















































































































































MEMORANDUXN

To: Ira Magaziner
Fr: Mike Lux
Re: Memo We Discussed This Morning

Date: March 31, 1993

Attached is a draft of the overview memo on interest group
positioning. I didn’t know what format you wanted, so have your
staff make whatever changes/ add whatever policy details you want
in terms of the final overview memorandum for the President.
Currently, the format is as if written to him from me. If you
want to change that so that it’s from me to you, or if you want
to make it from both of us, either option is fine with me. I

would appreciate a chance to review the final memo before it goes
to him, if possible.

Since it is my job to head up the interest group outreach
efforts, I would very much appreciate being a part of any
meetings with the President on the topic of interest groups.



I have always thought of our interest group strategy in three
essential components:

(1) Keep the health industry divided, both in terms of whether
they support or oppose us, and in terms of keeping them from
ganging up on any single part of the overall package.

(2) Win significant enough business support, from both large and
small business, to reassure conservative Democrats and moderate
Republicans, and to overcome the almost certain opposition from
NFIB, National Restaurant Association, and other conservative
business groups.

(3) Bring into the fold and energize the groups that should be
our natural base groups: labor, consumer groups, aging groups,
and the overall network of liberal Democratic interest groups.

I will briefly address where we are at with each of these
strategy components.

l. Health Industry

Ira has done by far the most intensive work with the key health
industry sectors, and knows the overall lay of the land better
than I. I would, however, make the following observations:

a. The one policy option that we are considering that would
firmly unite health industry groups in opposition to us is short
term price controls. There are some exceptions to this
statement, as there are to everything in the health care debate,
but the strong overall trend would be hardline opposition.

b. The following provider groups are groups I consider part of
our natural base:

American Nurses Association

American Psychiatric Association
American Psychological Association
National Association of Social Workers
National Hospice Organization

National Association for Home Care

Obviously the specific details on mental health and long term
care for the relevant organizations will be important, but our
overall direction makes their support likely. National
Association of Social Workers is a pretty strong single payer
group, so they are not automatically with us. More on single
payer groups later.



c. Except for some of the short term cost control options, the
big five insurers and their new lobbying group (Alliance for
Managed Competition) appear to be falling in line for most of our
program. They will want to negotiate the details of community
rating, but overall, they will be a key supporter in all
likelihood. I also thought it significant that in their
testimony on Monday, they strongly supported the idea of not
allowing HIPC opt outs.

Blue Cross/Blue Shield has also moved dramatically toward our
position, including on both pre-existing conditions and community
rating.

Our strongest insurance industry opposition will probably come
from HIAA and the Independent Insurance Agents. The agents will
fight us tooth and nail.

d. As you know, physician groups continue to be divided and very
uncertain over how to handle the shifting terrain. 1Ira has done
yeoman’s work with the AMA, and they have shifted their tone from
outright hostility to moderate suspicion. 1In the end, I think
they’1ll help us on several parts of the plan, but still go all
out against us on at least some of the cost control components.
Family physicians, pediatricians, and the College of Medicine
continue to work very constructively with us, and will likely be
with us in the end. National Medical Association (black doctors)
is a single payer group, but will probably be with us.

e. Hospitals have been among the most consistently constructive
of the health industry interest groups. The only group that
continues to be somewhat negative and cynical is the Federation
of Health Systems (for profit hospitals). They are clearly not
excited about most of key cost control initiatives. However the
Protestant, Catholic, and the overall AHA have been easy to work
with and very supportive of the overall direction. Their biggest
long term worry seems to be that HIPCs become too large and
powerful and would be able to dictate terms to hospitals, instead
of genuinely negotiating with themn.

f. The pharmaceutical industry is possibly the most divided of
all health care sectors (and that’s saying something.) The
National Association of Retail Druggists and the generic
manufacturers love our beating up brand name pharmaceutical
manufacturers. The PMA has split into two wings, with the
moderates like Johnson & Johnson and Merck wanting to talk
seriously with us on the details of pricing options, and the
hardliners ready to go to war. Pharmacists are also badly
divided, with NARD being supportive of us and the American
Pharmacists Association focusing on issues like the "empowerment™
of pharmacists.



g. Our toughest opposition among health industry groups will
likely come from:

- Independent Insurance Agents

- HIAA

- PMA (the hardliners)

- physician specialty groups and the AMA on certain key
issues.

usines

I continue to be optimistic overall about our ability to attract
business support for the health care package, because in the end
many business people are going to look at the bottom-line and see
how much this benefits them. This is especially true of big
business. For example, all of the business groups in our final
panel endorsed the concept of managed competition and were
broadly supportive of our major policy directions.

This having been said, however, we are running into some
roadblocks. None of them are insurmountable, but they will take
an increased measure of attention over the next few weeks. I
would highlight the following as key areas of concern:

a. No matter what the economics of the particular issue, the
inherent ideological conservatism of the small business
constituency is going to keep small business associations opposed
to mandates for at least the time being. We scored a major coup
with the Chamber of Commerce acceptance of mandates, but NFIB and
the Restaurant Association hardline position on this issue will
keep more moderate groups looking over their shoulder.

b. No business group will sign on to anything, or even move much
closer to us, without knowing the financing part of the package.
That will be the central factor in determining many groups’
support. Several key business groups - most importantly, NAM and
Retail Federation - are very excited about a VAT, and it’s hard
to imagine any business group that would ultimately oppose it
once they look at the numbers.

c. After rolling over on the economic plan in spite of higher
corporate and high income individual taxes, business groups are
under a lot of pressure internally and from Republican leaders
like Dole to be tougher on us on health care. We’re going to
have to kick our courting into high gear to overcome this
problem.

The following options we are considering would be on the plus
side with business:



a. Twenty-four hour coverage should be a very big hit
because of the big workers comp cost reductions. This will
help us at least as much with small business as with big
business.

b. Med mal tort reform would mean very little in dollars
and cents to business, but would be a welcome signal to
business that we’re taking their concerns into account.

c. The end of cost shifting from the public to the private
sector will be the most welcome component to the plan.

The most divisive issue among different elements of the business
community will be the opt out issue for self insured companies.
Industries with more mature, blue-collar workforces will likely
oppose opt outs; those with younger, better educated workforces
will naturally tend to support the ability to opt out. Many
business associations will stay neutral because of the internal
divisiveness of the issue.

3 Base Groups

The hot button issues that will determine how unified our base
will be relate to single payer groups and the abortion issue.
There are also a couple of critical labor-specific issues that
will impact on their support, and their ability to deliver their
rank and file to help lobby for the plan:

a. Single payer jissues, Single payer groups include:

- about half the major labor unions (including NEA, AFSCME,
UAW, Teamsters, Machinists, CWA, ILGWU, ACTWU).

- most of the big consumer groups (Citizen Action, Public
Citizen, Consumers Union, Consumer Federation of America),

- some of the key aging groups (National Council of Senior
Citizens, Gray Panthers, Older Women’s League, almost all of
the big union retiree organizations),

- a garden variety of other traditional liberal interest
groups (including National Association of Social Workers,
Rainbow Coalition, National Medical Association, Physicians
for National Health Care, National Council of Churches, and
National Farmers Union.)

Collectively, single payer groups are by far the best organized
grassroots network for health care reform.

I have been concerned from the beginning that we not take these
groups for granted, and I remain worried about keeping them on
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board. Their leaders are tenacious on key details of the plan,
and will not roll over automatically. I am convinced that
without their enthusiastic support, we won’t have the grassroots
support to put us over the top.

The single payer groups bottom line policy concerns are:

- That no opt outs be allowed from the HIPCs. (Otherwise,
they argue all the companies with healthy workforces will
leave, and the rest of the population will have higher cost,
second class care.)

- That HIPCs be allowed to compete on quality and outcomes,
but not on price.

- That states be given the flexibility to adapt a single
payer system if they choose.

b. Abortion. The politics of this one are obvious. Either
abortion itself, or more general "reproductive health"™ language
that a national health board would use to include abortion later,
must be in the comprehensive benefits package, or women’s groups
will oppose the bill.

c. Labor, Labor believes in what we’re doing and very much
wants and plans to support the package. They do have certain
very important issues, though, that are their "bottom lines":

- no opt outs from the HIPC.
- a relatively generous benefits package.

- no benefit taxation unless the benefits package is very
generous.

d. Seniors, The bottom line, absolute highest priority for all
the seniors groups, is that we do something real about long term
health care, even if we phase it in over several years. Assuming
that, we should have their strong support.



SUMMARY

Because the health industry is so divided, I believe our toughest
organizational opposition is going to come from small business
groups, particularly NFIB and the National Restaurant
Association. We will need to have an aggressive grassroots
effort at organizing individual small businesses who are for this
plan.

The health industry itself is so fragmented that we’ll get some
of the insurance industry with and some against us, some doctors
with and some against, some pharmaceutical interests with and
some against, some hospitals with and some against. Of all the
industry groups against us, I think our toughest opponent is the
independent insurance agents - they are effective, they’re
everywhere, they have relationships with other small business
people, and our plan will really harm their 1livelihood.

In the end, I believe our base will come together, and our plan
will get its strongest support from the aging groups, labor, and
consumer groups. These groups will end up carrying the load in
terms of organizing grassroots pressure on behalf of the package.
I also believe we will get a great deal of support from big
business, which will be crucial in lobbying this package through
the Congress.


































































































































































