Holding Patients Hostage:
The Unhealthy Alliance Between HMOs
& Senate Leaders

Executive Summary

Thistimely new Public Citizen investigative report documents how campaign cash -- particularly
unlimited soft money contributions-- has cemented an alliance between pro-managed careinterestsand
Senate leaders that has thwarted strong new patients rights protections supported by the majority of
Americans. Drawing upon interviews with key lobbyists, Capitol Hill staff and written sources, the report
detail s the intimate working rel ationshi ps between two top pro-managed care trade associationsthat are
major campaign contributors to the Republican Party -- the Blue Cross and Blue Shield Association and
the National Federation of Independent Business.

Thereport revealsthe extraordinary range of pressures Senate Mgjority Leader Trent Lott (R-
Miss.) and Assistant Mgjority Leader Don Nickles (R-Ok.) have deployed to keep reluctant Republican
senatorsin line. And based on anew Public Citizen andlysis of political contributions deta, the report lays
bare the financial tiesthat bind the “iron triangle” of pro-managed care contributors, their lobbyists and
Senate Republican leaders that has worked in concert against strong patients' rights legisation.

Senators L ott and Nickles represent the last bastion of HM O resistance to public regulation of the
managed care industry, which most Americans blame for decreasing the quality of health care. In 1998,
Lott and Nickles prevented the Senate from even considering the patients’ bill of rights. In 1999 they
dteered areatively weak patients' rightshill through the Senate by anarrow margin. Only two monthsl|ater,



the House of Representatives -- including athird of the Republicanswho defied their leaders -- decisvely
passed strong legidation. Today, Senator Nickles chairs the climactic House-Senate Conference on the
patients rightshills. He often makes pess mistic statements on the outlook (he recently told Congressiona
Quarterly magazine, “It’ snot ahigh probability to even have asuccessful conference.”*) while hispro-
managed care aliesfight to kill any legidation.

Among the report’s highlights:

I Members of the pro-managed care Health Benefits Coalition (HBC) has given more than $14
millionin campaign contributionsto the Republican Party and its candidates since 1995 (79% of
thetotal), according to new dataanalyzed by Public Citizen. Nearly 40% cons sted of soft money
donationsto the Republican Party. Senate Republican leaders L ott and Nickles have established
intimate “iron triangle” working rel ationships with two leading HBC donors/lobbyists: the Blue
Crossand Blue Shield Association and the National Federation of |ndependent Business (NFIB).

! The “Blues,” which comprise the nation’s largest provider of managed care services, have
dispatched Brenda Becker, their national PAC coordinator and akey lobbyigt, to serve as one of
asmall number of co-chairsfor mgor Republican Party fundraising events. She has responsbility
for soliciting millions of dollarsfrom the hedlth care industry and other businesses. Becker has co-
chaired the annual GOP House-Senate fundraising dinner for the last severd years. She co-chaired
the Republican National Committee’ sMgjority Fund in 1997 and again thisyear. And she has
persondly orchestrated “ L eadership PAC” fundraisersfor Lott and Nicklesaswell asgolf tourney
fundraisers; including an upcoming Nickles-sponsored event at the Republican Nationa Convention
in July. (See Appendix A for acomplete list of Becker’s fundraising activities.)

! NFIB, which chairsthe HBC, has emerged in recent years as apro-Republican eectora forceand
top strategic partner of the Republican congressional |eadership. NFIB-related lobbyists have
worked on an amost daily basiswith Nicklesand his staff in developing alegidative strategy to
blunt a strong patients' rights bill.

I According to interviews with congressiond staff and lobbyists, Senators Nickles and Lott have
employedavariety of strong pressures, including socia ostracism, on Republican senatorsto create
near-unanimous Republican support for a weak patients' rights bill. Nickles and Lott also
pressured four independent-minded senators into abandoning efforts at bipartisan compromise.

! According to various sources, including aleaked Health Insurance Association of America
document (see Appendix B), the Republican leaders came down hard on Senator Jm Jeffords (R-
V1.), Chairman of the Senate Health, Labor and Pensions Committee, for working with ranking
Democratic Senator Ted Kennedy (D-Mass.) to produce a bipartisan bill.

I Senator John Chafee' s(R-R.1.) effortsto carve out an independent position with Sen. Bob Graham
(D-Fla.) were met, according to hisformer aides and others, with exclusion from various Senate
Policy committee briefingson patients' rightsissuesand severe ostracism by senior GOP Senators.

I Senators John McCain (R-Ariz.) and Peter Fitzgerad (R-111.) did not appear at apress conference
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toddliver their scheduled endorsement of alast minute Chafee-Graham compromisebill because
theleadership warned them off, asaformer Republican aiderevealed and Sen. Nicklesdid not
deny.

The HBC and other managed care interests have given nearly $21 million in campaign contributions
since1995. Asthepatients’ bill of rights debate took off in 1997-98, contributionsfrom the HBC
jumped 18% over 1995-96 -- despite the general decreasein campaign contributionsfrom the
presidentid to the congressiona dection cycle. Republicans have regped the overwheming share
of HBC contributions in recent years. From 1997 through 1999, Republicans harvested $8.9
million -- 81% of total pro-managed care contributions.

Unlimited soft money donationsto Republican Party committees, especialy congressional ones,
have become increasingly important. HBC soft money to Republicans jumped from $1.8 million
in 1995-96 (a presidential and congressional election cycle) to $2.6 million in 1997-98 (a
congressiona election cycle) -- anincrease of 50%. The share of soft money going to Republican
congressional committees rose from 45% to 61% as debate over patients' rights heated up. (See
Appendix C for achronology of legidlative activities and large soft money contributions.)

Thereport concludesthat the strong body of evidencelinking pro-managed careindustry campaign
contributionswith Senators L ott and Nickles' strenuouseffortsto defeat popular patients' rightslegidation
highlightstheneed for campaign financereform. The M cCain-Feingold bill would ban unlimited corporate,
unionand individua “ soft money” contributionsto palitica parties, such asthe $5.3 million givenby HBC
membersto Republican Party committeessince 1995. SenatorsL ott and Nicklesare major impediments
to such reform, just as they are the chief impediments to a pro-consumer patients' bill of rights.

A seriesof Tablesand Appendices presents dataon managed careinterests political contributions
and fundraising activities, and key congressional developments on patients' rights legislation.
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Introduction: Patients and Politicians

"We have a political problem because we have an image problem.
In pollswe're right down there with tobacco companies.”

Ben Singer, Vice-President of Public Relations,
Pacificare Health Systems, the nation’s 5th largest
HMO?

Oneof themgjor palitica issuesinthe 2000 eection isthat of assuring patients' rightsto adequate
medica carefrom their Health Maintenance Organi zations (HM Os) and other managed care companies.
Thisreport documents how esca ating campaign contributions-- particularly soft money -- have cemented
apolitica dliance between Senate Republican leaders and the managed careindustry anditsbusinessdlies
that has stalled popular patients’ bill of rightslegidation for morethan two years. It detallsthe critical roles
played by Senate Mgority Leader Lott and Assstant Mgority Leader Nicklesin blocking strong patients
rights legidation.

In October 1998, the Republican leaders succeeded in preventing afull Senate vote on a pro-
consumer patients' bill of rights. In July 1999, Lott and Nickleswithstood public pressurefor astrong hill,
mobilizing al but two Republican senatorsto passawesker measure by anarrow 53-47 margin. Lessthan
two monthslater, the House of Representatives, including 68 Republicans, defied its Republican leadership
and passed astrong patients' rightshill 275-191. AsChairman of the ongoing House-Senate Conference
on patients' rights legislation, Nickles will have a major influence over the outcome of the Conference.

Over thelast decade* managed care” (hed th insurance and service ddivery mechanismsthat limit
consumer choice to keep costs down, including HMOs, point of service plans and preferred provider
organizations) hastransformed the privateinsurance market. By 1996 about 73% of Americanswho had
employer-sponsored health insurance were enrolled in managed care plans as opposed to previously
dominant fee-for-service plans, which maximized consumer choice.® But the consequences of managed
care have triggered broad public resentment.

“ Americans continueto expressgenerally negative views about managed care,” Kaiser Family
Foundation analysts observed in February 2000, reviewing surveysit had conducted with the Harvard
School of Public Health since September 1997. Over thisperiod, mg orities consi stently complained that
HM Os and other managed care plans decreased the quality of hedlth carefor the sick, madeit harder for
them to see specialists, and decreased the time doctors spent with patients. The public (Republicans,
Democrats and Independents alike) overwhelmingly supported comprehensive consumer protection
legidation, including the right to sue health plans for malpractice. Even though support for specific
protectionsdropped by about 20 percentage pointswhen estimated annua costs of $200 per family were
mentioned, “a pluraity or mgjority still favor[ed] each of the protections.”*
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And the cost of protection became less of a caveat over time. In December 1999, 53% of
respondents said that even with the additional premiums, they favored astrong patients' bill of rights,
including theright to sue health plans. Only 31% disagreed. Despite amgor public relaions campaign by
the managed care industry in 1998-99, 48% of those questioned thought |egidation was needed more
urgently than when the debate first began and another 40% thought it was about as urgent now.>

Reacting to increased public dissatisfaction with managed care, theissue of patient protection
legidation began to pick up steam in 1996 when Congress passed alaw requiring minimum hospita stays
for new mothers and their babies. That same year, bipartisan bills were introduced to ban “gag clauses’
in managed care contracts that limited what physicians could discuss with patients.®

In February 1997, Sen. Ted Kennedy (D-Mass.) and Rep. John Dingell (D-Mich.) introduced the
“Patient’ s Bill of Rights Act.” Two months later, Rep. Charles Norwood (R-Ga.) and Sen. Alphonse
D’ Amato (R-N.Y .) introduced the Patient Accessto Quality Care Act (PARCA), which notably included
the right to sue empl oyer-sponsored managed care plansin state courts for denid of necessary care. Under
thereigning interpretation of the Employee Retirement |ncome Security Act (ERISA) governing such
employer plans, statetort sanctionsfor injuries, including compensatory and punitive damages, were pre-
empted by federal law, which lacks such strong remedies.

During thelast two years, Congress hasintensely debated two different approachesto regulating
managed care. One, represented by the House-passed Norwood-Dingell bill (H.R. 2723, the“Bipartisan
Consensus Managed Care Improvement Act of 1999”), would extend a broad range of substantive
protectionsto approximately 161 million people covered by ERISA private employer, state and local
government, and individua managed care and fee-for-service plans. Included are such rightsasaccessto
thenearest emergency room, clinicd trials, out-of-network providersand off-list prescription drugs. In
addition, women and children would be guaranteed accessto obstetricians, gynecol ogistsand pediatricians
directly rather than through gatekeepers. “ Gag rules’ preventing providers from discussing expensive
treatmentswith patientswould be prohibited. Thebill would aso provide for independent, externd review
of clamsof denid of medicaly necessary benefits. Finaly, Norwood-Dingell would changethelaw to alow
the 123 million people under ERISA to suefor damagesin state courtsfor denid of care. Mgor organized
groups supporting the Norwood-Dingell bill includethe American Medical Association (AMA) and many
other health professions’ groups, disease groups, the AFL-CIO, consumer groups, and the Association
of Trial Lawyers of America.

The Senate-passed Republican dternative (S. 1344, the* Patients Bill of RightsPlusAct”) would
extend many similar, though sometimes narrower, benefit protections-- but only to 48 million people. This
isthe minority of ERISA-covered workerswho arein employer “ sdf-insured” plans, which are exempted
even from theirregular patchwork of state laws mandating benefits on health plans. Exceptionadly, one
provision of the bill would alow overnight stays after breast cancer surgery and another would prohibit
gendic discriminationin enrollment and premiums; both would apply to the broad insured population of 161
million. The Republican bill aso containsan externa review procedurefor the 123 million people under
ERISA, but the hedlth plan selectsitsown reviewer and the reviewer could only decidewhether the plan
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followed its own definition of medicaly necessary care. Mot important, there would continue to be no right
under ERISA to suefor full damagesin state courts. Key groups behind the GOP' slegidationinclude
managed care and health insurance companies and business trade associations.

Severd factorshelp explain why, after three years of debate, Congressin generd and the Senate
inparticular havetill not responded to popular demandsfor patient protections. Thedidike of government
regulation runs strong among Republicans and especiadly among their legidative leaders. Sen. Nickles, for
example, acknowledgesthat consumers are experiencing problemswith managed care, but has argued that
the marketplace should solve them. “I’m not sure you need alegidative solution,” he observed.” “I'm a
strong proponent and abeliever inthe free-enterprise system. I’'ve beeniinit dl my lifeand | loveit.”® Nor
can one neglect the enormous sumsthat the main pro-managed care coalition has spent on lobbying --
$148 million in 1997-98 alone -- in the period when it opposed strong patients’ rights legidation.® In
addition, the coalition and its members have spent tens of millionsof dollarson issueand image-burnishing
ads, much of it in an effort to provide “political cover” for sympathetic Republican legislators.'

Still, asthisreport makesclear, thereisastrong body of evidencethat large, pro-managed care
campaign contributionsto the Republican Party, amplified by unusually close collaboration between key
donors and the Senate Republican leadership, have played acritical rolein the staling of managed care
reform.
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Special Relationships:
The Blue Cross and Blue Shield Association, National Federation of
Independent Business, and Senators Lott and Nickles

As congressiona debate intensified in early 1997 over proposed federal patient protection
legidation, leading representatives of the managed careindustry and businessbegan meeting regularly to
coordinate their efforts.** In January 1998, 31 managed care and business groups formed the Health
Benefits Codition. The HBC announced “a campaign against excessive and costly government mandates
on employersand hedlth plans,” warning that “ prescriptive federa legidation in thisareawill backfire --
increasing hedlth care costs and driving up the number of uninsured Americans.” 2 Among its members
were such high-powered corporations and trade associations as. Aetna-U.S. Healthcare, American
Asociation of Health Plans, Blue Cross and Blue Shield Association, The Business Roundtable, CIGNA,
Health Insurance A ssociation of America, Humana, National Association of Manufacturers, National
Federation of Independent Business, Prudential and the U.S. Chamber of Commerce.

Table 1 showsHBC contributionsto Republican candidates and committees. Two of thetop three
HBC contributors during the patients’ rightsfight, which brokeout in 1997-99 were the Blue Crossand
Blue Shidd Association and the NFIB, which chairsthe HBC. Together, as Table 1 shows, they provided
about athird of total HBC contributions to Republicans -- $2.9 million out of $8.9 million.

Both associations have extremely closereationships with Senators L ott and Nickles, which enabled
them to further enhancetheir influence and that of other HBC donorsin the patients' rightsfight. Inthecase
of the NFIB, the relationshi pswere founded on the broad political roleit played in the Republican Party;
regarding the Blue Cross and Blue Shield Association, therel ationship was based onitsgeneral rolein
fundraising for the Republican Party, and more specificaly for Lott and Nickles. The NFIB useditspoalitical
influenceto enter into astrategic aliance with Lott and Nickles on managed care; the Blue Crossand Blue
Shield Association used its fundraising power to get Lott and Nickles energized on behaf of its economic
interests.
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Table 1: HBC Member Contributions to Republicans (1997-1999)
Affiliate 1997-1998 1999 1997-1999 Total
Aetna Inc $206,760 $77,700 $284,460
American Assn of Health Plans $99,891 $32,750 $132,641
American Automobile Manufacturers Assn $69,300 $250 $69,550
American Insurance Assn $375,509]  $139,965 $515,474
Associated Builders & Contractors $1,057,984] $278,250 $1,336,234
Blue Cross/Blue Shield $1,070,714] $472,667 $1,543,381
Chamber of Commerce of the US $56, 250 $92,697 $148,947
CIGNA Corp $583,985 $194,725 $778,710
Food Distributors International $204,450 $55,450 $259,900
Food Marketing Institute $532,727]  $208,557 $741,284
Health Insurance Assn of America $157,524 $54,911 $212,435
Healthcare Leadership Council $69,427 $3,600 $73,027
Humana Inc $110,850 $10,000 $120,850
International Mass Retail Assn $18,460 $2,500 $20,960
National Assn of Health Underwriters $20,164 $3,500 $23,664
National Assn of Manufacturers $23,500 $7,000 $30,500
National Fedn of Independent Business $1,146,336] $163,292 $1,309,628
New York Life Insurance $369,899]  $131,350 $501,249
Premier $2,250 $0 $2,250
Prudential Insurance $290,625]  $120,300 $410,925
Society for Human Resource Management $6,265 $5,330 $11,595
United HealthCare Corp $305,300 $49,050 $354,350
Totals $6,778,170] $2,103,844 $8,882,014

Source: Center for Responsive Politics data (www.opensecrets.org) analyzed by Public Citizen. The data in
Table 1 and successive tables reflects all data available electronically from the Center for Responsive Politics
as of February 1, 2000. Since some 1999 reports were not yet available, data for 1999 is incomplete.

Blue Cross and Blue Shield Association

The Blue Cross and Blue Shield Association isthe trade group for independent Blue Cross and
Blue Shield member planswith combined annua revenues of at least $80 hillion. The plans comprisethe
nation’ s largest provider of managed care services. Overal, the Blues service 75 million health care
customers. More than 52 million people -- roughly onein six Americans -- are enrolled in a Blue Cross
and Blue Shield managed care plan.*®

Lessof asoul mateto the Senate Republican leadersthan the NFIB, the Bluesare still extremely
closeto them dueto their specia role asageneral fundraising powerhouse for party committees aswell
asfor Lott and Nicklesthemsalves. And they clearly percaived thisrole as benefitting their anti-regulatory
interests.
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To begin with, since 1995 the Blues have provided $2.5 million of the $14.2 million Republicans
have received from HBC members (see Table 2 and Table4 on p. 15). Inaddition, aparticularly high
percentage of the Blues' total campaign contributions -- about 50% -- camein the form of soft money to
Republican Party committees(see Table 3). (Soft money isthe unlimited contributionsto political parties
from corporations, unionsand individuals.) Moreover, the Associ ation’ ssoft money donationsrose 20%
from the 1996 cycleto the 1998 one at atime when total soft money donationsfrom all sourcesto the
political partiesdeclined 16%. SenatorsL ott and Nicklesare heavily involved in raising and benefitting
from party soft money (see pp. 19-20 below).

Table 2: Blue Cross & Blue Shield Contributions (1995-1999)

Year Republicans Democrats Total
1995-1996 $939,158 (65%) $505,089 (35%) $1,444,447
1997-1998 $1,070,714 (67%) $528,626 (33%) $1,599,590

1999 $472,667 (70%) $197,721 (29%) $670,888

Total $2,482,539 (67%) $1,231,436 (33%) $3,714,925

Source: Center for Responsive Politics data (www.opensecrets.org) analyzed by Public Citizen.

Table 3: Blue Cross & Blue Shield Soft Money Contributions (1995-1999)

Year Republicans Democrats Total
1995-1996 $438,908 (76%) $139,635 (24%) $578,543
1997-1998 $524,625 (76%) $163,375 (24%) $688,000

1999 $248,445 (74%) $87,750 (26%) $336,195

Total $1,211,978 (76%) $390,760 (24%) $1,602,738

Source: Center for Responsive Politics data (www.opensecrets.org) analyzed by Public Citizen.

Soft money donationswere often made at strategic times. For example, on February 27, 1998 --
amonth after the formation of the HBC, two weeks after Senator Nickles had composed his hedlth care
task force, and four months after Senator Lott’s appea to managed care intereststo “ Get off your wallets’
-- the Associ ation gave $100,000 in soft money to the Republican Senate/House Dinner Trust, whilethree
affiliates gave an additiona $20,000 to the RNC." Brenda Becker, vice president of congressional
communications and PAC coordinator for the Blues, wasforthright in explaining afew monthslater what
the Association expected fromits Republican recipients, “ We are giving more to Republicans because
they’ ve been carrying our water on alot of issues and they are also in the majority.”

Very importantly, as part of her work for the Blue Crossand Blue Shidld Association, Becker has
raised subgtantiad sumsfor the Republican Party for yearsfrom the hedlth care sector, aswell asfrom other
industries in which she has connections. Sheisone of asmall select group of Washington insderswho
routinely serve as co-chairsfor major Republican fundraising events.'” “1 pick up the phoneand call people
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and makethem aware of afundraising event, and hopefully, they will attend,” Becker said. “Doll cal hedth
carecompanies? Absolutely. But, wea so have abroad group of people who we know and who we have
relationships with.” 18

Again, Becker is candid about how her fundraising redounds to the political benefit of her
Association. * Basically it helps us stand out as a player and demonstrates our support of friends and
people who believe in the mechanisms of the market place,” she said (emphasis added).*®

Becker further noted that she has co-chaired the annual GOP House-Senate dinner, the party’ s
largest annud fundraising event “for the past four to Six years.” AsWashington co-chair of the June 1998
dinner with Richard Creighton of the American Portland Cement Alliance, Becker’ sjob wasto corra
money from hedth care groups, insurers and hedlth care providers. She helped to collect over $10 million
inasingle evening.?® Shewas al so Washington co-chair, with Creighton, of the June 1999 dinner, which
raised $9 million.?*

In 1997, she served as co-chair of the Republican Nationd Committee sMgority Fund. Thefund
boasts almost 100 PACs, many of which contribute $15,000 ayear in hard and soft money. Shetook on
theassignment again for theyear 2000 with co-chairsRichard Creighton and former Indianasenator Dan
Coats.?

At thisyear’ s Republican Nationa Convention, to be held in Philadelphiaon July 31 to August 3,
Blue Cross and Blue Shield is expected to be on hand to assist Nickles, an avid golfer, in holding agolf
tourney for GOP party contributors. “The conventionsarelikethe Super Bowl of fundraising,” said Robert
A. Rusbuldt, the chief Republican lobbyist with the Independent Insurance Agents of America. “It'san
opportunity for members and party committees to engage in fundraising on amassive scale.” %

Furthermore, Becker hasa so provided direct fundraising assistanceto Senators L ott and Nickles
during thiscritical period for the managed careforces. In thewinter of 1998, she helped organize alarge
golf fundraiser for Nickles Leadership PAC at the Doral Hotel in Miami.?* On April 21, 1998, she
orchestrated afundraiser for Lott’ s PAC at the Washington Hyatt Regency. The event, which wasto
celebrate Lott’ s 25" year in Congress, raised more than $1 million. While the dinner was organized by
several dozen lobbyists, Becker and Dirk Van Dongen, president of the National Association of
Wholesa ers-Distributors, led that team.? In addition, on October 6, 1999, Becker co-hosted, along with
Dirk Van Dongen and Michael Boland, aformer L ott aide now with Boland and Madigan, adinner party
for Lott that brought in roughly $800,000 to be divided between the senator’ s campaign coffers and his
L eadership PAC.%

Blue Cross and Blue Shield also forayed into fundraising for House GOP |eaders, who were
attempting to beat back managed care billsamong their own members. In September 1998, Becker was
among a select group of Washington lobbyists tapped by the National Republican Congressional
Committeeto help raise $37 million for variousissue-advertising campaignsto aid House membersand
GOP challengers. On Sept. 15, 1998, NRCC Chairman John Linder (R-Ga.) and House Mg ority L eader
Richard K. Armey (R-Texas) met with ten or so lobbyists and asked them to persuade their clientsto
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attend a series of nationwide fundraisers. In addition to Becker, Gary J. Andres of the Dutko Group;
NicholasE. Calio of O’ Brien Calio; Bruce A. Gates of Washington Counsel; Edward W. Gillespie of
Policy Impact Communications; Timothy P. McKone of Davis, Manafort & Friedman; and Daniel P.
Meyer of the Duberstein Group were among those who met with Armey and Linder.?’

On February 23, 1999, Becker wasthe scheduled co-host of a$2,000-a-plate dinner for House
Speaker J. Dennis Hastert (R-111.).22 On October 5, 1999 -- two days before the House' s scheduled
debate on the leading pro-consumer managed care bill sponsored by Rep. Charles Norwood and Rep.
John Dingell -- Becker feted another exclusive $1,000-a-plate fundraising breakfast for House Speaker
Hastert. Other hosts of the affair were CIGNA Corp. lobbyist Art Lifson, Aetna lobbyist Jonathan
Topodas, Thomas Scully, president of the Federation of American Health Systems and health care
superlobbyist Deborah Steelman, whose client list includes Aetna, drug companies and managed care
providers.?®

For atimeline of significant fundraising activities by Becker and the Blue Crossand Blue Shield
Association see the chronology in Appendix A.

National Federation of Independent Business

Over thelast severd years, the NFIB has devel oped an extremely close working relationship with
the congressiona Republican leedership. A critica event wasits ability to mobilize many of its more than
600,000 small bus ness owner/members against the Clinton hedth care planin 1993-94 and to help GOP
leadersarticulate an effective political message. “ The success of the NFIB inthe Clinton Hedlth Care battle
trand ated into clear accessto the Republican leadership in both houses of Congressaswell assignificant
input into the policy agendaof the Republican Party,” concludes one scholar.® Thusthe NFIB isakey
participant in the Thursday Group, aregular meeting of pro-GOP interest groups convened by the heads
of the Senate Republican Policy Committee and House Republican Conference. Not only doesthe NFIB
put itsfinancial muscle into Republican candidates (only 5% of funds went to Democratsin the 1996
election), it extensively mobilizes its members to support its selections and has contributed to pro-
Republican election time TV and radio “issue ads.” 3

“The number oneinterest that ringsthe bell of the GOP leadershipisthe NFIB. The Republican
Party looksat small businessasbeingitscorecongtituency,” commented Thomas Scully, president of the
Federation of American Hedth Systemsand aformer White House aide to President Bush. “If the NFIB
had said, “We don't care about thisissue[of patients rights],” the GOP leadership would have been far
less aggressive in their positions.”?

In the fall of 1997, the NFIB’ s connection with GOP Senate |eaders began to pay off for the
managed careintereststhat it led as chair of the Health Benefits Coalition. As previously mentioned, the
principal managed care and business groups had been meeting regularly since about the beginning of the
year. Significantly, they had dubbed themselves*“the NFIB codlition” according to a October 22, 1997
memo from aHedth Insurance Association of America(HIAA) lobbyist to her supervisor that was lesked
to the press (see memo in Appendix B).*
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According to the memo, Lott’ saide, Keith Hennessey, had told the codition that Lott was* very
concerned” about “theissue of mandates, incremental reform, etc.;” thusHennessey would be “working
with House and Senate |eadership to coordinate the advocacy effort.” To the codlition, Lott conveyed an
appedl for financial support, “ Senator L ott also said that Senate Republicansneed alot of help from their
friendsontheoutsde. ‘ Get off your butts, get off your wallets.”” Hennessey specifically mentioned the need
for “employer/insurer grassroots’ lobbying. Extensive advertising campaigns ensued.®

I ncreased contributionswere also forthcoming. Aswe shal seein moredetail later (p. 15), HBC
contributions to Republicans jumped from $5.3 million in the 1996 election cycle (a presidential and
congressiond eection year when contributions run higher) to $6.8 million in the 1998 cycdle (acongressond
election when contributions typically decrease).

According tothe HIAA memo, NFIB lobbyist Mark | sakowitz subsequently informed the group
that he had been summoned to the Hill by staffersfor L ott, Nickles, House Speaker Newt Gingrich (R-Ga.)
and House M gjority Leader Armey. |sakowitz wasdirected to get the NFIB coalition to brief Republican
hedth legidative assgants, implement a“ heavy” grassroots|obbying effort againg the bill during Congress
winter recess, meet with groupsof senatorsto report on what each organization was doing to fight these
bills, and write* the definite piece of paper trashing dl these[patient protection] bills.” 1sakowitz' s* overal
impression” wasthat “the L eadership waslooking to signs of serious commitment on our part before they
go out on alimb.”*

Thiswas just the beginning of the NFIB-L ott-Nickles relationship on managed care. In January
1998, the NFIB formalized its role in the coalition against managed care regulation. Its Senior Vice-
President of Federd Public Policy, Dan Danner, moved into the position of chairman of the newly-created
Health Benefits Coalition.

The next month, Senator L ott selected Senator Nicklesto head a Senate Republican hedlth care
task force. Itsmissonwasto sudy theimpact of avariety of regulatory proposasinvolving managed care.
Asaformer smal-businessman with degp rootsin Oklahoma sail patch, Nickles philosophy particularly
resonated with that of the NFIB. At variouscrucia junctures during the managed care reform debate,
press releases on his Senate web site show, Nickles conducted press conferenceswith the NFIB at hisside
to argue against new managed care standards.

Directingthe HBC lobby, the NFIB becameintimately invol ved with Nickles on behalf of managed
careinterests. Veteran NFIB heavy-hitter | sakowitz strategized frequently with Nickles and his staff during
the hedlth care debate. “Hetaksto Nickles saff every day,” said asource closeto Isskowitz. “Mark isvery
smart and hard-working. The Republican leadership knows him well and has alot of trust in him.”%

| sakowitz had played akey rolein hel ping derail President Clinton’ shealth care proposal in 1993.
After four yearsat the NFIB, heleftin November 1997 to become aname partner in hisown lobbying firm.
In 1998, he was hired as an outside consultant by the Health Benefits Codition, which the NFIB chairs.
For the HBC, Isakowitz' s assignment was to continue to work on the campaign against managed care
reform. Isakowitz “was very involved” in that lobbying campaign, said Dan Danner. “He served asa
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communication hub.”®

Asanother example of the close relationship between NFIB and Nickles office, Nickles legidative
director Diane Moery had previoudy worked at the NFIB asalobbyistin 1995. Sheleft Nickles officein
February 2000 to work with Isakowitz in his lobbying firm.%®

Public Citizen’s Embargoed for Release
Congress Watch 9 Until 10:00 a.m., April 5, 2000



The Leaders Pressure Their Party

"What's impressive to me is that we're sticking together.”

Senator Bill Frist (R-Tenn.) quoted during climactic July
1999 Senate votes on Republican patients
rights proposal s

Nothing indicatestheinfluence of theincreasingly generous pro-managed care donorsand their
gpecid intermediaries on Senators Lott and Nickles morethan Nickles' strenuous efforts -- againgt popular
opinion -- to mobilize needed support from hesitant Republican colleagues.

A leading politica scientist haswritten, “Party campaign efforts on behdf of individud candidates
and el ection-agenda setting efforts encourage legidatorsto votefor billsthat are at the core of their party's
agendawhen Congressisin session.”* Congressional party |eaders/fundraisers possessimportant levers
of influencefor mobilizing reluctant followers behind adonor-influenced agenda. They may invokethe
“carrot” of needed campaign assistance. Or they may rely onthe* stick” of their control of daily legidative
businessand their ability to shapethe party's core agenda. Here ishow the process unfolded in the Senate
during the patients’ rights battle.

Nickles Steers the GOP Health Care Task Force

Following his gppointment by Lott in February 1998 to chair the Senate GOP hedlth caretask force,
Nickles proceeded to work closely with business, HMO and insurance |obbyists to block a variety of
managed carereformbills, according to lobbyistsand Republican and Democratic aides. Pressstatements
issued by Nickles' office announced that the mandate of the task force, at “the very minimum” wasto
“ensurethat Congress, initshaste to do good, does not cause an increasein the costs of hedth insurance”
andto* protect consumer quality by ensuring that the best possible caretakers are monitoring the quality of
(Americans') health care,”* among other issues.

Over the next few months Nickles, aong with other task force members -- including Republican
Sens. John Chafee of Rhode Idand, Susan Collins of Maine, Bill Frist of Tennessee, Chuck Hagel of
Nebraska, Bill Roth of Delaware and Rick Santorum of Pennsylvania -- held a series of non-public
meetingsand conferencesat which “leading hedlth care experts” were“interviewed.” Theprocesswasall
part of an endeavor to “take ahard, honest look at issues of hedlth care qudity,” various pressreleasesfrom
Nickles' office stated.*

But to agreat extent, the task force relied heavily oninformation supplied by those groups opposed
to most -- if not all -- measures being proposed by health care reformers, according to interviews with
severa sources. “ Therewere many meetings of Senate GOP heath caretask force staff at which corporate
(insurance and business) typeswere handpicked to provide briefings,” said aformer Republican Senateaide
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involvedinthetask force. “They were spoon-fed by theindustry the entiretime. No question about it. The
task force did not spend any time with patient or consumer groups.”*

Whilethe American Medical Association made one presentation to the task force, itsrequestsfor
additional participation wererefused. Said Jim Smith, aWashington lobbyist withthe AMA, “It' ssafeto
say task force memberswere pretty one-sided about who they consulted with. We petitioned Sen. Nickles
again and again and again to meet with usto share our concernsabout crafting apatients’ bill of rights. They
(Nickles staff) just never found away to put the two of ustogether despite our many requeststo do so.”#

By contrast, Dan Danner, head of the Hedlth Benefits Codlition, said hisgroup, in additionto efforts
by individual members, provided numerousbriefings, fact sheets, surveysand studiestothe GOPhedth care
task force.®® Over the next several months, Nickles emerged from hiswork on thetask forcefromtimeto
timeto hold press conferences with representatives of the NFIB, theU.S. Chamber of Commerce and the
Small Business Survival Committeeto warn of theill-effectsthat managed carereformwould have onthe
ability of employersto provide health insurance.

On July 15, 1998, Nickles and other members of the Senate Republican health care task force
unvelled their own bill. Thiswas essentidly therdatively weak patients rightshill that the Senate would pass
ayear later with “tacit support from the business community and insurers.” Althoughthe HBC said it was
“deeply disgppointed” that the proposd “included government mandateswhichwill only increesehedth care
codts,” it consoled itsdlf that it avoids the many excesses of Kennedy-Dingell [the Democratic dternative],
which could createamonstrous new bureaucracy in Washington and anew pot of gold for trid lawyers. Our
codlition will vigorously oppose any efforts to expand liability to health plans and employers.”#

Nickles current senior policy advisor, Stacy Hughes—the senator’ s point person on patients’ rights
—did not return phone callsto comment on the activities of the task force, aswell asto answer additiona
guestions about Nickles positions on managed care reform.

Shutting Down Senator Jim Jeffords

In late 1997, Senator Jim Jeffords (R-V1t.), chair of the Senate Health, Education, Labor and
Pensions (HEL P) Committee, set to work on ahill that would impose federa standards on managed care
plans. From August to September 1997, according to a Senate aide, Jeffords teamed with Senator Edward
Kennedy, theranking Democratic minority member of the HEL Pcommittee, to put together abipartisan bill.
In October, Jeffords unveiled adraft of the” Quality Bill,” which would require health plansto open up
accessto specidty careby providing out-of-network referrasat no additional cost; not discriminate based
on aperson’ s hedlth status; apply the * prudent layperson” standard in covering emergency room care; set
up an externd qudity assurance program; ban gag clauses on doctors, freeing them up to discuss treatment
options with their patients; and allow women direct access to OB/GY Ns.*®

AsaHouse member from 1975 to 1988, Jeffords had been well known as an independent voice.
He has maintained this reputation in the Senate with amoderate stance on such matters as the environment,
education, civil rightsand gay and |eshian issues. He was the only Republican to cosponsor the Clinton
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adminigration’ s sweeping hedlth careinitiativein 1993. During the course of his 1997 work on the draft of
the” Qudlity Bill,” Jeffords stressed thet * managed care regulation will be an unavoidable and necessary issue
for Congress to address during the next legislative session.”*°

But as JEffords seniority hasincreased inthe Senate, particularly with his 1997 moveinto thechair
of the HEL P commiittee, the “ Republican |eadership hastried to keep him on atight leash,” said aformer
aide to the senator. “There has been more pressure on him to conform.”°

“A day came when Jeffords said publicly that we would have a (bipartisan managed care) bill
introduced and out of committee by October 1997. The leadership came down on him likeaton of bricks,”
said awell-informed Democratic Senate aide.™ “As soon as he conveyed the seriousness of hisintents, the
leadership shut the processdown. Literally, thingscameto ahalt. Thiswasthe pivotal point at whichit
became clear that Senator Jeffords wasin hock to the leadership.” According to thisaide, Jeffords saffers
were sointimidated by theleadership’ smandate to shut down bipartisan negotiations, they stopped virtudly
all discussions with Kennedy’ s staff.

In the opinion of aformer Republican Senate aide deeply involved in health issues, Jeffordswas
compelled to participate in the GOP leadership’s health care agenda because “he’'s boxed in by
conservatives on his committee.” >

Both staffers’ perspectivesreceive support from the leaked October 1997 internal HIAA memo
which highlighted Senator L ott’ srole. In her summary of the NFIB codition” meeting with anaideto Lott,
the HIAA daffer wrote: “ L ott told Senator Jeffordsthat he could not introduce his* Qudity Bill” thissesson
and was advised to work lesswith Sen. Kennedy and more with hisfellow Republicansonthe Senate L abor
Committee. Sen. Lott hasa so spokenwith al Republicans on the Senate L abor Committee and told them
to get involved and express their concerns [to Jeffords].”>3

OnMarch 18, 1999, by aparty-linevote of 10to 8, the Senate HEL P committee gpproved the bill
written by the GOP health caretask force and sent it to the Senate floor. During the 13-hour markup of
the GOP version, al 18 amendments offered by committee Democrats were defeated by party line votes.
At various pointsthroughout the process, L ott and Nicklesand their staffs undertook the unusual action of
standing in the back of the room to enforcethe party vote, several sourcessaid.> “Theleadership staff,
primarily Nicklespeople, dso saffed other GOP membersby answering their questions, talking to the press,
efc.,” various sources at the markup said. “During markup, Stacy Hughes (Nickles' senior policy advisor),
held court.”>

Ostracizing Senator John Chafee

The most visceral enmity within GOP leadership ranks was targeted at Sen. John Chafee, a
moderatefrom Rhodeldand. 1n 1994, Chafeeled abipartisan “mainstream codition” which attempted to
passincremental health reform measures after the demise of Clinton’s plan to achieve comprehensive
overhaul of theindustry. Again, in November 1997, Chafee formed a bipartisan Congressiond Task Force
on Hedlth Care Quality with Sen. Joseph Lieberman (D-Conn.) and Reps. Nancy Johnson (R-Conn.) and
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Benjamin Cardin (D-Md.). Itsmandate wasto study the various proposed requirements on managed care
plans.

Chafee said heinformed Senate Mgority Leader Lott that hewas organizing thetask force. “I don't
find mysdlf in conflict with theleaders. | don’t think anyone objectsto our trying to educate ourselves.”*
But, that move and othersto come resulted in Chafeg' s ostracism by senior party ranks, leading to intensdly
bitter rel ationsthat prevailed throughout the patients' rights debate and up until thetime Senator Chafeedied
in October 1999.

Chafee was marked by the GOP leadership to be “ sugpect from the get go,” declared aformer aide
to the senator. When Nickles appointed Chafee to his newly-formed GOP health care task force in
February 1998, it was an attempt to co-opt him, according to the aide. “1’ m not sure how anxious they
(GOP |eadership) wereto have his participation.” > After all, Chafee had dready committed himself toa
bipartisan approach through the congressional task force.

In July 1998, right after the Nicklestask force brought forth aRepublican bill, Chafeeand Sen. Bob
Graham (D-Fla.) introduced a bill intended to be acompromise between the Democratic and Republican
Senate proposals. The Chafee-Graham plan -- the “Promoting Responsible Managed Care Act” --
included many of the key benefit protectionsin Democratic plans and would have allowed patientsto sue
insurers and HM Os for economic damages, but not for pain and suffering or punitive damages.

As GOPleaders began to movetheir bill towardsthe Senate floor in the spring of 1999, Chafee's
health care legidative assistant LisaLayman attended a patient rights' briefing session called by Chris
Jennings, specid asssgtant totheWhite House on hedth policy. Also, on hand werevarious Democratic staff
ass stants and representatives of the AMA. Layman wasthe only Republican representative at the mesting.
“Chafee and his staff paid apricefor it,” said a Rhode | land managed care reform lobbyist who knew
Chafee well and attended the meeting. “Nickles staff became very demeaning” to the senator and his
legidlative aides.®

Subsequently, another former aide rdlated, Chafee and his Saff faced continued dienation from GOP
leaders. At meetings, conferences and floor debates, they received congtant off-the-cuff remarksfrom other
members and staff for not being “team players’ supporting the leadership’sagenda. When the Senate
Republican Policy Committee conducted various briefings on the patients' bill of rights, Chafee was
intentionally excluded from the sessions.*

“When Senator Chafee had adifference of opinion with his colleagues, he embraced them till and
tried hisbest not to dlienatethem. | felt [GOPleadership and their supporters] were constantly demeaning
his position. And I think it was uncomfortable for him,” this aide added.®

Chafee himsdlf shared thesefeelingswith the aforementioned Rhode Idand lobbyist. Thiswasthe
first time ever inthelobbyist’ shistory of dedingswith the Senator on amyriad of issuesthat he had been
made privy to such indde admissions. “The Senator, in apassing reference, verbaly expressed his disgust
to me. Hewas grossly offended by the treatment of the Senate GOP |eadership given his 20 years of tenure
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in the Senate.” ®
Added aformer Chafee saffer: “ No one can appreciate the extent to which pressure can be brought
on by peers. It salonely, isolating fedling; avery dienating experience.” % Thelesson was presumably not

lost on other Republicans weighing their patients’ rights positions.

Corralling Senators John McCain and Peter Fitzgerald

Asthe Senatefloor debate drew to aclose with aprospective narrow victory for the Republican
bill, Senators Chafee and Graham tried to broker alast-minute bipartisan compromise. They offered a
version of their previoushill allowing patients to sue managed care plansfor non-economic and punitive
damages, but capping those damages at three times the economi ¢ damages or $250,000, whichever was
greater. With half adozen Democrats on board, Chafee sought to gather Republican support for the plan
and obtained Sen. Arlen Specter’s (R-Penn.) cosponsorship. On July 15, 1999, a press release at the
Chafee-Graham news conference stated that Sens. John McCain (R-Ariz.) and Peter Fitzgerdd (R-111.) dso
would appear to back the compromise.®®

However, McCain and Fitzgerald were not at the news conference. “ The night before the press
conferenceto unveil the agreement, M cCain and Fitzgerald were pulled back by Republican leadership and
weretold ‘Don’t go to that thing. It wouldn't be good for you,”” said aformer Republican Senate aide.®

Thosetwo Republican senators support of the potentia bipartisan compromise could have helped
to“ generatemomentum for real change,” Mike Dorning, aWashington bureau reporter for the Chicago
Tribune, wrote on July 18, 1999, “[Chafee and Graham] thought they had fellow GOP Sens. Fitzgerdd and
John McCain of Arizonaon board. Senate Whip Don Nickles acknowledges Fitzgerdd and McCan were
talked to when it looked like they would join the compromise. And when asked about those discussions,
Nickles gave only acryptic smile.”®

Fitzgerad claimed he ultimately decided not to join in the compromise becauseit failed toinclude
two hedlth caretax breaks hefavors. theexpanson of the tax-free medica savings account pilot program
and immediate full deductibility for health insurance premiums paid by self-employed people.®®

“More than that the public may never know,” Dorning wrote.

The Chafee-Graham proposa went on to fail when the senators were unable to secure the 51 votes
needed to force a vote on the measure.

OnJuly 18th, by avote of 53 to 47, Republicans passed their ownless consumer friendly version
of thepatients’ bill of rights(S. 1344). Sens. Chafee and Fitzgerald were the only Republicansto break
ranksto opposethemessure. Inexplaining hisvote, Fitzgerad cited hisagreement with the Democratic push
to repeal thefederd law that givesimmunity from lawsuitsto managed care organizations. That position,
Fitzgerad explained, was consistent with his belief in laissez-faire principles. “HMOs' care could be
improved if HMOs were not shielded from the consequences of any negligent behavior. A morefree-
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market way to addressthiswould be to have adownside for any rogue behavior,” Fitzgerad said after the
vote.®’

However, the Chicago Tribune' s Dorning wrote that Fitzgerald’ swillingnessto break with party
leaders*|eaves unclear how much courage he puts behind those convictions’ given hedid not support the
earlier Chafee-Graham proposal “that might have really unsettled the strategy of the GOP.”

Just beforethefinal vote, Senator Frist remarked, “What' simpressiveto meisthat we' resticking
together.”®®
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Contributions from Managed Care Interests

“We are giving more to Republicans because they’ ve been carrying our water on a
lot of issues and they are also in the majority.”

Brenda Becker, Vice President of Congressional

Communications and PAC Director, Blue Cross and
Blue Shield Association™

The Contributions

Why have Senators L ott and Nicklesworked so closdly and continuoudy with the HBC and itskey
NFIB and Blue Cross and Blue Shield Association operativesin behaf of itspro-managed carelegidative
agenda? Why havethey been so activein pressuring their reluctant Republican colleaguesto toe the party
line? A closelook at the palitica contributions of pro-managed care interests and the roles of Senators L ott
and Nicklesin collecting them provide major ingredients of alikely explanation.

Ascongressional debateover patients’ rightsheated up beginningin 1997, themembersof theHBC
rapidly increased their campaign contributions. Table4 showsthat total HBC contributionsfrom 1995-99
amounted to $18 million. Contributions rose from $7.1 million in the 1996 two-year election cycle (a
presidentid eection cyclewhentotd contributionsare generaly higher) to $8.3 millioninthe 1998 cycle (an
off-year el ection cycle when contributions generally decrease), anincrease of 18%. Significantly, al of the
new money moved into the Republican column as contributionsto Democrats actualy decreased by nearly
$200,000 between the two eection cycles. Another $2.7 million for the 1999-2000 cycle had been collected
by the end of 1999, with the bulk expected in 2000. Whilethe GOP harvested 75% of contributions ($5.3
million) in the 1996 cycle, it got 81% ($6.8 million) in the 1998 cycle, and 79% ($2.1 million) in 1999.

Table 4: Health Benefits Coalition Contributions (1995-1999)

Year Republicans Democrats Total
1995-1996 $5,337,508 (75%) $1,755,268 (25%) $7,092,776
1997-1998 $6,778,170 (81%) $1,562,346 (19%) $8,340,516

1999 $2,103,844 (79%) $545,048 (21%) $2,648,892

Total $14,219,522 (79%) $3,862,662 (21%)] $18,082,184

Source: Center for Responsive Politics data (www.opensecrets.org) analyzed by Public Citizen.

Especidly important wastherising tide of HBC soft money given to the Republican Party. Table
5 showsthat total soft money contributions from 1995 to 1999 amounted to $6.7 million. They rose from
$2.5 million in the 1996 cycle to $3.1 million in the 1998 cycle, ajump of 25%. This was remarkable
consdering that overal soft money to political partiesdecreased 16% between the presidentia/congressiond
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elections of 1996 and the purely congressional year of 1998. In 1999 the HBC injected another $1.1
millionin soft money. Significantly, the Republican Party’ s share of HBC soft money rosefrom 70% ($1.8
million) inthe 1996 cycleto 84% ($2.6 million) inthe 1998 cycle, before dipping dightly to 82% ($876,000)
in 1999. Party soft money comprised 39% of HBC contributions to Republicansin the 1998 cycle and 42%
in 1999 compared with only 33% in the 1996 cycle.

Table 5: Health Benefits Coalition Soft Money Contributions (1995-1999)

Year Republicans Democrats Total
1995-1996 $1,764,665 (70%) $739,450 (30%) $2,504,115
1997-1998 $2,630,671 (84%) $494,649 (16%) $3,125,320

1999 $876,724 (82%) $198,250 (18%) $1,074,974

Total $5,272,060 (79%) $1,432,349 (21%) $6,704,409

Source: Center for Responsive Politics data (www.opensecrets.org) analyzed by Public Citizen.

Moreover, asthelegidative battle picked up, the Republican Party’ s congressional fundraising
committees, as opposed to the Republican National Committee (RNC), regped an increasing share of the
rising HBC soft money. As Table 6 shows, the National Republican Senatorial Committee (NRSC), the
Republican House-Senate Dinner Committee, and the National Republican Congressional Committee's
(NRCC) combined share of soft money rose from 45% in the 1996 cycleto 61% in the 1998 oneand 56%
in 1999.

Table 6: HBC Contributions to National Republican Party Committees (1995-1999)

Republican H/S
Year NRSC Dinner Committee NRCC RNC Total
1995-1996 $138,600 (8%) $311,000 (18%)] $342,115 (19%)] $972,950 (55%)] $1,764,665
1997-1998 | $358,415 (14%) $594,000 (23%)] $646,404 (25%)| $1,031,852 (39%)] $2,630,671
1999 $128,330 (15%) $137,000 (16%)] $221,399 (25%)] $389,995 (44%)] $876,724
Total $625,345 (12%)] $1,042,000 (20%)] $1,209,918 (23%)] $2,394,797 (45%)] $5,272,060

Source: Center for Responsive Politics data (www.opensecrets.org) analyzed by Public Citizen.

Lastly, whilethe HBC' s contributions represent the financial weight of the best organized and most
pro-active managed care interestsin American politics, other actors should not be neglected. Tables7 and
8 present comparativeinformeation onthemuch smaller contributionsof non-HBC managed care companies.

Table 7: Non-HBC Managed Care Contributions (1995-1999)

Year Republicans Democrats Total
1995-1996 $628,603 (44%) $802,209 (56%)] $1,430,812
1997-1998 $707,527 (65%) $383,805 (35%)] $1,091,332
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1999

$227,719 (74%)

$78,005 (26%)

$305,724

Total

$1,563,849 (55%)

$1,264,019 (45%)

$2,827,868

Source: Center for Responsive Politics data (www.opensecrets.org) analyzed by Public Citizen.

Table 8: Non-HBC Managed Care Soft Money Contributions (1995-1999)

Year Republicans Democrats Total
1995-1996 $193,301 (39%) $306,400 (61%) $499,701
1997-1998 $349,850 (86%) $57,750 (14%) $407,600

1999 $126,050 (82%) $27,000 (18%) $153,050

Total $669,201 (63%) $391,150 (37%)] $1,060,351

Source: Center for Responsive Politics data (www.opensecrets.org) analyzed by Public Citizen.

In addition, an unknown number of members of The Business Roundtable and other employer
associations who were not individually represented in the HBC have lobbied on patients’ bill of rights
legidation, among other issues. A sdectivelook at federa |obby disclosureformsof just thetop 20 1997-98
campaign contributors from the 175-member Business Roundtable’? shows that 11 of them lobbied on
patients' rightsissuesin 1998. From 1997-99, these 11 companies contributed $20.4 million overall, of
which $14.1 million went to Republicans including $4.9 million in soft money.

Top Collectors: Senators Lott and Nickles

“ Senator Lott also said that Senate Republicans need a lot of help from
their friends on the outside. ‘ Get off your bultts, get off your wallets.’”

Health I nsurance Association of AmericaMemo”

Asthetop Senate Republican leaders since June 1996, Senators L ott and Nickles have been deeply
involved in -- and benefitted from -- Republican Party fundraising from pro-managed careinterests. Both
were aready members of the leadership at the beginning of the 1996 election cycle, Lott as Assistant
Majority Leader and Nickles as Director of the Republican Policy Committee.

Lott and Nickles have been leading soft money fundraisers for the NRSC and the Republican
House-Senate Dinner Committee, which directly aim to swell the number of Republicans under their
leadership. As Table 6 shows, since 1995 HBC companies have contributed atotal of $1.1 million in soft
money to benefit Senate candidates: $625,345 directly to the NRSC and $521,000 to the Republican
House-Senate Dinner Committee (50% of the $1 million in Dinner proceeds went to the NRSC).

Furthermore, astop el ected Republican leaders, the two senators are activein other Republican
Party committee fundraising, which has brought an additiona $4.1 million since 1995 to the RNC, NRCC
and House component of the Dinner Committee. They participate in such RNC donor programsas Team
100 and the Republican Eagles, featuring meetingswith party leaders, and conduct joint fundraisngwith the
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NRCC and Dinner Committee.”

Senators L ott and Nickles, and their Senate Republican colleagues, benefit significantly from HBC
soft money directed to the RNC and NRCC as well as the NRSC. For example, in 1996 direct and
coordinated contributions from the RNC accounted for 12% of al large donations to Senate Republican
incumbents. All three committeesfurnish awiderange of indirect ass stanceto Senate candidates, from
televised generic party “issue ads” to discounted polling to voter registration and mobilization.”™

Appendix C portraysthe pressure of HBC contributionson Senator Lott’ sand Senator Nickles
political behavior by presenting atimeline of mgor HBC soft money contributionsto Republicansand key
congressional developments on patients' rights legislation.

Lastly, thetwo top Senate leaders have a so benefitted from HBC hard money donated directly to
their personal campaign committees and “Leadership PACs.” AsTable 9 shows, Sen. Lott hasrecelved
$134,000 since 1995 for his campaign and Leadership PAC while Sen. Nicklestook in $118,959 in
contributions to his campaign and Leadership PAC.

Table 9: HBC Contributions to Senators Lott and Nickles
(including Leadership PACs) (1995-1999)

Year Total Sen. Lott Sen. Nickles
1995-1996 $39,545 $15,500 $24,045
1997-1998 $140,914 $70,500 $70,414

1999 $72,500 $48,000 $24,500

Total $252,959 $134,000 $118,959

Source: Center for Responsive Politics data (www.opensecrets.org) analyzed by Public Citizen.
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Conclusion

What campai gn contributions -- particularly soft money -- appear to have wrought on the burning
issueof patients rightsto decent health care highlightsthe politica imperative of campaign finance reform.
Without such reform, the needs of the average American are often ignored by their elected |eaders --
Democrats aswell as Republicans. Enactment of the McCain-Feingold bill, which centers on aban on soft
money to political parties, would constitute amajor step forward. Thebill hasmagjority support in both the
House and Senateincluding aquarter of House Republicansand nearly afifth of Senate Republicans. Y et
it has been blocked since 1997 by afilibuster led by Senator Lott and Senator Mitch McConnell (R-Ky.),
who currently chairs the NRSC.

During thisyear’ spresidentid primaries, more Americansthan ever before, from both parties, used
their votesto express support for campaign finance reform. Their voices need to be heard even moreloudly
during the remainder of this election year.
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Appendix A: Key Fundraising Activities of the
Blue Cross and Blue Shield Association (1997-2000)

TheBlue Crossand Blue Shidd Association isthetrade group for independent Blue Crossand Blue
Shield member planswith combined annual revenuesof at least $80 billion. Theplanscomprisethenation's
largest provider of managed care services. Overal, the Bluesservice 75 million health care customers.
Morethan 52 million people-- roughly onein six Americans-- areenrolled in aBlue Crossand Blue Shield
managed care plan.

Since 1995 the Blues have provided $2.5 million of the $14.2 million Republicans have received
from Health Benefits Coalition members. In addition, aparticularly high percentage of the Blues tota
campaign contributions -- about 50% -- came in the form of soft money to the party. (Soft money isthe
unlimited contributionsto political partiesfrom corporations, unions and individuas.) Moreover, their soft
money donations rose 20% from the 1996 cycle to the 1998 one a atime when tota soft money donations
from all sources to the political parties declined 16%.

Senators L ott and Nickles are heavily involved in raising and benefitting from party soft money given
by the Blue Cross and Blue Shield Association. Their personal campaigns and leadership PACsaso get
major assistance from Brenda Becker, vice president of congressional communications and PAC
coordinator, for the Association. Below isalist of significant fundraising activitiesconducted in recent years
by Becker to benefit Republican congressional |eaders who have donetheir best to block a pro-consumer
patients’ bill of rights:

1997 Becker served as co-chair of the Republican National Committee’ sMgority
Fund (comprised of almost 100 PACs many of which contribute $15,000
annually).

1998 (winter) Becker helped organize alarge golf fundrai ser for Senate Assistant Mgority

Leader Nickles' Leadership PAC at the Doral Hotel in Miami.

April 21, 1998 Becker orchestrated a fundraiser for Senate Mgority Leader Lott's
L eadership PAC at the Washington Hyatt Regency to celebrate Lott’s 25"
year in Congress. The event raised more than $1 million.

June 1998 Becker served as Washington co-chair of the GOP House-Senate dinner, the
party’ shiggest fundraiser of the year, at which shehelped to raise $11 million
in asingle evening.

September 15, 1998 Becker was among a select group of Washington lobbyists tapped by the
Nationa Republican Congressiona Committeeto help raise $37 million for
various issue-advertising campaigns to aid House members and GOP
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February 23, 1999

June 1999

October 5, 1999

October 6, 1999

2000

June 2000

July 31-August 3, 2000

challengersin thefall elections.

Becker co-hosted a $2,000-a-plate dinner for House Speaker J. Dennis
Hastert (R-111.).

Becker was Washington co-chair of the GOP House-Senate dinner
fundraiser, which collects $9 million from benefactors.

Becker co-hosted an exclusive $1,000-a-plate fundraising breakfast for
House Speaker J. Dennis Hastert (R-111.).

Becker co-hosted a dinner party for Lott raising roughly $800,000 to be
divided between the senator’ s campaign coffers and his Leadership PAC.

Becker serving as one of three co-chairs for the Republican National
Committee’' s Mgjority Fund.

Becker serving as Washington co-chair of the GOP House-Senate dinner.
Blue Crossand Blue Shield A ssociation expected to assist Senator Nickles

in hosting golf tournament for GOP party contributorsat Republican Nationa
Convention.
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Appendix B:
Health Insurance Association of America

MEMO

DATE: October 22, 1997

TO: Michael Fortier

FROM: Melody Harned

SUBJECT: Government Run Hesalthcare

The message we are getting from House and Senate L eadership isthat we arein awar and need
to start fighting likewe'rein awar.

Republican Leadership isnow engaged on thisissue and isissuing strong directivesto al playersin
theinsuranceand employer community to get activated. Earlier thisweek, | met with Keith Hennessey (Sen.
Lott) along with the NFIB coalition. Hennessey will be working with House and Senate leadership to
coordinatethe advocacy effort. Senator Lottiswell aware of theissue of mandates, incremental health care
reform, etc., andisvery concerned. Lott told Senator Jeffordsthat he could not introduce his* Qudity Bill”
this session and was advised to work lesswith Sen. Kennedy and more with hisfellow Republicans on the
Senate Labor Committee. Sen. Lott hasa so spokenwith all Republicansonthe Senate Labor Committee
and told them to get involved and expresstheir concerns. Sen. Lott also said that Senate Republicans need
alot of help fromtheir friends on the outside, “ Get off your butts, get off your wallets.” Keith Hennessey
believesthat it iscritical that employer/insurer grassroots occur during recess (Nov & Dec) sothat Members
are prepared when they come back to town in January.

At the NFIB Codlition meeting today, Mark |sokowitz (NFIB) informed the group that he had been
summoned to the Hill by Missy Jenkins (Rep. Gingrich), Dean Clancy (Rep. Armey), Stacey Hughes (Sen.
Nickles) and Keith Hennessey (Sen. Lott). Staff gave him four directivesto take back to thecodition: 1.)
Hold abriefing for Republican health LAsin 2 weeks; 2.) Implement heavy grassroots during recess; 3.)
Meet with groups of Senators (e.g., Sen. Coverdell health care coalition) to report on what each
organization isdoing to fight these bills; and 4.) Write the definitive piece of paper trashing dl these hills.
Mark Isokowitz' s overal impression from the meeting was that the L eadership was looking for signs of
serious commitment on our part before they go out on alimb.

(Note: Thismemo isareproduction of the actua HIAA memo for purposes of € ectronic communication.)

555 13" Street NW Washington, D.C. 20004-1109 202/824-1600
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Appendix C:

Congressional Action on Patients’ Rights Legislation,
and Noteworthy Managed Care Industry Soft
Money Contributions to Republican Party Committees
(February 1997 - January 2000)
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February 13, 1997

Sen. Ted Kennedy (D-Mass.) and Rep.
John Dingell (D-Mich.) introduce first
major patients’ rights bills.

April 23, 1997

Rep. Charles Norwood (R-Ga.)
introduces “Patient Access to Quality
Care Act” (PARCA), H.R. 2400, which
includes the right to sue HMOs in state
court. It ultimately garners 234 co-
SPONSOrs.

October 22, 1997

Health Insurance Association of
America memo describes collaboration
of managed care interests with Sen.
Lott.

January 1998

Health Benefits Coalition founded,
composed of HMOs, insurance and
business groups opposed to strong
patients’ bill of rights legislation.

February 12, 1998

Sen. Lott’s designee as Chairman, Sen.
Nickles, announces formation of
Republican health care task force.

2/7/97 $40,000 CIGNA to RNC

3/31/97 $25,000 CIGNA to RNC

5/23/97 $50,000 New York Life
Insurance to Republican House-Senate
Dinner Committee

6/16/97 $45,000 Prudential Insurance to
Republican House-Senate Dinner
Committee

10/17/97 $35,000 American Insurance
Associationto RNC

11/10/97 $25,000 United HealthCare
Corporation to NRSC

1/6/98 $25,000 Prudential Insurance to
NRCC

2/27/98 $100,000 Blue Cross & Blue
Shield to Republican House-Senate
Dinner Committee; plus $20,000 from
three BCBS affiliatesto RNC

3/26/98 $75,000 Insurance Company of
North American (CIGNA) to RNC
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C 3/31/98 $25,000 CIGNA to RNC

C 5/7/98 $20,000 New York Life
Insurance Co. to NRSC

C 5/14/98 $25,000 New York Life
Insurance to RNC

July 1998

49 Senate Republicans sponsor their

own “Patients’ Bill of Rights Act”,

S. 2330.

July 24, 1998
House passes the Republican-sponsored “ Patieng
Protection Act”, H.R. 4250, by avote of 216-

210.
C 8/31/98 $25,000 United HealthCare
Corp. to NRSC
October 9, 1998 C 10/20-11/3/98 $125,000 United
Senate votes 50-47 (including 50 of 55 HealthCare Corp. to RNC
Republicans) not to bring up the House-
passed patients’ rights bill for debate C 10/22/98 $50,000 Humana Hospitals Inc.
and votes. (Through Founder and CEO, David
Jones) to NRSC
C 10/30/98 $50,000 CIGNA to NRSC
C 12/15/98 $25,000 Aetnato NRSC
C 2/10/99 $40,000 American Insurance
Association to RNC
March 18, 1999 C 3/22-6/4/99 $68,000 Blue Cross &
Senate Health, Education, Labor and Blue Shield to Republican House-Senate
Pensions Committee passes GOP Dinner Committee (including multiple
patients’ rights bill by avote of 10-8 BCBS state association donations)

(10 of 10 Republicans).
C 3/23/99 $30,000 Blue Cross & Blue
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July 15, 1999

Senate votes 53-47 (53 of 55
Republicans) for amended GOP
“Patients’ Bill of Rights Plus Act,”
S. 1344, that denies patients the right
to sue their HMO in state court.

October 7, 1999

House of Representatives passes
“Bipartisan Consensus Patients' Rights
Bill,” H.R. 2723, by avote of 275-151.

October 15, 1999
Senate members of Conference Committee
on patients’ rights are appointed.

November 3, 1999
House members of Conference Committee

on patients' rights legislation are appointed.

3/29/99 $40,000 Blue Cross & Blue
Shield to NRCC

5/5/99 $25,000 Aetnato RNC

5/6/99 $25,000 Prudential |nsurance to
NRCC

5/28/99 $25,250 Prudential Insurance
Co. of Americato NRSC

10/5/99 $25,000 Food Distributors
International to NRSC

10/13/99 $25,000 Blue Cross & Blue
Shield to NRSC

10/26/99 $25,000 United HealthCare
Corp. to RNC

11/2/99 $25,000 United HealthCare
Corp. to NRSC

11/5/99 $25,000 to NRCC

11/17/99 $50,000 CIGNA to NRSC
12/16/99 $20,000 Aetnato RNC

12/17/99 $25,000 Aetnato RNC

12/17/99 $100,000 Aetnato NRSC
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