3 not to scare them into
contributing, Qur intent is to irform therm
about what's happening in Congress and
what’s caming down tlie road,” he aaid.

Profile: National
Committee

The National Committee to Pre-
sarve Social Security and Medicare
raises moncy for two separate ac-
counts: a political action committee
and the group's opcrating budget.

The PAC collected nearly $2.6-
million in 198Y and 1990 and is raising
thousands more in preparation for the
1992 elections. Vurtmally all of the
money is spent to support candidates
of both parties ar donated to accounts
of the political parties themselves.

The yroup’s operating account col-
lected $30.68-million from membership
duco and other assessmenta collected
through ity fund-raising letters in the
year that endes March 31, 1991, ac-
cording to the Interual Revenue Ser-
vice.

it spent nearly $12-mijlion on
printing and publication costs, $3.9-
willion on postage and shipping, $1.3-
million on professioual fund-raising
fees and nearly $2.5-million on salaries
and other compensation, the IRS says.

The group is cxeinpt from federal
inconte taxes, Lut douatious to it are
not tax deductible. [t claims more than
5-niillion members.

— David Dehl

Once criticized for exaggerating its lob,” ¢

bying presence, tha group uow says it Ksts
about 20 registered lobbyists amoag its 70
staffers, fhe presidcnt is a former acting
Social ‘Security commissioner, 68-year-uid
Martha McSteen, who is paid $160,000 a
year. Richtraan, 45, formerly the top staff
member at the Senate Special Committee on
Agiog, puts his salary at about $110,000 a
year,

The comumittec also operates the largest
of two PACs focusing directly on senior
citizen issuca. More than 280 caadidates
have accepted money from the controvessial
group, including a few top members of Con-
gress, such as House Majorily Leader Rich.
ard Gephardt, as well as one-time critics,
such as Angona GOP Sca, Jokn McCain, and
dozess of rank and file members,

Nine embers of Florida’s House and

Senate delegation have received money frum

. the coatroversial group. “Do they have 2

serious agenda? Yes,” saud Sen. Bob Craham,
a NDemocrat who received $6,000. “They’re
aggressive, but I don't think they gn over the
line in Washington." -

(sraham, likc many of the lawmakers
receiving contributions from the group, sup-
ports one of the main planka in the National
Committee’s platform — a bifl that would
bonst in benefits for socalled “Notch Ba-
bies.” These retirees, bora after 1916, are
angry that law gives them lower benefits
than cther seniora bom earlier.,

The group’s letters rarely fail to bring up
the Notch issve, calling it “Notch justice.”
One mailing provided charts that show se-
niors how much they kave been ‘‘short-
changed.”

King opposes the legulation, saying the
senlor citizens in that age group are not
getting cheated at all but siinply collect less
than the scniors hefore them because of the
way Congress structured the benefits. King
cuggests that the National Committee has
worked to expand the “‘Nutch BRaby” age
group by five years in order to increasc its
potential contrilutoras,

“It seems like a good, fertile ground for
fund-raisiag,” the Social Security commis-
sioner said in an interview.

McSteen, the National Corunittee presi-
dent who signs the fund-raising letters, op-
posed Notch legislation while she was acting
commissioner of Sodial Security vinder Presi
dent Reagan, according to congressional tes
tunony.

Now, though, McSteen says the Socia
Security Trust Fund is in better shape t(
absorb the $45-billion cost of the: Noteh Baby
henefits. (While the trust fund does repor
surpluses now, its bulancc is expected to di:
as the baby hoom generation ages.)

The Notch surfaces in the National Com
mittee’s political strategy as well.

e — — — — — — — — — — s ——— ——, —— —
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Where the PAC
money goes

i Sivce the beginning of 1991, the Na-
tional Ccmmittee to Preserve Social Se-
cunity and Medjiare politicel action com-
mittee has cootritited $§526,55C to 283
members of . Here are the Flori-
da lawinakers and a simpling of key law-
makers from around the country who
have acceptad: money f-om the group’s
PAC since 1391:° - .

Floridiang ! : 3

Sen Bob Graham, D,,$6,00

Rep. Jim Bacchus, D, $2,500

Rep, Michael Bilirakis, R, $1,000

" House majority whip, $5,000.

. California Democratic Rep. Leoa Panetta,
' tee, $1,000

Rep. Huuiry Johneton, N, $1.000
Rep. Wiliam Lehman, D, $500

Rep. Pate Paterson, D, $700

Rep. Lleana Roe-Lebtioen, R, $1,000
Rep. Larry Smith, D, $1,500

Rep. C.W. Bil Young, R, $1,000

Congreasional leaders
M.i:hﬁu_xmzuc Rep. David Bonior,

Missouri Democratic Rep. Richard Gep-
hardt, House migjority leader, $6,000
Auizona GOP Sen._ John McCain, $5,000

chairman of the House Budget Commit~
California Democratic Rep. Pete Stark, |

chairman of House Ways and Means suh-
committae on health, $4,000

Besides its widespread political dona-
tions, thr National Corumittee has given a
dozen or so0 iavored members of Congrese its
“Friends of Senivrs” award. Rep. Michael
Bilirakis, a Palm Hwbor Republican who
supports the Notch legislation, received the
award (Lis year at a meeting the group
organized in North Pinellas.

But the group’s enemies also are -
ished, 23 North Florida Democratic Rep. p];‘f:-l
Hutto lcarned this week.

At 3 May 14 congressivnal hcarng on
deceptive mailings, Hutto criticized the Na-
tional Commillee’s fund-raising activity tied
to the Notch. The greup’s zesponse: to high-
light Hutto as a “foe” of the popular Notch
legislation in the "Senior Flash” telephoue
hottine National Commitiee members can
call for updates on what is bappcaing in
Washington,

“. .. 12-miilioyy scaiors affected by the
Notch tneguity won't be convinced that the
Notch exists merely hecause the National
Committee tells them that it does,” the
hathne's recorded message said. “They see
the results every month w their Sucial Secu-
rity checks,”

Hutto, though. says his conzcituenta are
upset by the letters they receive from the
group. “They are frightened. They are
scared to death,” Hutto said. He called the
“Senior Flash” telephone lLine “part of their
propaganda.”

(ne senior citizen, who was not identi-
fied, wrote Congress last ycar to complain
about the group. ““These people cause a lot of
pawn and worty and are getting rich off old
neople who cannot afford to keep sending
then: $10 every month. I wish you all could
stop them,” the person wrote,

Nor is the National Ccmmittee accepted
antirely by other senior ciizens groups. The
Leadership Council of Aging Organization,

——

whosc 33 members include the American:
Assodation of Retired Persons, will oot let’
the National Committee join, said Lar
Siredley, chairman of the Icadership counal: '
“It is not what I would call a legitimate
membership oryanization. It's mare of a big-
list of names established by the mail house,’”
Smedley said. v
Highly emotioaal appeals are oot unique
in modern direct-mail fund-raising, though
they usually don’t target seniors. Yel even ita’
critics say the National Committee has im+
proved its image significantly since its high-
profile fight to kill the 1989 law that extend- :
ed heaith coversge to peopie hit by the costs™
of catastrophic di:a& -
In the 1980, lawmakers often lambasted
the group for fund-raising letters that looked .
like they were coming from the government
and contained appeals even more cmotional _
tnan thnse sent out now. The group’s leader
at the time way Lhe latc James Ronsevelt, son”
of former President Franklin Roosevelt, and

" he &equently invoked his father’s aame.

The National Committee's attempts to
legirimira itself has brought its lobbyists to
the regotiating table over a blll that gives,
workers time off for family emergencies and -
efforts to increase Social Secnrity’s
operations budget. it quickly mobilized a
grass-ruuts lobbying campaign among mem-
bers in 1990 when budget negotiators an--
nounced they were going to cut $60-million
from Medicare. The cuts were later mini-
mized to about $44-hillion. '

One former critic is Sen. McCain, who
told a constituent carlier this year that he
npow has ""the highest regard” for the grou
and that “it has been a great joy'' to work -
with McSteen. McCain backs the conmymit-
tee's efforta to lift the Socual Security earn-
ings penalty that working senior citizens ages -
65-69 must pay. bl
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Health Care’s Free Riders

employers who give them no health benefits.

Those employers are getting a free ride,
much of it at the expense of other employers who
provide health insurance. The subsidy is direct
when the uninsured worker is the dependent of
someone who works for another company that
provides family health coverage. It’s an indirect
subsidy when the uninsured worker can’t pay
hospital bills and pushes up the rates for those
who can. Hillary Rodham Clinton declared the
other day that the free ride is about to come to an
end under the administration’s plan to guarantee
health coverage to everyone.

The administration’s solution is going to be a
requirement that all employers pay at least a part
of the cost of health insurance for all of their
employees. But that raises other concerns.

Two-thirds of all Americans currently have
health insurance through their jobs or the jobs of
someone in their families (although that propor-
tion has dropped significantly in recent years, as
an analysis last month by the Urban Institute
showed). The tradition of providing health insur-
ance through employers is now firmly established
in this country. That creates a dilemma.

Most of the jobs with no health protection are
at the lower end of the wage scale. The average
spending on health care per person is now around

SOME 30 MILLION Americans work for

$3,300 a year. For a person working full-time,
that comes out to something like $1.70 an hour,
even setting aside the question of benefits for
dependents. That’s a pretty substantial addition
to the minimum wage of $4.25 an hour and would
inevitably mean fewer jobs for unskilled workers.
The administration might want to think about
that before it pushes ahead with its proposal to
increase the minimum wage.

Western Europe has gone much farther than
the United States in loading the costs of social
benefits onto payrolls. They contribute to the
rigidity of European labor markets and to high
unemployment there, particularly for young peo-
ple. One possible way to ameliorate the effects
here might be to subsidize health insurance with
public funds at the low end of the wage ladder.
But that’s expensive, and subsidizing low-wage
employment raises other questions of fairness.

Reform of health care financing is essential.
The present system is in deepening trouble as
the costs rapidly increase and insurance coverage
shrinks. But health care has become the largest
American industry, and any real changes will
have, as the doctors say, important side effects.
The reform plans need to be judged not only by
their impact on health care but also by their
broader impacts on the way the whole economy
operates.




From US. law to ‘L. A. Law,’ the nation is rife with evidence | . ° =3

that for most women today, equal opportunity is more a fantasy

than a reality.

Women’s unfulfilled dream

73 years after
suffrage, equal pay,
opportunity lacking.

It's 73 years today since our
foremothers finally pried the
night to vote out of a reluctant
male Congress. Suffragist Car-
rie Chapman Catt noted that it
had taken, among other heroic
measures, 56 referenda to
male voters. 480 efforts to get
state legislatures to submit suf-
frage amendments and 19
successive congressional cam-
paigns for women to win ac-
cess to the ballot box.

But suf-
frage also
signaled a
triumph of
truth over
fiction:

The truth Rt 4
of women's s
power, en- .
durance,
skill and By Karen
centrality to Nussbaum,
America’'s director of the
public life Department of
over the ficc Labor's Wom-
ton of wom- en's Bureau.
en as infen-

or. passive, eternally home-
centered auxilianes to men’s
ambiuons.

As the august Congressman
Frank Clark of Florida assert-
ed to his fellows in the House in
May 1919, I am opposed to
woman suffrage because |
agree that the place for the
women 1s at home. That is
where they beiong. ... The real
mothers — [ do not mean all of
them, but the great majority of
them — do not want it. The
men of America have protect-
ed themn for a century and a
third, and they will do it yet
But when this comes, women
have got to take a stand on a
level with men."

Today, while the right to
vote has been permanently se-
cured, the struggle between
women's reality and men'’s fan-
tasies endures.

Take the case of Susan Rut-

{ n
Women still lag behind
MORE IN WORKFORCE. ..
Pementage of workforcs that is female:
1970 ] %
1990 ' %
EARNTNG LESS THAN MEN
Average weeldy salary, in 1681:
Clerical worksrs Menagerial positions
Women $348 Wormen $527
Men $489 Men $753
MORE IN POVERTY PART-THME WORK
Percentage of 3 Percartageof
women eaming less waoTeTmen in 1891:
poverty level for family of four.-
1979 20% Woman ,lﬂ‘
—
1890 24% Men 1%
Source 9105. National Association of Working Women USA TODAY

tan — untl recently an actor
with a leading role portraying
a secretary on LA Law:

When the producers gave
preference in raises to the cast
members playing lawyers, she
objected.

“Why, Susan, you're just a
secretary,” she was told — as
though the job classification
she played should determine
the compensation she received
as an actor!

Hollywood isn’t the only bas-
tion of fantasy about women'’s
lives. A member of my staff at
the Department of Labor's
Women's Bureau recently told
me she was starting research
on a publicaton about working
women and poverty.

“We weren't able todo much
work on this issue during the
last administrations,” my col-
league related.

“They didn't really llke the
word poverty.” She poumed
“Well, it's really the coocept
they didn't care for.”

Like the producers at LA
Law, recent administrations
seem to have lived in a world
of make-believe, oblivious to

women's real circumstances.
During their watch, more than
4 million families headed by
women struggled to survive be-
low the poverty line — an in-
crease of more than 25% from
1980 to 1990.

Poverty isn't the only wom-
en's real-world indicator that
shot up. Unemployment, tem-
porary and parttime work,
moonlighting, wage inequities,
stress-related illness, discrimi-
nation complaintsand the level
of despair all escalated.

Meanwhile, real wages,
benefits, good jobs and basic
faimess plummeted.

Fortunately, with a more
woman- and worker-friendly
adminisgation in place, we
have an unprecedented oppor-
tunity to confront the fantasies

that obstruct our day<o-day re-
alities.

In some w¢ heve oaly
to exercise under ex-
isting laws — e Cimon
administration has sent a clear
signal that enforcement will no

longer be a mirage.
» The Family and Medical
Leave Act went into effect this

PHOTOCOPY
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month, afirming the reality
that working people need time
to deal with family crises like
birth and illness without jeop-
ardizing their jobs.

» Our legally mandated
wage and hour andards will
be more than a legal fiction.
The Food Lion grocery chain
recently agreed to pay $13.2
million in back wages for vio-
lating overtime and minimum-
wage laws.

» Equal pay and promotion-
al opportunity, in a workplace
free of sexual harassment and
pregnancy discrimination, is fi-
nally a realistic goal — and vio-
lations like those alleged at the
National Institutes of Health
will be vigorously pursued and
recofied.

In other cases, the laws have
yet to be written. We look for-
ward to the day when we have
affordable, quality child care
and elder care. When women
receive equal pay for work of
comparable value, and the
minimum wage is high enough
to lift a family out of poverty.

But it won't be easy.

There are still plenty of fan-
tasies to overcome. Like the re-
silient myth that most women
would, or should, have to
choose between family and ca-
reer, or that mast women who
suffer sexual harassment are
“asking for it"

To hear those views ful-
somely expressed, you need
not look farther than the guys
at the corner bar, the jocks at
the local high school or the
workers at your neighborhood
constructon site.

Sometimes, when you read
about an incident like Tail-
hook, or view the Thomas/Hil}
hearings, or watch Jesse
Helms carry on about repro-
ductive rights, you can hear
echoes of sentiments i
the oridors T | e :
ers aad thelf virtiry 73 yesrs
ago, we kngw the tana<jes
can be made Wyield to reality.
We intend to see that they do.
That's the least we owe them
— and ourselves.

- THURSDAY. AUGUST 26. 1993 - USA TODAY
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Tsongas loses ruling on firm’s defense in

aide’s fraud trial

Work classified
as a contributien

By Joln W, Masbek
G),0BL 8TaX)

WASHINGTON - He failed in hig etfort to
hecome prresident last year, he incurred masgsive
debts in the process, his chief fund-raiser was
indicred on charges of defranding the campaign, and
now FPaul E.. Tsongas, the former Massachusetts
sehator, mast absorb a new blow.

The Federal Election Commizsion ruled 5 to 1
this week that any donations made by his law firm to
help defray legal expenses in connection with the
fraud case are considered contributions to his 1992
campaign, which means they can be given only in
Imited amounts.

“If you lose, you just don't lose, you lose kig
time.” 22id FEC Commissioner Danny Lee
McDonald. noting that winning cresidential
candidates nave little trouble raising funds to pay
carpaigm debts. but that logers are usually strapped
with heavy debts.

The so'vw dissenting commissionzr, Lee Ann
Ellintt, zaid the FEC was being “unduiy harsh” on
the Tsengas campaign, noting that its raain donors
nave aheady given the legal maximum in
contribations. “The committee may have to hoard
their vemaining money for their cwn defense kefore
the cemmission.” she said.

Tsonjras' formey chief fund-raiser, Nichelas A.
Rizzo Jr.. is awaiting tiial on multiple feaeral
charyes of mail fraud, bank fraud and maxing false
statemients to the FEC. Authorities allege that he
nilked the Tsorgas campaign cut of more than &1
miilion in loans and contiibutions, and swindled

PHOTOCQ#
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money from several New England businesses.

Rizzo, a close fiiend of Tscngras and a lengtime
Democratic fund-raiser, alieged)y persuaded
contributors to loan large amounts of money to the
campaign, skirted FEC disclosure regulations and
diverted the money for other uses, including paving
off gambiing debts, charges say.

The Tsongas campaign committee has been
cooperating with the federal nvestigation into Rizzo
by the Inteimal Revenue Service and the
Department cf Justice. Tsongas has never heen
implicated i the case.

Foley Hoag & Eliot. the law firm where Tsongas
practices, was hired to advise the committee dwing
the investigation, and tae fam requested the FEU's
1uling to clarify whether it could legally make
donations to azsist the commitiee i the case.

Gary Crossen, a partrer in the fom, was
vacationing on Cape Cod and said he had not resd
the raling. But be said tae campaign had heen
“coeperating with the investigation for more than
one year. This ruling is only going to make it difficult
for the committee to ger additional contributions.”

Crossen said the campaign still had faads, but
not encugh to meet its lakilitics.

FEC commissioner Joan Aikern. while voting with
the majority. said she might have voted differently
had the firm associated with Tsongas not been
involved.

It is extremely difficult to separate
respongibility to the Department. of Justice” and
campliance with election laws, she said.

VI VA Vo)
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What's Wrong With the Clinton Health Pla:

By MARTIN FELISTDN

Heekh care finance |s likely to be the
st substantial legislative battle of the
nton presidency. The plan being com-
ted by the White House staff would
se marginal lax rates by more than 12
centage points for most taxpayers and
.ke it more difficult to siow the growth
aealth care apending. Fortunately, such
adical increase In taxes is not needed
extend comprehensive Insurance to the
‘rantly uninsured and ¢o protect others
1inst the termination of thelr lnsurance
ough unemployment, early retirement
the loss of a spouse.

The propoeal that will soan de on Pree-
nt Clinton's desk loois something iike
s

The government wili design a standard
urance package, specilying a broad

Board of Contributors

1ge of covered services and the amount
out-of-pocket deductibles and co-insur-
ce that patients wlll pay. Medicaro will
itinue to provide the coverage for those
ir age 65.

Current health {nsurance premiwns
1 be replaced by a tax equal to 10% of
ally income up to 8 maximum of $5,000
o {family income of $50,000. Becausa of
¢ limited taxes pald by lower-income
nilies, a aubstantial shorttall would re-
4n to be financed. Although no deci-
ng have been made about how to fi-
nce this gap, the likely annual cost of at
st $50 billlon {s equivalent to a further
+tenth rise In all personal income tax
es.

*Payroll Premiom'*

The effect of all this would be to raise
irginal tax rates dramatically for famj-
s with incames under §60,000. With the
W taxes In place. a family with $40,000
tncome wotld facé a combined mar-
1el tax rate of more than 80%; the new
% health insurance tax. the current 15%
ployer/employee Social Security tax,
+ 28% federal income tax rate (raised to
least 31% to flnance the octed
1ith insurance shortfall), a ty'pfm state
'ome tax rate of 6%, plus state and local
08 taxes,
In an attempt to diyguise the true na-
‘e of the health insurance tax, the White
use plan would describe it as a **payroli
imium'’ to be paid by employers, with a
nplex adjustment process to deal with
yearner {amilles and with nonpayroll
ome. But a tax is a tax. For (amilies
-h Incomes under 330,000, the payroli
smium would require the family to pay
additional 10 cents out of every addi-
nal dollar of Incare.
The payroll um tax would not go
Wazhington but would b6 paid to state-
el Heaith Insurance asing Coop-
\tives (HIPCu) that, in turn, would con-
¢t with health care providers— health
untenance organizations. managed
e plans run by insurance companies,
spital-based care systems, etc.~to offer
1 package of benefits deglgned by the
vernment. In princlple. ali plans would
open to everyane without regard to pro-
{ating conditions.
In my judgment, this radical reform
«n s bad in four significant ways,
[t raises marginal tax rates on the 0%
timlles with incomes below 850,000 by at
st 18 percentage points: & 10% health in-
-ance tax and higher income taxes to (I-
nce the 350 bllllon shortfall, Families
:h incomea over 350,000 would pay the
000 health tax plus additional income

es.
ot doss not strengthen incentives to

ifmit costs and fo produce kealth care g/fi-
ciently. Since patients would pay little or
nothing out-of-pocket gt the time of care,
they and their doctora would have no in-
centive to seek lower-cost sources of care.
Major empioyers that now use preferred
provider plans to negotiate lower costs
from hospitale and physicians would no
longer have any incentlve to do $0 if their
costs are set by the 10% il tax. The
future diaclpiine on health care spending
would have to be increased government
regulations, with an inevitable decline i
the quality of care and pervonal service.
o Jt prowides mo mechanism for patients
and thelr doctors o ezpress Lheir true pref-
erences about spending on Reaith care. Per-
sone! heaith care now exceeds one-fifth of
all consumer spending, with an even
larger fraction for lower income families,
Many households might prefer to spend
more on housing, food and other things
and less on health care. But with compre-
hensive Insurance designed by Washing-

of influencing bow they allocate thetr in-

comes between health care and other

thingz. .

o it would sudstantially (nerease future
dudpet deficits. The government revenue
calculations assurne that the health {nsur
ance taxeg would not alter taxpayer be-
havior. But ralsing the maryinal tax rate
to 62% from «#% on middle-Income taxpay-
erg—-a 25% reduction In the net-of-tax
share kept by taxpayers from each addi-
tional dollar of taxable income~would re-
duce work effort and cause shifts from
taxable compensation (o nontaxable
fringe benefits. If this 26% reduction
caused a fall of even 5% in the taxable in-
comes of affected taxpayers, the govern:
ment would loge more than $§0 blilion a
year in income and payroll taxes.

The guvernment's {atlure to take this
Into account means that future deficits
would be “surprisingly" large by an squal
amount. But recognizing it explicitly
would reduce political support for the
health plan by requiring even higher tax

3= CCITT G3:8 7

rates, Future budget deficits would also
be eniarged by cost overruns when the
massive cost savings that White House of-
ficials attribute to ‘"'managed care' do not
materialize.

My own preferred a%pmch to heaith
care reform, described briefly In the box
accompanying this article, would be ve
difterent, But | also want to auggest an al-
ternative plan that 13 much closer to the
style and spirit of the current White
House plan and therefore more Iikely to
appeal to President Clinton and his advis-
ers., This alternative, dubbed the A-plan
(for Alternative), avoids the four ssrious
de!eciu of the current White House pro-
posel.
The A-plan provides health Insurance
for the entire population in a way that iim-
its the maximum health care costa to the
same fraction of each family’s income as
the White House plan. Yet it avoids the
large increases in marginal tax rates and
the enlarged budget deficit. It also heips
to control costs and to make health care

g

FHsive
1

mvum to the preferences of patients
thelr physicians, If President Clinton
likes the current White House plan, he
should Like the A-plan even more,

Under the A-plan, the government .
would specify the same range of covered
sarvices as under the White House plan.
Bmployers and employees would pay 10%
of incorme (up to & $5,000 maximum) to a
HIPC, just as under the White House plan.
The government would make up the cost
shortfall from genergl revenue.

Up to that point, the A-plan is essen-

- tially identical to the current White House

Teposal. But there the similarity ends.
o critical difference (s that under the A.
lan the family would receive a Low
aira Refund at the end of the year equal
to the difference between thelr medical
bllis and the amount that they and thelr
emglwer paid to the HIPC. Thus a family
with $40,000 of Income and $1.200 of med:
{cal bills would receive a Low Clalm Re-
fund of $2.800.
The Low Claim Refund has two distinct
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NOT THIS8 TIME ! SPOTLIGHT
Standing firmly behind !

Surgeon Geheral-designate y 8MOKE-ENDERS?

Joycelyn Elders, the WH is

preparing a strategy to deflect It's "gross," "nasty,“

conservative attacks. (see "dirty," and “should be

atory #1) | banned." 1It's about cig-

| arette smoking: 85% of A2
THE NUMBERS GANB teens questioned offered

anti-smoking comments (#13).
A more scientific OH survey
found support for smoking
in public has dropped by
25+% since '86. (#12)

An OTA report finds estimates
on how much reform will
cost/save vary a great deal -~
from billions in spending to
billions in savings. (#2)

IS IT ENOUGH?: While
anti-smoking efforts are
changing public attitudes
and behavior and state
legislation is increasing
the cost of smoking,

S8BEKING SUPPORT

Single-payer supporters issue
a report criticizing HMO cost-
savings and quality of care. A
separate study finds HMOs may
undermine the family doc/

B T P ——

specialist relationship. (#3) a new CDC study has found
i blacks have more trouble
WHAT'S A STATE TO DO? quitting than whites or
CT Health Care Access Latinos. While the reasons
Commissien report says the are unclear, the CDC and
state should set up a health ! Nat'l Medical Assn. are
care authority to oversee launching a $200K anti-
expected changes coming from smoking campaign (#11).
federal reform. (#6)
!  RACE OR POLITICS?: 1In IL
TUNE IN OR CALL IN ! black lawmakers are joining
| C-SPAN airs a live viewer tobacco lobbyists to oppose
call-in at 6:30 p.m. featuring a $.14 cig tax hike. see

HHAS' Judith Feder and ASIM's #7 to find out why.

Dr. Alan Nelson.

=== QUOTE OF THE DAY =—====s=——m=—=
*We're going to the mat on this one.”™
-— HHS spokesperson Avis LaVelle on the WH/HHS efforts to
support Joycelyn Elders' nomination as surgeon general. (#1)

An APN Daily News Briefing
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Should be banned
Bad for you
Leading cause heart/lung disease
Gross, nasty, dirty
Not for me
Makes people smell bad
Dying/death
Harmful to health

Bad breath/rotten teeth

I enjoy smoking

Relieves tension

%13

cents/20~pack of cigarettes (Tobacco Institute release,

VA
TN
MT
Ks
AK
Ca
X
HI

AR
CT

DC
H1

MO
NE
NM
NY
ND
WA

2.
13
19
24
29
35
41
60

CIGARETTE TAXRES:
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28%
22
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HOW HIGH CAN THEY GO TO FINANCE REFORM?

Following is a list of state cigarette taxes calculated as

5 KY
IN
LA
DE
IL
IA
ND
DC

.26

3

15
20
24
30
36
44
65

NC 5
AL
vT
OH
PA
MD
CcT

.5
20
24
31
36
47

16.

SC 7

5 Wv 17
COo 20
MTI 25
AR 31.5
RI 37
MN 48

WY
MS
NM
NH
FL
ME
MA

12
18
21
25
33.9
37
51

GA
A2
SD
UT
NE
WI
WA

12
18
23
26.5
34
38
54

7/8).

MO
ID
OK
OR
NV
NJ
NY

13
18
23
28
35
40
56

increased from 22 cents to 34.5 cents 2/1/93; cut to 31.5

cents effective 7/1/93
increased from $.45 effective 7/1/93; will increase to $.50

7/1/94

increased from $.50 effective 7/1/93

40% of wholesale price was replaced with $.60 7/1/93; if

Congress passes local purchasing requirement for military,
will increase to $.70.
increased

increased
increased
increased
increased
increased

from $.13
from $.27
from $.15
from $.39
from $.29

from $.34

effective
effective
effective
effective
effective
effective

11

10/1/93

7/1/93
7/1/93
6/1/93
7/1/93
7/1/93; will increase to 56.5
cents 7/94; will increase to $.74 7/95 and $.75 cents 7/1/96



Clinton Health-Plan Interim Controls
On Insurers Dr(}w Fire From Industry

Bv GREG STEINMETZ

starf Reoorter nt THFE WaLL STRFFT JNURNAL

Interim controls on the insurance in-
dustrv under the Clinton adm:nistration
health pian could hasten the exodus of
small :nsurers from the health-insurance
business but big nsurers would feel little
impact. according to industry officials.

Nevertheless. the officials charge the
rules cast the entire industry as the

Small-Business Uncertainty

| Cnanswered 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. Eaterprise, 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 1solating specific individuals and
groups for hefty rate increases. The draft
of the Clinton plan also calls for the
creation of a pool. subsidized by the
insurance industry, to cover people whom
insurance companies turn down.

The prospect of interim controls isn't
new. Clinton administration officials dis-
closed last spring that such a step was
likely because they feared some insurers
would try to dump people from their rolis
before a new health system was up and
running. Indeed. the shott-term insurance
industry regulations are discussed in a
219-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-reform meas-
ures the industry finds objectionable, they
say. o, by
"I think it's peculiar that they bring
this out as an issue.” said Chip Kahn,
executive vice president of the Health
Insurance Association of America. *'I think
there's an organized campaign to make it
look like insurers are against reform."

Rules Against Abuses

By prohibiting insurers from selec-
tively jacking up rates and dropping sick
people, the proposed rules make it seem as
if such practices are widespread. Mr Kahn
said. But, he said. most states have al-
ready passed rules against those abuses.
Besides. most peopie are covered by self-
insured plans and government plans. such

as Medicare. where such abuses have
never been a problem. industry otficials
argue.

Nevertheless. some small insurers do
rely on their ability to raise rates and drop
customers. By torcing insurers to keep
every customer without being able t0
charge that customer more for coverage.
the administration 1s saying {0 tnsurers
*stay 1n 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
intenim 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.
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THE PATIENT'S ADVOCATE

The Clinton Health Plan and You

Q. /'m a middle<lass Washingtonan, @ mental
health professwonal uith an income of about
350,000. And I'm concerned [ u1ll be tied 1nto
whatever plan the Dutnct has. rather than
Maniand, where | work. ['m toid that | would be
better off living 1n Mandand or Virginma, given
their systems and demography. If I stay in the
Drstnct, wowld [ be tred 1nto a lesser plan catenng
to the needs of peaple who make a lot less?

A. You will be requred to join an alliance based
on where you live. However, each alllance will
offer a vanety of plans that will likely vary in
terms of the premiums charged. The basic
benefits package for all plans would be
standardized and quite generous by existing
standards. However. some plans may choose to
offer amenities that cater to higher-income
famuies and hence carry a higher pnce tag.
Plans wall also be allowed to offer supplemental
policies if they wish. Since all plans must offer
the same basic senvices. If the alhance does a
goad job in controlling the quality of the plans,
the more expensive plans would not necessarily
be better.

Q. /bdong to the federal employees’ health plan. [
understand we unll be incorporatad into the new
hedith plan. How unll that Aappen and when?

A. The Clinton proposal would terminate the
Federal Employees Health Benefits Program as
of Dec. 31, 1997. After that, you and other
federal employees would be treated in the same
way as other workers. This would mean that all
requirements in the proposal regarding
enrollment, famuly premium payments and
employer premium payments would be applied
to federal workers.

Q. If I take my chuld to the home of a daycare
prondey for about 40 hours a week while [ work,
do [ have to pay part of the day<are pronder’s
health care premium?

A. In this example, your day-care provider
would likely be consudered self-employed
(assuming that he or she cares for several
chuidren at once). In that case, you would not be
required to make a payment for the provider.
Self-employed persons are required to pay into
the system on their own behalf.

Q. /'m a Chnistian Scientist, and [ want to
know what effect the health care plan would have

on people lrtke me who rely on God for healtng usn.d
don't use medical help. Are we going to be
assessed the same as everybody else even thouyh
we don't use it?

A. The proposal does not contain exemptions
for Chnstian Scientists. Consequently. you
would be requred to enroll in a plan and make
requred contnbutions.

Q. I'm selfemployed and I'm still confused 15 >
whether [ would be required to pay a percen'.je '
my income or a flat rate for insurance. Can ,cu
tell me?

A. The proposal is confusing in terms of
required contributions. Contnbytions from the
self-employed for both the family share and the
employer share of the insurance premuum are
based on flat dollar amounts. But special
protections are also offered for some peopie. and
these are expressed as percentages of income.
For example, as a self-employed person you
would be considered a small business. You wowd
be eligible for special protections if your income
is below $24.000 per year. Even if your income
1s higher, however, you would never have to psy
more than 7.9 percent of your intbme from you
business toward the cost of the employer share
you would owe. Sumularty, the family share
capped at no more than 3.9 percent of your
farmuly's total incorne. Thus, your Liabedity would
depend upon your income and you might pay
either a flat doilar premrum or 2 percentage of
your income depending upao your own
arcumstances.

In the Nov. 30 column, it was incorrectly re~
ported that the Federal Trade Commmaxms
would not have a role m regulating msurers. The
earlier column outtined the role of states m over
seeng plans. In addition, the FTC woudd amo
have some anpartant duties. The McCarran-Fer
guson Act would be amended 30 that the curremt
exempuoo from the astitnmt laws enjpoyed by
usurers would be repealed. This would elirunate
the ability of health plans to colectively deter-
mine rates charged or to collude in other wayw
The FTC would be in charge of enforang the
anuitrust provisions !0 encourage price compm
ution amoag plana. On the other hand, the pro-
posal also includes provimoas for estabhshng
gudelines to allow mergers and joint ventures by
hospitals and physicians, for example. ®

o you have a question about President Clinton’s health proposal? The
Washington Post has opened a special line in its free telephone information
service to take questions from readers about how the plan could affect
them. If you have a question, call POSTHASTE at 202-334-8000 on a ‘
touch-tone phooe and enter category code 8500 (in Prince William County,
703-690-4110). Health economist Marilyn Moon of the Urban Institute, with
financial support from the Kaiser Family Foundation, provides answers in this
column hased on information from the White House and other sources. While she
cannat answer all questions or give personal advice, she will answer a broad

selection of inquiries.
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The Clinton Health Plan and You

Q. I'm interested in knowing if | must provide
health insurance for the woman who cleans my
house once a week.

A. If the woman who cleans your house works
for you for fewer than 10 bours each week, you
would not be required to make a contribution on
her behalf. If she does work for at least that
many hours, you would make a partial
contribution, but it would likely be quite small.

Q. Under the Qinton pan, if you lose your job, 1
understand that you are not supposed to lose your
insurance. But how is it different from the
curvent setup under COBRA where you can carry
your insurance but pay botk the employee and
employer premiums? Who will pay the premiums
Sor people between jobs, or wnll they be low enough
50 that the unemployad person can afford them?

A. The major difference between the Clinton
propusal and the COBRA protections is that the
Clinton propasal would offer special subsxdies for
people with low incomes who are not worlang.
They would be required to make a contribution, but
the amount would be limited by their abdity to pay.
[n addiuon, there is no time kmit on the avaiability
of this coverage. COBRA is kmited to 18 months of
coverage after leaving a yob.

Q. 7 am a retired teacher. I am notw an Medicare
and also recnive supplemental insurance; | pay
part of i, as | do for Medicare, but my former
employey pays the rest. | am very satssfied with
my haalth plan. It covers maost things that I need,
and ['ve worked very hard to get it. Will | be adle
lo continue with this plan, or do | kave to swilch
to something else?

A. If you are satisfied with the Medicare coverage
that you now have, you would be able to keep it.
athough there-wilt-be sorne new cost sharing
required for laboratory servioes and home health
care. The Cinton propamal also wowld expand
coverage under Medicare to include gresarpion
drugz and require that people on Medicare pay a
new pxerman equal 20 ane fourth of the costs of
that coverage. If your spphreenta) policy mchudes
drug coverage, the costs of that applementa)
pobcy would Ekely fall in response to tiis new
Coverage.

Q. / have heard that there cowld passibly be age
limits for certain expensive procedures in this
new health pragram. For example, people over 55
may not be covered for kidney dialysss,
transplants, elc. Is this true?

A. The Clinton proposal has no age limits for
expensive procedures. For people of all ages,
coverage would include all medically appropriate
or necessary services, either through the new
health plans or Medicare, depending on which
program you will be in.

Q.  was born with what is called a clubfoot; it
has taken longerm care, braces and surgeries
for the last 40.someadd years. How is Prendent
Clinton’s plan going to care for people wibh
congential birth defects such as myseilf? ['ve been
fortunate that private insurance prowdery have
taken care of me, but what about people who
Sollow me? With health-care cost limits, instead of
haring corrective surgery wowld they be limited to
wearing braces becaxse it would be “cost
effective”™?

A. The mtent of the health care cost lmits is to
make insurance plans and. m turn, hospitala,
doctors and other providers of care mare efbicent.
The expectatiog is that this will bmt unexrssary
procedures but oot coes that are medicaBy
appropnate. This does bkely mean that same
services will be more resfricted in the fufure, but
rmective surgery that could substantially angrove
the outcomne for the type of problem you deacribe
would kkely not fail mto that category. There is one
only those services used-torestare fimctnal
Gpacity or mnimize imtatioas that resalt-from an
iiness ar agury.

Q. /30¢ a homeopath Would the health propasst

cover that?

A. Cenifiatian of health prok:ssicnals soch 2s
homeopatho-is-ieft to the states. The plaa indicates
that # a state allows practitimers of albeynative—
medicine to offer professional hegith services that
would atherwise be provided by phywiciam, the
seTvices woddd be aovered. Carrertly, @t vary
cmsiderably in terms of their policies i this
regard. The intent of the Clinton propoml is to
encosrage move fexiity—tot-coaderable
vanation across states 15 st hkefy.

!
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THE PATIENT'S ADVOCAIE

The Clinton Proposal and You

Q. !amon workers' compensation as a federal
government employee. How would the Clinton
proposal affect me? Will the plan also affect
employers’ costs for workers’ compensation?

A. President Clinton's proposed health care
plan indicates that services covered by workers’
compensation would be provided by your own
insurance plan. This would assure that you
would receive care from your regular physician
and it would be well coordinated with other
services. If special services were needed (such
as those provided by occupational therapists),
the plan might contract with outside providers.
Any costs that you normally would be paying to
see doctors in your plan would likely be waived
for these services.

Q. A lot of emphasis in the health care proposal
is put on HMOs and preferved provider networks
(PPOs), which contract with doctors to provide
care to patients. What happens in an emergency,
when you 're taken to a nonparticipating haspital
or doctor? What happens if you're out of your
area or even out of the country?

A. The health care proposal indicates that
emergency services or urgent care would be
covered when people are out of their alliance
area.

Q. How would the plan tmalpramstmg
conditions?

A. No insurance plan would be allowed to use
preexisting health conditions to exclude
coverage of individuals for any services. Thus,
this restriction would no longer be an issue for
anyone.

Q. If you need a major organ demation, would
1t be covered?

A. The Clinton proposal has been very careful
to indicate that acute care services that are
deemed medically nevessary and appropriate
will be covered. Unless an organ transplant is
considered “investigational” (that is, its value as
a medical treatment is still not confirmed), the
transplant would be part of the benefit package.
And even if it were “investigational,” people
participating in clinical trials would be covered
and plans could at their own discretion offer
such coverage.

Q. Will illegal aliens be able to get coverage in
the health plan?

A. The proposal states that only people
residing in the United States “under color of
law” would be eligible to participate in the
health plan. Thus, undocumented aliens would
not be entitled to an insurance card that allows
them to get services. However, the proposal
recognizes that since illegal aliens are likely to
need health care, it will be necessary to provide
resources to clinics and hospitals to specifically
serve this population.

Q. What will be the role of the Federal Trade
Commission in regulating insurers? Will
anyone be watching over them? And what will
happen to brokers who sell insurance now?

A. The FTC would not have a role. Health
plans that operate under the proposed system
would have to be certified by the states. The
states would establish and publish qualifications
for becoming a certified plan. These would
include quality, financial stability and the
capacity to deliver services. States then would
monitor the plans to determine whether they
continue to meet the criteria that have been
established. States are also required to ensure.
that there are a sufbcient qumber of plans  *
operating in each area to offer individuais

choices among plans, particularty in traditionally -

underserved areas. The National Health Board
would evaluate whether states have met the
responsibilities outlined for overseeing the
plans.

In addition, the regional alliances that
negotiate with the plans and make them
available to consumers would monitor the
performance of the plans and publish
information concerning quality and other
relevant information for helping people cboose
among the plans. A review board for complaints
is also established under the Department of
Labor.

The health plan would largely eliminate the
role of insurance brokers. Some brokers may
continue to offer their services to corporate
alliances, which will be formed by large
companies to serve their own employees. [

0 you have a question about President Clinton’s health proposal? The

Washington Post has opened a special line in its free telephone information

service to take questions from readers about bow the plan could affeet

them. If you have a question, call POSTHASTE at 202-334-9000 on a
touch-tone phode and eater category code 8600 (in Prince William County,
703600-4110). Health economist Marilyn Mooa of the Urban Institute, with

from the-Eaiser Family Foundation, provides answers in this

colemn based oa information from the White Hoase and other soarces While she
camsot answer all questions or give personal advice, she will answer a broad

selectian of inquiries.
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, army has managed to win back someof ti.. .
; Ty stolen over the course of the war. It should not be
' hobbled in this effort.

President Clinton has responded well to a situa-
- tion fraught with diplomatic duplicity. He has re-
‘sisted both French pressure to get U.S. troops
‘ involved on the ground and British appeals to prod
y the Bosnian Muslims to accept an unjust partition of

WOu.
Italy or v..

main White House push s.iu. w uft «ne sens
less arms embargo; it should also support trade
sanctions against Croatia unless its troops are
withdrawn from Bosnia in double-quick time.

Editorial Notebook

Fear-Mongering on Health Reform

Thousands of Americans pronounce
judgment on President Clinton’s
health care plan; probably fewer than
a dozen have read its 1,364 turgid
pages. Perhaps that is why a five-page ’

_.attack by Elizabeth McCaughey in The New Republic
" magazine has soared to prominence. Conservatives, rang-
ing from Senator Bob Dole to the columnist George Will,
have embraced her broadside as gospel. The rule seems
to be if you know you don’t like the plan but do not bother
to master its details, let Ms. McCaughey do your thinking.

But Ms. McCaughey's analysis is careless, misleading
and wrong. Her litany of criticisms-by-page number gives
the article an aura of scholarship. But true scholars are
precise; Ms. McCaughey is not. The White House labels
Ms. McCaughey'’s assertions as lies. That implies that her
distortions are deliberate, which may be unfair. In any
case, the issue is not her character but her fear-monger-
ing falsehoods that threaten to warp the debate.

Start with the title, ‘‘No Exit."" Ms. McCaughey argues
that Mr. Clinton would stop you from buying medical
services you want to buy. You are, she says, entitled only
to benefits the Government deems necessary and appro-
priate: ‘“Escaping the system and paying out-of-pocket to
see a specialist ... will be almost impossible.” Wiggle
word (“‘almost’’) aside, the declaration is false. The bill
unequivocally protects your right to buy out-of-pocket any

“treatment from any doctor at any price.
Under the bill, government would set the benefits
included in the basic package that every American would
_be required to buy. And government would set the prices
- that doctors charge patients who use insurance to pay for
. these basic benefits. But government would not stop you
from buying supplemental policies that offer additional
“benefits — beyond those deemed necessary and appropri-

ate. Nor would government set the price you pay for

supplemental benefits or for any service you decide to pay
for cut of your own pocket/{(outside your own insurance
policy). Yes, Ms. McCaughey, there are exits.

The Clinton Plan
Misrepresented

Ms. McCaughey points with alarm
to a provision that empowers states to
make ‘‘mandatory, nondiscretionary
reduction in payments'' to doctors and
hospitals if health care costs exceed
preset budgets. But what she forgets to tell readers is that
the citation comes from a section of the bill describing the
states — which the Administration expects to be few, if
any — that reject Mr. Clinton’s managed-competition
approach and adopt instead a Canadian-style single-payer
system.

She scares readers more by citing a provision that
seems o require government rationing: Officials would
“sel yearly limits on payments to fee-for-service doctors
in each field of medicine, like cardiology or pulmonology."’
But Ms. McCaughey forgets to say that this citation comes
from a section describing a regulatory option that states
could, but are not expected to, adopt.

Ms. McCaughey raises fears another notch when she
cites ‘‘mandatory’’ practice guidelines that would ‘‘com-
pel doctors to uniformly practice low-budget medicine."
What she doesn’t say is that treatment guidelines would
not be compulsory. They would merely be recommended
procedures that, if followed, could serve as a backstop
against malpractice suits. Health plans would still decide
how (o treat patients. Mandatory is her word, not Mr.
Clinton’s.

Her misrepresentations have spread quickly. George
Will repeats several, and then adds a juicy one of his own.
The plan must ration care, he reasons, or why else would
it need to propose 15-year jail terms for bribery? One
reason is to punish patients who bribe doctors to help
defraud insurance companies; another is to punish plans
that bribe officials running state regulatory agencies.

Even many of those who favor managed competition —
the basis of Mr. Clinton’s bill — want the President’s plan
drastically amended. But that’s no excuse for scaring the
public éilly with tendentious accusations. ?_

- MICHAEL M. WEINSTEIN

From the Desk of
MELANNE VERVEER
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By JASON DePARLE
Special (0 The New York Times

WASHINGTON, Jan. 26 — The Dem-
ocrat who will preside over the Clinton
Administration’s welfare plan in the
House of Representatives today de-
nounced one of its central provisions: a
work program that is set at the mini-
mum wage.

The Congressman, Harold E. Ford of
Tennessee, said that he supported rules
requiring welfare recipients to work
but that the jobs should pay at least $9
an hour.

‘‘We can’t expect welfare recipients
to flip hamburgers at $5 an hour," said
Mr. Ford, who heads the House Ways
and Means subcommittee responsible
for welfare policy. ‘‘That won’t come
out of this committee."

In a two-hour meeting with report-
ers, Mr. Ford sketched a vision of
welfare overhaul vastly more expen-
sive than the Administration’s.

He spoke of creating nearly one mil-
lion $9-an-hour jobs in the public and
private sector and offering them not
only to people on welfare but also to
others in need.

Mr. Ford also took issue with the
Administration’s plan to finance a wel-
fare proposal without increasirig the

Crucial Lawmaker Criticizes Clinton Welfare Plan

‘regeral geficit, by cutting otner pro-
grams for low-income people. *'I'm not
sure that can be done,’”’ he said.

Mr. Ford gave no cost estimates for
his own proposal and conceded that he
had not thought through many of its
details. Guaranteeing welfare recipi-
ents jobs that pay $9 an hour, for
instance, would give lower-paid work-
ers a large incentive to quit and go on
welfare.

Rough estimates indicate that a pro-
gram of the magnitude Mr. Ford de-
scribed could easily spend $30 billion a
year.

Administration officials, who havel

said their program, when fully imple-
mented, would cost about $6 billion a
year, chose their words carefully when
asked about Mr. Ford’s comments.
**We have to keep in mind our budget
constraints,"” said Bruce Reed, a White
House domestic policy aide who is co-
chairman of a task force drafting the
Administration’s plan.

While Mr. Ford expressed confi-
dence that the differences could be
bridged. his remarks underscored the
fractious Congressional fight, within
the Democratic Party alone, that is

likely to greet Mr. Ciinton's plan.

Last October, 77 centrist House
Democrats sent Mr. Clinton a letter
urging him to impose a two-year limit
on welfare benefits, after which wel-
fare recipients would have to join a
work program. But a month later, a
letter signed by 89 other Democrats
called the limits arbitrary and said
they could “‘hurt needy families.”

In Tuesday night’s State of the Union
Message, the President promised to
send Congress a bill this spring and
repeated his intent to expand the edu-
cation and training that welfare recipi-
ents receive in their first two years of
aid.

But after that, he said, they will be
required to work ‘‘in the private sector
wherever possible, in community serv-
ice if necessary.” A confidential draft
of the Administration plan, obtained
last month, said the work program
would pay the minimum wage, though
states could raise it if they wanted.

Representative Rick Santorum of
Pennsylvania, co-author of a Republi-
can work plan, said the Government
could not offer welfare recipients $9-
an-hour jobs without discriminating
against other low-wage workers. He
said Mr. Ford had ‘‘absolutely no con-
cept of how the marketplace works."

HH.L

Clinton Has a Plan That Would Pay |

Some People for Not Driving to Work

By DAVID E. ROSENBAUM
Special 10 The New York Tumes

WASHINGTON, Jan. 22 — If Presi-, A I )
dent Clinton has his way, many com.ldred dollars more in taxes this April
muters will get pay increases if they

give up their parking spaces.

The President will propose in the
budget he sends to Congress next
month that some emnlovers wha subsi- . !
dize théir commuters’ parking bills be | SPaces at indoor lots nearest the Capi-
required to give the workers the same
amount of money in cash if they relin-
quish their parking spots. The aim is to
reduce air pollution by encouraging

people not to drive to work.

That means, for example, that work-
ers who now park in a lot that charges
their employers $100 a month would
have to be offered $100 in additional

pay if they forgo the free parking.

to Internal Revenue Service regula-
tions issued last month, the lawmakers
and their aides would owe several hun-

than they might have expected. Those
regulations specify that the value of
free parking should depend on what the
taxpayer would have paid at the same
ot or onc ncarby. Reserved parking

tol run more than $300 a month.
Gore Is Chief Advocate

The cash-for-parking proposal’s
main advocate has been Vice President
Al Gore, who argues that it would im-
prove the environment. The Govern-
ment estimates that car trips from
home to work and back produce almost
10 percent of the country’s carbon
emissions.

certain high-smog areas to offer work-
ers a cash alternative to free parking.
In theory, workers in those areas who
opt for free parking should pay taxes
on its value on their 1993 Federal re-
turns. But few workers even know
about the law, and it is not clear how
stringently the LR S, will enforce 1it.

Under the Administration’s cash-for-
parking proposal, parking worth less
than $155 a month would be tax-free
even if a cash alternative were offered,
but if the worker accepted the cash the
money would be taxable.

Optlmlstlc-Guesslng Game

Based largely on a study by Donald
C. Shoup, a professor of urban planning
at the University of California at Los
Angeles, the Transportation Depart-
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People who do not get subsidized
parking would not be affected by the
proposal. Employees who take mass
transit are covered by another pro-
gram, in which employers can pay up
to $60 a month tax free for mass transit
passes for their workers. Anything
above that is taxable to the employee.

ment has calculated that the cash-for-
parking proposal would raise $1.3 bil-
lion a year 11 additional tax revenue by
the end of this century. But the Treas-
ury has not made an official estimate,
and some tax specialists think it might
be exaggerated.

According to a 1990 survey by the
Department of Transportation, 76 per-

An incentive for

¢ ploye . . The additional revenue would come |

The rules would require legislation Cuttlng ailr from tax payments by workers who
bhefore they could béa put into eﬂhe_ctr,‘ and 1 1 5 accepted money in place of a tax-free
the prospects In Congress, which re- arking subsidy. Since no one knows
turned to a new session on Tuesday, po utlon' b y 4

how many people would cash in their

cannot be gauged yet.
Not Applicableto All

In answer to inquiries, Administra-
tion officials acknowledged that the

parking proposal would be part of the
budget, but they said that the details
were still being worked out. They said
the cash option would almost certainly
be required only in cases in which
employers pay the parking fees at lots
owned by someone else. The rules
would not apply to the more common
situation in which commuters park
free on a company lot. .

The money workers would receive in
place of subsidized parking would be
fully taxable, the officials said.

The new proposal is separate from
the tax law that went into effect last
year requiring employees who get free
or subsidized parking to pay income
taxes on the value that is worth more
than $155 a month. That law has caused
considerable consternation on Capitol
Hill, where officials enjoy a very cov-
eted perquisite: free parking.

Congressional administrators have
yet to decide what value to place on the
free indoor reserved parking spaces of
senators, representatives and their top

staff assistan!s: Assuming the adminis- | fornia, where a state law that went into
trators determine the value according |effect last year requires employers in

cent of all workers drive to work alone;
another 13 percent drive in car pools.

Ninety-five percent of the people who
drive to work, including more than half
the commuters who work in the central
business districts of the nation’s larg-
est cities, receive subsidized parking
from their employers, the depart-
ment's data show. The Government
apparently does not have reliable sta-
tistics on how many of the 95 percent
park at lots owned by someone else —
the only commuters who would be af-
fected by the new rules.

A Choice Can Raise Taxes

The cash-for-parking proposal grows
out of an anomaly in the Federal in-
come tax law. The law gives employers
a tax deduction for money they spend
on their employees’ parking and does
not tax the worker on the value of the
fringe benefit as long as it is below $155
|a month. But if the employer allows
workers to choose between free park-
ing and the cash equivalent, the full

value of the parking becomes taxable
to the workers.

That has become important in Cali-

parking privileges, the revenue that
would be derived from the proposal is
no more than a guess.

Robert D. Reischauer, the director of
the Congressional Budget Office, said
in an interview that his specialists had
not examined the proposal but that he
was skeptical it would raise anywhere
near $1.3 billion a year.

To raise that much money, more
than 30 million workers, one-quarter of
the nation’s work force, would have to
be entitled to free parking for which
their employers pay an average of $100
a month, and 10 percent of those work-
ers would have to opt for cash instead.

Some tax lawyers believe the pro-
posal might even lose the Government
revenue. Mary B. Hevener, a lawyer
here who is an authority on fringe
benefits, said she expected that many
workers who do not get free parking
now would ask their employers to re-
duce their taxable income and give
them tax-exempt parking as a fringe
benefit instead.
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