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. PROGRAK 60 Minutes

~Lesley -Stahl reporting:

With the Clinton health plan just beginning its
stretch run and congress still deba}ing the best way to
provide every American with low-cost, guaranteed-for-life
health insurance, we thought it a gyod time to take a
e out of four
e talking, of course,
t-for-profit health
e name Blue Cross/

an argument about

. we did.

t is that Blue

, is the most widely
erybody knows them.

and if you’‘re one of
e who carries a Blue
s on it to help pay
ably be as surprised
lans are facing

of extravagant

look at the health insurance plan o
Americans relies on right now. Wwe’
about the sixty-nine independent, n
insurance companies that go under
Blue Shield-- although you could ge
."not for profit," and, as you’ll se
What there is no argument abo
Cross/Blue Shield, next te Coca Col
recognized trademark in America.
(Holds up her own Blue Cross card)
sixty-eight million Americans like
Cross or Blue Shield card and depen
your: medical bills,. then you’ll pro
as I was te learn that many of the
charges of mismanagement and charge
.spending-—-paid for by the subscrib
Senator Sam Nunn heads the Pe
on- Investigations. He’s been probi
Shield for the last twa years.

Sa

Sen. -Sam Nunn (D-Georgia): They get

breaks, and they can pass on their .

nismanagement. and their excessive s
¢ perks to the policyholders.

< .Stahl: What kind of perks? Well,
Crass/Blue Shield executives spent .
dellars for a sky box at the Oriole

dollars each.
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anent Subcommittee
g Blue Cross/Blue

all of these tax
osses and their
laries and their

n Maryland, Blue

ee hundred thousand
stadium, plus
hundreds wof season tickets at eight to ten thousand
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"n;I/muﬁot Justifying the sky box, believe me.

Tage 2 of 8

P
Bernard Tresnowski. (Blue Cross/Blue|Shield Association):
There may be questionable business fjudgment involved here
-in. some of these decisions, but one|has to understand
that you’re operating in a competitive environment.

6tahl: Bernard Tresnowski heads theé national Blue |

Cross/Blue Shield Association, a trade group that is

supposed to. act as a watchdog over the sixty-nine

different plans.
. .(To Tresnowski) What does haring a sky box at the

baseball stadium have to do with the competitive business

aenvironment?

Tresnowski: Well, maybe most of our competitors have sky
boxes and they take customers therei

~Stahl:- Well, sp what?

-Tregnowski: Well, you operate in ajcompetitive environ-

..Stahl: - “Why. should you care about a|sky box? Because if
youlre a Blue Cross/Blue ‘Shield subgcriber, you‘re paying
for. it with. your premiums, and you‘re payirng for the
Limos, the ather perks, and the big|salarjies. and that
'isn’t ‘all.
s .  Many of the plans are under investigation for-fraud
and abuse. The biggest plan, New Ytrk’s Empire, is .
. acéused. of keeplng two separate sets of books. Blue
Cross. executives in Mississippi and Maryland were
.indicted . for -fraud.

uNunn. And that’s one. of the reasons health care premiums
-and other health care costs are really out of. control.

S8tahl: - Many of the plans. have been|mismanaged. In New
Yoxrk,- the top executives were forced to resign. In
:Celorado;, ‘the chief executive quit .after there were audit
'irregularities.
- - (To Nunn) Florida--they had to pay the federal
.government ten million dollars to settle Medicare fraud
. cYaims. .West Virginia--the whole system became
insolvent. Maryland--executives were jetting to the
:O}ympics, the Olympics on money from the non-profit....

Nunn: I believe they sent sixty+~four people to the
,Olympics, 788 Olympics.

Stphl;ﬂ D.C.=-=executives trips on the Concord.
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Nunn: You cannot let people be out|there in this
never-never land and claim they‘re non-profit but pay
their officers seven, eight hundred|thousand dollars a
year, take trips all aver the world|on Cancord, have sky
boxes .that cost hundreds of thousands of dollars a year.

[From TV commercial:

Voice of. Jack Burry: Smart businesges spend their health
care dollars very efficiently. At @1ue Cross and Blue
Shield of Ohio, for every dollar your company pays, a
penny gets saved for a rainy day.]

. Btahl: And a couple of pennies probably go to help pay
Jack Burry’s salary. He’s the mlllzon-dollar-a-year
.chief. of Blue Cross/Blue Shield of phio featured in this
ad. The not~for-profit Ohio plan spent another million .
doliars to build a luxury box at thé Cleveland Indians
new baseball stadium, and another che at the cavaliers

. new- basketball arena.

. . Jack Burry declined our requegt for an interview,
-but Tresncwskl had this. to say.

Tresnowski: Now, wait a minute. Now, we don’t control
the salaries, we don‘t control the business practices.
The:Gleveland plan is a strong plan|financially. If the
board of that plan and the regulators in that state feel
that that corporatien has performed|at the level that it
is ‘and ‘they want to pay the individual those kinds of :
salaries, it‘s up to that corporatiom and those
regulatons. :

- . 8tahl: . But what about your .image? |What about what that |
1ogo aays? ;

_Tresnowski' The'logo doesn’t say that we ‘pay our
'executiVes inadeguate salaries.

Stahl::: But Bob Hunter, who was the|head of a national
insurance consumer group, and is now| the insurance
‘commissioner of Texas, thinks Blue ¢ross/Blue Shield pays
theiri.executives too much money.
Lt . -{To Hunter) Would you be getting a decent guy to
™un a big company if you don’t pay him that kind of
monay?.

ST Robert Hunter (Texas Commissioner of Insurance) Oh,
sure -you .can. Por one thing, becauge we’re sure there’s

. no. real board of directors, there’s|no stockholder
nd15¢1p11ne, you den‘t have the same|kind of need for
the hhqh salaries, plus you’ve dgot the non-profit.




-4~

Nunn: There’s something wrong here
they’re being paid like businesses,
being compensated like businesses,
themselves non-profits.

stahl:

 for profit. That means they pay di

shareholders, who, if they don‘t 11l

is ran, can fire the executives. B
.shield pPlans are not for profit. T
profita get plowed back into a pool
claims

.Runn When you’re in business, you

profit. You~ought to have sharehol

“have -accountability with shareholdes

" the Jbotitom 1line, and you ought to b

-stapl: Seme plan executives agree

Most of the large health in:
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It’s a .business,
the executives are
and yet they call

3

burance companieg are
ridends to their

ke the way the company
1t Blue Cross/Blue

hat means their

to pay subscribers’

«

1
]

ought to be for
ders, you ought to
s, you ought to show
6 a bhusiness.

R«

€

ith Senator Nunn, but

a confidential internal Association|memo warns that if

they .did become- a for-profit busine
higher taxes. (Visual of highlight

as background)

: .. {To. Tresnowski)
: Special tax breaks. 'Is that true?

mneanwski: -No, it’s not.

.Stahl:. - You get no tax breaks.

:Tresnowski= No.

Stahl.: That’s just not true. Most
:special tax deductions. :

: ﬂunten¢ ‘They still. get their tax b
being treated as if they were still
: Crosg/Blue. Shield they used to be.

Stahl: There was a time when Blue
. charged everybody the same premium,

for them, they can still get a tax
agual rates to just thirty~five per
policyholdars- (Visuals of closeup
© the‘Code)

‘We called every one of the si3

if:- they took advantage of that spec
of . them: reﬂerred us back to the Ass

gpeaking .for the plans, continued t
iggua.

I thought. th:

They don‘t all do that any
. special .section of the Internal Revq

s, they would pay
d words and the memo

at Blue Cross got

of the plans do get

reaks. They atill are

the old Bilue

Cross/Blue.- Shield
regardless of age or
pore, but under a

enue Code written just
hreak by offering

sent of their

of Section 833 of

L

xty-nine plans to ask
jal tax benefit. Most
bclation. Tresnowski,
b play down the tax

£
q
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Trasnowski:

:Stahl:

. -Stahl:.
~Ttesnowski'

.Stahl:

‘whéle story.

-5~
(To Tresnowski) None of them
break?
‘Tresnowski: Well, I can’t say none

them. probably continue to do so be
changed. their business practices, b
of them are full taxpayers today.

Stahl: More like a vast minority,
records. They show that in a recen
companies took that special deducti

. pay taxes on 1.5 billjon dollars of

Tresnowskifs Blue Cross/Blue Shield

totally tax exempt, which means ta

Association's spending.
.. (To Tresnowski)

What about it?
.- How much do you make?

Tresnowskis -
yYear.

Four hundred and fifty

L Is that standard for people
organlzatlon°
executives, I can tell you that.

Well, {
compensation survey of association

- .nationhal journal, Tresnowski was -ra

of three. hundred and fifty in 1991.

Well, it’s in the median of all association

it’s not guite the meE%an.
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are taking this tax

of them. Some of
use they haven‘t
t the vast majority

ccording to IRS
year, forty-~five
n and did not have to
revenues.
Association is
ayers subsidize the

What about ypur salary?

thousand dollars a

in a tax-exempt

According to a
ecutives by the

ed number eight out:
And it turns out that

feurrhundred-flfty-thousand—dol;ar figure isn‘t the

The Association’s own

tax returns show that

two. years ago, Tresnowski’s cash compensation, that

.included a bonus, was five hundred f

y-four thousand,

plus another two hundred thirty thousand in pension and

Tresnowskli’s compensation that year

. _insurance benefits, for a total package of more than

~geven-hundred seventy thousand. (Visual of closeup of

And what about the millions that Blue Croess/Blue

(Lo Tresnowski) :

Tresnowski No, we didn‘t.
the Saottsdale Princess Hotel.

"Shield subscribers pay for executiveée conferences at fancy
_rasoxrts?

. . You had a me¢eting just last fall
at the Scettsdale Princess Hotel.

We’ve never had a meeting at

15




. ended-.

-G=

8tahl: You were the featured speakt

Tresnowskis

Stahl: Well, here’s a reminder. TI
sponsored a conference at the Scott;
Tresnowski checked in on October 181
October 21st. Ten days later, he Wi
neeting .of Blue Cross executives at
Hotel-.

(To Tresnowski) Here’s where
meetings have taken place recently,
.The .Four Seasons and Los Colinos(?)
was-in ‘93. ‘The Park Hyatt in Wash:
Arizona Biltmore-—793. The best hof

Tresnowski: Ah, but we got special
.casesg. Let’s take the Four Seasons
That is within ten minutes of the a
rates-there. The accommodations.ar:
conduct - our meetings, get in and.ge!

stahl: .. So-they‘re not golf weekend
Tresnowskis: .Oh, no. We don’t engas
,veekends. c

- 8tahl-: .

-Colinos golf course last June. Resg¢
- somedne named Tresnowski teed off a
afternoon, minutes after an Associaf
(Visual of closeup of golf

I‘m not familiar with any of that.
even - remember being at the Scottsdale Princess.

2 gt the conference.

I don‘t

he Arizona plan

sdale Princess.

cth and checked out on
ns hosting another
Washington’s Willard

a few of your

your Association:
Spa in Dallas. That
ngton—-=/93. The
ctels in the country.

rates in all of those
and Los Colinos.
Lrport, we.get special
¢ such that we can

c out quickly.

—
=

je in those sorts of

. That must have been some other Tresnowski who -
i -joined ‘a gaggle of Blue Cross executives on the Lios

rt records show

= 1:44 Friday

cion board meeting
rard) -Remember, the

board is -supposed to be the Blue Créss/Blue Shield

e monitor the
that those standards

line?

watchdog.

-Tresnowski: - We have standards and

. performance .of the plan to make sure

are:met,

Stahl:’ Do they scrutinize their members to make sure
that these-exqesses are not out of

Hunter. Obviously not. It hasn’t }

~see the. excesses. The only problem

nappened. We still
with oversight by a

trade organization is the trade organization is owned and

operated by the people they’re watching,

really .work.

Stahl:

so it doesn’t

~Who.pays for all of that high living?

20




i - General Accounting Office, that say

LAaye ¢ v v

_7-.
Hunter: Well, the problem is the rate payer pays for it.

Stahl: The consumer.

Hunter: Sure, the consumer. You. aj
living. You and I pay for the ads ¢n TV. You and I pay
.for tlhie poelitical lobbying. You and I pay for all of
this. All of this is passed through in rate making.

nd I pay for the high

Stéhl; The Blues all across the-country spend a fortune

on advertising and lobbying, and in|many ways lobbying
againgt the interests of the consuner.

Hunter: Absolutely.. There’s no qu
against -the interests of consumers,
cost on to us. It’s sort of like b
-fﬂ:mﬂg“aﬂd asking us to pay for it

tion that they lobby
and then pass the
ilding a scaffold
fore they hang us.

‘stahl: But more important than the
- salaries, and perks is the mismanag
‘Cregs/Blue shield plans, including
. reported to be in shaky flnanclal ol
_Tresnowski.denies it.
- (To Tresnowskili) Well, how ma
would ‘you. say? ;

lobbying, excessive
ment. Several Blue
ew York‘’s Empire, are
ndition.. But

y are in trouble,
Tresnowski~ Nene. Today there are

.best financial performance in the 1
we’ve. had iq the history of Blue Cr

none. We’ve-had the
t five years than
ss and Blue Shield.
Stahl‘ _But’ we obtained a report by|the GAO, Congress‘s
of all Blue -€ross/Blue Shield. subsc ibers are covered by
-.plans: .cansidered in weak to very weak financial
condition. (Visual of highlighted text with Gao report
cover:.in background)
. (Te Tresnowski) This is theiy repexrt, which I‘m
Bure :wyoufve seen. I‘m not showing you something you

haven’t. seen. They say eleven plang are weak or very
“weak.

,Tresndwskm. (Points to plan) Now,|that report was
- written a couple of years ago and the information in it
As. .dateqd..

'Stahl‘ In. fact, the report was just written. It was
released Jjust a few .days ago, and agcording to a GAO
-offiqial, government auditors based|their conclusions on
informatioen provided by Tresnowski’s own Asseciation just
a- few months ago. (Visual of closeﬁp of letter dated
April:. 15, 1994)

- twenty~five percent
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"~Clanton has his way, all ‘the insur

-8~

But Senator Nunn says Blue Cr%
are..sa paverful in the insurance woj
fmposaible to punish them for mismaj

‘Hunn:. -So, in effect, they’‘re too b
It’s like taking an elghteen-year-o

grown into a two-hundred-tWenty-pou1

gpank him. It’s too late for that.
.to‘*shut. them down, then what you’re

putting a gun to your own state pol]
‘Halt or we’re going to pull

‘saying;,

Stahl: .
now- veéry nervous.
nervious. What are you saying to th

Nunne- I would say talk to your ins
. -Pick:-up-tha phona and call the stat
.=?$kih1m what kind of condition Blue
i8 . nc

.Stahls: How will health care reform
‘Blue Shield? .No matter how the fin
- .shaped, there‘’s sure to be big play
. .their presépt form. -One health car
then to lose- their tax breaks by 19

regulated by not-for-profit health
. will'make spre the for-profit irsur.
what Blue Cross/Blue Shield used to

Somepne out there with a B!

bss and Blue Shield
+1d, it‘s nearly
Ragement.

ig to discipline.
Ld, I suppose, that’s
hder and trying to

If you threaten them
doing is you‘’re
icyholders and you’re
. the trigger.’

lue Cross policy is

A lot of people probably are very

m tonight?

anrce regulator.
insurance regulator.
Cross and- Blue Shield

affect Blue Cross/

1 legislation is

rs,; althoeugh not in
proposal calls for
9. Aand if President
ce companies would be
are alliances that
nce companies do .
do~~guarantee every

American, ne matter his or her age ¢r health status,

affordable health insurance,
the basic package.

one prj

£ F#

tce for everyone for
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