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MEMCRANDUM
TO: BUFFY LINEHAN

FROM: HOWARD S, LIEBENGOOD
DATE: OCTOBER 19, 1003
SUBJECT: PMACTIVITY AFTER PRESIDENT SUBMITS HEALTH CARE PACKAGE

In response to YOUr request, this paper offers thoughts on PM's appropriate lagislative
posture and activity between the submission of tha President's health care rﬁorm
packegs, o include a definitive excise tax number, and serious leglslative consideration
of the health care bill, presumably naxt Spring.

While PM must insist on a reasonable tax rate phased in evenly sver & perled of years,
PM sheuld take the lead In detsrmining what "reasonabie’ means. One dollar or more
would seem inherently unreasonable, Sixty-five cents ar less, say fifty cants, would seem
far more reasonable. PM must dsfine ‘reasonableness," taking into account the
Administration’s thiret for revenue on one hand and & falr return on investment that
[ncludes diminishing returns, on the other hand. The definition must ha realistic,
defensible, and markstable,

It seeme evar more apparent that the financing of haaithcare reform is likely the achliles
- heel for the Initiative. Qbjections to the cost of sweeping reform will Inevitably curtall the
scops of the Administration's aspirations. As that debate rages, over funding lssyss,
largely unrelated to tobaces, PM must consistently make a case for the limits of
regsonableness on our funding capacity, utilizing all of our arguments - regrassh}ity,
diminishing returns, state revenus loss, selactive discrimination as it relates to growars,
preducers, and consumers, etc. PM should appear eager to asslst in funding a falr share
of health cars, but withi nds of reaso ness. If this means additional
revenus sources, o bg il [f this means cunailing tha scops of reform, so be it. |f it
means both, all the better. The point is that ag the Administration sndeavors to defond
a likely Indefensible cost scheme, the public and the politicians must become increggin‘glg

warg of the effective Jimits of tobacco &s a funding mechaniam.

Given tha lowly state of cigarettes among the affections of the public and thelr elected
officlals, much work must be dona to cultivate and energize allies along svery lina| of
argument. For example, blacke and hispanics 10 work thelr respective caucuses;
governors to assert state prerogatives and funding needs; sconomists whoe appreciate the
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| diminishing returns; advertisers, organized labor; convenience store oparators;

congumers, stc. The theme throughout should be "reasonableness”, stressing real
limltations and targetad unfairnags. Particular attention must be paid to the Leadership
and tax writing committeas where ws must stress the point that while tha Progident
speaks of & "shared sacrlfice”, he seeks 10 Impose a targeted and "unshared" cost byrden
on & singls indusiry (already the nation’s largest carporate tax payer), on a handfu! of
states, and on a "working ¢lass" product.

Once PM determines, as dispassionately as possibla, the scops of reasonabls taxation,
we mugt markst their perception, particularly with the two tobacco states that matter LNC
and KY, persuading Rose and Ford to marshalt all of tobacco’s Congressional raso%rcas
Yo inslst on a "reasonable leval" of taxation or risk bloc opposition 1o healthcare reform.
This will be quite a trick, which | am sure is already ongoing.

In ghorm, | think there i9 much work 0 be done betwsen Introduction and passage. The
work will be required whether ths President's number is 65 cents or $1.66. If the number
i S0 cents, which | genuinsiy doubt, | would serlously consider shaeking the President's
hand befora ha changes his mind. Conversely, assuming the worst, | would cautlonzthat
PM not appear overly bellicose immediateiy. | think it would ba wiser to wait in the w R eds
awhils, quietly organizing aliles, to sae who takes on tha finaneing achama. | think the
uproar over financing wilt spawn a rangs of strange but potentially effective bedfellows
that we might work with effectively through cut outs. We can't win thig battie with our own
muscle, but have a fighting chance to Imprave our pogition as the long knives mave In

n the Clinton funding scheme in coming months.
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