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February 19, 1991

MEMORANDUM FOR CHRISS WINSTON
SPEECHWRITERS
RESEARCH ASSISTANTS

FROM: CAROL BLYMIRE
SUBJECT: HHS MEETING

Last Thursday, I attended the departmental meeting for the
Department of Health and Human Services. The following is a run-
down of the highlights discussed:

SECRETARY SULLIVAN

Secretary Sullivan has started a series of five speeches on
health care. They are as follows --

October, why health care is so expensive

November, personal responsibility in health care
February, public health and public support for the poor
March, insurance and costs involved in health care
April, medical research

These speeches are designed to provide a framework to expand
ideas to the community. They provide the facts on HHS terms, and
set the bottom line by getting out the facts the way HHS wants them
released. Also, all speeches are being delivered at universities.
I have copies of some if you would like to see thenm.

On March 14, Secretary Sullivan will speak to the National
Newspaper Association. He will address the lack of reporting of
major health care issues, and the fact that these issues must be
treated seriously, if they are to be taken seriously.

CALENDAR OF EVENTS

In February, there will be a report released on death by guns.
Quick HHS fact -- in 1988, 1 out of 5 children (age 0-18 yrs.) died
of gun-related incidents.

In a few weeks, hospital efficiency regulations will be
released, and will receive high press attention. This will hurt
some rural and urban hospitals; some may close, whereas others may
just specialize to stay alive. We need to find better and more
efficient ways to subsidize hospitals than using Medicaid or
@edicare. This will also shed light on other hospital-related
issues.

This spring, there will be a release about mandatory child
support (i.e. locating the primary financial supporter and forcing
them to pay their obligations).




Also, this spring, HHS will continue its Drug Free America
campaign. They will focus on personal responsibility in fighting
drug use, shared responsibility (how government can work with
people to combat widespread drug use), and offer achievement awards
for community groups and/or individuals who make outstanding
efforts and accomplishments in fighting drug use and abuse.

INITIATIVES

A major focus over the next few months will be on children and
families. Children are the connector between the health side and
the human service side of HHS. In the next 90 days, there will be
an intense concentration on children's issues.

In May, HHS will release a publication of proposed regulations
for child care grants. This will implement the child care reforms
that have already gone through.

As for health policy, there are no new initiatives to be
announced at this time. HHS is working one-on-one with insurance
agencies, health activists, Congressmen, etc. to start a common
base for discussion and set the parameters for debate.

Policy on HIV-infected health care workers: HHS needs to get
a specific statistical base to do this study. The Center for
Disease Control has a focus group working on this, so that
reqgulations can be proposed later in the spring.

Prescription Drug Report: This is a system by which states can
enjoy the lowest price for prescription drugs that manufacturers
offer the public. This will save approximately $2 billion ($1
billion for the federal government and $1 billion for the states).
This got a lot of press attention last year.

Regulation for clinical laboratories: Another major initiative
in the working.

HIV immigration: Expect laws to go into effect in June.
Proposed regulations have already been issued.

------ There will be an additional meeting to bring an HHS focus
to the three pillars of the State of the Union: encouraging
economic growth, investing in the future, and providing opportunity
for individuals and families. Stay tuned!
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Good’afternoon.‘ It is a pleasure for me te be here at
Stenford, one of'this'country's finest academic institutions and:
biomedical research centers. ‘The work of those associated with
this institution is world-renowned. The fruits of the research
conducted here have been a body of achievement that has-
invigorated the quest of distinguished researchers everywhere and

has nourished the lives of so many.

I am here today due, in large part, to this exemélary‘
tradition at Stanford of meeting tough intellectual challenge .
through objective, rigorous analysis to reach sound and

reasonable solutions.

My pfesence today is part of a much larger exhontation to
the entire nation. It has fﬁo sources. First, the President has
asked me to examine issues of health care quality, accese and
cost containment. ,Second events of the past month in Washlngtons
again have made clear.thet before the. federal government
undertakes important decisions in these'areas, we in government
need to talk at length with the publicvahout the nature of the.
problenm, and the'choices>it,requires of us so that we as a nafion

can.deVelop a sustainable consensus on what we want:from our

health care system{
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For the past several ﬁonths, I have'been engaged in a public
dialogue with the American people on this very problem and I will
continue this important dialogue in ofder to achieve this
national consensus. The issues we need to confront are costs,
the effectiyeness of our medical practices, the structure of
pﬁbliC’and private insurance, and the role of personal

responsibility and societal obligations.

I want today to address the hardest of these issues -- the
dramatic rate of"increase in health care costs, and the causes

and consequences of this phenomenon.

I can summarize briefly, and I hope, usefully, what I take

to be the three key engines primarily.driVing that growth:

0 First, many consumers havé been desensitized to thé costs of
their health‘care decisions -- the very richness of
insurance that insulates many froh the immediate effects of
health care costs perversély is the source of the long term

cost gfowth which so seriously threatens us.



0 Second, doctors, hospitals, and other providers of health
care are focused on curing and caring -- as, indeed we
should be =-- but we have paid too little attention to the
costs of our decisions. By our inattentiveness in the near-

term, we may threaten the longer-term viability of our

health care systenm.

There is an additional engine of cost which is of sufficient
importance that I will speak separately to it at another time.
It is important not primarily because of cost, but because of its
effect on the nation's health. I am talking about the degree to
which we take personal responsibility for our health. Too many
of us view the health care system as though it were a general
purpose "fix-it" shop. We choose behaviors and lifestyles that,
while personally gratifying in the short run, are harmful to our
health. And we expect the health care system to compensafe for
our bad health habits, repair the consequences of our
indulgences, and aﬁsure that we will live long lives. This is

both an extraordinarily high cost use of and an unreasonable

demand upon medical care.
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These englnes of increased costs have already drlven us to a
.fearful point. Within the memory of many of us, most people
could and did afford with out-of-pocket payments the best of the
medical carevavailable at the time. Today, health insurance has:
become a necessity if we are to afford even modest levels of
care. To our benefit, the scope and curativelpower of the care
now available is vastly'improved -- in very-large.part, thanks to

academic medical centers like Stanford..

Yet, because toc many in our citizenry are uninsured, they
lack the financial capacity to pay for much of the care they
need, compelling public and many‘non-profit hospitals to contrive
complex webs of cross-subsidies in order to pay their operating -

costs.

As payors recoil from rising costs chey are coming to view
as unbearable, both insurance coverage for the broad population
and that web of cross-subsidies for the uninsured threaten to

break down. Two fundamental consequences follow from this:

0 Low-income, uninsured persons, now'dependent on charity,
will increasingly find themselves faced with greatly

increased'difficulty in securing much ofntheicare they need;

and,




0 There is the risk that, with costs perceived as out of
control, all of us, the insured and uninsured alike, will

. get less as de facto rationing grows.

Let me presént now a synopsis of the most important"facté
surrounding cost, financing, and delivery which contribute to the

sense of crisis in health care genérally.

First, and most visible, is the enormous scale of.the
‘numbers éssociated with héalth‘carescosts. Ameriqaﬁs, as a
society, will spend some $650 billion or 12 percent of gross
national product on health care in 1990. This compares with 5.3
percent in 1960, a bit more than 7 percent in 1970, and a little

over 9 percent in 1980.

Unlike some, I.do ggg afgue that 12 percent of GNP is
empirically too high. and, unlike others, I do not argue that we
must spend substantially more. But, with an aging spciety, there -
is a built-in tendency for care costs to rise if nothing else is
changed. However, it seems to me that the $2,600 we will spend
in 1990 on average for each and every man, woman and child in the
country ought be enough. ‘Even if government haé no special
insight to determiné how much to spend overall, it_nonetheless
has a key role to play in assuring that individual health care

decisions are indeed informed and that choices are made

intelligéntly.
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Further, I believe government has a responsibility to assure

that the goals of society as a whole play a role in the calculus.

That brings me to m§ second point. I wonder whether we as a
society fully understand and appreciate the subtext of the $650
billion we spend for health care? For example, how widely is it
understood that total health care expenditures have risen 30
pefcent faster than GNP since 1970 while health care prices have

risen 60 percent faster than general price inflation?

0 Ié it fully appreciated that, despite this growth in
the total amount of services, the even faster rise in
their costs, and the $2,600 per capita we are now
spending, access to basic health care serviées
remains severely restricted for much of the

population?
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0 Because ofjthe high cost of_health care, maﬁy without health
insurance are simply unable to afford the care they need.

For the 33 million peoﬁle who are uninsured throughout the
Year, and especially for those with low incomes, access to

needed_heaith care is often uncertain and sometimes
unavailable. They under-use preventive care, and delay
seeking care -- which results in higher costs when care is
ultimately secured. They misuse emergehcy room and other
acute care services -- which results in higher systém cost.

And they do without some care.

What,is more troubling: without appropriate action the

problem is likely to get worse in two basic ways.

0 First, under pressures of sharply rising health costs, both
private and governmental payors will seek to restrain their

costs by eliminating their contributions to cross-subsidies.-

0 And, second, insurers will attempt to avoid insuring risky
and unprofitable businesses and individuals. As a result,
the provision of care for the uninsured'will further break

down and the problem of their access to care will be

exacerbated.




Because those who have the'financial capacity to fully
access care receive much of the best health care in the world,
one could simplistically concluderthat .the residual problem of
access to quality health care could be solved if the soc1ety
would only spend more. Indeed, such a superf;c1al multiplication
of dollars per head is fundamentally tne basis of some of the
simplistic proposals which have been pnt forward of late to

"solve" the problem of American health care.

But the more pertinent question that research on
appropriateness and quality of outcome'forces us to ask is
whether even those w1th virtually unlimited flnancial access are
getting the care they need? With approprlate caveats, the
unfortunate answer seems to be: Well, no; not really. The best
we can say is that the number and cost of patient care activities
(procedures and interventions) undertaken by physicians and other
health care providers»Whicn are of unproven medical necessity and
effectiveness are unknown but sﬁbstantial- We are all too
famlllar with such sundry estlmates as that 20 percent or more of
hospital days may be unnecessary, or that 50 percent of
antibiotic prescriptions are probably unneeded or misused, or

that too many of the coronary artery bypass grafts performed lack

clear medical justification, and so forth.
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Why is this? ‘As‘physicians, we derive information from many
sources but our clinical practice virtually always represents a
mix of new knowledge with pricr experiences about our patients,
our own abilities, the limits of our practice and past training,
and ﬁhe experience of our professional colleagues. This pattern
reflects the physician's professional and personal commitment to
provide his or her patients with care which, having withstood the
test of time and community usage, we perceive to be of acceptable

quality and faithful to the commandment to "do no harm."

The evidence is substantial, however, that this behavior
often leads to the provision of care which, while usually not
harmful to the patient ip its ultimate outcome, often is
ineffective. This perverse result, in turn, is the consequence-
of rather incomplete evidence regarding the effectiveness of many

medical practice.
This problem was most tersely stated by a former Harvard
Medical School dean in addressing the graduating medical class.

He said:

"Half of what we have taught you is wrong. Unfortunately,

we do not know which half."
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We are all familiar with the fulmination of complaints that
the growth of health care expenditufes has led to; 'I want here
only to fouch on the litany frqm employers, ihdividuals,

government, and provideré.
Emplovers find the cost pressures of health care too great.

0  The differential growth in American health cafe costs is.one.
factor increasingly claimed to disadvantage the competiﬁive
position of United States products internationally. 6ur
ability to export is reduced énd foreign products become

increasingly attractive .economic buys.

0 Corporate employefs are troubled by the increased costs and
frustrated at their inability to control them. As the costs
of health care rise, more employers seek to opt out of
providing,. or to reduce their financial exposure for, health
benefits. The imﬁortance of employer health insurance |
décisions is évidencéd-by the AFL~-CIO estimate that three
quarters of the days lost to strikes:ih 1989 resulted from

health care disputes.

Cost pressures of health care are too great for individuals.
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0 Health care consumes an increasing part of efrective wages
for labor in those businesses and industries providing
health insurance to ‘their employees. Even with the
substitution of health insurance for dlrect wage
compensatlon, workers find their health insurance coverlng a

declining share of costs.

0 More workers find themselves and their families without
employer-sponsored coverage and must seek it on their own,

demand ggvérnment entitlement, or go without.

0 Many individuals without employer-sponsored health insurance
are simply priced out of the insurance market and, to the
extent they are able, must purchase their health care with

4after-tax,ﬂout-of-pocket dollars.

Cost pressures on government are too great.
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Health care costs are the féstest growing segment of state
budgets today. Providers, employers and the uninsured all
look to their states for solutions to the health insurance
>problem. The Medicaid program often serves as a Safety
valve. However, the growing demands of long-term care
consume nearly half of Medicaid's dollars; spurred primarily
by population changes, this forces difficult choices on the
states. State legislators increasingly'look to the federal
government for assistance or wholesale take-over of their

health care financing.

One has only to have watched the recent budget negotiations
about Medicare to appreciate the pressures health care costs

are placing on the federal government.

And cost pressures faced by providers are too great.
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0 To the extent that medical needs of the uninsured are met

but exceed their abi;ity to pay, the difference is made up

by providers through uncompensated care, charity care and

bad debt. And to‘the extent that the varied public payment

programs under-compensate,‘providers must eifher absorb the

loss or seek to shift it. The costs of uncompensated care

often are passed on to those who do pay. The consequence is

heavy economic preeepre on health care previders (especially

the pubiic system), and charges that the system is unfair

and requires major changes.

Yet, even es the plaint about uncontrolled health care cost
grows, we need to consider the various underlying incentives
which ere at:work; There are deliberately'designed, as well as
simply evolutionary incentives in our'syetem which, although
benign in intent, also drive up costs. Let me touch on several
of these: tax treatment of employer-provided health insurance,>

government oversight, and state mandates.

0 First, employer contributions to employment-based’health
insurance enjoy a unique status. These substitutions for
taxable wages are tax-free to the employee, even whlle they

are deducted from taxable employer profit as a form of labor

recompense.
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' Because insurance is bought with untaxed dollars, lt is
economlcally reasonable for those who benefit most from the tax
exc;u51on to buy more of it than something for which payment must
be made in after-tax dollars. So the tendency has been for
employees to seek from employers more and more untaxed money put
into more and more costly coverage. The logical result: costs

rise more than they would otherwiée.

What is the cost to the federal government  (and, ultimately,
to the tax payer) of the subsidy this tax exclusion represents?
This year it is $58.6 billion, more than $550 per insured

employee.

Is this subsidy equitable? Do we want to allocate our
resources in a way which prov1des greater subsidy to the hlgh-

-salarled employee than to those w1th low wages’
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' 0 Second, the health care system and all its pérticipants pay

a further cost: government oversight. What some call the

"micro-management" that my Department performs results from

itsArole as protector of the public purse
financing through Medicare and Medicaid.

for assuring that cost inefficiencies and
abuse which public insurance programs can

out.

If you do not like PPS updates calculated
market basket; if you are appalled ‘at Medicare

15 or 25 percent below costs; if PRO review is

for health
We are responsible
fraud, waste and

lead to are rooted

at less than
capital payments
at best a

nuisance; if Medicaid payment rates appear low; if balance

billing limits are a worry: if Medicare and Mediéaid-

documentation consumes large amounts of time -- these and other

concerns about which you and thousands of your

peers write me are

among the negative incentives which flow inexorably from public

insurance. -- But, they are also paft of the price accompanying -

the tremendous growth in physician incomes.
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0 Ig;;g, state mandates on insurance. I will not dwell on
this, but I refer ybu to a fascinating article in the
Winter, 1989 issue of Inquiry by Gabel and Jensen. The
article, "The Price.of State Mandated Benefits," sought to
quantify the cost;of mandated benefits and found them quite
substantial. Two conclusions drawn are parficularly

rertinent.

- As many as one in six small firms that do not offer
health insurance to their employees, the authors argue,

would do so in a largely mandaﬁe-free sYStem.

- The other conclusion: about half of the large firms
converting to self-insurance do so to aveid the cost

‘ .
| consequences of mandates.

Lastly, as a physician talking to other pfoviders of care,-I
have to note that we, too, have played a not entirely benign

role. We face economic incentives which may modify our behavior. |
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0 The September 3 issue of Medical Economics carried a lead

stofy, "Earnings Make a Huge Breakthrough{" with the sub-
head, "198%9 was a banner;year for most M.D.s." 1In 1989, a
yearvin which the iﬁflation rate was 4.6 percent, the
article reports that median net individual physician incomes
rose bf 12.5 percent =-- neafly three times the general
inflation rate. Only once in 61 years has there been a

greater percentage gain in physicians' net income.

I would like to be able to say the 12.5 percent income gain
simply reflected physicians doing more for more people.
- Unfortunately, the survey's findings do not well accommodate that

explanation -- no significant increase in patient encounters was

found from the prior yeaf.

Permit me to share with you in.CIosing my own reason for
concern about all this. I believe that, if we as a nation are
ever to guérantee adequate health care to all =-- and I believe we
should =-- we must somehow find a way of joining the patient's,
the administrator's, and the payor's concern for reasonable costs
with the physician's dedicati&n to»the_needs of individual
- patients. We have to reconcile the neéd to serve the patient
with the responsibility to avoid unnecessary expense. Absent
this, we are doomed to failure in achiéving the ﬁorally

appropriate goal of full access to needed medical care for every

American.
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In my head‘and in my heart, I believe‘that this

. reconc111atlon, and the p0551b111ty for adequate health care for

all is our hlghest goal. I ask.your help and support as we
explore how to achieve it. I ask you as an institution, and each
of you personally as health care professionals, to join in this
dialogue énd analysis of why health caré costs so much; to
undertake actions as a group and on your own to find ways to
address the_problem as it arises in areas of your own
prdfessional expertise; to be prepared to do your part in making
the needed sacrifices that'all in the health care system are
going to have to make to achieve the improvements so badly

needed.

In short, Ivchallenge you to hglp forge the greatly needed
national consensus on health care reform through actiVe and
informed pafticipation in the debate and meaningful contribution
to solutions; I ask this of you today as I will be asking it of
all in the system: the insurapce companies, the hospitals, the

patients, the employers and, even,. eventually, the Congress.

Thank you.

AR R
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;I am delighted to be here this morning with this audience
-- with participants having different perspectives on the
Americaﬁ health care system. Becausé you all represent varied
interests in health care, I would maké_an ahalogy with the
Rorschach test -- those ink-bloté psychiatrists use to analyze a
person's personality. As each of us individually would see
different images in the ink-blots, so, too, various persons in
this room have different vantage points on health care problems
=- such as high costs, the presence of 31 million uninsured, how.
to finance long-term care, unneCesséry_medical intervention, and

the special needs of inner cities and rural areas.

©  Health care providers, and particularly hospitals, see the
problem of uncompensated care. They see overloaded, and
inappropriately used emergency rooms, .because most of the
uninsured don't have a regular doctor, and don't seek

regular medical care.

o Insurers see some businesses opting-out of'prbviding health
care benefits.because they can no longer afford it. They
see intensifying coméetition for low-risk policy holders.
They also see cost-shifting by providers trylng to recoup

for uncompensated care.




o éovernments'at all‘levels see health care programs consuming

.o . Physicians see both publlc and private relmbursement

o  Employers look at the health Care system and'see medical
costs balloonlng, and they worry about how. thls will affect

lnternatlonal competltlveness

o] Workers see out-ef-pocket health care costs climbing.

o Self-emplozed persons ~- or other workers not covered by an
employer-sponsored plan -- see insurance premiums_climbing

beyond their ability to pay.

a percentage'pf spending never imagined when those programs

were.started}

schedules and regulations as 1nterfer1ng w1th the doctor-

patient relationship.

© _ As the Secretary of Health and Human Services, I look at the
nation's health care sYstem and see......Rorschach test ink-

blots.-

No, I say that only in jest, because it is possible to solve

these problems. But we're goinglto have to make tough trade-

. offs.




In his State of the Union Message last January, the
President asked me to look at possibilities for improvement in
our health care system. I had initiated this process at the end
of last year when I asked Under Secretary Constance Horner to
oversee a comprehensive review of our public and private health
and long term care financing and delivery. . Hére in Atlanta, I am
beginning what will become a conversatién with the American
people on what they want from our healthAcare sYsﬁem’and what
~we're willing to pay. Over the coming weeks and monfhs} I'm
| going to continue my talks with people representing wide-rénging

- viewpoints on health care.

Since becoming Secretary; I have talked“abdut heélth care
with many groups -- practitioners, Governérs; induétry and
association leaders, state 1egislativé leaders; consumer
organizations, and-many others. I now hope to engage the
American people in a.discussion of key iésues through a seriés of

speeches. I'm going to address a number of importanﬁ points:
o Why health care costs so much.

o] Persconal responsibility for health, and why this must

be a bart of any cost containment strategy.

o How we fund-and administer government health programs

for the poor.



o How private insurance operates.
© - And better medical practices, and more effective use of

procedures.

‘Today, I would like to touch on some general principles I'll

be bringing to bear on options we will be reviewing for the

President.

A good startiﬁg point is the fundamental notion that
everyoné,should be able to obtaiﬁ‘necessary health care. ' And it-
is my opinion that we should reméve unnecessary barriers to
.health insurance, and that the pfesent private/public health

system should be the primary means by which we achieve this goal.

Let me add, however, that even under the best system, there
are still going to be people who need extra help from government

=- those for whom even the best designed health care system won't

be enough.

But for most people, insurance is’ the best way to be able to

obtain necessary care. This implies two things.




First: in order to have access to proper medical treatment,
more Americans should be able to obtain health insurance -- to
‘pProtect against uﬁexpected economic hardship, or to belable to
obtain any medical care. And second: this nation's health éare
must remain essentially a free market system, within a strong

private-public partnership.

Uniike a generation-or-so agd,tthe vast‘majo}ity of
Americans now have health insurance -- either publicly or
'privately sponsored. This is unquestionably a welcome
development. And yet[ this progress sharbens our concern about
the 31 million Americans who are now without insurance. 1In a
way, this is a péradox. There has been a most welcome financial
restructuring for delivering a basic human need; yet we rightly
worry about the significant minority of citizens who are now

outside an established economic and social arrangement.

Nevertheless; those who call for a radical revamping of our
health care system =-- suégesting-nationalized medicine -- are
mistaken. We ne¢d4to build on buf achievements by getting an
even higher pefcentage of people covered by insurance, rather

than replacing our system with something that Americans do not

need and would not tolerate.
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For example, at a time when most Ameriéans are receiving the
finest health care in the world, I find it remarkable to hear
some people proposing that we scrap the system and make a radical
reform to nationalized medicine -- they often point to Canada as
a2 model. But the Canadian system has some very serious problems,
including long waiting lists for critical medical procedures, and

de facto rationing. This, I contend, would never suit Americans.

But let it be understood: our independence has a pfice. To
keep it, we must adhere to another general principle of health
care financing: as much as possible, individuals must assume
responsibility for the cost of their health care. Governmeﬁts

must concentrate their resources on the poorest and neediest.

In an era of federal fiscal constraints, government dollars
will never supplant private insurance. Nor should they,

regardless of budget considerations.

An optimal health care financing and delivery system should
embrace another general principle: the necessity of individual
responsibility for health, and care giving and financial support

by family members for each other.

In this respect, we need to acknowledge what access to

health care and insurance cannot accomplish.




As fire insurance, in and of itself, will not prevent your

house from burning down if you fall asleep smoking in bed; nor
will health insurance, in'and of itself, prevent lung cancer and
emphysema if you insist on smoking at all. Health insurance will
not reduce infant mortality for mothers who smoke, drink or abuse
drugs during pregnancy. Health insurance will not prevent

cirrhosis for those who abuse alcohol....the list could go on and

on.

Along with better access to insurance must be the acceptance
of more personal and family responsibility for physical well-
being. Families must care for their members. They must seek
inoculations, and regular check-ups, for their children.

!

If all we accomplish in health caré reform is to facilitate
better access to care'and‘getting costs under control, we will
not have been fully successful. Regardless of access and costs,
families and individuals must still be our first line of defense
in preventing illness. Indeed, any strategy for constraining

costs must include a plan to reduce the need for medical

intervention.

This is a part of the overall economic realities we must
face. Another of my general principles is that we must fashion
methods of health care delivery and financing that constrain

growth in health care expenditures.



We want the market to offer an array of producte that will
meet individual needs. It is also important that the market
force individuals,'as well as health care providers, to be aware

of the costs of health care.

It is my intention to look at options that facilitate
diversity, encourage individual financial responsibility, and

constrain the growth in health care expenditures tnrough greater

.efficiencyt

For efficiency is needed General pr1nc1ples for the design

of health care financing should lnclude. not stlfllng economic

) growth and employment opportunltles, and constralnlng costs

]
through the wise promotlon of innovation and quality.

Ae much as possible, we mustvpermit the medical marketplace
to work. A dynamio»economy will find some solutions on its own.
We do not want to rush in with unproven government remedies which
may create more<problem5»than tney-solve. And the most dangerous
unintended consequence could be that by adding overly burdenSOme

mandates on bu51ness, we could- retard economic growth and

constrlct employment opportunltles.‘



)

Without job creation =-- or worse, with job destruction -- we

could end up with more, rather than fewer, persons lacking health’

insurance. If one does not have a job, one does not have access

to employer-sponsored health care.

We need to find solutions that leave us better off than we

were when we started.

Our health care system evolved in a uniquely American way;
likewise, solutions must be uniquely American. Most importantly,
we don't want to undo what is right about our system. In the
coming weeks and months, I'm going to be talking not only about
our problems but also about the superior aspects of American

health care . Most of our citizens are well served.

It is in this positive context -- finding ways to improve
the system -- rather than a negative context -- emphasizing the

problems -- that I want to focus our deliberations on options for

reform.




So with this in mind, I would like to further those

deliberations now by listening to what some of you have to say.

Thank you very much for inviting me.

344
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I am delighted to be here this morning with this audience
-- with participants having different perspectives on the
American health care system. Because you all represent varied
interests in health care, I would make an analogy with the
Rorschach test -- those ink-blots psychiatrists use to analyze a
persbn's personality. As each of us individually would see
different images in the ink-blots, so, too, various persons in
this room have different vantage'points on health care problems
-- such as high costs, the presence of 31 million uninsured, how
to finance long-term care, unnecessary medical intervention, and

the special needs of inner cities and rural areas.

o Health care providers, and particularly hospitals, see the

problem of uncompensated care. They see overloaded, and
inappropriately used emergency rooms, because most of the

uninsured don't have a regulaf doctor, and don't seek

regular medical care.

o Insurers see some businesses opting-out of providing health
care benefits because they can no longer afford it. They
see intensifying competition for low-risk policy holders.

They also see cost-shifting by providers trying to recoup

for uncompensated care.




o Emplovers look at the health care system and see medical
costs ballooning, and they worry about how this will affect

international competitiveness.

o Workers see out-of-pocket health care costs climbing.

o Self-employed persons -- or other workers not covered by an
employer-sponsored plan -- see insurance premiums climbing

beyond their ability to pay.

o Governments at all levels see health care programs consuming .

a percentage of spending never imagined when those programs

were started.

©  Physicians see both public and private reimbursement
schedules and regulations as interfering with the doctor-

patient relationship.

o As the Secretary of Health and Human Services, I look at the

nation's health care system and see...;..Rorschach test ink-

blots.

No, I say that only in jest, because it is'possible to solve

these-problems. But we're going to have to make tough trade-

offs.




In his State of the Union Message last January, the
President asked me to look atApossibilities for improvement in
oﬁr health care system. I had initiated thié process at the end
of last year when I asked Under Secretary Constance Horner td
oversee a ¢omprehensivé review of our public and private health
and long term care financing and Helivery. Here in Atlanta, I am
beginning what willlbecome a conversation with the American
people on what théy'want from our health care system and what
we're willing to pay. Over the coming weeks and months; I'm
going to continue my talks with people representing wide-ranging

viewpoints on health care. .

Since becoming Secretary, I have talked about health care
with many groups -~ practitioners, Governors, industry and
assodiation leaders, state'legislative ieédefs, consumer
organizations, and many others. I now hope to engage the
American people in a discussion of key issues through a series'of

speeches. I'm going to address a number of important points:
o Why health care costs so much.

o Personal résponéibility for health, and why this must

be a part'of any cost containment strategy.

© - How we fund and administér government health programs

for the poor.




o How private insurance operates.
o And better medical practices, and more effective use of
procedures.

Today, I would like to touch on some general principles I'l1

be bringing to bear on options we will be reviewing for the

President.

A good starting point is the fundamental notion that
everyone should be able to obtain necessary health care. And it
is my opinion that we should remove unnecessary barriers to
health insurance, and that the present private/public health

system should be the primary means by which we achieve this goal.

Let me add, however, that even under the best system, there
are still going to be people who need extra help from government

-- those for whom even the best designed health care system won't

be enough.

But for most people, insurance is the best way to be able to

obtain necessary care. This implies two things.




First: in order to have access to proper medical treatment,
more Americans should be able to obtain health insurance -- to
protect against unexpected economic hardship, or to be able to
obtain any medical care. And second: this nation's health care
must remain essentially a free market system, within a strong

private-public partnership.

Unlike a generation-or-so ago, the vast majority of
Americans now have health insurance -- either publicly or
privately sponsored. This is unquestionably a welcome‘
development. And yet, this progress sharpens our concern about
the 31 million Americans who are now without insurance. 1In a
way, this is a paradox. There has been a most welcome financial
restructuring for delivering a basic human need; yet we rightly
worry about the significant minority of citizens who are now

outside an established economic and social arrangement.

Nevertheless, those who call for a radical revamping of our
heaith care system -- suggesting nationalized medicine -- are
mistaken. We need to build on our achievements by getting an
even higher percentage of people covered by insurance, rather

than replacing our system with something that Americans do not

need and would not tolerate.
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For example, at a time when most Americans are receiving the
finest health care in the world, I find it remarkable to hear
some people proposing that we scrap the system and make a radical
reform to nationalized medicine -- they often point to Caﬁada as
(a model. But the Canadien system has some very serious problems,
including long waiting lists for critical medical procedures,.and

de facto rationing. This, I contend, would never suit Americans.

But let_it be ﬁnderstoodf our independence has a price. To
keep it, we must adhere to enother general principle of health
care financing: as much as possible, indiViduals must assume
responsibility for the cost of their health care. Governments

must concentrate their resources on the poorest and neediest.

In an era of federal fiscal constraints, government dollars
will never supplant private insurance. Nor should they,

regardless of budget considerations.

An optlmal health care financing and dellvery system should
embrace another general principle: the necessity of 1nd1v1dua1
responsibility for health, and care giving and financial support

by family members for each other.

In this respect, we need to acknowledge what access to

health care and insurance cannot accomplish.




Aé fire insurance, in aﬁd of itself, will not prevent your
house from burning down if you fall asleep smoking in bed; nor
will health insurance, in.and of itself, prevent lung cahcer and
emphysema if you insist on smoking at all. Health insurance wil
not reduce infant mortality for mothers who smoke, drink or abus
drugs during pregnancy. .Health insurance will not prevent

cirrhosis for those who abuse alcohol....the list could go on an

on.

Along with better access to insurance must be the acceptanc
of more personal and family responsibility for physical well-
being. Families must care for their ﬁembers. They must seek
inoculations, and regular check-ups, for their children.

) |

If all we accomplish in health care reform is to facilitate
better access to care and getting costs under control, we will
not have been fully successful. Regardless of access and costs,
families and individuals must still be our first line of defense
in preventing illness. Indeed, any strategy for constraining

costs must include a plan to reduce the need for medical

intervention.

This is a part 6f the overall eéonomic realities we must
face. 'Another of my general principles is that we must fashion

methods of health care delivery and financing that constrain

growth in health care expenditures.

=
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We want the market to offer an array of products that will
meet individual needs. It is also important that the market
force individuals, as well as health care providers, to be aware

of the costs of health care.

It is my intention to look at options that facilitate
diversity, encourage individual financial responsibility, and
constrain the growth in health care expenditures through greater

, . A\

efficiency.

For efficiency is needed. General principles for the design
of health care financing should include: not stifling economic -
growth and employment opportunltles, and constralnlng costs

through the wise promotion of innovation and quallty

As much as possible, we must permit the medical marketplace
to work. A dynamic economy‘will_find some solutions on its own.
We do not want to rush in with unproven government remedies which
may create more problems than they solve. And the most dangerous
unintended consequence could be that by addlng overly burdensome

mandates on business, we could retard economic growth and

constrict employment opportunities.
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Without job creation ;- or worse, with job destruction -- we

could. end up with more, rather than féwer,.persons lacking health
insurance;i If one does not have a-job, one does not have access

to employer-sponsored health care.

We need to find solutions that leave us better off than wé,

were when we started.

Our health care system evolved in a ﬁnique;y Americap way;
likewise, solutions must be uniquely American. Most importantly,
we don't waht,tp undo what is right aboutlour'sysfem.  In the
coming weeks andlﬁonths, I'm going to be talking not only ébgut
our'problems but also about the sﬁperior aspects of American

health care . Most of our citiéens are well served.

It is inzthis positive context -- finding ways to improve

the system -- rather than a negative context -- emphasizing the

problems -- that I want to focus our deliberations on options for

|A A reform.




So with this in mind, I would like to further those

deliberations now by listening to what some of you have to say.

Thank you very much for inviting me.
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Thanks very much, Dr. Lytton, and thank you all for that
warm welcome. It's a great honor to have been invited by
Jonathan Edwards College and Yale University to join you as a
Tetelman Fellow, following in the footsteps of so many
distinguished scientists and physicians upoﬂ whom you have

previously bestowed this singular honor.

. My lecture this morning will range far beyond what we
normally consider science and medicine. 1Indeed, we will venture
into some territory that this college's namesake, Jonathan
Edwards, would have found familiar. For T propose to talk about
the role of individual responsibility in health care today, and
our need to cultivate a new "culture of character" within this

nation.

But first, a word of context. My discussion today is part
of a larger dialogue that I-am conducting with the American
people, about the problems afflicting our nation's health care
system, and some possible solutions. Recent events in Washington
have reminded us once again that, before we attempt to make
significant change and reform in our health care system, we must
first explore thoroughly with the American people the problems we

face, and the difficult and painful choices we must make.
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Upon the firm foundation of mutual understanding and trust,
we can build the widespread and durable consensus that must

undergird any proposed changes in our system of health care.

Last month, at Staﬁford, I discussed the factors that have
driven the dramatic rate of increase in health care costs. In
future presentations, I Qill talk about providing essential
health care to those who are currently underserved; the structure
of public and private insurance; and the effectiveness of our

medical practices.

But today, I wish to discuss the critical role that a
renewed sense of personal responsibility must play, as we seek to
forge a more effective, less costly, and more humane system of
health care. For the harsh truth is that a high percentage of
the disease and disability affliéting the American people is a

consequence of unwise choices of behavior and lifestyle.

Those poor choices result in lives that are blighted,

stunted, and less fulfilling, and they cause an unnecessary,

costly drain on the resources available for health care.
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The decision to smoke, for instance, is respon51ble for one

of every six deaths in America each year. The cumulative toll is

390,000 deaths per year, 1nclud1ng 21% of heart disease deaths,
87% of lung c;ncer deaths, and 30% 6f-all cancer deaﬁhs. In
additidn, smoking is responsible for 20 to 30% of low birth
weight babies. Smoking cosﬁs our society over $52 billion

annually.

Abuse of alcohol was respbnsible for one half of the 30,000
motor vehicle deaths in 1988, and 40% of the drownings. Drinking
is a major cause of cirrhosis, the ninth leading cause of death
in the'United_states; it has been linked to violence, homicide -

and suicide; ahd its costs to society ambunted to some $70

billion in 1989.

Improper diet and~inadequate'exercise are other major .
contributors to poor health outcomes. Poor diet is related to

five of the ten leading causes of death in the U.S., including

coronary heart disease, some types of cancer, stroke, and

diabetes. . Together, unhealthy diet and sedentary habits

contribute to 300,000 to 400,000 deaths each year.

For children and youth, injuries are the leading cause of
death. The lifetime costs of injuries were estlmated to be $158

bllllon in 1985.
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Problems of behavior and-lifestyle contribute to some of the
leading health problems facing this nation, including infant

mortality, heart disease, and cancer.

If we are to bring better lives to all khericﬁns -- and if .
we are to cope with-the dramatic increases in health care costs
in America -- it will be necessary for us to address directly thé
problem of ill-advised choice of behavior and lifestyle. And
taking on this challenge, carries us well into the difficult

realms of ethics and culture.

Now, this is not a comfortable passage for physmc1ans and -
health care profe551onals == nor for Americans in general. By
our actions, it would appear that we would rather avoid the issue
‘of appropriate, healthy behavior altogether. But, clearly, our
avoidanée is ill-advised, both from the standpoints of healthy,

fulfilling lives, and of financial costs.

Why do we.approaéh'health this Way?' In part, I believe,
becausg we have seen such miraculous achievements in medical
science that we believé that medical science can, ihdeed, fix
virtually any ailment. Our faith in medicine grows ever .stronger
as we push out the frontiers of research, uhveilingvmore of the
secrets of life. COnsequently; we have come to think of‘medicine

as a safety net, strong and wide enough to catch all who fall

from the high wire of an unhealthy lifestyle.




Even as our trust as a society in medical science grows,

however, I am troubled by diminishing confidence in our
willingness and ability ae a society and individuals to make
sound judgments about hedlthy human behavior and lifestyles.
Linkee to this declining faith in ethical and value judgment is
an erosion of those institutions that have generated, shaped, and
sustained our ethical and cultural standards:-- family,
neighborhood, church, scheol; and voluntary associations. Aas a
consequence of this institutional decline, we haQe fewer sources

of instruction in healthy, constructive behavior.

I leave it . to the students and faculty of this splendid
university to explore fully the profound issues of science,
ethics, and philosophy into which we've ventured as a society.
But from my practical standpoint -~ as a physician, and as
Secretary of Health and Huﬁan Services -- let me simply say this:
every day, all about me, I see the toll of our ethical dilemma,
the tragic price of our cultural indifference == not only in the
prevalence of preventable disease and injury, but also in the
vast range of social problems afflicting the American people =--
drué and alcohol addiction, escalating child abuse and neglect,
children born to unwed teen mothers, families abandoned or never
formed. So many of these problems have their roots in the
alienation, ieolatien, and lack of direction that follow from the
collapse of societal standards, and the institutions that

generate thenm.
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That is why I have travelled from one end of the country to

the other over the past two years, éa;ling for a renewed sense of
personal reséonsibility on the part of ever? American citizen --

in short, a new "culture of character."

By "character," I mean the personal values and qualities

encompassed by that sturdy, time-honored word -- values like

self-discipline, integrity, taking responsibility for one's acts,
respect for others, perseverancé, moderation, and a commitment to

serve others and the broader commun;ty.

-

By "culture," I mean these Qalues that must be embraced as
cornersﬁones of our SOCiety. I seek fO'remind Americans that we
can best éultivate_charactér in our citizens by reinvigorating
and shoring up those institutions that teach and nurture values
and principles of healthy behavior, especially the institutions

of family and community.

I certainly came to appreciate, in my own experience, the
critical vglue of st;ong families and communities, and the
standards they nurture. The neighborhoods in Atlanta and
Blakely, Gborgia} where I grew up, were by no means wealthy, but
they were genuine‘communitieé -- joined.-together in joy and
sorrow, sharing‘our benefits and burdens, committed to common

values and principles.



I was not just the child of my father and mother -- I was in
fact a child of the entire neighborhood. When I was out of sight »
of the folks and thought I could get away with something, Mr.
Jones‘or Mfs. Sﬁith down the block was sure to step in and
administer appropriate, correcﬁive caring --;whether I liked it,

or not.

Now, I have to admit, there were times when all this caring
about my personal life was not particularly welcome. But I have |
since come to appreciate just how critical that attention and
~discipline are. Through it I learned certain values --
reinforced at every turn by my family, neighbors, church, and
'school -- values that carried me to medical school, and that
carried you into your studiés and professibns -- values like
self-esteen, self-discipline, the desire to learn,

responsibility, and service.

In short, my neighborhood built around me a culture of
character -- an ethic of personal responsibility. As my beloved
mentor,'the late Dr. Benjamin Elijah Mays, former president of
Morehouse College, put it, I learned that "It is not your '
environment, it is you -~ the quality of your mind, the integrity

of your soul, the determination of your will -- that will decide

your future and shape your life."
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Translated into strategies that would mean healthier, longer
lives for all citizens, a new culture of character calls upon
Americans to end drug abuse; avoid the hiéh risk behavior that
spreads the AIDS virus; reduce consumption of alcohol; seek early
prenatal care; improve eating habits; wear ééat belts and take
other necessary precautions; increase exercise; learn to resolve
conf;icts withoﬁt resort to violence; seek the necessary medical

examinations and vaccinations; and, yes, stop smoking.

Were we to follow these injunctions, studies have shown that
we could eliminate 45% of deaths from cardiovascular disease, 23%
of deaths from cancer, and more than 50% of the disabling
complications of diabetes. Indeed, control of fewer than ten
risk factors, including the above =-- could prevent between 40 and
70% of all premature deaths, a third of all Eases of acute

disability, and two-thirds of all cases of chronic disability.

Just as important, a new culture of character in America,
nurtured by strengthened families and communities, would do much
to alleviate the alienation, isolation and despair that fuel teen
pregnancy, violence, drug and alcohol abuée and other social
'problems afflicting us.. The lives of Americans would be

healthier in every sense of the word.
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Now} I have heard it said that my call to a new culture of
character is in fact nothing more than a way of diverting
attention from a Federal gdvernment and a society that refuses to
provide the resources necessary for better health care for all

Americans.

To be sure, poverty is linked to ill health and social
dysfunction. But let us nevef be guilty of suggesting to our
citizens that first they must be wealthier, before they can be
healthie:. In fact, many impoverished fami;ieé and neighborhoéds
have sustained the values and institutions necessary. for heaithy,
productive lives =-- lives that will eventually lead them out o_f.i

poverty.

To suggest that our poor and minority citizens cannot
improve their lives, by drawing on their own strong, traditional
values and institutions, is not only inaccurate, it is
patronizing‘and insulting. To counsel them to sit and wait
patiently for massive new Federal (or other) programs is to

counsel resignation, defeat, pessimism, and despair.

Ill-ad@ised choices of behavior and lifestyle characterize
all strata of American society. And so the call for a new

culture of character applies with equal force to all Americans,

regardless of income, race, sex, or other status,
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Let me be clear abéut another aspect of the "culture of
character.® -It by no means puts‘ﬁhe onus for healthy behavior
exclﬁsively on the individual, nor does it rely simply on a
heightened sense of personal responsibility. That's why our
culture -- the broader realm of social, ecéﬁomic, and political
institutions that shape’our lives == figures centrally in my
méssage. We mﬁst mobilize all those institutions in the cause of

healthier, more productive lives for our citizens.

The Federal government is Playing a leadership role by

- marshalling all facets of society behind disease prevention and-
health promotion, as demonstrated most recently bf our report oé
health goals for the nation, entitled Healthy People 2000 -- a
careful, thorough enunciatioﬁ of certain clearly defined health
goals to be reached by the turn of the century. We are also
working to elévate the status of preventive services in our

approach to health care delivery and health policy reform.

More broadly, the Federal government today islworking to
revitalize institutions like the family and local community,
which cultivate healfhier, life-sustaining values. This approach
carries us beyond the attitudé of the 80s, Qhen government

retreatéd from active social policy.
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We now know that Federal progrﬁms are most effective when
they work through, and help to reinforce, active, indigenous
community groﬁps. And sé today, we arevproviding resources and
assistance to commdnity coalitions that are striving to prevent
the spreéd of AIDS; halt drug and alcohol abﬁse; provide early
childhood development proérams;'counsel young minority males;
reduce violence; bring expectant mothers-into prenatal care

programs; and a vast range of other activities.

Workplace America also has a role to play in building a new
culture of character. Businesses must become far more attentive
to the health and lifestyle of. their employees, both by
discouraging unhealthy'behavior like smoking and drug and alcohol
abuse, and by encouraging positive behavior, like exercise and

proper diet.

Equally important, some corporations must be held
accountable when they undertake actions that erode the culture of
character. Heavily promoting alcohol and tobacco sales in low-

income communities is one such reprehensible act.

The media and cultural leadership groups also have a vital ‘
role to play in shaping a new culture of character in America.
If they can help us celebrate solid values and institutions, then

Americans will be far more likely to adopt healthy lifestyles.
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A step-in the right direction is the dramatic turn-about in
Hollywobd's‘and Madi#on‘Avenue'é treatment of drug use. Where
once it Was accepted, today it is the target of a highly
effective, voluntary multi-million dollar prevenfion campaign.
This is a good example of what can be accomﬁiished, if our media

leaders can be mobilizéd behind healthier lifestyles.

Finally, within my own profession of medicine, health
promotion and disease prevention must play a much larger role.
We must wofk to redress the imbalance in health care expenditures
devoted to promoting health versus treating disease -- currently,
only 4% of total expenditures go to prevention -- and we must |
make prevention a central part of the improved primary health
care that-we are striving to make available to all Americans.
Above all, physicians must overcome their reluctance to venture
into the personal, pfivate behaviors of those to whom we
minister, in order to give them thoughtful counsel about the

effect their choices have on their health.

This brings me to one final comment about my vision for a
new culture of character in America. It is a culture in which we
not only are more careful about our own health behavior, but also
more attentive to the behavior of those around us -- our family

members, friends, neighbors, and coworkers.
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We must have the courage to point out the dangers of

unhealthy, self-destructive behaviors in those around us, as well
as voice approval for their healthy behaviors. And when thesev
judgments are rendered -- not out of smugness, Or self-
righteousness, or condemnation, but out of cgmpassion, concern,
and love -- when they come in the spirit of family and friendship
== then the méssage of a new culture of character will have

discovered its most effective and profound voice.

My plea for a new culture of character, a new ethic of

personal responsibility, is by no means intended to be a

tay o8

substitute for the changes that we must make in our broader
system of health care. Go#grnmenﬁ will have to be more active on
behalf of those who are underserved by current health care
arrangements -- especially our poor and minority citizenS'-- as I

will discuss at another time.

But I believe that, as welstruggle ﬁo overcome the barriers
to healthier lives for all our citizens, we can learn much from
fhe.experiencevof the Black community in America. That
experienco'teaches us that progress and reform are most likely to
come~wheﬁ ;Q pursue a two-fold sfrategy: first, strive to change
the external circumstances that Arevunjust and hold us back; but
second, strive to reinforce the strength.of cﬁaracter necessary

to survive and prosper in spite of adverse circumstances.
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| Neifﬁér sprété&y in isolation is sufficient; both strategies
_togeéhé?qc;ﬁnéé fﬁil to bring signifidant progress and reform.
Frederick Douglas, fér exampie; worked not only to abolish the
social cir&umstance of slavery;_he also sought to build better
individuals, by emphasizing the importance of character. "with
character we can be powerful," he proclaimed. ."Nothing can harm

us so long as we have character."

In our time, the outstanding leaders of our community
continue to pursue both strategies simultaneously. Dr. Martin
Luther King, Jr. resolutely pursued changes in society's laws and
institutions, so that one day his daughters would not be judge&é
by the color of their skin. But at thé same time, he worked to
prepare people for the day when ;hey would be judged by the

"content of their character."

Similarly, Jesse Jackson's quest for social and econémic.
change in the larger society is joined inséparabiy to a call for
personal reform, for better character. As he put it, "When you
'drink ligquor, and when you take drugs, and when you sell drugs,

and when zégnshoot people and when you rob people . . . nobody

can save-2§§-bﬁt'zgﬁrfrom-yourself.“




So today, as we search for ways to ensure that our

expenditures for health care are wisely spent, and not squandered
treating unnecessary and preventable disease -- more important,
as we search for ways to bring healthier, safer, more fulfilling
and productive lives to all our citizens -- iet us pursue both
strategies at once. Let us not only seek ways to change and
improve our health care system -- let us search for ways to
improve ourselves -- our behavior and lifestyles, our values,

indeed, our very character.

A new culture of character is not the entire answer to the
health care dilemmas we face. But it is an essential, crucial
part of the answer. And it is a vital key to better lives for

all Americans.

Thank you very much.

#Hi4
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THE WHITE HOUSE

office of the Press Secretary

EMBARGOED FOR RELEASE January 21, 1992
UNTIL 10:10 AM, EST

MEETING THE NATIONAL EDUCATION GOALS:
THE PRESIDENT'S HEAD START INITIATIVE

FACT SHEET

The President today announced he will propose the largest
increase in Head Start funding in history -- $600 million -- in
his Fiscal Year 1993 budget. If approved by Congress, this
will mean funding for Head Start will have more than doubled -
- a 127 percent increase -- since the President took office.

The President stated that this increase will "allow every
eligible four year old whose parents want them to participate
to have the Head Start experience before starting school.”
This will enable economically disadvantaged children and their
parents to benefit from quality preschool education and
preventive health services.

This unprecedented increase in funding will help move the
nation toward achieving the first national education goal
established by the President and the Governors that "By the
year 2000, all children in America will start school ready to
learn." \

Background on Head Start

Head Start is a comprehensive child development program
serving pre-school, low-income children, usually in the year
just before they enter school. It provides educational,
health, medical, nutritional, social, and parenting services
to children and their parents.

Children enrolled in Head Start receive immunizations,
medical care, dental care, speech and hearing screening, and
social services. Every program also provides each enrollee
with at least one meal per session. A typical Head Start
program lasts for nine months with 3-4 hours of service each
day and can be home-based, center-based, or a combination.
The program emphasizes parental involvement in the program's
direction.

Head Start is one of many efforts to ensure that children
arrive at school ready to learn. In addition to Head Start,
thirty eight states and the District of Columbia also fund pre-
school programs. '
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The President's Head Start Initiative
The President's proposed increase represents a 27 per-

cent increase over 1992 to a total of $2.8 billion. This would
allow Head Start to serve 779,206 children -- 157,206 more than

the number who will be served this year. 1In addition to this

record expansion of children served, the President's budget
will further Head Start's effectiveness through:

"o Drug Prevention. The budget includes $13.2 million to

help Head Start families who are at risk of or who face
problems due -to alcohol or drug abuse.

. Evaluation. The budget includes $12 million for studies
of the long-term effectiveness of Head Start.

) Parental Involvement and Support. Parents have a central
role in determining the goals of Head Start Centers as
well as its day-to-day operation. The Administration will
continue to support and expand Head Start's new Family
Service Centers, which provide parents with literacy
services, job training services, and child care workshops.

Transition to School: The Head Staft Challenge

Evaluation studies suggest that, while Head Start
participants are better off than comparable non-participants
when they start school, in some cases the advantage may fade as
they progress in school. To assure that Head Start
incorporates programs that will have long term benefits, the
Administration is working to evaluate Head Start's structure
and to strengthen the transition between Head Start and the
schools Head Start dhildren will enter. '

\
o A recent conference of Head Start program directors and
urban school administrators concluded that a working
relationship between Head Start programs and individual
schools is imperative if Head Start is to ensure the
success of young children.

. $20 million has been.awarded to 32 communities to develop
Head Start-to-school collaboration strategies.

. At the Federal level, the Head Start program and the
Department of Education are working to ensure that the
benefits of Head Start carry through to an elementary
school system that will build on the Head Start base.

When children leave Head Start, ready to learn, they
deserve to enter a revitalized, innovative, education system
that will challenge, motivate, and provide them with the
knowledge and skills they need for the 21st century.

# # #
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" A Head Start
Does Not last |

A new study finds that poor kids need 1nten31ve
help long after they leave nursery school

- ead Start is virtually the only
antipoverty program backed by
liberals and conservatives, par-
entsand early-childhood experts.
Even in the midst of the recession

the federal government doled out $2.2 bil-
Hon this academic year for programs in all
50 states, guaranteeing up to two years of
preschool for 600,000 3- to 5-year-olds. This
week, President Bush is expected to an-
nounce that he is asking for a record in-
crease in Head Start funding in the fiscal
1993 budget. Much of the support for Head
Start is based on the belief that it levels the
playing field for poor kids, gwmg them, as
Bush put it in his 1988 campaign, *an equal
place at the starting line.” But now, a new
long-term study suggests that underprivi-
leged youngsters need a much bigger boost
if they are going to finish the race.

J.8. Fuerst of Chicago’s Loyola Universi-
ty School of Social Work studied the lives of
684 children who attended six special, pub-
licly funded schools in Chicago between
1967 and 1977. Most had not only two years

of preschool but also from two to seven

additional years in an intensive elemen-
tary-school program that Fuerst describes
as “Head Start to the fourth power.” The
six child-parent centers set up in the city’s
worst neighborhoods encouraged parents
to help out at school and gave kids a heavy

dose of academics, with an emphasm on |

language development. _

All of the children were black and a
majority were raised in smgle-parent fam-
ilies. Sixty percent were on welfare. Class-
es had no more than 20 students and in
many cases children had the same. team
of teachers and aides for a number of
years. Students spent all of their school
hours—half days for ’preschoolers, full
days for primary pupils—at the centers.
There were different instructional pro-
grams, but all were academically oriented.
After they finished the program, most
went on to regular public schools; others-
transferred to parochial schools.

In 1974, when he first looked at readmg-
and math test scores of center graduates,

First Iessons A class at the Cole Chlld

‘Parent Center in Chicago

Fuerst found that they outranked their
neighborhood peers and even exceeded na-
tional norms. Most of the kids he studied

-were then 13 or under. Their high scores

were especially remarkable because Chica-
gohadarapidlydeteriorating public-school

.system that former education secretary
: William Bennett later classified as Ameri-

ca’sworst. A decade later, when Fuerst and
his wife, Dorothy, began gathering data for
a much larger study tracking center kids

through thelr hlgh-school years, he found

PHOTOS BY STEVE LEONARD—BLACK STAR

Clear benefits: Edwards, left, with daughiter, Kiah, and Fuerst, above




that many of those early gains had been
lost. Only 62 percent graduated from high
school. That was better than the 49 percent
graduation rate among a control group of
676 non-Center kids from the same back-
grounds, but well under the national
average of about 80 percent for 19-year-
olds. Even more alarming, there were stark
differences between boys and girls. A total
of 74 percent of the girls finished school,
but only 49 percent of the boys got diplo-
mas. It was a dramatic reversal of his 1974
finding that boys’ and girls’ test scores were
almost identical when they left the centers.

Some hope: At first glance, these seem like
extremely discouraging results. But Fuerst
says that when he studied the numbers
more closely, he found some hope. At one of
the six centers, children received an ex-
traordinary amount of special instruction:
seven to nine years. In that group the gains
in high-school graduation were dramatic:
70 percent of the boys and 85 percent of
the girls finished. Fuerst thinks his study
shows that girls should get four to six years
of extra help, while boys—who appear tobe
much more susceptible to peer pressures—
need seven to nine years of intensive aca-
demics. “Nobody wants to knock the one
ray of light warming a sea of darkness,”
says Fuerst. “But overestimating Head
Start isn’t fair to these kids.”

Fuerst’s study adds considerable weight
to a growing sentiment among early-child-
hood educators that inner-city kids need
much more than a year or two of pre-
school. “The best program in the world for
averyshorttimeatage4isnotgoingtohelp
. children survive the onslaught” of neigh-

quency, joblessness and teen-pregnancy
-rates. Some early-childhood experts say
these results have been misinterpreted:
the Ypsilanti project was not a Head Start
program and was more rigorous than typi-
_cal Head Start classes. -

In the last few years, educabors have
been looking for effective ways to sustain
Head Start’s gains. The search has become
more urgent, with so many children in
single-parent homes. They are the most
likely to grow up in poverty and have
problems in school. Zigler says he favors
a three-year “transition” project in the
early elementary grades that would em-
phasize parental involvement. At Johns
Hopkins University in Baltimore, Robert
Slavin and his colleagues at the Center
for Research on Effective Schooling for
Disadvantaged Students have
developed the “Success for All”
program for preschool through
third grade. It emphasizes ex-
tra help in reading, family sup-
port and teacher training. So
far, the results are encourag-
ing: most third graders are
reading at grade level, and
many are over.

. Helping parents: Wade Horn,
thefederal Head Start adminis-
trator, says Washington is also
looking for new approaches.
Getting parents involved in
school is generally recognized
as a key ingredient, and Horn
says that part of the Head Start
budget is going toward what he
callsa “two-generation model.”
By the end of this year, he says,

borhoods devastated by crime and drugs,
says Barbara Willer, public-affairs director
of the National Association for the Educa-
tion of Young Children. “If youviewitasan
inoculation, you're in for a surprise.”

Head Start’s long-term effectiveness was
just a theory at its conception in- 1965.
Initially, Head Start’s creators envisioned
it as a six- to eight-week summer program.
“We thought that very minimal interven-
tion would give us very big payoffs,” says
Edward Zigler, a psychology professor at
Yale who helped develop Head Start and
was one of ifs first directors. Zigler says
the founders soon realized that kids need-
ed at least a year or two of Head Start.
Early studies of Head Start and similar
programs confirmed that this preparation
did indeed help kids in their first years of
grammar school.

In the public mind, however, Head
Start’s benefits got a tremendous boost in
the past decade from a widely publicized
study of the Perry Preschool Project in
Ypsilanti, Mich. That research indicated

that early intervention could lower delin--

there will be adult-literacy pro-
grams in every Head Start cen-
ter, and there are ongoing efforts to include
job-training and substance-abuse projects.
Head Start has alsogiven out $20 million in
research grants to experimental transi-
tion-to-school programs.

The Chicago _programs Fuerst studied
have survived in greatly modified form.
Now they’re mostly for preschoolers; many
oftheauxiliarystaffers,such associal work-
ers and full-time nurses, have been laid off.
But Claretta Edwards still has fond memo-
ries of the Cole Child Parent Center. In
1967 she was one of the first 4-year-olds in
the program. “We were pushed to do our
best,” she says. After high school Edwards
earned a bachelor’s degree in nursing, and
she now works in a hospital emergency
room. Her 4-year-old daughter, Kiah, at-
tends preschool at Cole, where some of the
same teachers who inspired Edwards now
help her daughter. Those teachers also get
a lot of support on the home front. For
Christmas, Edwards gave her daughter a
gift with clear long-term benefits: 30 books.

BARBARA KANTROWITZ with
JoHN McCorMmick in Chicago
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ante: Mary Poppns

For many middle-class families, the hand that rocks the cradle belongs to a
namnny. Desplte a few headline horror stones the busmess is boommg

tevie Lewis was behaving strange-
ly, and her parents, Betty and
John, were baffled. When the 2-
year-old said her nanny’s name,
she slapped herself on the fore-
head. She threw herself on the floor and
said, “I fall” and “ouch.” One morning last
September, after Betty had left for work
and John was about to, Stevie screamed
and clung to him. When her nanny ap-
peared, says John, “Stevie shrieked as
though Freddy Krueger just walked in the
door. It wasn’t a normal cry.” John, suspi-
cions aroused, discreetly set up a video
camerain their Palmdale, Calif., house. He
came home to a horror movie, and called
the police. The tape showed nanny Martha
Mendoza, 19, repeatedly hitting Stevie on
the head with a spoon because she wouldn’t
finish her yogurt and throwing her to the
floor, holding her arm to break the fall.
Mendoza, who pleaded guilty to a misde-
meanor, cruelty to children, is serving 120
days in jail. John says that Stevie “brings
up the nanny’s name every now and then.
She says, ‘She’s bad’.”

Bad nannies are the wicked stepmothers
of the *90s. “The Hand That Rocks the Cra-
dle,” which features a psychopath who

. tries to murder her employer and run off
with the children, is the top-grossing movie
in the country. In a real-life tragedy last
month, 3-month-old Kristie Fischer died in
afirein her Thornwood, N.Y., house. Police
have charged Olivia Riner, 20, the Swiss
woman Denise and William Fischer had
hired, with murder and arson. Riner, who
pleaded innocent, is awaiting trial. Fortu-
nately, such a case israre. Asmore families
have two working parents, the demand for
live-in child careis increasing. Nannies are
now big business. The International Nan-
ny Association, a nonprofit service organi-
zation based in Austin, Texas, estimates
that there are 75,000 experienced nannies
in the United States. For every family who
hires one, there are several more waiting.

- The term nanny is often used to describe
any in-home child-care worker. In fact, a
nanny is someone who may or may not
have formal training, but usually has expe-
rience, often lives with the family and

takes on almost all child-related tasks. A

nanny often considers the job a career and
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Whn s minding the kids? Riner after her
arrest (top), California Nanny College
students learning infant CPR,
Fanning with the Borre children

may be paid commensurately. An au pair is
usually a young woman, often from abroad,
who lives in, helps with the kids, does some
housework and gets a small salary. An au
pair (Riner was one) may or may not be
experienced, is supervised by the employer
and usually stays for a limited period. A
babysitter minds the children but is not
expected to be trained, or to do housework,
may work only part time and usually is not
paid as well as a nanny.

JAMES D, WILSON—NEWSWEEK

the rich. “This is becoming a real middle-

executive director of the INA. For families
who have room and are willing to sacrifice
some privacy, nannies can be both conven-
ient and economical. Larry and Barbara
Cafero of Norwalk, Conn., pay $175 to $200
a week for a nanny to look after their two
children and do some chores. Some of their
friends pay $150 a week just for day care,
Larry says, “and they have to bundle the
klds up, drive them across town, drop them
. offat the center and bring them
‘home at night. They have no
quality time with their kids. I
think- I'm paying less money
than they are.” Urban families
can draw on a pool of immi-
grants who may have nospecial
training but need a place tolive
and will work for low wages.

Want ads: All parents worry
about child care, but there are
many things they can do to re-
duce the risk of hiring someone
unsuitable. It’s possible, and
less expensive, to find a good
person through the want ads.
But, says a New Jersey father
who has hired many nannies
for his two daughters, “The
worst ones were the ones we

_found on our own.” Reputable
employment agencies can help
weed out the bad prospects;
some hire private detectives.to
do background checks. (The
INA supplies names of ap-
proved agencies.)

The burden is still on the em-
ployers (chart). They should
double-check every reference,
even if they’re using an agency.
Most important, they should
make their needs very clear.
“You have to be absolutely hon-

N est about what the job is, that
they’ll be emptying the trash as
well as playing Candyland,”
says Charlotte Smith, a Ne-
shanic, N.J., mother of four.
“Sometimes nannies come back from meet-
ing parents,” says Sandra Costantino, who
runs Neighborhood Nannies in Haddon-
field, N.J., “and we say, ‘Did they tell you
about their German shepherd that has to
be walked?” The nanny says, ‘No.” Fido
comes up to your waist and, oh yeah, the
family just forgot to mention it.” Poor com-
munication is often the root of a nanny
problem. Parents should take a few min-
utes every day to talk to the nanny about
the day’s events, and once a week hold a
general discussion, including grievances
on either side. “Above all,” the INA recom-
mends, “express your appreciation often.”

When there’s trouble, the nanny is not

Nannies, however, are no longer only for |

class phenomenon,” says Janet Shannon,

:‘é&lv;v:ays to blame. Some employers demand

too much, asking nannies to wash win-

“'dows, clean the garage and mow the lawn.

Others make more serious demands. Last
month, a 23-year-old nanny in California
told the wife in the household that the
husband was sexually harassing her. The
woman didn’t believe her. When the nan-
ny quit, the couple refused to pay. Elaine
Santor, owner of Santor ABC Services in
Ventura, Calif, the agency that had
placed the nanny, convinced her to sue for
back pay and report the sexual-harass-

"‘ment charges. Two weeks later the wife

called the young woman to say that ev-
ery nanny she had had made the same

_complaints. “She knew something was

wrong,” says Santor, “but what could she
do? She loved her husband.”

“Everybody wants Mary Poppins,” says
Carole Johnson, director of Malibu Mamas
in Malibu, Calif. “But if she was around
today, she would probably be making about
$750 a week, have her own guest house,
health insurance and a three-week va-
cation.” With nannies, as with many
things, you get what you pay for. A young,
inexperienced person can work out well,
but if you hire one, says Margaret Ann
Campbell, 32, who works for NBC and lives
with her husband and son in South Orange,
N.J., “you’re also somewhat a parent. You
have to set rules.” The INA urges nannies

“to get some training; the National Council

P2

of Nanny Schools in University Center,
Mich., is in the process of accrediting vari-
ous programs. Sacramento’s California
Nanny College graduates 200 people (some
male) a year. Students get six months of
intensive classes in everything from child
development and nutrition to infant and -
toddler health and safety. All are CPR-
certified and do a supervised internship
while in college. Mary Jo Fanning, 28,
couldn’t make ends meet as a day-care
worker. Now, after graduating from the
nanny-training program at Oakton College
in Des Plaines, 111, she’s a nanny for 13-
month-old Alex and Kalen Borre, 2, in Chi-
cago. “Iloveit,” she says. “As far as jobs go,
this is it. I feel like I’'ve found my niche.”
Maggie Weber, a single parent in Port
Washington, N.Y., has three children, in-
cluding disabled twins. “Nannies have
been a lifeline,” she says. She’s learned
that what’s most important is to roll with
the punches. “Idon’t care if we tap dancein
banana pudding on the floor,” she says, “as
long as it’s a good experience.” The best
nannies are remembered happily long af-
ter they have moved on. This spring, one of
Charlotte Smith’s daughters will be a flow-
er girl in the wedding of her former nan-
ny—proof positive that the hired hand that
rocks the cradle can be loving indeed.

KATRINE AMES with LYpia DENWORTH in New
York, JEANNE GORDON in Los Angeles, BINNIE
K. F1sHER in Dallas, DiaANA MARSZALEK in
Chicago and DANIEL GLICK in Washington
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