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U.S. SMALL BUSINESS ADMINISTRATION 

WASHINGTON. D.C. zo,ct6 

OCT 2 I 1993 

Honorable Jan Meyers
Ranking Minority Member 
Committee on Small Business 
v.s. House of Representatives
Washington, DC 20515 

Dear Rep. Meyers: 

This is in response to your letter of October 7, 1993, in 
whic;:h you inquire about a ,number of small ~usiness issues.' I am 
glad to provide the following information to you in response and 
would also welcome the opportunity to meet with you to discuss 
any of your concerns. 

QU••tiOD 1. The 7 Ca) Guarantee Loan f 09Tam: . 

A recent Hall street Journal article leaves a reader with 
the inference that this valuable prog~am is seriously
threatened by fraud. Quite frankly, this is the first that 
I had heard of such allegations. Therefore, I would submit 
to you the following questions: I. . 
a) Were any Members of Congress or Congressional staff 
members notified of these problems at any stage during the 
last few years? . 

USDR: No. The Hall Street Journal article 
mischaracterized the problem. It has not been going on for 
a few years. In late 1991, some SBA loan. pfficers in southern 
California started to recognize a high lev.l of profits Cwhen 
compared with industry averages) showing up on IRS returns that 
were submitted to SBA in support of pendin~ loan requests. This 
led the offices in California to begin chepking with IRS on those 
returns submitted to SBA. As differences were found between the 
official IRS returns and the ones .ubm~tte~ to SRA, these cases 
were turned, over to our Of~ice .of Inspectir General. 

b) To what extent are,the facts in 1tbe story true? 

USDR:We find no problem with the facts presented, except
if, in fact, the article is misleading readers to think SBA 
employees have done something wrong. We believe that our 
employees took adequate steps when they detected the problem.' 

.' 
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c) Should any of the article's allegations be accurate, I 
would ask what actions have been taken against SBA employees
involved,any 7(a) lenders involved and any. loan packagers 
or other individuals involved? . . . 

usna: As stated above, we have found nothing that would 
lead us to believe that our employees were involved in the 
perpetration of the fraud. If we do find Buph involvement, you 
can be sure that immediate action will be taken by the Agency. 
~o date, we have removed two lenders from our Preferred Lender 
(PLP) and Certified Lender (CLP) programs an~ have referred 
approximately 30 cases t~ our Inspector Gene'ral for 
investigation. Additionally, we are now che:cking all loan 
applications with tax returns obtained from Ithe IRS in the area 
of California where our employees discovered this problem. We 
are also instituting a random aamplingsurv~y a~ound the count~ 
to determine if we have a problem anywhere .lse. 

. 	 d) What has been the total loss sustaJned by the government 
in all of this.·. I. 

. usna: We do not have any loss figur~s on the individual 
loans that we believe to be part of the problem. It should be 
pointed out that the fictitious tax returns/were submitted to 
support repayment ability of a loan. Whether a loss will be 
sustained will depend on whether or n.ot thejloan can be repaid
through the actual earnings of the business or through the 
liquidation of the collateral taken as security. It may be 80me 
time before we can assess the.actual losses I(if any). 

e) What is the actual current loss ra~e for the 7(a) loan 
program and what has it been for the last five years? 

. 	 / 

usna: Attached is a printout showing losses for the 7(a)
loan program for the last 10 years. It takes several years for 
a loan portfolio to become seasoned. ~herefore, losses for the 
years 1990 and after are not necessarily in~icative of current 
SSA loss experience. ~e· improvement clear~y indicated in years
1984 through 1989 is the result of the "qua~ity"emphasis on loan 
processing introduced in the early 1980s, ard the comprehensive 
training program initiated in the mid-eight/ties.. . . 

f) What efforts are underway with furither oversight of this 
problem in all of SBA'. regions? 

USWEa: We have a number of initiati~es underway which will 
enable the agency to better oversee loan packaging and approval.
Foremost, immediately upon my arrival, SBA /contracted with 
William Adler" Co. and Arthur Anderson 'Co. to evaluate our 
entire loan portfolio so that we will knowlthe degree of risk 
inherent in that portfolio. Additionally, we are moving forward 
with plans for centralizing the activity of the Preferred Lenders 
Program (PLP) in order to improve the oversight of our PLP 
lenders. We have implemented a system that will take a random 
sample of applications8ubmitted and check the returns with IRS. 



3 


In addition, ve bave developed a system to track loans by loan 
packager. This vill allow us to monitor thel performance of lQans 
presented by individual loan packagers in re:lation to other loan 
packagers operating in the ,same geographic'and risk area. You 
can be sure that ve vill aggressively pursue these and other 
initiatives that may be necessary to combat fraud in our loan 
programs. 

g) 'To vhat extent are loan packagers fnvolved in the SaA 
application process and:vhy are they needed. . 

USDR: Loan packagers of one form or another are involved 
in approximately three-quarters of SaA loan applications. The 
loan package (in part or in vhole) may be p~t together by an 
accountant, a lawyer or an individual baving experience in 
financial presentations. They are needed b~cause.most small 
businesses vould rather pay someone to do ~is type of vork 
rather than take time out frC?m operating th~irbusiness. Also, . 
many small business owners do not bave the background to prepare
financial statements, business cashflovs, projections, etc. 
SaA is vorking to simplify its loan applications, vhich ve 
believe vill reduce the need for packagers. I CUrrently, we are 
testing a one page (two-sided) loan quarantee application in tvo 
pilot projects. 

guestioD 2. SaA's Health Care Role: 

An article appeared in the Hall Street,JQurnal on September
24, 1993. 'lhe article describes a meeting beld betveen SaA 
employees and several small business o~ers, as follows: 
-'!'he Small Business Administration brought the 40 business 
owners together for a working lunch tolshoW them how to 
calculate the effect of the President'~ plan for their 
companies. 'lhe owners huddled over computer screens as they 

. ate sandwiches and potato salad. Theylvere led through a 
number of calculations based on their total number of . 
employees, averagevages, the expectedIcost of insurance 
and the value of government subsidies proposed by the 
Administration. " , ", /. ' . 

After reading such news reports, my Committee staff called 
your agency and asked if they could re~iew the computer
program and the methodology used to de~elop it. After 
an initial positive response, they ve~e denied this . 
information. A follow-up request for ~e staff to actually 
go to the agency and use the program was also denied. 
Apparently, my staff vas told ·that -~e program was still 
in its development stage," and, theref.ore, could not be 
reviewed until its completion. This, Idespite other SaA 

• pronouncements 	that the program would Ibe available soon 
through a toll-free 800 num.ber~ My. ,estions are: .' 

a) Were this program and its accompa~ying expenditures
authorized by the Congress? If so, under what program? 

.,'. .. 

. .' 
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aNSwBR: section 2(a) of the Small Business Act expresses
the declared policy of the Congress to aid, bounsel, assist and 
protect, insofar as possible, the interests pf small business 
concerns. section 4(a) of the Act creates the S.mall Business 
Administration in order to carry out the policies expressed in 
the Small Business Act. In addition, secti~ns 8(b) (15) and (16)
of the same Act authorize'SBAto disseminat. data and ' 
information, in such form as it shall deem ~ppropriate, to public
agencies, private organizations, and the general public, and to 
make studies of matters materially affecting the competitive 

, strength of small business, and of the effect on small business 
of Federal laws, programs, and regulations; land to make 
recommendations to the appropriate Federal ~gency or agencies for 
the adjustment of such programs and regulat~ons to the needs of 
small business. We believe that this authoJ;ity authorizes SBA to 
carry on the program in question. SBA's salaries and expense
appropriations are available to fund such an authorized program. 

b) If the Clinton Health Plan, upon W~iCh your program is 
based, is still being fin~-tuned, and~o accurate figures 
are available, how can your agency devise such a computer
program and claim validity? ' '/ 

ANSWER: At the time that a request was made by your staff 
to view the software, the health care compu~erprogramwas being
fine-tuned, a process that is continuing. At such time when SBA 
has fully completed the development process~ we would welcome the 
opportunity to demonstrate the program to members and staff of 
'the Small Business Committees. I , ' 

, The relevant numbers in the Health Security Act as currently
configured are the percentage caps for wage. under $24,000 and 
the policy costs. Both sets, of those numbers are known. The 

computer software program is del!Jigned to ac1commodate changes in 

these numbers as the plan is ta11ored. Inputting these changes

into the program takes a matter of minutes. 


A maximum of 17 pieces of information lare required to make 
an accurate calculation (all 17 are not required in all cases).
These 17 pieces of information can be subdilvided into three 
groups: employer information, employee infdrmation, and insurance 
policy information. structuring thesegrodps of information to 
compare what a firm currently pays for health care to what it 
will pay under the Health Security Act is all the program is 
designed to accomplish. This is not a highly complex or tiae­
consuming undertaking. The average lengthlOf an operator
assisted call is ten minutes~ CUrrently, we are only sampling 
our district offices. The 1-800 number is not available for 
public use at this time. ' 

c) Is it the agency's intention to d.vise programs
explaining all health care proposals to the nation's small 
business community or are you confining all your efforts to 
one proposal? 
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aKSWla: Yes, we would like to be able Ito explain all' 
proposals 'to our customers. OUr ability to. do 'this depends on 
resources and the availability of informatiqn. As long as other 
bealth plans to be considered contain sUfficient detail to ' 
determine employer costs and the three groups of information 
noted above remain the same, we believe tha~ our current program
bas the elements to accommodate modifications as appropriate and 
compare costs of other proposals. Tbe cost of doing so would 
bave to be studied. 

d) Does your agency bave any job loss figures on the 
Clinton proposal or other bealth care proposals? 

USDa: SBAis not aware of a reliabl~ ~ethodology to 
compute employment changes. CUrrent economic models don't 
provide enough precision to determine whether thosebusinesses 
not currently offering health benefits willi respond to the bealth 
care plan by modifying wages or by modifying employment levels. 
But we believe that allegations by critics of job losses in the 
millions arethepro~uct of fl~wed econ~micrrea.oning. , 

It should be kept in mind that for many businesses,·the 
bealth care plan will be a net plus. Most amall businesses 
already offer health care benefits to theirl employees~ and they 
are paying about 3S percent more on average for that coverage
than large firms. The President's plan wil~ level the playing
field, and because of cost controls, will r~duce increases in , 
businesses' health care costs over time. In sum, there will be 
factors coming into play which'may result ilft job creation as well 
as job loss, but the net effect either way jill be amall. ',' 

e) Do you as SBA Administrator strongly believe that all 
employers in this country should be mandated by the 
government to provic:ie health care cov_rage?

" I:
USWER: Yes, I do. Affordable insurance for themselves, 

their employees, and their families can on~y belpsmall business 
owners in the long run. 'A secure workforce will be more 
productive, and increased productivity lowers product costs. 
Comprehensive health care is a major component 'of workforce 
security. , ' 'I. 

Qu••tiOD 3. The White Rouse conference on Small Business 
Commission: ,", I ,", 
The President has announced the eleven appointees to the 
above named Commission. In his announcement and 
accompanying materials, no mention is/made of the party
affiliation of any of the appointees. This was not the case 
in earlier Conferences. In fact the law states: -Not more 
than six of the Commissioners shall be ,of the same political 
party.- My committee staff has attempted to acquire this 
information, but has been.unsuccessful. ~o insure that the 
law is being complied with, could youl please provide me with 
the registered political affiliation of each of the eleven 
Commissioners? ' 
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aBSWER: Please find enclosed a list of the White House 
Conference on Small Business Commissioners, which includes a 
notation of their party affiliations. 

I hope this information i. helpful to you. Please do not 
hesitate to contact me if I can be of further assistance to you 
or the Small Business Committee. 

IErskine owles 
Administrator 

Attachments (2) 

cc: All Members House Committee on Small Business 
All Members Senate Commit~ee on Small Business 

.' . 
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... , White Boua. Conference on small Busines~ commission 

••rl. cath.riD. Chambers '(D) 303/740-9000 

Axem Resources, Inc. 

7800 East Union Avenue 

Suite 1100 

Denver, CO 80237 


au401pJa J •••tz'a4& (D) 818/570-1525

Summit Group 

625 Fair Oakes Avenue 

Suite 225 

South Pasadena,.CA '1030 


».i9J 10D. ~i.Ja.~ (D) 216/281-7620 

Zone Travel, Inc. 

6501 Detroit Avenue 

Cleveland, OH 44102 


C. BugJa Pri.4maD (R) 619/260-4600 x4372) 

University of San Diego

School of Law 


. 5998 Alcala Park 
San Diego, CA 92110 

8riaD L•• Gr.eD.paD'(R) 702/385-3111 

1'he Las Vegas Sun 

800 South Valley View Boulevard 

Las Vegas, NY 89107 . 


Clark JOD•• (D) '01/925-4923 

Jones Motor·Co. 

P.O. Box 1060 

Savannah, TN 38372 


X&ry PraDO••••ll.! (D) .303/584-0510 

Kelly , Co. 

3936 South' Magnolia Way 

Denver, CO 80237 


• 
Jo.i. C••ato~i (1) 212/532-'77,$ 

The Hatori company, Inc. 

40 Bast 34th Street 

Hew York,'NY 10016 


AlaD J •••tz'1001 (1) 212/'7'4-'426 

Patricof , Co. 

445 Park AVenue 

Bew York, NY 10021 


' .. 

http:Pasadena,.CA


III 

., " 

J.arry aba. . (D) 919/323-5303

Shaw Food service., %nc. 

1009 Bay Street 

Fayetteville, HC 28302 


Gary X. WooCury (I) 511/482-8188

Small Busines. Association of Michigan 

501 South Capitol Avenue 

Suite 415 ­
P.O. Box 16158 

. Lansing, HI 48901-6158· 

' .. 

• 
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October 18, 1993 

The Honorable Bill Clinton 

The White House 

Washington, D.C. 20500 


Dear Mr. President: 

As we eagerly await your introduction 'of actual health care 
reform legislation, we are concerned about abtivities by your 
Administration to promote a plan which has nbt been finalized. 
Misleading assurances are being made to the public which cannot 
be backed up by ,objective data. I.' 
We specifically object to a re~ently distributed publication of 
the Small Business Administration (SBA) enti~led "The Health 
Security Act: Benefits to Business" (see enclosure). This 
official government publication, obviously t1argeted at the small 
business community, contains statements whic'h are, nothing more 
than bold and unsupported assertions which Have been contradicted 
by your own Administration. '. I 
In the "Questions and Answers" section of this publicati(:m, the 
following question is asked: "Can we be cortfident that this plan 
had.been analyzed rigorously and that the f~nancing is reliable?" 
The publication answers this questions 'as fclllows: 

"Yes.' At the beginning O:f this procesl, the President 
brought together some of the best mind~ in the country to 
help design a financing package for health care reform. The 
numbers and analyses that underline th~ President's proposed 
plan for health security represent months of rigorous work 
by experts from vario.us' federal agencies for the first time. 
An outside group of economists and actbaries audited the 
work that was done, and examined and v~lidated the cost and 
savings projections. These cost and s~vings projections are 
solid, credible, and conservative." . 

According to the Government Printing Office (GPO), the 
pUblication containing these assurances was made available to the 
public on September 28, 1993. As of this date, your 
Administration has still not presented to cbngress final 
legislation containing the details of your health care reform 
program. It is reported you are stillwork!ing out the details, 
including several of the cost and savings eistimates. 

http:vario.us
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We are perplexed about how the Administration can boldly' assure 
the business community that its "cost and sa~ingsprojections are 
solid, credible, and conservative" when you have not yet even 
finalized those projections. How can these projections be 
audited by an "outside group of economists and actuaries" when 
final projections are not yet available? 

. The confident assurances in this pUblication are further put in 
doubt by recent reports of officials in youri own Administration 
admitting as much as a $16 billion error in ,their calculation of 
the cost of premium subsides under your plan for low-wage 
employers. How can the Administration reporit to small business 
owners that its figures are "solid, credible, and conservative" 
when you have essentially admitted they are not final or 
accurate? 

Another problem with the SBA publication is a colorful feature 
pretending to show case studies of how your health care reform 

. plan will actually reduce the cost of healtn coverage for 
business owners. . I. 
The pUblication tells the story of "Charles'f who is "an 
electronic equipment manufacturer" and "Dan~t:a and her husband" 
who own "a small construction company." Readers are told the 
refor~ plan will save Charles $126,278 and ~ill save Danita and 
her husband $4,900. It is unclear, however) if these case 
studies are fictional and what assumptions the cost savings are 
based on. No details are given about the circumstances resulting 
in the extraordinarily high premiums currently being paid by 
these individuals, or characters. It is ou~ concern that much of 
the indicated savings are the result of exaggerated and 
misleading estimates of current insurance costs. 

Are Charles and Danita real people or fictiLnal characters? What 
were the circumstances, or assumptions, Whit:h resulted. in their 
current premium rates? Why were such atypit:al examples used to 
demonstrate alleged cost savings under your) plan? 

If a private insurance company put forward ~his type of 
information without explaining if its case studies were real or 
fictional, or without providing details aboht the circumstances 
or assumptions involved, we are sure you wOfld agree they would 
be subject to Federal Trade Commission. SanClitiOnS and possibly . 
private lawsuits :eor false advertising, or fr~ud. We hope you 
would also agree the governm~nt should not [try to sell its health 

. plan in a manner which is illegal for private companies. We feel 
this SBA publication crosses that line. 
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. ~c-Ov'~~~I\t1! 
Another shortcoming of this publication is the many questions it ~ 

simply does not answer. The "Questions and Answers" section 

ignores or glosses over serious ar.as of conbern for the business " 

community. We would be interested in answerS to the following ~ 

critical questions, which are certain to be bf interest to the 

business community as well: I 


o How is lI·payroll" defined under your plan? 

o 	 Should the true cost estimates fail tb ·be "solid, 

credible, and conservative," how willi the federal 

government make up any shortfall in revenue? 


o Will the employer payroll tax; (pr~miU~) be -increased to 

offset any revenue shortfall? I . .. . . 


o 	 For what period of time will the empl~yer subsidies remain 
in place under the Clinton plan? Arelthey permanent, or 
will they be phased out at some point? 
. 	 . . I . . 

o 	What happens to a company which currently does not provide 
insurance to its employees and cannotlafford to meet its 
minimum employer obligations under your plan? What is . 
your definition of "af~ordable" healtfu care? How can we 
know all businesses can "afford" YOUrlplan? 

o 	What type of record-keeping will empl~yers ~e resp~nsible 
for? For what period of time must re¢ords be retained? 

o 	What is the estimated new paperwork bJrden on employers, 

both in terms of time and in new equipment that may be 

required to report the information? I. . 


o 	What penalties are employers subject to for failing to 

meet the huge number of mandates and rtew requirements 

under your plan? I· 


o 	How does the Clinton plan deal with fluctuating payrolls 

caused by irregular ove"rtime hours in 
determining the 
average wage for a business? 

o 	What are the estimated job losses and business failures 
under your plan? 

These are only a few of the many questions W~I and many business 
owners and employers around the country, have about your plan. 
They are questions which should have been an~wered, but were not 
even addressed, in the slick SBA brochure seAt out to the small 
business community. 
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Over 150,000 copies of these SBA brochures were printed···at a cost 
of over $50,000 to the taxpayers -- money thht could have easily 
paid for a job-creating, start-up business lban. These brochures 
were, at best, misleading about the reliability and finality of 
the cost and savings estimates of your plan, I a critical component 
upon which the entire plan rests. They failed to address key 
business concerns. And, despite these flaws~ the publication 
will be completely obsolete in a matter of months once the plan) 
is altered by Congress. And yet, we may rea~onably.assume there 
are now small business owners and employers but there relying 
upon the faulty and incomplete information the SBA has provided. 

: I
If we are to have real health care reform, tlle debate must stay 
centered on the facts. We tru~t you will agiee it does not help 
to have government agencies distributing fal~e and mi~leading 
information in an obvious attempt to persuad~ the public to 
support one particular plan. In that spirit) we have several 

,questions about how you plan to correct the harm done by this SBA 
publication. . .. I 

Will your Administration publicly repudiate ~his misleading SBA 

publication, halt its dissemination, and send out a statement of 

correction to all persons who have received ~ copy of it? 

Assuming this is the proper role of the SBA, Iwill a future 

publication contain answers to the missing questions we 

have suggested (questions which we would lik~ the answers to 

ourselves as soon as possible)? I 


At stake is the credibility of your Administ~lation. The need for 
health care reform is too important to risk allowing such 
misleading and destructive efforts to discred1it this admirable 
goal. Knowing of your commitment to our shar:ed goal, we trust 
you wil take the proper actions to address this situation and 
answer ur questions. 

I 
ely, 

~. 

/ ~-£ t4~-.-> 
di~ Walker, M.e. 

av~d~e . 



?t' 
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.' i ). . 
Martin Hoke, M.C. I Jac~ Kingston, M.C. 

~er. M.. . 

l7.n Heyers~ 



" 

Larry 
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October 8, 1993 

TO: Ken Thorpe 
FROM: Chris Jennings 
SUBJECT: Options to Lower Medicare Program Drug Cost Projections 

Hope the following is helpful in your efforts to redu~e the cost of the Medicare 
prescription drug benefit. Please keep me informed of your final decisions. Thanks. 

1. 	 Lower Induced Demand Projections. 
CBO originally projected that the Medicare prescription drug benefit would 
result in a 4 percent induced demand for prescriptidns; they now are at a 10 

I .	percent induced demand. (Apparently, once they learned about the 10 percent. 
HHS induced demand assumption and had recurring nightmares over their 
memories re the CatastrophiC health care bUI, they upped it to 10 percent.) In 

I
light of CBO's past assumptions, the fact that the Rrnd Corporation 
assumption is at 4% -- Steve Long, Project Hope is at 5%, and Don Muse is 
at 5%, the Administration should be able to go down

I 
to at least 7%. 

. 

2. 	 Increase Rebate on Single Source and Innovator Multiple Source Drugs. 
Current rebate is 15 percent off Average ManufactUFers' Price (AMP). Increase 
rebate to 17 percent off AWP. 

3. 	 Institute Rebate on Generic 'Medications. 
Institute a rebate on non-innovator multiple source drugs of 7 or 8 percent of 
the AMP. (You have nothing now.)' 

4. 	 Make certain that non-prescription drugs are nolt covered in the new 
Medicare benefit. Under current law. the MediCaid drug benefit also covers 
non-prescription (over-the-counter) medications. If the Medicare benefit now 
assumes this benefit, you should be able to save dollars by not including this . 
benefit in the new program expansion.. 

I 

! . 	 . 

5. 	 Look at assumed future growth rates of prescription drug prices. CBO may
Ibe at or around 6.5 percent; I am not certain where Iyou are I heard around 8 

percent. Don Muse is at 7% and Project Hope is atI6.8%. You may want to 
see if this has any Implications for your numbers. even though we should have 
an indexed, inflation protected benefit. 



. ) 

6. 	 Lower Pharmacy Dispensing Fees. 
Current proposal provides that the dispensing fee ~r prescription is $5.00 for 

. I
participating and $3.00 for non-participating pharmacies. Lower to $4.50 for 

I
all pharmacies. (If necessary. you can look at $4.00.) 

7. 	 Strongly Enforce "Mandatory Generic Dispensing Policy." 
There may well be room for higher generic substitution assumed numbers. 

IApparently. there are private plans that reach 95 percent levels for generiC 
Idispensing of all prescriptions written for multiple source drugs. 

8. 	 Assign Savings to the Secretary's Authority to Negotiate over New Drug 
Prices. I· 
New drug costs will be a major factor in escalating program expenditures. The 
Secretary's authority to netgot1~te ~th manUfacture~s over new drug prices 
should result in lower new drug costs. and as a result. some program savings. 

9. 	 Attribute Savings to Drug Use Review. 
The Medicare drug use review program and the electronic claims management 

. 	 I 
system should reduce the level of ineligibles, duplicate prescriptions, and result 
in overall program efficiencies.· 

10. 	 Define "Estimated Acquisition Cost" for reimbursement to phumacists for 
I 

.single· source and innovator multiple source drugs as Average Wholesale 
Price (AWP) minus 8 percent. (I don't know :much about this one.) 
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8. 	 Assign Savings to the Secretary's Authority to Negotiate over New Drug 
Prices. . I. . 
New drug costs will be a IlJajOrJactor in escalating ~rogram expenditures. The 
Secretary's authority to negotiate with manufactureI1s over new drug prices ' 
should result in lower new drug costs. and as a result. some program savings. 
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: 1Mrs. Hillary Rodham Clinton 
Wilite House 

, 
: I 


WashingtonJ D.C. ! 
I 

r

ii ; 

i I l' 


Dear Mrs. Clinton: I ; 1i ! 
i 


I ! I' 1 

I am writing to express my great frustratiO~ ~d dJp ah e 

the Administration to break an apeement with th~ ~ommi~ 

of Federal employees and retirees into the state re$ipnal a1pfUl~e 


the Federal Employees Health Benefits Program ~)'l' i 


! I i 
The Adminis~tion has pro,posed that Fed¥, emplprecrs 


health alliances. While the Committee has so far ft.1served :j~g: 

of whether Federal employees should be enrolled, I~e Comrhi 

bappen, the FBHBP should continue sOlVing its e~neesuntili :l' 

operating regional alliances; only then would Fed~~ emplby*, . 

the alliances and the FmIBP abolished. If Federal emplo~ees I 

state regional alliance commenced operation, OPl\¢ would ~,i~ 


the remaining enrollees with a rapiiJll declining' ~ unst#i,e ! 


The phase-in transition the Administration tsiabout W.,' ~outd make J 
FBHBP ·unadministmble. FBHBP rates could be ~~ry un~t4t)lb , ~ soine instancfe ' could 
skyrocket. Administrative expenses would be SP~ over ~~*6 . d f~wet enrollees' A 
s~g risk ~ool w~ make it difficult for SOI?ei~:t; ~.l.ainlViable en u h to~s 
contmue operating; thClf enrollees could be 8ubJec~ to s ,); p • 

to.; 

1Um inqreases an ~ 
decline in serv.ice, in ~dition to ~e unnecessary 4i~ropti r~1 ' . iog mqved into 0. 

g?vernment-wI~e ~el'Vlce ,plan dunng the transiti?q ~od'l 
i 

~i i I: ,e ~blr plans w uld bave 
difficulty establishing tbcU' rates and may defenSlVi1r Prli rrr . mtpmS UPWard.! ' 

i 
On Wednesday, September 29th, the Coml(litree S~ J)', r ~d :Deputy or ral 

Counsel ~et w~th Mr. ~ MagaziJler, among otJ1ets.~ ~ di#S, an~. se~.eraJ oth~r' sues.I 

After a discusslOn of this particular point, Mr. M4gflfJ,ner ~t!1, inlcl"de a provl n in 
the Administration's health C.Q1VJ reform bur that ptovide~ ~1t(i! P enroUees . ldI 

eraTOU in regional all~c,s onll oJfer all 0/!h.' srJie regl~~1 c~ sy~'ms. J b come 
frilly operattonal. His agreement to the proVIsion: SPUght ~Y ~y s tas lunamblgur s and 

! : I! I 
I , " Ii j j 
: i I . 
i ; ; 

i[I 
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abolishing a generally well-run program that serv~s 19 ~onp :pe. ~o If the pro is to 
be abolished, I want to ensure that it is done righti:r that i~, df,~ 01 'ed ~ the least di ptive, 
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Mrs. Hillary Rodham Clinton 
October 21, 1993 
Page 2 

[ 
, ' 

uoquallfied. A second provIsion requlrlng OPM Woffer :SUPbI 
enrollees to avoid any diminution in benefits or ~,cfe,ase 14 0,\If,- f­
system was agreed to as well. : ! !: i' 

'Ibis aIWnIoon, ~y staff was Connal1y nouP{,a thatl~ II • 
its agreement with the Committee and will procee? ~o propqse:1 e 
FBHBP into the new system. In addition, we we~; notifiqd t~, 
Dot require, OPM to offer supplemental benefits to; Fede~ e~ I 

iii j 1\
The Administration's proposal to enroll F~ra1 empSoy 

a phase--in basis is unacceptable to the Committee.! Xt ~er db 
situation for me. To begin with, I already have v~~ grav~co~ 

most rational and most orderJy manner. I would ~~o po~t :outl, 
or~~on.s view the possib~ty of a phasc:in .trap~ition \yith ii' 
and trepidation as I do and will be commumcating those v~ew~ 

Therefore, unless the declslon Is reversed Uthe ~ e 
legislation, I may be forced to oppose outright the: +dmini~tJ'a. I " 

FEHBP into the state regional alliances. Given bQt~ my d~'~t+' 
President on solving the Nation's health care crisis ~d to ~ 
President's proposal to dissolve the PEHBP, bein~ ~orced I ',we 
truly be regrettable. ; : I' I 

: : 	 I i 

In closing, I respectfully urge you to rever$eJ the AamW, 
include in the bill the agreement entered into betw~n the C()nlll 
both the timing of the integration of the PBHBP iIl* the n~w ,y , 
supplemental benefits for Federal employees. I w9"ld Hk~ to tn I 

discuss this matter further. ! !, I 
i I 	 I' I 

, i, 

W$!::~.

~J.~I t' , 
lob' I: i 
! ,amn",: I 
l ~ 	 l;'
! : 	 I' I 
i 	. I! 

I, II 

1 . 

I 
I 

!! I 
i: j
i ; ,I, 
i 

I· 

.! 
i , 
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october 13, 1993 

Mr. Chris Jennings . i 

Office of the First Lady 
Old Executive Office Bldg. 
Room 213 I 
Washington, D.C. 20500' 

FAX Ho. 456-7739 

Dear Chris: 

It was good meeting you through Dr. Arthur Flemming 
this past Monday at Twigs, even for such a short 
time. . 

We are committed to I supporting the President's 
prOgram on healthcare, and our major concern at 
this time is our de~ire to be involved in the 

process. . I. . 
I would l~ke to mee;t· w~th you to d~scuss the 
National Puerto Rican Coalition's programs further. 
I will call your office in the next few days to set 

Kind 

up a time to meet. 

",', 

.~'~ . ..' : 
,- ..~ 

... .. 
,; 
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